
TENNESSEE STATE FUNDING BOARD 
MARCH 21, 2017 

AGENDA  

1. Call meeting to order

2. Approval of State Funding Board minutes from the February 16, 2017

3. Staff analysis of “An Economic Report to the Governor of the State of Tennessee”
(Link to Report:  http://cber.haslam.utk.edu/erg/erg2017.pdf )

• List Identifying State Tax and Non-Tax Revenue Sources” from the Attorney General 
pursuant to Tennessee Code Annotated § 9-4-5202

4. Discussion and consideration of staff’s recommendation for the issuing and paying agent for 
the State of Tennessee commercial paper program

http://cber.haslam.utk.edu/erg/erg2017.pdf


TENNESSEE STATE FUNDING BOARD 
February 16, 2017 

The Tennessee State Funding Board (the “Board”) met on Thursday, February 16, 2017, at 11:00 a.m., in 
the Legislative Plaza, Room LP-29, Nashville, Tennessee. The Honorable Justin Wilson, Comptroller, was 
present and presided over the meeting. 

The following members were also present: 

The Honorable David Lillard, State Treasurer 
Commissioner Larry Martin, Department of Finance and Administration 

The following members were absent: 

The Honorable Bill Haslam, Governor 
The Honorable Tre Hargett, Secretary of the State of Tennessee 

Seeing a physical quorum present, Mr. Wilson called the meeting to order and asked for approval of the 
minutes from the November 17 and 29, 2016, meetings.  Commissioner Martin made a motion to approve 
the minutes. Mr. Lillard seconded the motion, and it was unanimously approved. 

Mr. Wilson then recognized Mr. Allen Borden, Assistant Commissioner of Business Development, 
Tennessee Department of Economic and Community Development (“ECD”), to present FastTrack projects 
for consideration and Mr. Paul VanderMeer, Senior Advisor for Fiscal Policy, ECD, to present the 
“FastTrack Report to State Funding Board” (“the Report”).  Mr. VanderMeer reported that, as of the date 
of the last Board meeting, the FastTrack balance was $200,174,867.82.  Since that time, $993,737.92 in 
funds had been deobligated and returned to the FastTrack program, $12,443,901 in new loans had been 
approved and $40,264.10 in funds were spent on FastTrack administrative expenses, which resulted in an 
adjusted FastTrack balance available for funding grants or loans of $188,684,440.64 as of the date of the 
Report.  Mr. VanderMeer reported that commitments had been made in the amount of $157,296,235.51 
resulting in an uncommitted FastTrack balance of $31,388,205.13.  Mr. VanderMeer reported that the 
projects to be considered at this meeting totaled $3,760,000, and if these projects were approved, the 
committed balance would be $161,056,235.51, which represented 85.4% of the FastTrack balance, and the 
available uncommitted balance would be $27,628,205.13. 

Mr. Borden stated that the projects were being presented to the Board because state law required that 
FastTrack projects in amounts exceeding $750,000 per eligible business within any three-year period be 
reviewed and approved by the Board.  Mr. Borden then presented the following FastTrack projects: 

• LeMond Composites, LLC – Oak Ridge (Roane Co.)
FastTrack Economic Development $1,500,000.00 

• Williams Sausage Company, Inc. – Union City (Obion Co.)
FastTrack Infrastructure Development $   417,000.00 
FastTrack Economic Development $1,843,000.00 

The Board received in their packets signed letters, FastTrack checklists, and incentive acceptance forms 
from the acting Commissioner of ECD, Ted Townsend.  Mr. Wilson inquired if the information provided 
in the ECD packets was true and correct, and Mr. Borden responded affirmatively.  Mr. Lillard made a 



motion to approve the FastTrack projects that were presented.  Commissioner Martin seconded the motion, 
and it was unanimously approved.    
 
