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FOREWORD

This report includes a national and state economic forecast for calendar
year (CY) 2023 through CY 2026. It also presents preliminary General
Fund/General Purpose (GF/GP) and School Aid Fund (SAF) revenue for
fiscal year (FY) 2022-23, revised revenue estimates for FY 2023-24 and FY
2024-25, and initial estimates for FY 2025-26. Estimates reported herein
will be presented to the Consensus Revenue Estimating Conference on
January 12, 2024, and will be used to facilitate the consensus estimating
process.

This report includes House Fiscal Agency (HFA) analyses of important
factors that will affect state and national economies through the year
2026, and estimates of the Countercyclical Budget Stabilization Fund,
state compliance with the Constitutional State Revenue Limit, and GF/GP
and SAF year-end balances.

Benjamin Gielczyk, Associate Director, and Jim Stansell, Senior
Economist, are the authors of this report. Kathryn Bateson,
Administrative Assistant, prepared the report for publication.
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ECONOMIC
OVERVIEW
AND FORECAST

This section presents the economic forecast used by the House Fiscal Agency to produce
its revenue forecasts for FY 2023-24 through FY 2025-26. In developing the U.S. and
Michigan forecasts, key macroeconomic data such as employment, interest rates, business
investment, light vehicle sales, international trade, oil prices, and consumer spending are
examined with the goal of combining these variables along with others into an overall
snapshot of the U.S. economy for the past year, current year, and two subsequent years.
The key segments for Michigan include the automotive sector, the labor force and
employment, wage and salary income, and inflation rates.

The national economy held up better than expected in CY 2023, with estimated 2.5% real
GDP growth, despite aggressive rate hikes by the Federal Reserve to mitigate inflationary
pressures. Prior assumptions that inflation moderation would come at the expense of a
strong labor market have not come to fruition. Inflation has moderated, albeit not quite to
the Fed's 2% target, and the labor market remains strong. That said, the forecast assumes
the labor market will eventually soften and the economic growth will slow to 1.7% in CY
2024 but avoid a recession. Real GDP will rebound to 2.0% in CY 2025 and 2.1% in CY 2026.

Employment growth will moderate throughout the forecast window, averaging about 0.8%
annual growth, and the unemployment rate will peak at 4.2% in CY 2025 before dropping
back to 4.1% in CY 2026. Inflation will continue its downward trend and decline to 2.2% in
CY 2026.

Michigan’s economy and state revenue are significantly affected by the strength of the
national economy. The Michigan outlook projects a slightly weaker employment picture
than the national economy with softer employment growth and unemployment peaking at
4.4% in CYs 2024 and 2025 before dropping to 4.2% in CY 2026. A tight labor market will
run up against an aging workforce and Michigan's population growth challenges.
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Total Wage and Salary Employment

Figu

re 1 shows the monthly percent change in total wage and salary employment for both

the U.S. and Michigan from January 2000 through November 2023.
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Figure 1

Total Wage and Salary Employment
Percent Change From January 2000 Through November 2023
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U.S. Wage and Salary Employment

U.S. employment peaked in February 2001, and then began a long slide that did not
end until August 2003. During this 30-month period, more than 2.7 million jobs were
lost — about 91,800 jobs per month on average. This decline was followed by 53
consecutive months of job growth, and by January 2008, more than 8.1 million jobs
had been added.

The recession which began in February 2008 led to 25 continuous months of
employment declines during which almost 8.8 million jobs were lost. Job gains finally
reappeared in March 2010, and during the 128-month span of job growth that ensued,
U.S. wage and salary employment surpassed the pre-recession peak and by February
2020, total cumulative growth during the expansion topped 22.8 million jobs.

The sharp decline brought about by COVID-19 saw employment drop back to roughly
the same level as January 2000, but through November 2023 employment has grown
by 26.6 million jobs and total employment is now 3.0% above pre-pandemic levels.

Michigan Wage and Salary Employment

Michigan endured more than a decade of job losses during the early 2000s, during
which time wage and salary employment in Michigan dropped by almost 18% relative
to January 2000. As the labor market began recovering from the Great Recession,
steady job growth continued each year through 2019, although by the end of the
decade annual gains were slowing. Still, by the end of 2019, total employment was
within 5% of the January 2000 level.
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As with employment nationwide, sharp declines occurred in March and April of 2020
as employment plunged well below Great Recession levels. As of November 2023,
Michigan has added back about 1.03 million jobs from the pandemic low point in April
2020, but is still about 68,600, or 0.6%, below the pre-pandemic level in February 2020.

U.S. and Michigan Motor Vehicle Industry

Early releases indicate that light motor vehicle sales totaled 15.5 million units in CY 2023,
an increase of 12.7% from the 13.8 million vehicles sold in CY 2022. Light motor vehicle
sales are forecast to increase to 16.0 million units in CY 2024 and continue growing to 16.5
million units in both CY 2025 and CY 2026, falling short of pre-pandemic levels throughout
the forecast window.

The market share of imports and transplants (vehicles with a foreign nameplate that are
made in the U.S.) has stabilized in recent years. As shown in Figure 2, the market share of
the Detroit-3 auto manufacturers was 36.0% in CY 2023 and is expected to decline to 34.5%
by the end of the forecast.

