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State Economic Update



Economic data sending mixed signals
• Negative signals in retail sales, payrolls, and industrial 

production
• Positive signs in labor markets

Heighted risk of a recession remains 
(although not a certainty)

Observations on the State Economy
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Heightened Risk of a Recession
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Heightened Risk of a Recession
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Heightened Risk of a Recession
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Inflation Moderating, 
But Remains a Key Issue
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State Budget Update



Revenue Estimates for Budget Window in 
Historical Context
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Inflation-Adjusted Revenue Collections from State's 
Three Major Sources 



Governor’s budget included an estimated $18 
billion budget problem (aka deficit).

However, recent revenue collection data 
suggest budget problem is likely to be larger 
in May.

State also faces moderate ongoing budget 
shortfalls under Governor’s budget estimates.

Budget Problem in 2023-24
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Governor’s Budget Relies Mainly on 
Spending-Related Solutions
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Governor’s emphasis on spending 
reductions, rather than reserves, is prudent.

Recommend the Legislature plan for a larger 
budget problem by identifying more spending 
reductions due to downside revenue risk. 

State Budget Condition
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lao.ca.gov
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Supplemental Graphics
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