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New Economic Model Shows Flat Growth in D.C. Real Estate

Independent report differs slightly in revenue growth projections and GDP growth
from the Office of the Chief Financial Officer

January 4, 2023, (WASHINGTON) The economic forecasting model developed for the Office of the D.C.
Auditor as part of the auditor’s revenue certification role shows slightly slower economic growth than
similar forecasts by the Office of the Chief Financial Officer (OCFO).

The model, created and updated by the District Economic Group, (DEG), projects growth in District gross
revenues at $10.92 billion in Fiscal Year (FY) 2026, nearly 3% less than the OCFQ’s forecast of $11.24 billion
for the year.

Other findings in the new, updated forecast model:
e  While projecting an upward trend in GDP through the forecast period, DEG notes that “the
forecast of the real estate, rental, and leasing industry’s contribution to D.C. GDP is nearly flat through
FY 2026.”
e  The new DEG report notes: “the District currently has $957 million in annual debt service
obligations for FY 2023 on its outstanding GO and ITS and it could undertake an additional $669 million
in principal and interest obligations for FY 2023 without violating the 17 percent test,” included in D.C.
law.

The D.C. Auditor is required to certify revenue projections by the OCFO whenever the District borrows
money through new bond issuances. ODCA contracted with DEG in 2019 to provide a regular and
independent assessment of District finances including developing regular updates to add additional market
factors for a more comprehensive forecast model.

The report released today, Modeling the D.C. Economy, Revenues, and Debt Service Obligations: A
Methodology Report, adds national aggregate forecasts of capital gains tax receipts (for the income tax
model) and unemployment (for the sales tax model) to capture underlying macroeconomic trends that may
not be reflected in local commercial real estate activity.

DEG’s March 2022 model and the new report have differing D.C. GDP and revenue forecasts, but each
describes a stable relationship of approximately S60 million of District gross revenues per $1 billion of
District GDP.

“DEG’s updated model builds in new and useful factors and will be able to better accommodate sudden
changes in the District’s economic landscape,” Patterson said. “When it’s used for our next revenue
certification, we'll be able to encompass more discrete economic factors than previously.”

The mission of the Office of the District of Columbia Auditor (ODCA) is to support the Council of the District of Columbia by
making sound recommendations that improve the effectiveness, efficiency, and accountability of the District government. Learn
more at www.dcauditor.org.
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