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Two Exogenous Forces Are Driving the 
National and State Economies 

and State Revenues

• The Epidemiological Path
of the Pandemic

and

• The Unprecedented Federal Fiscal and 
Monetary Response to the Pandemic

BOTH ARE STILL
HIGHLY UNCERTAIN

AT THIS TIME



Year-To-Date FY21 Revenues Are Well
Above Expectations, but Uncertainty Reigns   

• Total Revenues through November (General, Transportation and partial Education Funds) are 
about 10% above targets (about $100M on a base of more than $1B), an exceptional lead that 
would normally lead to a large pre-session upward adjustment, but there is nothing normal 
about this year!

• As emphasized throughout the past 9 months, the epidemiological path of the pandemic and 
the extraordinary federal fiscal and monetary response to it are driving the economy – not 
underlying economic fundamentals or cyclicality.  Despite the phenomenally quick 
development of several vaccines, there is still significant near-term economic uncertainty with 
the U.S. now being the global epicenter of the pandemic and control of the Senate still up in 
the air with the two pending Georgia senate runoff races.  

• Massive federal deficit spending, which could ultimately exceed that allocated for WW2 (in 
inflation-adjusted dollars), has kept the economy afloat.  This has created, however, 
enormous disparities between and within major sectors of the economy, its businesses and its 
people, with disparate winners and losers.

• Reflecting some of these disparities, State revenues from consumption tax segments such as 
e-commerce vendors, motor vehicles, consumer durable goods, building materials and home 
improvement items, short-term on-line vacation rentals, recreational equipment, drive through 
and home delivery meals vendors, and taxable grocery store items, have registered enormous 
gains and have driven above target performance in the Sales & Use tax (+14%), the Purchase 
& Use tax (+21%), and kept even the hard-hit Meals & Rooms tax revenues slightly above 
(+1%) targets through the first five months of the fiscal year. 

• Personal Income and corporate revenues have benefitted from the enormous federal stimulus 
payments and strong prior growth – which could persist into the second half of FY21.  High-
end residential sales in resort towns has pushed property transfer tax revenues to a whopping 
62% above targets through November.
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Epidemiological Issues 
• The path of the pandemic will largely determine the path of the economy
• Three viable vaccines appear to be close to initial distribution, but timing for 

widespread vaccination and population uptake is still uncertain   
• The “second” (or third) U.S. infectious wave is now upon us and the U.S. is 

currently the global epicenter of the disease
• Vermont has been a standout in managing the pandemic, with significant

economic benefits deriving from this, however, it will be difficult to maintain 
rates of infection significantly below neighboring states with whom we have a 
great deal of commerce and population flows.  Hence, rapidly rising regional 
infectious rates are of real concern

• Hospitalizations are accelerating in many parts of the country, stressing
healthcare systems and personnel

• Vermont currently has manageable case loads, but this could change quickly if 
viral spread is not diminished

• Deaths have been lower than early in the pandemic, but are rising almost
everywhere in the U.S.

• Even in the absence of government-mandated closures, people respond in 
ways that have comparable economic effects

• The politicization of simple public health safety measures has impeded 
progress in controlling viral spread 



COVID-19 Cases Surge as U.S. Becomes Global Hot Spot 
(Source:  NY Times – December 2, 2020) 

                    

 

                                                                                     



Source: Covid Tracking Project, November 30, 2020 

U.S. Case Growth 



U.S. Hospitalization Growth 
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Source: Covid Tracking Project, November 30, 2020 



U.S. Covid-19 Deaths 
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Source: Covid Tracking Project, November 30, 2020 
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Regional Heat Map
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Sources: State Health Departments & CTV National News (Quebec)  

Regional Case Growth 

Positive Cases Nov. 24th to Nov. 30th

3.59% Increase in New Confirmed Cases 

Positive Cases Nov. 17th to Nov. 23rd

89,149 92,348
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Northeast Case Growth By Week 
Since October 12, 2020

Sources: State Health Departments & CTV National News (Quebec)  
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91,132
Northeast Case Growth By Week 

