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Revenue Outlook: Durham and Orange 
County Article 43 Tax Collections
BY DAN WHITE, EFUA AMOONUA AFFUL AND EMILY MANDEL

The following revenue outlook links Durham and Orange County Article 43 sales tax collections to measures 
of underlying economic growth in an effort to better understand and anticipate future funding levels. A 
healthy labor market and strong income growth will fuel robust tax collections throughout the forecast. 

Collections will grow more strongly in Durham County because of stronger private-sector job and population 
gains. Orange County’s large government presence will drive slower job creation and consequent collections. 

Regional economic outlook
North Carolina’s economic growth has 

cooled considerably after a strong start to 
the year, though job gains still best the U.S. 
average and track those of the South. Ser-
vice-providing payrolls are expanding at a 
healthy pace, although performance across 
industries is uneven. Professional/business 
services and trade/transportation/utilities 
are increasing at an above-average rate, 
leisure/hospitality payrolls are contracting, 
and financial service payrolls have leveled 
off (see Charts 1 and 2). Less than half of in-
dustries are contributing to job growth, but 
a tighter job market is still leading to wage 
gains (see Chart 3).

Longer term, a generally good invest-
ment climate and faster than average popu-

lation growth will spur above-average gains 
in higher-paying employment. Though much 
of this will continue to come in professional 
services and—despite recent struggles—
finance, an increasing share will come 
from tech.

The Research Triangle Park will remain 
the backbone of North Carolina’s high-
tech industry, an important growth engine 
throughout the forecast. In 2015 the state 
ranked in the top 10 for growth in high tech, 
churning out net new jobs faster than Mas-
sachusetts and Colorado and only slightly 
more slowly than California. The Durham 
and Raleigh metro areas, which together 
house the RTP, accounted for nearly half of 
the state’s tech job gains last year. A large 
pool of talent and lower costs than in the 

Bay Area and Northeast draw firms to the 
RTP (see Chart 4). For example, Cohera 
Medical is moving its headquarters to Ra-
leigh from Pittsburgh and Arbiom is setting 
up a new research and development center 
in Durham. 

Thanks to still-low interest rates and 
healthy risk appetite, venture capital is being 
put to work in North Carolina and helping 
firms such as Bivarus and Windsor Circle 
expand. North Carolina firms received more 
than $700 million in venture capital over the 
last four quarters, up 40% from the prior 
four-quarter period and 10th highest in the 
nation. Startup incubators and accelerators 
such as the Hamner Institutes for Health 
Sciences and the Triangle Startup Factory 
bode well for growth.
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North Carolina’s banks, on the other 
hand, will expand at a measured pace as 
improving household balance sheets and 
accelerating wage growth drive stronger de-
mand for consumer credit. Wells Fargo and 
Bank of America, which together account for 
one-quarter of the state’s finance and insur-
ance jobs, will benefit from stronger demand 
for home loans in the coming years despite 
rising interest rates. 

This increased demand for housing thanks 
to strong demographics and even stronger 
income gains ahead will also manifest it-
self in faster homebuilding. Construction is 
poised to take off and take the baton from 
manufacturing as the engine of growth in 
goods-producing industries. Supply and 
demand fundamentals are much improved 
compared with this time last year, sug-
gesting a bigger boost from housing in 
the quarters ahead. Population growth is 
steadily ahead of the national average, and 

more households are forming now that the 
tightening job market is generating faster 
income growth. More people will be willing 
and able to buy homes, and with supplies 
tight and prices rising, builders will turn more 
aggressive and the recent lull in construc-
tion employment will prove short-lived (see 
Chart 5).

In total, North Carolina economic growth 
will accelerate in the near term thanks to 
more spending by consumers and businesses, 
which will benefit from bigger wage gains 
and declining costs, respectively. Longer 
term, a diverse industrial structure, low 
costs, and educated workforce will attract 
a wide range of capital and help the state 
to outperform the national average and 
its neighbors.

Sales tax forecast 
Methodology. With only three full years 

of data, Article 43 collections were impos-
sible to forecast 
directly, and the 
more established 
Article 39 collec-
tions history was 
used as a proxy. 
Separate regres-
sions were per-
formed for each 
county utilizing 
county-level 
personal dispos-
able income and 
metro area hous-
ing completions 

as explanatory variables. Because of the 
delay between initial sales and distributable 
proceeds, both independent variables were 
found to have the strongest explanatory 
power when lagged by one quarter. 

