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Economic Overview — National

U.S. real GDP rose by 3.3% in the second quarter of 2025 following a 0.5% contraction in the first quarter, largely due
to volatility in international trade activity.

Inflation

= The Personal Consumption Expenditures price index (PCE) rose at an annualized rate of 2.4% in the second quarter of 2025, following a 2.7% gain
in the previous quarter. The less volatile core PCE (excludes food and energy) grew 2.5% over the same period.

= Tariffs are expected to keep inflation elevated for the remainder of 2025.

Employment

= A softer-than-expected July jobs report, along with significant downward revisions to previous months, suggests a slower hiring environment than
previously anticipated.

* The unemployment rate held steady at 4.2%, partly due to a shrinking labor force in recent months—driven in part by tighter immigration

restrictions.
= Capital Markets
= The Federal Reserve lowered its benchmark interest rate to between 4.00% and 4.25% amid slowing labor market conditions and other economic
uncertainties.
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Economic Overview — District

= The District’s economy continues to underperform the national economy except for personal income/wages for
residents, which have grown faster in the first quarter of 2025 relative to the previous year’s level.
= Employment

= Total employment in the District declined by 3,626 jobs in the second quarter of 2025 compared to a year earlier, driven primarily by losses in
the federal government and business services sector.

= The District’s resident unemployment rate has been persistently rising during the last couple of years, reaching 6.0% in July 2025, as
unemployment has risen with the increase in the civilian labor force (fewer jobs to meet the rising demand for jobs)

= Although federal job losses have progressed more slowly than projected in the February 2025 estimate, partially due to several court rulings,
private sector jobs were revised down more sharply.

= Capital Markets

= Stock market performance, highly correlated to personal and corporate income tax revenue, was strong in the first half of 2025. The forecast
for the S&P 500 index, a measure of market performance, is revised up for the current fiscal year but is expected to slow down as the economy
begins to weaken.
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September Economic Revision — District

GDP and consumer spending in the District have been revised downward for both 2026 and 2027.

Employment

= The September forecast maintains the total projected reduction in federal workforce over the five-year forecast period at approximately
40,000 jobs.

= Fewer Jobs/More Workers — While private sector job growth in D.C. has lagged earlier projections—prompting downward revisions to the
employment outlook—household counts and the civilian labor force are revised upward.

Capital Markets and Corporate Performance

= The stock market, represented by Standard & Poor’s stock market index (S&P 500), is projected to grow by 6.8% in FY 2025, a 10.2%
improvement from the last forecast.

= The forecast for corporate profits has improved since the last forecast as companies expand and benefit from the boom in artificial
intelligence.

Property
= The outlook for the housing sector—particularly housing starts and single-family home sales—continues to weaken.

= Commercial office vacancy rates have been revised downward, but rental income is expected to fall, and capitalization rates are expected
to increase due to shrinking demand for office space.
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Year-to-date (YTD) Revenue — FY 2025 vs FY 2024

= Year-to-date revenue collections proved resilient,
growing 11.2%, despite a slowing labor market and an FY 2025 YTD REVENUE GROWTH
expected slowdown in consumer spending. 32.6%

I NON-TAX & LOTTERY

¢ Collections through August are $997.5 million (11.2%) higher
than the same period in FY 2024.

o . . I 20.5% CORPORATE FRANCHISE TAXES
e Individual income tax revenue, which has increased year-to date
by $441 million (16.3%), accounts for 44 percent of the
increased revenue collections, primarily due to a rise in non- D 19.4% OTHER TAXES
withholding tax receipts.
«  Corporate franchise tax receipts are up by $154.6 million, N 16.3% INDIVIDUAL INCOME TAXES
benefiting from higher corporate profits and earnings.
»  Traffic fine collection and payroll tax transfers from the I 9.7% UNINCORPORATED FRANCHISE TAXES
Universal Paid Leave fund continued to boost the non-tax
comppnept and offset. the decline in most othe.r non-tax sources, B 5.4% SALES & USE TAXES
resulting in $242.8 million more revenue relative to last year.
*  Sales and use tax collection is up by $85.2 million, primarily B 1.4% GROSS RECEIPT TAXES
due to strong restaurant and retail spending.
*  Real property tax collections were down by $15.7 million, -0.9% i PROPERTY TAX

mainly due to a decline in commercial property tax receipts.
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FY 2025-2029 Financial Plan — Local Component