Since March 16, 2020
92,348

Sources: State Health Departments & CTV National News (Quebec)  
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Forecasted 29% increase in new 
cases over the next four weeks

Source: Johns Hopkins University Data & Oliver Wyman Forecast Model - November 30, 2020 (New England & New York)   5

Thanksgiving data issues
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Source: Vermont Department of Health (week calculated as Tuesday to Monday) 

Vermonters Diagnosed with 
COVID-19 by Week 
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Source: Vermont Department of Health, December 1, 2020 
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Over 46% of all Vermont Covid-19 Cases 
Have Been Reported in November 
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Source: Johns Hopkins University, December 1, 2020 

Over 30% of all US Covid-19 Cases 
Have Been Reported in November 
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Source: Oliver Wyman Active Case Estimate - November 29, 2020  
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Mitigation measures announced





Data Point 1: Syndromic Surveillance
● Summary: Percentage of visits with COVID-19 like illness and Influenza diagnosis
● Warning Flag: Percentage of visits exceeding 4% for multiple consecutive days     

Source: Vermont Department of Health—December 1, 2020 *Data from UVMHN may be incomplete or delayed
24



Data Point 2: Viral Growth and Reproductive Rates 
● Summary: Case growth measured by daily, 3-day, 7-day, and effective reproductive rate (Rt)
● Warning Flags: Sustained viral growth that would lead to <30% open ICU beds 

Source: Vermont Department of Health—December 1, 2020
25



Data Point 3: Percentage of New Positive Tests
● Summary: Percent of tests resulting in a new positive case
● Warning Flags: New positives represent >5% of daily results 

Source: Vermont Department of Health—December 1, 2020
26



Data Point 4: Hospital & Critical Care Beds
● Summary: Number of occupied and unoccupied medical surgical and ICU beds
● Warning Flags: Reduction in ICU open beds to less than 30%

Source: Vermont Department of Health—December 1, 2020
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Phenomenal Federal Deficit Spending is 
Showing Up Throughout the Economy, 

Including Tax Revenues

Federal Pandemic Transfer Payments to Vermont =$4.8 Billion
Economic Impact Payments: $575 Million
Federal Pandemic Unemployment Compensation : $598 Million
Pandemic Emergency Unemployment Compensation : $17 Million
Pandemic Unemployment Assistance : $91 Million
Paycheck Protection Program: $1201 Million
Provider Relief Fund: $197 Million
Coronavirus Relief Fund: $1250 Million
HHS COVID-19 Appropriations: $104 Million
FEMA Disaster Relief Fund: $101 Million
Educational Support: $36 Million
Infrastructure Grants: $21 Million
Emergency Injury Disaster Loan Advances: $36 Million
Emergency Injury Disaster Loans: $344 Million
Medicare Accelerated and Advance Payments: $185 Million

Total Per Capita (second highest in the nation, after Washington, DC): $7,618 

Source: Peter G. Peterson Foundation, estimates through October 29, 2020

Based on 14 major COVID-19 programs for which state level data exist, 
totaling $1.875 trillion in Federal disbursements through October 29, 
2020, representing 82% of a total $2.281 trillion allocated
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The Bi-Polar Economy: 
Winners and Losers

• Owners of stocks, bonds and other 
equities (Top 1% ownership = 52.4%)

• Internet and technology companies
• E-commerce vendors and shippers
• Residential (esp. non-urban) real estate

