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Rapid Rebound Results in Incomplete, Uneven 
Recovery

Spike in Unemployment Was Historic, but Less 
Than Feared

Drop in Consumer Spending Was Very Large, but 
Short-Lived

Stock Market and Technology Sector Doing 
Particularly Well

Safety Net Program Caseloads Have Not 
Materialized as Anticipated

What Has Changed Since the Budget Passed?
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(Continued)

What Has Changed Since the Budget Passed?
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Economic Uncertainty Clouds Outlook

Main Forecast Is Our Best Assessment
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Likely Significant Windfall in Upcoming Year
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Despite Windfall, Budget Faces Operating 
Deficit in 2021-22…
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…Which Grows in Future Years
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Could the Economy Grow Fast Enough to 
Overcome Operating Deficits?
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Recommend Restoring Budget Resilience 
Recommend Using Remainder of Windfall for 

One-Time, Pandemic-Related Needs
Some Early Actions Would Be Reasonable
Recommend Legislature Begin Multiyear 

Process to Address Operating Deficit Now

Comments and Recommendations
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lao.ca.gov
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Sources of Expenditure Growth
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In Contrast to the Rest of the Budget, 
Funding for Schools Grows
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