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Economic & Fiscal Update

Fiscal Update — Expenses

State overview

Moody’s: A3/Negative Outlook
Standard & Poor’s: A-/Negative Outlook
Illinois’s investment grade ratings are supported by structural
budget improvements in fiscal year 2013 due to economic
improvements, revenue growth, and implementation of
spending controls. However, the state’s payables outstanding
remain high despite declining an estimated 16% year-overyear to $4.2B in fiscal year 2013. Lack of action on pension
reform has materially impacted the state’s credit ratings and
outlooks. Illinois’ economy remains broad and diverse, and
has seen modest economic growth since 2009.
Source: Illinois Dept. of Revenue, July 2013

Illinois General Obligation Update

• Moody’s lowered its rating to A3 from A2 and affirmed
its negative outlook in June of 2013, citing lack of
action to reform pension system, delay in paying bills,
and elected government officials’ inability to guide the
state towards a better financial future.
•S
 tandard & Poor’s lowered its rating to A- from A and
maintained its negative outlook in January of 2013 and
was affirmed in June of 2013, citing weakened pension
funded ratio and lack of action on pension reform that
would improve funding level and reduce rising costs
associated with annual contributions.

Income tax 47%
Federal and other grants 20%
Sales and use tax 19%
Other revenue 15%

Income Tax Revenues
As highlighted in the chart below, income tax revenues
increased 40% year-over-year to $17.4B in fiscal year 2012.
The significant rise in income tax revenue is due to a temporary
rate hike in both corporate and personal income taxes that
expire at the end of fiscal year 2014.
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The state increased total general fund spending by 14%
year-over-year with education expenses growing 24%, public
safety expenses increasing 18%, and health expenses rising
6% in fiscal year 2012. General government expenses, the
largest portion of the “other” category, increased 89%
year-over-year in fiscal year 2012.

Illinois Pension Funding
The state’s defined benefit pension plan was 40% funded in
fiscal year 2012: actuaries consider a funding ratio of 80%
adequate to cover liabilities. The state has experienced a
steady decline in pension funding assets and has consistently
funded the plan below the annual required contribution. The
state sponsors five public employee defined benefit
retirement plans that cover retired, inactive, and active state
employees. The unfunded pension liability grew 14%
year-over-year to $94.6B and increased a cumulative 132%
between fiscal year 2006 and 2012.
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Health 53%
Education 32%
Public safety 7%
Other 7%

Source: Illinois Dept. of Revenue, Jan. 2013

Fiscal Update — Revenues
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Illinois State Employment Change Year Over Year by
Industry as of 07/31/13
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Illinois Unemployment Through July 2013
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The state’s population grew an estimated 0.3% between
2010 and 2012 to 12.86 million and is the nation’s fifth
most populous state. Illinois experienced Gross State
Product (GSP) under-performance relative to national Gross
Domestic Product (GDP) in 2012. The under-performance
was due to elevated unemployment and foreclosure rates.
Although foreclosures have dropped 44% year-over-year,
Illinois’ foreclosure rate remained among the top 6 states
as of July 2013. Illinois’ unemployment rate has declined
from peak of 11.3% in February of 2010 to 9.3% in July of
2013 and continues to trend well above the national rate.
The state’s per capita income and median household income
remain strong at 105% and 107% of national averages, and
the state’s poverty rate of 13.1% is below the national rate
of 14.3%. The state’s economy is anchored by the service
sector and is the transportation hub of the Midwest via
Chicago. Manufacturing has a sizeable presence throughout
the state; however, Illinois is less reliant on manufacturing
than most Midwestern states. Agriculture land accounts for
nearly 80% of the state’s total land area and ranks second
nationally in the export of agricultural commodities. Illinois is
a leading producer of soybeans, corn, and swine.

2003

Economic Update

12

Illinois GSP and U.S. GDP Percentage Growth
2009
4.0
3.0
2.0
1.0
0.0
-1.0
-2.0
-3.0
-4.0 -3.3 -3.4

2010
2.4

United States

2011
1.8

1.6

8

2012
2.1

2.5

9.2
7.4

10
6
1.9

4
2
0
U.S. unemployment

IL unemployment

Source: U.S. Bureau of Labor Statistics, Aug. 2013
Illinois

Source: U.S. Bureau of Economic Analysis, June, 2013

Explore Intentional Investing with Invesco®
About risk

The preceding information is a brief summary of a number of complex factors affecting the economy of the State of Illinois and does not purport
to be a complete description of such factors. These factors may impact Illinois issuers of debt obligations. The information is derived from sources
that generally are available to investors, including information related to debt offerings of Illinois issuers, other publicly available information and
media reports as of August 2013. However, it has not been updated since that time. Invesco has not independently verified the accuracy and
completeness of the information and the reports used for this summary. The information is intended to give a recent historical description and is not
intended to indicate future or continuing trends in the financial or other positions of Illinois and does not relate to any investments.
A credit rating is an assessment provided by a nationally recognized statistical rating organization (NRSRO) of the creditworthiness of an issuer
with respect to debt obligations, including specific securities, money market instruments or other debts. Ratings are measured on a scale that
generally ranges from AAA/Aaa (highest) to D/C (lowest); ratings are subject to change without notice. For more information on Standard and Poor’s
rating methodology, please visit www.standardandpoors.com and select “Understanding Ratings” under Rating Resources on the homepage or
Moody’s at www.moodys.com and select “Rating Methodology” under Research and Ratings on the homepage.
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