and construction
• PPP recipients who only experienced 

“uncertainty” but little or no loss
• Short-term vacation rentals in non-urban, 

low-virus regions
• Economic Recovery Grant recipients 

whose costs declined with revenues
• Workers and firms who can seamlessly 

work remotely
• Restaurants with viable drive-through and

home delivery options
• People with low COVID hospitalization

risks
• And many others…

• People especially vulnerable to severe 
COVID hospitalization risk

• Poorer families with no healthcare
• Airlines, other transportation and 

leisure & hospitality workers and 
companies

• Women (largely), who have service 
jobs (esp.) and dependent children at 
home

• Students enrolled in schools that are 
closed or entirely remote

• Anyone with slow or no internet 
• Small businesses suffering losses for

whom PPP made no financial sense 
• Nonresidential (esp. urban office and 

retail) real estate and construction
• Transportation fuel producers and 

providers
• And many others…
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Source:  U.S. Bureau of Economic Analysis, Percent of Disposable Personal Income
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Federal Stimulus Support Powers Equity Markets to Record Highs
(Data Through November 2020, S&P 500 Monthly Average, Source:  FRED data from S&P Global)
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Most in Need?  Stimulus Also Funds Commodity Speculation as Gold Hits Record High
Source: FRED data, London Fixing Price 3PM, Not Seasonally Adjusted
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Source:  Board of Governors of the Federal Reserve System 
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Source:  Board of Governors of the Federal Reserve System 
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Shares of Assets and Liabilities Owned by the Bottom 50% of U.S. Households by Wealth

Source:  Board of Governors of the Federal Reserve System 
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Third Quarter U.S. Corporate Profits Are Already Above Their Pre-Pandemic Peak 

(U.S. corporate profits with inventory valuation and capital consumption adjustment;  Source:  US BEA) 
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Based on Before and After Tax Corporate Profits with Inventory Valuation Adjustment and Capital Consumption Adjustment
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                Repair and rental of audio-visual, photographic, and information processing equipment
                    Motor vehicle leasing

                    Nonprofit private higher education services to households
                Corrective eyeglasses and contact lenses

                    Food supplied to military
                Expenditures abroad by U.S. residents

                Hospitals
                    Elementary and secondary schools

                    Tax preparation and other related services
            Health, gross output

                Moving, storage, and freight services
                    Proprietary and public higher education

                Cable, satellite, and other live television services
            Telephone and related communication equipment

                Telecommunication services
            Therapeutic appliances and equipment

                Legal services
            Communication

            Religious organizations' services to households
                    Homes for the elderly

                Net household insurance
                        Truck leasing

    Final consumption expenditures of nonprofit institutions serving households
            Religious organizations, gross output

                    Workers' compensation
                    Income loss

                    Medical laboratories
                Outpatient services, gross output

                    Tenant-occupied stationary homes
                Imputed rental of owner-occupied nonfarm housing

                    Electricity
        Other durable goods

                Electricity and gas
            Social services, gross output

                Cosmetic / perfumes / bath / nail preparations and implements
                Social assistance

                    Home health care
                    Prescription drugs

                Pharmaceutical products
                Life insurance

Goods
                Hair, dental, shaving, and miscellaneous personal care products except electrical products

                Stationery and miscellaneous printed materials
            Glassware, tableware, and household utensils

            New motor vehicles
                Video and audio equipment

            Educational books
            Recreational books

            Social services to households
                        Bakery products

            Food and nonalcoholic beverages purchased for off-premises consumption
                Window coverings

                    Cereals and bakery products
                    Milk, dairy products, and eggs

        Food and beverages purchased for off-premises consumption
                    Fats and oils

                        Pork
                        Vegetables

                Pets and related products
                    Fish and seafood

        Furnishings and durable household equipment
                Jewelry

        Motor vehicles and parts
                Electric appliances for personal care

                    Other video equipment
            Video, audio, photographic, and information processing equipment and media

            Recreational items
            Tools and equipment for house and garden

                Sewing items
        Recreational goods and vehicles

                    Calculators, typewriters, and other information processing equipment
                Bicycles and accessories

            Net purchases of used motor vehicles
                    Video streaming and rental

                    Other delivery services
                    Net transactions in used trucks

            Sports and recreational vehicles
                    Pleasure boats

The Pandemic Winners and Losers: Change in Personal Consumption Expenditures 2020Q3 vs. 2019Q3



-100.0% -80.0% -60.0% -40.0% -20.0% 0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
                    U.S. travel outside the United States

                    Medical expenditures of foreigners
                    Motion picture theaters

                    Foreign travel in the United States
                Foreign travel by U.S. residents

                    Passenger fares for foreign travel
                    Spectator sports

                            Elementary and secondary school lunches
                Admissions to specified spectator amusements

