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* Percent of the labor force that is unemployed.

** Percent change from prior quarter
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We project total, “for budget”, revenues to be $19.7 billion in fiscal year 2009 and $19.7 billion in fiscal year 2010.  This represents a 5.7 percent decline from fiscal year 2008 to 2009, and a 0.1 percent growth from fiscal year 2009 to 2010.
Adjusting for changes in tax law and one-time revenue events, the baseline change in revenues is projected to be a decline of 5.4 percent from fiscal year 2008 to 2009, and a decline of 0.3 percent from fiscal year 2009 to fiscal year 2010.
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This forecast is based on the Global Insight’s December baseline macro forecast of the U.S. economy, with updated stock price history, and James Stock’s models of the relationship between U.S. and Massachusetts economic growth, and state economic growth and tax revenues.
The U.S. and state economies are deteriorating sharply in the current quarter, and are expected to continue to decline through the middle of next year in terms of output, and through the end of next year in terms of employment.  Nationally, on a quarterly basis, Global Insight is projecting real gross domestic product to fall 2.5 percent from its peak in the second quarter of 2008 to its trough in the second quarter of 2009, and employment to fall 2.7 percent from its peak in the fourth quarter of 2007 to the fourth quarter of 2009.  The U.S. unemployment rate is expected to peak at 8.7 percent in the second quarter of 2010.  
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In Massachusetts, real gross state domestic product is projected to fall 1.6 percent between the third quarter of 2008 and the second quarter of 2009, and employment is projected to fall 3.1 percent between the third quarter of 2008 and the fourth quarter of 2009.
There is substantial uncertainty in the economic outlook, particularly on the down side.
� The forecasts include the following adjustments to the projected baseline growth.  Baseline-adjusted fiscal year 2008 revenues were calculated as actual 2008 revenues reduced by $272 million to account for one-time revenues received between December 2007 and June 2008.  The fiscal year 2009 forecast applies the baseline growth of -5.4% to the 2008 baseline-adjusted revenues, and then adds $238 million in new revenues for fiscal year 2009 expected to be realized between December 2008 and June 2009, and subtracts $25 million in one-time revenue declines expected to be realized between December 2008 and June 2009.  The fiscal year 2010 forecast applies the baseline growth of -0.3 percent to fiscal year 2009 revenues after adding back the one-time revenue decline of $25 million, and then adds $66 million in new revenues expected to be received in fiscal year 2010.
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