Mr. Wilson then recognized Mr. VanderMeer who presented to the Board a request by ECD, pursuant to 
Tennessee Code Annotated § 4-3-716(g), to revise commitments of FastTrack funding.  Mr. VanderMeer 
reported that a letter signed by Commissioner Boyd was presented to the Board requesting the Board’s 
concurrence with ECD’s request to commit up to 120% of the available balance of the FastTrack 
appropriations.  Mr. VanderMeer explained that over the past four years, approximately 36% of the amount 
of commitments made by ECD had not been accepted, and based on that percentage, ECD believed that 
committing up to 120% of the balance was a conservative and significant step toward optimizing the 
FastTrack funding process.  He stated that currently ECD could commit up to 110% of the available balance, 
and that revising this level to 120% would allow ECD to make $18-19 million in additional commitments.  
Mr. Wilson inquired if the acting ECD Commissioner was aware of the request and in support of it.  Mr. 
VanderMeer responded affirmatively.  Mr. Lillard reminded ECD that, according to the statute, actual 
expenditures at the end of the fiscal year shall not exceed any available reserves and appropriations of the 
FastTrack programs.  Mr. VanderMeer acknowledged this and noted that ECD’s request was within the 
guidelines set forth in statute.  Mr. Lillard made a motion to approve the request.  Commissioner Martin 
seconded the motion, and it was unanimously approved.    
 
After requesting other business and hearing none, Mr. Wilson adjourned the meeting. 

 
Approved on this ______ day of _________________ 2017.   
 
 

 Respectfully submitted, 
 
 
 
 

 Sandra Thompson 
 Assistant Secretary 



STATE OF TENNESSEE 

Justin P. Wilson COMPTROLLER OF THE TREASURY  

   Comptroller STATE CAPITOL 

NASHVILLE, TENNESSEE  37243-9034 

PHONE (615) 741-2501

Jason E. Mumpower 

Chief of Staff 

Memorandum 

To:   Honorable Bill Haslam, Governor 

  Honorable Justin P. Wilson, Comptroller of the Treasury 

  Honorable Tre Hargett, Secretary of State 

  Honorable David H. Lillard, Jr., Treasurer 

  Honorable Larry Martin, Commissioner of Finance and Administration 

From:   William Wood, Budget Analyst, Comptroller of the Treasury 

Date:   March 21, 2017 

Re:   Economic Report to the Governor 

This memo considers the reasonableness of the economic projections published in the annual 

Economic Report to the Governor from the Boyd Center for Business and Economic Research 

(CBER) at the University of Tennessee. In addition, the memo examines Tennessee’s labor 

market and unemployment rates, and considers possible economic outcomes of proposed 

federal policies.  

In short, staff analysis finds: 

 CBER’s projections for Tennessee nominal personal income do not appear

to be unreasonable. The report predicts that Tennessee nominal personal income will

grow by 4.51 percent in 2017, 5.09 percent in 2018, and 4.80 percent in both fiscal years

2017 and 2018. Few agencies track Tennessee personal income – historically, however,

Tennessee personal income growth has closely mirrored U.S. GDP growth. CBER’s

projections for U.S. GDP fall within the range of other figures quoted by various other

forecasting sources, leading staff to conclude that CBER’s estimate for Tennessee

personal income is similarly reasonable.

 Tennessee’s unemployment rate has fallen to its lowest level since the

recession, but the number of people reportedly unable to find full-time work

is still high. In December 2016, Tennessee unemployment was 4.8 percent, among the

lowest it has been since 2007. Although the overall unemployment rate has decreased, it

may be artificially low in part because there are simply fewer people participating in the

labor force: Tennessee’s labor force participation rate in 2016 was 60.2, lower than the

64.6 percent rate of 2006. Furthermore, the number of involuntary part-time workers –
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those employed part-time who report they would 

like a full-time job – remains above pre-recession 

levels.  

 It is uncertain how emerging federal 

policy will affect the economy: lower taxes 

and reduced regulations may spur growth, 

while higher tariffs and a potential trade 

war could slow the economy. In addition, the 

Trump administration has put forth plans to 

increase spending on defense and infrastructure. 