September 2025 Revenue Estimate Compared to Previous Estimate

Actual Estimated Projected
Local Source, General Fund Revenue Estimate ($M) FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
June 2025 Revenue Estimate 10,223.9 10,923.9 10,630.6 10,917.4 11,278.7 11,656.4
FY 2026 Budget Support Act Revenue -100.9 18.2 94.2 103.4 106.8
Estimated Revenue Impacts of OBBBA* -94.4 -171.6 -151.5 -139.4 -100.8
September economic revision to the estimate 208.9 263.6 161.1 153.7 116.8
September 2025 Revenue Estimate 10,223.9 10,937.5 10,740.8 11,021.2 11,396.4 11,779.2
Revenue Change From Previous Year
Amount 713.6 (196.7) 280.4 375.3 382.8
Year-Over-Year Percent Change 7.0% -1.8% 2.6% 3.4% 3.4%

* One Big Beautiful Bill Act, Pub. L. No. 119-21
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FY 2025-2029 Financial Plan Forecast Revision

* Higher non-withholding income taxand - EcONOMIC REVISION TO JUNE ESTIMATE ($000)

corporate franchise revenue more than

offset lower sales and withholding tax SOURCES OF REVISION Y2024  FY2025 FY 2026 FY 2027 FY 2028 FY 2029
revenuce fOI’ a net increase n revenue PROPERTY B 2’429 5’194 4’381 (4’320) (23’308)
relative to the previous forecast across the ~ SALES & EXCISE - 4,679 (23,810) (29,613) (42,319) (33,440)
financial plan. INCOME i 115,731 290,491 199,568 233129 235,116

= Higher non-withholding tax revenue INDIVIDUAL INCOME TAX 54,601 88,383 1,664 (15,217) (1,465)
reflects the rapid appreciation of financial
assets (like stocks) over the past year. WITHHOLDING 29,844 (50,762) (76,656) (77,657)  (62,167)

NONWITHHOLDING 24,757 139,145 78,320 62,440 60,702

= Increased corporate tax revenue indicates
strong corporate earnings growth and a CORPORATE FRANCHSIE (46,244) 17,811 27,832 61,458 79,119
more positive profitability outlook linked UNINCORPORATED BUSINESS 12,973 12,697 18,572 17,388 26,762
to the anticipated Al boom GROSS RECEIPTS i (1,752) (50,496) (53,375) (56,958)  (73,905)

= Deeper than anticipated job losses from DEED, ECON AND ESTATE - 30,564 (76) 150 (9) 218
the federal downsizing and projected GROSS TAX 151,651 221303 121,111 99,523 74,681
Zﬁiﬁi;‘gS&?ﬁ;gﬁﬁgiﬁ;ﬁ;ﬁ:rtl:;ng NONTAX & LOTTERY 48,081 (9,518) (8,907) (10327)  (10,086)
revenuce.

Net REVISION (GROSS) 199,731 211,786 112,204 89,195 64,595

" Lower real property tax revenue in the Dedicated revision (9,209) (102,938) (48,629) (64253)  (51,975)
out-years is a delayed impact of the LOCAL FUND REVISION 208,941 108,848 160,833 153,449 116,570

current reduction in federal lease space.
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Risks to Outlook

= National
= Economic uncertainty related to stricter trade and immigration policies
* Federal government shutdown
= Uncertainty around federal tax policy implementation and enforcement
= Persistent inflation
= Financial market volatility
= Corporate performance volatility
= Geopolitical turmoil as wars in Ukraine and the Middle East escalate

= Risk of U.S. recession/stagflation
= District
= (Changes to federal employment and office use patterns

= Population stalls due to federal workforce reductions and tighter immigration

* Declining tourism amid more restrictive trade and immigration policies
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Questions?
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