                    Railway transportation
                Package tours

                Less: Expenditures in the United States by nonresidents
                    Employment agency services

                    Live entertainment, excluding sports
                Photo studios

                        Meals at schools
                Amusement parks, campgrounds, and related recreational services

                    U.S. student expenditures
                Water transportation

                            Higher education school lunches
                Housing at schools

                    Hairdressing salons and personal grooming establishments
            Membership clubs, sports centers, parks, theaters, and museums

                            Meals at drinking places
                        Taxicabs and ride sharing services

                        Intracity mass transit
            Accommodations

                Hotels and motels
                Ground transportation
                    Road transportation

                    Parking fees and tolls
                        Other road transportation service

                Pari-mutuel net receipts
                Professional association dues

                Personal care services
            Public transportation

                    Other personal business services
            Personal care and clothing services

                Social advocacy and civic and social organizations
                            Other direct commissions

            Civic and social organizations' services to households
                    Private employees' expenditures abroad

                Air transportation
                Maintenance and repair of recreational vehicles and sports equipment

                Museums and libraries
            Services of social advocacy establishments to households

                Foundations and grantmaking and giving services to households
            Foundations and grantmaking and giving services to households

                    Repair and hire of footwear
        Recreation services

                    Miscellaneous personal care services
            Professional advocacy services to households

                Commercial and vocational schools
            Recreation services, gross output

                    Expenditures of foreign students in the United States
            Recreation services to households

                Gasoline and other motor fuel
            Other recreational services

            Motor vehicle fuels, lubricants, and fluids
                    Motor vehicle rental

        Transportation services
        Gasoline and other energy goods

                Child care
                    New foreign autos

                Membership clubs and participant sports centers
                    Vocational rehabilitation services

                    Day care and nursery schools
                Lotteries

                        Direct commissions
                            Meals at other eating places

                Labor organization dues
            Gambling

                        Mutual fund sales charges
                            Other imputed commissions

                Other motor vehicle services
        Food services and accommodations

                Dental services
                Casino gambling

                Domestic services
                Accounting and other business services

                    Alcohol in purchased meals
            Motor vehicle services

                Photo processing
                Motor vehicle maintenance and repair

                    Securities commissions
                        Intercity buses

                    Food supplied to civilians
                Lubricants and fluids

                Other fuels
                Fuel oil

            Fuel oil and other fuels
            Civic and social organizations, gross output

                Food furnished to employees
                        Auto leasing

        Other services
            Food services

                Purchased meals and beverages
                    First-class postal service

                        Audio discs, tapes, vinyl, and permanent digital downloads
                    Meals and nonalcoholic beverages

                Men's and boys' clothing
            Foundations and grantmaking and giving establishments, gross output

                    Laundry and drycleaning services
            Social advocacy establishments, gross output

                    Proprietary and government nursing homes
                Shoes and other footwear

                Veterinary and other services for pets
                        Other purchased meals

            Garments
                Nursing homes

        Clothing and footwear
            Education services

                Nursery, elementary, and secondary schools
                Women's and girls' clothing

            Other clothing materials and footwear
                New autos

                        Specialty outpatient care facilities and health and allied services
                    Nonprofit nursing homes' services to households

                Nonprofit nursing homes services to households
            Professional and other services

                Clothing and footwear services
            Net expenditures abroad by U.S. residents

                    Financial service charges and fees
                        Indirect commissions

The Pandemic Losers: Change in Personal Consumption Expenditures 2020Q3 vs. 2019Q3



-100.0% -80.0% -60.0% -40.0% -20.0% 0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
                    Prescription drugs

            Pharmaceutical and other medical products
                Household linens

                Pharmaceutical products
            Food produced and consumed on farms

                    Mineral waters, soft drinks, and vegetable juices
                Life insurance

                    Pension funds
            Personal care products

Goods
                    Recording media

                Outpatient services to households
                Hair, dental, shaving, and miscellaneous personal care products except electrical products

                Nonalcoholic beverages purchased for off-premises consumption
                Tires