Without corresponding reductions in other federal 

expenditures, reduced revenues from tax cuts and 

increased spending may further increase the deficit 

and federal debt.   

CBER’s projections fall within the 

range of other forecasts 
CBER’s economic report predicts that Tennessee 

nominal personal income will grow by 4.51 and 

5.09 percent in calendar years 2017 and 2018, 

respectively. On a fiscal year timeline, personal 

income is expected to increase by 4.8 percent in 

both fiscal years 2017 and 2018 (Exhibit 1).1 

Exhibit 1: CBER’s Estimated Tennessee 
Personal Income Growth 
 

Forecast 
Year 

Calendar 
Year  

Fiscal Year  

2016 3.61% — 
2017 4.51% 4.80% 
2018 5.09% 4.80% 

 
Source: Matthew N. Murray et al., An Economic Report to the 
Governor of the State of Tennessee: The State’s Economic 
Outlook January 2017, Boyd Center for Business and 
Economic Research, University of Tennessee, January 2017, 
http://cber.haslam.utk.edu.  

                                                      
1 Matthew N. Murray et al., An Economic Report to the Governor of the State of Tennessee: The State’s Economic Outlook January 
2017, Boyd Center for Business and Economic Research, University of Tennessee, January 2017, pp. 43, 35 (Appendix A), 
http://cber.haslam.utk.edu.  

Tennessee Code Annotated 
(TCA) § 9-4-5202 requires the 
State Funding Board (the Board) 
to secure estimates of 
Tennessee’s economic growth 

from the Tennessee econometric 
model at least once a year. These 
estimates are published annually 
in the Economic Report to the 

Governor by the University of 
Tennessee’s Boyd Center for 

Business and Economic 
Research (CBER). The report 
includes data for Tennessee and 
the United States as a whole, 
using indicators such as nominal 
personal income, employment, 
inflation, consumer spending, and 
the housing market. 
  
The statute also requires the 
Board to comment on the 
“reasonableness” of CBER’s 

projections, and provide different 
estimates, if necessary. As 
specified in TCA § 9-4-5201, the 
rate of Tennessee’s economic 

growth is based on the projected 
changes of the state’s personal 

income. 
 
The Comptroller’s staff assists the 

Board by evaluating information 
on current economic conditions 
and trends provided by commonly 
referenced sources in economic 
forecasting. 
 

Statutory Authority 

http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/
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Few agencies estimate growth in Tennessee personal income, making it difficult to directly 

compare CBER’s projections with other sources. Tennessee income closely tracks growth in state 

GDP, however, and while few agencies track state GDP growth, the state figure typically mirrors 

the national numbers. Consequently, U.S. GDP may be used as a proxy for Tennessee GDP, 

which, in turn, may stand in for Tennessee personal income – in fact, the two figures often track 

closely (Exhibit 2). Thus, in the end, staff may compare the many estimates of U.S. GDP to 

CBER’s projections, and use the result to judge the reasonableness of CBER’s personal income 

predictions.  

Exhibit 2:  Relative Growth of Tennessee Personal Income and U.S. GDP 

 

Source: U.S.Bureau of Economic Analysis, Tennessee Personal Income by Major Component, Gross Domestic 
Product, January 27, 2017, www.bea.gov. 
 
CBER projects that U.S. GDP will grow 2.3 percent in calendar year 2017. This figure falls within 

a range of government and non-government forecasts: Freddie Mac predicts 1.9 percent growth 

over this period, while Moody’s Investors Services forecasts a 2.4 percent increase. For calendar 

year 2018, CBER’s projection of 2.6 percent GDP growth falls between the low of 1.9 percent 

from both the Congressional Budget Office and Fannie Mae and the high of 3.5 percent from 

Deutsche Bank (Exhibit 3).  