Orange County collections display an er-
ratic seasonal pattern, with a tremendous 
amount of volatility that is not always corre-
lated with underlying measures of economic 
growth. This is likely due to the large tax-
exempt presence in the county, which can 
create distortions between what is occurring 
in the economy and what ultimately comes 
in the door in the form of revenues. Durham 
County collections, by contrast, were found 
to have a much more stable and consistent 
seasonal pattern.

Historical collections growth rates for 
Article 39 and Article 43 collections were 
compared for both counties, and found to 
be extremely similar despite the inclusion 
of food and medical purchases in one series 
and not the other. After the determination 
of an appropriate forecast for Article 39 
collections, the results were then fitted to 
historical Article 43 values to provide the 
county-level forecasts. A Monte Carlo simu-
lation was then used to create optimistic and 
pessimistic scenarios based on probabilities 
encompassing 85% of potential outcomes 
(see Charts 6 and 7). 

Forecast. Sales tax collections will grow 
at a healthy pace in both Durham and Or-
ange counties. Although the short history 
available for Article 43 collections demon-
strates considerable volatility, strong under-
lying economic drivers will yield a consistent 
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upward trend. Orange County Article 43 
collections underperformed through much 
of fiscal 2016, but the economy’s underlying 
strength and tight labor market ensure that 

collections will turn around this year. The 
past year’s weak comparative base will drive 
especially strong gains for Orange County in 
the coming year. Near-term collections will 

also improve in Durham County, but a rela-
tively strong performance in fiscal 2016 will 
deliver slower, steadier gains in fiscal 2017. 

Longer term, however, Durham will be 
the stronger of the two. Over the coming 
decade Durham County tax collections will 
settle into an average of 4.1% year-to-year 
growth, while Orange County will lag slightly 
at around 3.5% (see Tables 1 and 2). 

Drivers. Sales tax collections will be sup-
ported by a number of factors, with growth 
underpinned by a strong labor market. Dis-
posable personal income has consistently 
proved to be a reliable driver of consumer 
spending. Prospects are quite bright in both 
counties, with disposable personal income 
expected to rise at well above the national 
pace (see Chart 8). Durham benefits from 
a number of dynamic industries, and the 
Research Triangle Park will propel high-wage 
job growth. Wages will also pick up across 
industries, as the county’s tightening labor 
market leads businesses to compete for 
workers. As consumers see their take-home 
pay rise, they will increase spending on retail, 
recreation and housing.

Income gains will be slightly slower in 
Orange County. The county will also benefit 
from falling unemployment and rising wages, 
but the county’s large public sector, an-
chored by the University of North Carolina at 
Chapel Hill, will weigh on top-line job growth 
(see Chart 9). The public sector tends to ex-
pand more slowly in good times, but also will 
experience smaller declines during economic 
downturns. However, the tax exempt status 
of the university and accompanying medical 
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Table 1: Durham County Growth Forecast
Article 43 distributable proceeds, % change yr ago

Low Baseline High
FY2017 5.0 6.2 6.8

FY2018 5.0 6.2 6.8

FY2019 6.1 7.3 7.9

FY2020-FY2029 2.8 4.1 4.7

FY2030-FY2039 3.1 4.3 4.9

FY2040-FY2046 3.5 4.7 5.4

Sources: GoTriangle, Moody’s Analytics

Table 2: Orange County Growth Forecast
Article 43 distributable proceeds, % change yr ago

Low Baseline High

FY2017 8.7 9.4 10.1

FY2018 3.9 4.6 5.3

FY2019 5.0 5.7 6.4

FY2020-FY2029 2.8 3.5 4.2

FY2030-FY2039 3.0 3.7 4.4

FY2040-FY2046 3.4 4.1 4.8

Sources: GoTriangle, Moody’s Analytics
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center lessens the overall pool for collec-
tions, increasing seasonal variations, and 
creating a more volatile revenue series. 

In addition to consumer activity, construc-
tion plays an outsize role in determining sales 
tax collections. The model utilizes housing 
completions to account for the positive eco-

nomic impact of building. New housing con-
struction requires significant expenditures on 
durable goods. This includes building materi-
als and the significant spending that goes into 
furnishing a newly built house. Homebuild-
ing has picked up significantly over the past 
year, but there is further room for growth. 

Strong population gains, particularly in 
Durham County, are fueling robust demand. 
The improving labor market will also boost 
household formation in the near term, further 
supporting home sales. Its more dynamic 
demographic profile will also help Durham 
County outperform throughout the forecast.