                Stationery and miscellaneous printed materials
                Clocks, lamps, lighting fixtures, and other household decorative items

                Dishes and flatware
            Glassware, tableware, and household utensils

                Nonelectric cookware and tableware
                Major household appliances

            New motor vehicles
                Photographic equipment

                Film and photographic supplies
                Video and audio equipment
                Household paper products

            Motor vehicle parts and accessories
            Educational books

                    Audio streaming and radio services
            Household appliances

            Recreational books
                    Nonprescription drugs

                    Food products, not elsewhere classified
            Social services to households

        Other nondurable goods
                    Other depository institutions and regulated investment companies

                        Bakery products
                Household cleaning products

                Accessories and parts
            Food and nonalcoholic beverages purchased for off-premises consumption

                Watches
                    Coffee, tea, and other beverage materials

                Window coverings
                        Video discs, tapes, and permanent digital downloads

                Food purchased for off-premises consumption
                    Cereals and bakery products

                        Eggs
                        Fresh milk

                    Milk, dairy products, and eggs
                        Processed dairy products

                    Net transactions in used autos
        Food and beverages purchased for off-premises consumption

                        Other meats
                        Cereals

                    Fats and oils
                    Processed fruits and vegetables

                    Meats and poultry
                        Pork

                        Poultry
                        Beef and veal

                        Vegetables
                    Fresh fruits and vegetables

                        Fruit
                Pets and related products

                    Audio equipment
            Household supplies

                    Fish and seafood
                    Tenant landlord durables

            Jewelry and watches
        Furnishings and durable household equipment

                New light trucks
                Postal and delivery services

                Jewelry
            Furniture and furnishings

    Durable goods
        Motor vehicles and parts

                Carpets and other floor coverings
                            Exchange-listed equities

                Electric appliances for personal care
                Small electric household appliances

                Used autos
                    Other video equipment

                Furniture
                Beer

            Video, audio, photographic, and information processing equipment and media
                    Used auto margin

            Alcoholic beverages purchased for off-premises consumption
            Recreational items

                Wine
                Outdoor equipment and supplies

            Tools and equipment for house and garden
                Tools, hardware, and supplies

                Clothing materials
                Sewing items

                    Computer software and accessories
                Spirits

        Recreational goods and vehicles
                Information processing equipment

            Magazines, newspapers, and stationery
                    Calculators, typewriters, and other information processing equipment

                Video and audio streaming and rental
                    Personal computers/tablets and peripheral equipment

                Bicycles and accessories
            Sporting equipment, supplies, guns, and ammunition

            Professional advocacy, gross output
            Net purchases of used motor vehicles
                Miscellaneous household products

                Newspapers and periodicals
                    Video streaming and rental

                Games, toys, and hobbies
                Less: Personal remittances in kind to nonresidents

                    Other delivery services
                    Used truck margin

                Used light trucks
                    Net transactions in used trucks

                    Pleasure aircraft
                Motorcycles

            Sports and recreational vehicles
                    Other recreational vehicles

                Pleasure boats, aircraft, and other recreational vehicles
                    Pleasure boats

                    Community food and housing / emergency / other relief services
                            Over-the-counter equity securities

The Pandemic Winners:  Change in Personal Consumption Expenditures 2020Q3 vs. 2019Q3





Effectively Managing the Pandemic 
has Massive Economic Benefits…
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Minus 20 Million, Plus 10 Million, Still 10 Million Jobs Below February Levels
Monthly Change in Total U.S. Payroll Employment, Seasonally-Adjusted, Source: U.S. Bureau of Labor Statistics

U.S. Job losses between February 
and October totaled about 10.1 
million, about a 6.6% decline

Vermont job losses totaled about 
27.4 thousand over the same 
period, a decline of 8.7%
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Employment Growth Craters During Shutdown - With Recovery Still Uncertain
Total Nonagricultural Employment, Percent Change vs. Year Ago, Seasonally Adjusted Data

Vermont

U.S.