 

Because CBER’s estimates for U.S. GDP fall within the range of predictions from reputable 

sources, staff finds that CBER’s projections for Tennessee personal income are not 

unreasonable.   
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Exhibit 3: Government and Non-Government GDP Forecasts 
  

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Congressional Budget Office, The Budget and Economic Outlook: 2017 to 2027, January 2017, p. 40, 
https://www.cbo.gov; Fannie Mae, “Economic Forecast: February 2017,” February 10, 2017, p. 1, 
http://www.fanniemae.com; Freddie Mac, “December 2016 Economic & Housing Market Forecast,” December 2016, 
p. 5, http://www.freddiemac.com; Scott D. Brown, “Economic Trends,” Raymond James & Associates, February 10, 
2017, p. 2, https://www.raymondjames.com; Barbara Böttche et al., Outlook 2017: Solid, despite diminished tailwinds, 
Deutsche Bank, December 21, 2016, p. 13, https://www.dbresearch.com; Federal Reserve Bank, “Economic 
projections of Federal Reserve Board members and Federal Reserve Bank presidents under their individual 
assessments of projected appropriate monetary policy,” December 14, 2016, p. 1, https://www.federalreserve.gov; 
Royal Bank of Canada, “Economic Forecast Detail – United States,” February 2017, p. 1, http://www.rbc.com; 
Moody’s Investors Service, “Moody’s: Global economy to maintain momentum, but shifting US policies inject 
uncertainty,” February 23, 2017, p. 1, https://www.moodys.com; Matthew N. Murray et al., An Economic Report to the 
Governor of the State of Tennessee: The State’s Economic Outlook January 2017, Boyd Center for Business and 
Economic Research, University of Tennessee, January 2017, p. 35 (Appendix A), http://cber.haslam.utk.edu.  

Unemployment rates have reached pre-recession levels, but 
involuntary part-time is still high 
In 2016, Tennessee’s labor market grew faster than the United States as a whole: Tennessee’s 

non-farm employment increased by 2.4 percent, reflecting 69,500 new jobs, compared to 1.7 

percent growth nationally. The type of growth differed as well – Tennessee’s manufacturing 

sector grew 2.7 percent, while overall, manufacturing jobs contracted nationwide. As the labor 

market continues to creep toward full employment, CBER expects growth to slow in the future, 

both within the state and nationally. CBER puts rates of nonfarm job growth at 1.42 percent in 

2017 and 1.19 percent in 2018, comparable to 1.30 percent and 1.21 percent growth in the U.S. 

overall. 

The state’s unemployment rate has continued to fall: in December 2016, the state rate was 4.8 

percent, just over the national rate of 4.7 percent. In 2017, CBER expects the state 

Forecaster CY 2017 CY 2018 Date 
Congressional Budget Office 2.3 1.9 January 2017 
Fannie Mae 2.0 1.9 February 2017 
Freddie Mac 1.9 2.1 December 2016 
Raymond James 2.2 2.0 February 2017 
Deutsche Bank 2.3 3.5 December 2016 
Federal Reserve Bank  2.1 2.0 December 2016 
Royal Bank of Canada 2.3 2.3 February 2017 
Moody’s  2.4 2.5 February 2017 
High 2.4 3.5 

 

Median 2.3 2.1   
Low 1.9 1.9 

 

CBER 2.3 2.6 January 2017 

https://www.cbo.gov/sites/default/files/115th-congress-2017-2018/reports/52370-outlook.pdf
https://www.cbo.gov/
http://www.fanniemae.com/resources/file/research/emma/pdf/Economic_Forecast_021617.pdf
http://www.fanniemae.com/
http://www.freddiemac.com/finance/pdf/201612-Outlook-12%2021%2016.pdf
http://www.freddiemac.com/
https://www.raymondjames.com/-/media/rj/dotcom/files/wealth-management/market-commentary-and-insights/economic-commentary/monthly-economic-outlook/mnth170210.pdf?la=en
https://www.raymondjames.com/
https://www.dbresearch.com/PROD/DBR_INTERNET_EN-PROD/PROD0000000000429648/Focus_Germany%3A_Outlook_2017%3A_Solid,_despite_dimini.pdf
https://www.dbresearch.com/
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20161214.pdf
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20161214.pdf
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20161214.pdf
https://www.federalreserve.gov/
http://www.rbc.com/economics/economic-data/pdf/economy_us.pdf
http://www.rbc.com/
http://www.rbc.com/economics/economic-data/pdf/economy_us.pdf
http://www.rbc.com/economics/economic-data/pdf/economy_us.pdf
https://www.moodys.com/
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/
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unemployment rate to remain at 4.8 percent.2 While this low rate is promising, other 

employment measures should also be considered for a more complete picture of the workforce. 

