The Economic and Budget Crisis
in Massachusetts



Crashing perceptions of the state of the economy...

Have they leveled off?
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Light at the end of the tunnel?

Mow that the NEER has dated the start of the recession in December 2007, what month and year will it end?

Survey results:
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Selection of comments:
= Easing credit shoclk paves way for slow recovery. = End of docline but a long read to "recovery.”
= We look for modest, but anemic, growth in the second half of 2009.  * Thanks to the stimulus.

Source: The Wall Street
Journal



Consumer spending may have bottomed out.

400,000 RetailSales, U.S.
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The best news so far is an improvement in investor
confidence.

Stock Index Growth
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Tech crash redux
Semiconductor Billings, World Market

Source: Semicond uctor Industry Association. Seasonally Adjusted by Author
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Has the bottom been reached in semiconductors?

Semiconductor Billings

Source: SemiconductorIndustry Association,seasonally adjusted
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Initial unemployment claims are as high as in the ‘89-91
recession.

Massachusetts Weekly Initial Unemployment Claims
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The official unemployment rate understates the
weakness in the labor market.

Unemployment and Underemployment Rate

Source: U.S. Bureau of Labor Statistics. The unemployment rate is the officialunemployment rate as released bythe BLS. The
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Massachusetts real gross domestic product has already
declined more than in the prior recession.

Growth in Current Economic Index, Massachusetts
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The pace of decline in Massachusetts may be slowing.

Growth in Real Product, Massachusetts Current Economic

Indexvs. U.S. GDP
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The view of local economists may not be as upbeat as
their national counterparts.

Selected US/Massachusetts GDP Forecasts for 2009
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More severe than the last recession, but not as bad as

the 89-91 recession.
Employment Growth, Massachusetts vs US
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Housing will once again become affordable.

Median House Price to Per Capita Income Ratio, Massachusetts
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Another severe revenue crisis.

500

400

300

200

100

0.0

-100

-200

Massachusetts Total Revenues for Budget

Growth from Same Month Prior Year

Source:DOR, Local level model estimated by UMass

a9l
s092
93
s
Jan9S
Ja0-9%6
37
Jan-5u
199
-
Jodl
Jand2

uuuuuuu




The capital gains nightmare was not just a dream.

Capital Gains Taxes, TaxYears 1982 to 2009
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A deepening structural deficit in Massachusetts

Total DOR Taxes, Seasonally Adjusted and Smoothed, vs.
Trend

Source: DOR, author's calculations
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