2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

10.0

11.0

12.0

13.0

14.0

15.0

16.0

17.0

Jun-06

Jun-08

Jun-10

Jun-12

Jun-14

Jun-16

Jun-18

Jun-20

Pe
rc

en
t U

ne
m

pl
oy

ed
Wild Pandemic Unemployment Swings Amidst Measurement Issues

(Seasonally adjusted data, Source:  Bureau of Labor Statistics, U.S. Department of Labor)

U.S.

Vermont



50

55

60

65

70

75

Pe
rc

en
t

Pandemic Skews Labor Participation Rate Measurement in Vermont
Source:  U.S. Bureau of Labor Statistics
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7.5% and over

6.5% to 7.4%

5.5% to 6.4%

4.5% to 5.4%

3.5% to 4.4%

2.5% to 3.4%

2.4% and belowBureau of Labor Statistics
Local Area Unemployment Statistics

SOURCE:

Unemployment rates by county, 
2019 annual averages

(U.S. rate = 3.7 percent)



9.0% or higher

8.0% to 8.9%
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4.0% to 4.9%
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Local Area Unemployment Statistics

SOURCE:

Unemployment rates by county, 
October 2019-September 2020 averages

(U.S. rate = 7.2 percent)
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Trading Places, Again:  Vermont vs. New Hampshire Unemployment Rate

Percentage Point Difference in NH minus VT Unemployment Rate (positive = VT lower, negative = VT higher)

NH minus VT Unemployment Rate

When Above Zero, 
Vermont has lower

rate than New 
Hampshire

When Below Zero, 
New Hampshire 
has lower rate 
than Vermont
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Recent Vermont Initial Unemployment Insurance Claims

Are Still Close to the Highest Levels Reached During the Great Recession
(3 Month Centered Moving Average - Seasonally Adjusted Average Weekly Initial Unemployment Claims)
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VT Home Prices Begin to Accelerate and Will Significantly Exceed Inflation in Coming Years 
(FHFA Vermont Housing Price Index Percent Change vs. Year Ago)
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Finally Grow Apace

(Source:  FHFA Home Price Index)
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+21.7% since
prior peak

+5.7% since 
prior peak



3,000

3,500

4,000

4,500

5,000

5,500

3/1/2020 4/1/2020 5/1/2020 6/1/2020 7/1/2020 8/1/2020 9/1/2020 10/1/2020 11/1/2020

El
ec

tr
ic

ity
 D

em
an

d 
(M

W
h)

GMP Residential Electricity Sales in Vermont
(Normalized Actual vs. Baseline, Sources: Vermont Utilities, Itron, KRA)
GMP represents approximately 77% of the total Vermont electricity load

Normalized Actual Baseline
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GMP Small Commercial & Industrial Electricity Sales in Vermont
(Normalized Actual vs. Baseline, Vermont Utilities, Itron, KRA)

GMP represents approximately 77% of the total Vermont electricity load

Normalized Actual Baseline
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GMP Large Commercial & Industrial Electricity Sales in Vermont
(Normalized Actual vs. Baseline, Sources: Vermont  Utilites, Itron, KRA)
GMP represents approximately 77% of the total Vermont electricity load

Normalized Actual Baseline
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The Pandemic Will Continue to Demand 
Extraordinary Flexibility and Adaptability

in Policy Planning

• Updated Consensus Economic and Revenue 
Forecasts Will be Developed Throughout 
December and Early January, Following 
Release of December Tax Data, and Issued 
in Mid-January

• Hoping Sometime in 2021, Legislative 
Economic and Revenue Reviews May Again 
be In-Person!  



For Further Information, Contact 
The Vermont Joint Fiscal Office or:

Thomas E. Kavet, President
Dr. Nicolas O. Rockler, CEO
State Economist and Principal Economic Advisor
to the Vermont State Legislature

Kavet, Rockler & Associates, LLC
Economic and Public Policy Consulting

985 Grandview Road
Williamstown, Vermont  05679-9003  USA
Telephone:  802-433-1360
Facsimile:  866-433-1360
Cellular:  802-433-1111
Website:  www.kavetrockler.com
E-Mail:  tek12@columbia.edu

mailto:tek12@columbia.edu
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