As touched on by CBER, the official measure of unemployment includes only people who are 

currently looking for a job – it does not include discouraged workers, or people who have 

recently stopped looking for work because they do not believe a job is available. The rate also 

does not include other marginally attached workers, or people who can and want to work, 

but have not recently searched for a job for other reasons, such as recovering from an injury or 

providing care for a sick family member. As a result, the official employment rate may not 

provide the complete story of the workforce, as it excludes people who are willing and able to 

work, but, for whatever reason, do not.  

Currently, the levels of marginally attached workers, including discouraged workers, are just 

now approaching the levels before the recession, and remain above the lows of 2006 and 2007 

(Exhibit 4). In other words, although the overall unemployment rate has decreased, it may be 

artificially low in part because there are simply fewer people participating in the labor force: 

Tennessee’s labor force participation rate in 2016 was 60.2 percent, lower than the 64.6 percent 

rate of 2006 (Exhibit 5).  

Exhibit 4: Tennessee Marginally Attached Workers and Discouraged Workers (not 
seasonally adjusted) 

 

Source: U.S. Bureau of Labor Statistics, All Marginally Attached Workers for Tennessee, retrieved from FRED, 
Federal Reserve Bank of St. Louis, March 7, 2017, https://fred.stlouisfed.org; U.S. Bureau of Labor Statistics, Not in 
Labor Force: Discouraged Workers for Tennessee, retrieved from FRED, Federal Reserve Bank of St. Louis, March 
6, 2017, https://fred.stlouisfed.org.  
 

                                                      
2 Matthew N. Murray et al., An Economic Report to the Governor of the State of Tennessee: The State’s Economic Outlook January 
2017, Boyd Center for Business and Economic Research, University of Tennessee, January 2017, pp. 20, 35 (Appendix A), 
http://cber.haslam.utk.edu.    
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https://fred.stlouisfed.org/series/ALLMARGATTN
https://fred.stlouisfed.org/
https://fred.stlouisfed.org/series/DISCWORKTN
https://fred.stlouisfed.org/series/DISCWORKTN
https://fred.stlouisfed.org/
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/
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Exhibit 5: Tennessee Labor Force Participation Rate 

 

Source: Matthew N. Murray et al., An Economic Report to the Governor of the State of Tennessee: The State’s 
Economic Outlook January 2017, Boyd Center for Business and Economic Research, University of Tennessee, 
January 2017, pp. 35 (Appendix A), 77 (Appendix B), http://cber.haslam.utk.edu.  

Underemployment is another employment-related measure to consider. For purposes of 

unemployment statistics, “underemployment” refers to workers who work part time for 

economic reasons, or involuntary part-time workers; that is, people who would like a full-time 

position, but report they cannot find one. While the number of these part-time workers has 

declined steadily since 2009, the 113,300 such workers recorded in the fourth quarter of 2016 is 

still above pre-recession levels. Thus, as the economy has recovered, more people certainly have 

jobs, but the mix of part-time/full-time employment appears to have shifted as elevated 

numbers of people are reportedly unable to find full-time work. 