9

Orange
County

Person
County

Chatham
County

North
Carolina

Durham
County

0

10

20

30

40

50

60

Chart 9: Low Industrial Diversity Risk to Growth

Sources: BLS, Moody’s Analytics

Public sector share in total payrolls, %, 2015

8

2

3

4

5

6

7

8

15 20F 25F 30F

Orange Durham U.S.

Chart 8: Rising Incomes Will Fuel Spending
Disposable personal income, % 

Sources: BEA, Moody’s Analytics



  About Moody’s Analytics

Moody’s Analytics helps capital markets and credit risk management professionals worldwide respond to an evolving 

marketplace with confi dence. With its team of economists, the company offers unique tools and best practices for 

measuring and managing risk through expertise and experience in credit analysis, economic research, and fi nancial 

risk management. By offering leading-edge software and advisory services, as well as the proprietary credit research 

produced by Moody’s Investors Service, Moody’s Analytics integrates and customizes its offerings to address specifi c 

business challenges. 

Concise and timely economic research by Moody’s Analytics supports fi rms and policymakers in strategic planning, product 
and sales forecasting, credit risk and sensitivity management, and investment research. Our economic research publications 
provide in-depth analysis of the global economy, including the U.S. and all of its state and metropolitan areas, all European 
countries and their subnational areas, Asia, and the Americas. We track and forecast economic growth and cover specialized 
topics such as labor markets, housing, consumer spending and credit, output and income, mortgage activity, demographics, 
central bank behavior, and prices. We also provide real-time monitoring of macroeconomic indicators and analysis on timely 
topics such as monetary policy and sovereign risk. Our clients include multinational corporations, governments at all levels, 
central banks, fi nancial regulators, retailers, mutual funds, fi nancial institutions, utilities, residential and commercial real 
estate fi rms, insurance companies, and professional investors.

Moody’s Analytics added the economic forecasting fi rm Economy.com to its portfolio in 2005. This unit is based in West Chester 
PA, a suburb of Philadelphia, with offi ces in London, Prague and Sydney. More information is available at www.economy.com.

Moody’s Analytics is a subsidiary of Moody’s Corporation (NYSE: MCO). Further information is available at 
www.moodysanalytics.com.

About Moody’s Corporation

Moody’s is an essential component of the global capital markets, providing credit ratings, research, tools and analysis that 
contribute to transparent and integrated fi nancial markets. Moody’s Corporation (NYSE: MCO) is the parent company 
of Moody’s Investors Service, which provides credit ratings and research covering debt instruments and securities, and 
Moody’s Analytics, which encompasses the growing array of Moody’s nonratings businesses, including risk management 
software for fi nancial institutions, quantitative credit analysis tools, economic research and data services, data and 
analytical tools for the structured fi nance market, and training and other professional services. The corporation, which 
reported revenue of $3.5 billion in 2015, employs approximately 10,400 people worldwide and maintains a presence in 
36 countries.  

© 2016, Moody’s Analytics, Moody’s, and all other names, logos, and icons identifying Moody’s Analytics and/or its products and services are trademarks 
of Moody’s Analytics, Inc. or its affi liates. Third-party trademarks referenced herein are the property of their respective owners. All rights reserved. ALL 
INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS 
WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT. All information contained herein is obtained by Moody’s 
from sources believed by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as other factors, however, all 
information contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall Moody’s have any liability to any person or 
entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or 
contingency within or outside the control of Moody’s or any of its directors, offi cers, employees or agents in connection with the procurement, collection, 
compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, 
compensatory or incidental damages whatsoever (including without limitation, lost profi ts), even if Moody’s is advised in advance of the possibility of 
such damages, resulting from the use of or inability to use, any such information. The fi nancial reporting, analysis, projections, observations, and other 
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, 
sell, or hold any securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY 
OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM 
OR MANNER WHATSOEVER. Each opinion must be weighed solely as one factor in any investment decision made by or on behalf of any user of the 
information contained herein, and each such user must accordingly make its own study and evaluation prior to investing.



© 2016, Moody’s Analytics, Moody’s, and all other names, logos, and icons identifying Moody’s Analytics and/or its products and services are trademarks of Moody’s Analytics, 
Inc. or its affi liates. Third-party trademarks referenced herein are the property of their respective owners.  All rights reserved.

CONTACT US 
For further information contact us at a location below:

Email us: help@economy.com
Or visit us: www.economy.com

U.S./CANADA 
+1.866.275.3266   

EMEA
+44.20.7772.5454  London
+420.224.222.929  Prague     

ASIA/PACIFIC 
+852.3551.3077

OTHER LOCATIONS
+1.610.235.5299