Exhibit 6: Tennessee Employed Part-time for Economic Reasons (not seasonally 
adjusted) 

 

Source: U.S. Bureau of Labor Statistics, Employed Involuntary Part-Time for Tennessee, retrieved from FRED, 
Federal Reserve Bank of St. Louis, March 7, 2017, https://fred.stlouisfed.org.  
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It is uncertain how emerging federal policy will affect the economy: 
lower taxes and reduced regulations may spur growth, while higher 
tariffs and a potential trade war could slow the economy 
Following the election, several economic indicators report that business and consumer 

confidence is on the rise. The U.S. has recorded multiple record highs in the stock market; the 

Dow Jones Industrial Average increased by approximately 14 percent from the 2016 presidential 

election to the end of February, and recently hit 20,000 for the first time in history.3, 4 

February’s consumer confidence report recorded the best reading since 2001, surpassing the 15-

year high set in December 2016, immediately following Trump’s electoral victory.5   

Minutes of the Federal Reserve Bank from February 1, 2017, describe a similar sentiment: 

Moreover, a number of national surveys of sentiment among corporate executives and 

small business owners as well as information from participants’ District contacts 

indicated a high level of optimism about the economic outlook. Many participants 

indicated that their business contacts attributed the improvement in business sentiment 

to the expectation that firms would benefit from possible changes in federal spending, 

tax, and regulatory policies. A few participants indicated that some of their contacts had 

already increased their planned capital expenditures.6 

The Trump administration’s agenda includes proposals to cut taxes, reduce regulations, and 

raise tariffs:  

 President Trump’s tax plan calls for decreasing the number of personal 

income tax brackets, increasing the standard deduction, and eliminating the 

estate tax on the personal tax side; on the business side, the new 

administration proposes reducing the corporate tax rate from 35 percent to 

15 percent and cutting business tax credits. Generally, economists expect that 

lower taxes will prompt stronger short-term growth. It is also possible that these short-

term effects will translate into sustained economic growth when coupled with the 

reduced regulations detailed below: businesses may invest more in capital, and such 

investments in better tools and machinery may increase productivity and wages. 

Additional income, along with high consumer and business confidence, may spur further 

spending and growth.7 According to the Tax Foundation’s Taxes and Growth Model, 

Trump’s tax plan would increase the long-run size of the economy between 6.9 and 8.2 

percent, depending on how far business taxes are ultimately lowered.8 

                                                      
3 Wall Street Journal, Dow Jones Industrial Average, November 8, 2016 to February 28, 2017, http://quotes.wsj.com.  
4 Fred Imbert, “Dow closes above 20,000 for first time as Trump orders send stocks flying,” CNBC, Janurary 25, 2017, 
http://www.cnbc.com.  
5 Jonathan Garber, “Consumer confidence soars to a 15-year high,” Business Insider, February 28, 2017, 
http://www.businessinsider.com.  
6 Federal Open Market Committee, Minutes from meetings January 31, 2017 and February 1, 2017, p. 14, 
https://www.federalreserve.gov.  
7 Matthew N. Murray et al., An Economic Report to the Governor of the State of Tennessee: The State’s Economic Outlook January 
2017, Boyd Center for Business and Economic Research, University of Tennessee, January 2017, pp. 2, 16, 
http://cber.haslam.utk.edu.  
8 Alan Cole, “Details and Analysis of Donald Trump’s Tax Plan, September 2016,” September 19, 2016, https://taxfoundation.org.  

http://quotes.wsj.com/index/DJIA/historical-prices
http://quotes.wsj.com/
http://www.cnbc.com/2017/01/25/us-markets.html
http://www.cnbc.com/
http://www.businessinsider.com/conference-board-consumer-confidence-february-2017-2017-2
http://www.businessinsider.com/
https://www.federalreserve.gov/monetarypolicy/fomcminutes20170201.htm
https://www.federalreserve.gov/
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/
https://taxfoundation.org/details-analysis-donald-trump-tax-plan-2016/
https://taxfoundation.org/
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 President Trump has indicated a desire to reduce regulations to further 

stimulate economic growth. Regulations can become duplicative, contradictory, or 

overly complex over time, and excessive regulation may complicate or negatively impact 

businesses’ plans for expansion and research and development; ultimately, the cost of 

compliance may hamper innovation and productivity. One study from George Mason 

University projected that, had regulation remained at the levels seen in 1980, the U.S. 

economy would be an additional $4 trillion larger, translating to an additional $13,000 

of income per capita.9  

 President Trump’s potential trade agenda, such as higher tariffs or 

renegotiating NAFTA, could slow the economy’s growth. Trade is one 

component of GDP, along with personal consumption expenditures, investment, and 

government purchases. While the U.S. typically imports more goods than it exports – in 

2016, the trade deficit was recorded at $493.8 billion, or about 2.7 percent of GDP – a 

deficit is still a drag on economic growth.10 Placing higher tariffs on other countries’ 

exports, such as products from Mexico and China, in an attempt to make American 

goods comparatively cheaper and more attractive to consumers may lead other countries 

to retaliate. One possible target for Chinese reprisals are American soybeans and aircraft, 

which together make up a quarter of U.S. exports to China. In response to high tariffs, 

China could divert purchases to Airbus, a European manufacturer, further increasing the 

U.S. trade deficit.11 

 Federal debt, which is at an all-time high, may increase if tax cuts outpace 

spending cuts. America’s debt is the largest in the world for a single country: in 2016, 

federal debt increased to $20 trillion, making it the fifth year in a row debt exceeded U.S. 

GDP. Contributing to this debt was the federal deficit, which reached $587.3 billion in 

2016. Although the economy may benefit from deficit spending in the short run – for 

example, the Federal Reserve may purchase government securities to finance the deficit, 

increasing the money supply – long-term debt ultimately slows growth. The Trump 

administration has put forth plans to cut taxes and also increase spending on defense 

and infrastructure. Without corresponding reductions in other federal expenditures, 

reduced revenues from tax cuts and increased spending may further increase the deficit 

and federal debt: CBER projects federal debt may reach $23.7 trillion in 2020.12 

 

                                                      
9 Bentley Coffey et al., The Cumulative Cost of Regulations, Mercatus Center, George Mason University, April 2016, p. 8, 
https://www.mercatus.org.  
10 Matthew N. Murray et al., An Economic Report to the Governor of the State of Tennessee: The State’s Economic Outlook January 
2017, Boyd Center for Business and Economic Research, University of Tennessee, January 2017, p. 7, http://cber.haslam.utk.edu.  
11 The Economist, “Rules of engagement: America, China and the risk of a trade war,” January 8, 2017, http://www.economist.com.  
12 Matthew N. Murray et al., An Economic Report to the Governor of the State of Tennessee: The State’s Economic Outlook January 
2017, Boyd Center for Business and Economic Research, University of Tennessee, January 2017, pp. 14-15, 
http://cber.haslam.utk.edu.  

https://www.mercatus.org/publication/cumulative-cost-regulations
https://www.mercatus.org/
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/
http://www.economist.com/news/finance-and-economics/21715656-trade-tensions-will-mount-destructive-trade-war-can-still-be
http://www.economist.com/
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/erg/erg2017.pdf
http://cber.haslam.utk.edu/
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1977 26,805 11.15 100.00 1992 94,250 9.48 351.61 2007 210,696 5.02 786.03
1978 30,615 14.21 114.21 1993 100,336 6.46 374.32 2008 220,670 4.73 823.24
1979 34,248 11.87 127.77 1994 106,696 6.34 398.04 2009 218,408 -1.02 814.80
1980 37,847 10.51 141.19 1995 114,573 7.38 427.43 2010 226,634 3.77 845.49
1981 42,205 11.51 157.45 1996 121,012 5.62 451.45 2011 239,634 5.74 893.99
1982 45,049 6.74 168.06 1997 128,174 5.92 478.17 2012 250,286 4.45 933.73
1983 47,964 6.47 178.94 1998 140,429 9.56 523.89 2013 252,091 0.72 940.46
1984 53,490 11.52 199.55 1999 146,050 4.00 544.86 2014 263,437 4.50 982.79
1985 57,303 7.13 213.78 2000 154,881 6.05 577.81 2015 277,832 5.46 1036.49
1986 61,105 6.64 227.96 2001 159,025 2.68 593.27 2016 287,851 3.61 1073.87
1987 65,786 7.66 245.42 2002 162,809 2.38 607.38 2017 300,847 4.51 1122.35
1988 71,290 8.37 265.96 2003 169,829 4.31 633.57 2018 316,153 5.09 1179.46
1989 76,300 7.03 284.65 2004 180,011 6.00 671.56 2019 331,530 4.86 1236.82
1990 81,935 7.39 305.67 2005 188,356 4.64 702.69
1991 86,090 5.07 321.17 2006 200,623 6.51 748.45

March 2, 2017 
 
Mr. Justin P. Wilson 
Comptroller of the Treasury 
State Funding Board 
State Capitol 
Nashville, Tennessee  37243 
 
Dear Mr. Wilson: 
 
Sections 9-6-201 and 202 of the Tennessee Code Annotated state that the Funding Board may secure from 
the Tennessee Econometric Model the estimated rate of growth of the state's economy as measured by the 
forecasted change in Tennessee personal income.  Personal income is defined by the United States 
Department of Commerce.  Major assumptions and the methodology used in arriving at the estimates are to 
be provided as well.  This background information to our forecast is included in the Tennessee Economic 
Report to the Governor, 2017. 
 
We report the following to you: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
We would be pleased to discuss the economic forecast with you in detail. 
 
Best regards, 
 

 
William F. Fox 
Director 









March 13, 2017

Memorandum 

To:  Sandi Thompson, Director of State and Local Finance, State of Tennessee 

From: PFM Financial Advisors LLC 

Re: Commercial Paper Issuing and Paying Agent Recommendation 

PFM Financial Advisors LLC, (“PFM”), in our capacity as financial advisor to the State of 

Tennessee (the “State”), assisted the State in the solicitation of firms seeking to provide issuing 

and paying agent  services  for  its  commercial paper program. The  solicitation was necessary 

because the current paying agent informed the State of their expected exit from the market.      

On  March  2,  2017,  a  Request  for  Qualifications  and  Fee  Quotation  (“RFQ”)  was 

distributed to seven firms qualified to provide such services. Of the seven firms who received the 

RFQ, four firms  indicated they would not be responding to the RFP as the commercial paper 

market was not a growing business practice for them. On March 7, 2017, the State received three 

responses. The responses were reviewed independently by PFM and the State. 

Based on  the  assertion of  the  capabilities of  the  respondent and no  rebuttal of  that 

assertion from the references of the respondent, PFM recommends the State select Zions Bank 

as the  low cost provider. PFM does not opine on the veracity, accuracy, or timeliness of work 

products produced by Zions Bank.  

A summary of the fee proposals is included herein for reference. 



Acceptance Fee $0 $0 $1,250

Annual Fee $6,000 $3,500 $3,000

Fee per trade1
$18 $0 $0

Expenses2
$300 $0 $0

Commitment Period 3                    years 5                    years 5                    years

1This includes fees related to wires and DTC charges and covers draws from issuance through maturity
2This includes any expenses that may be incurred by the paying agent; US Bank's cited expense is related to ordering CUSIP numbers

MUFG Union Bank Zions Bank

Bryant Eckert

(412) 208-0170

bryant.eckert@zionsbancorp.com

Commercial Paper Paying Agent Fee Estimates

401 Liberty Ave, Ste 1729

Pittsburgh, PA 15222

U.S. Bank

Barbara Nastro

(212) 361-2525

barbara.nastro@usbank.com

100 Wall St, 16th Fl

New York, NY 10005 Chicago, IL 60606

222 W Adams, Ste 1850

christopher.buechner@unionbank.com

(312) 601-2144

Christopher R. Buechner

mailto:bryant.eckert@zionsbancorp.com
mailto:barbara.nastro@usbank.com
mailto:christopher.buechner@unionbank.com
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