The level and composition of light motor vehicle sales as well as the extent to which the
domestic nameplates can retain market share will have a direct impact on Michigan’s
economy. In CY 2023, the Detroit-3 is expected to sell 5.6 million vehicles, which is on par
with CY 2022. It is projected that the Detroit-3 will sell approximately 5.8 million vehicles in
CY 2024 before sales decrease to around 5.7 million units in CY 2025 and CY 2026.

Figure 2

Detroit-3 Share of Light Vehicle Sales
E—3Sales in Millions
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U.S. Forecast Highlights
Real GDP growth is forecast to increase 1.7% in CY 2024, 2.0% in CY 2025, and 2.1% in CY
2026.

Inflation, as measured by the Consumer Price Index (CPl), is forecast to continue its
downward trajectory, increasing 2.8% in CY 2024, 2.3% in CY 2025, and 2.2% in CY 2026.

Light vehicle sales are forecast to increase to 15.5 million units in CY 2023, 16.0 million
units in CY 2024, 16.5 million units in CY 2025, and 16.5 million units in CY 2026. The import
share of light vehicles is forecast to increase from 21.8% in CY 2023 to 23.7% in CY 2026.

Wage and salary employment growth is expected to increase 2.3% in CY 2023, 1.1% in CY
2024, 0.6% in CY 2025, and 0.8% in CY 2026.

The national unemployment rate is expected to be 3.7% in CY 2023; it is forecast to increase
to 4.1% in CY 2024 and 4.2% in CY 2025 before decreasing slightly to 4.0% in CY 2026.

Interest rates on three-month T-bills are expected to increase from 5.07% in CY 2023 to
5.20% in CY 2024, and then decrease to 4.61% in CY 2025 and 3.97% in CY 2026 as the
Federal Reserve lowers interest rates in response to declining inflation.

Michigan Forecast Highlights
Michigan wage and salary employment growth is expected to grow by 1.5% in CY 2023,
0.8% in CY 2024, 0.6% in CY 2025, and 0.4% in CY 2026.

Michigan’s unemployment rate is expected to be 4.0% in CY 2023; it is forecast to increase
to 4.4% in CY 2024 and CY 2025 before decreasing to 4.2% in CY 2026.

Michigan personal income is expected to increase by 4.7% in CY 2023, 3.6% in CY 2024 and
continue to grow at rates of 4.3% in CY 2025 and 3.7% in CY 2026.

Michigan wage and salary income is expected to increase 6.2% in CY 2023; it is forecast to
increase 4.3% in CY 2024, 3.8% in CY 2025, and 3.3% in CY 2026.

Inflation (as measured by the Detroit Consumer Price Index) is forecast to increase 2.1% in
CY 2024, 2.0% in CY 2025, and 1.9% in CY 2026.

Additional details of the U.S. and Michigan forecasts are presented in Table 1 on the
following page.
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Table 1

ECONOMIC FORECAST VARIABLES

Calendar Calendar % Change Calendar % Change Calendar % Change Calendar % Change
2022 2023 from 2024 from 2025 from 2026 from
Actual Estimate Prior Year Estimate Prior Year Estimate Prior Year Estimate Prior Year

United States

g‘?ﬁ‘:ﬁ;";ﬂgﬂﬁ‘fﬁ;‘igr°d“°t $21,822.0 $22,357.2 25% $22,743.0 17% $23,196.5 2.0% $23,683.4 2.1%

Implicit Price Deflator GDP

0, 0, 0, 0,
o 117.965  122.430 3.8%  125.902 2.8%  128.802 2.3%  131.764 2.3%
(F’Z%rf;’fﬁ'og)"”s”mp“o” Deflator 116.036  120.530 3.9%  123.891 2.8% 126718 23% 129524 2.2%
Consumer Price Index o o o o
e 292.655  304.654 41%  313.184 2.8%  320.388 2.3%  327.436 2.2%
Consumer Price Index (FY) o o o o
(198284  100) 287.723  302.289 5.1%  311.090 2.9%  318.655 2.4%  325.657 2.2%
Federal Funds Rate o o o o o
e e Tty 1.7% 5.0% 5.1% 4.3% 3.6%
3-month Treasury Bills 2.0% 5.1% 5.2% 4.6% 4.0%
Interest Rate (Percent) : : : ’ :
Aaa Corporate Bonds 5.3% 6.8% 6.7% 6.2% 6.0%
Interest Rate (Percent) . . . . :
Unemployment Rate 3.6% 3.7% 4.1% 4.2% 4.0%
(Percent) : : ’ ’ :
e ] 7l [ ol en 152.6 156.2 2.3% 158.0 1.1% 159.0 0.6% 160.2 0.8%
(Millions of workers)
Housing Starts 1.551 1390 (10.4%) 1350  (2.9%) 1.375 1.9% 1.398 1.7%
(Millions of units)
g i il Sl 13.8 15.5 12.7% 16.0 3.2% 16.5 3.1% 16.5 0.0%
(Millions of units)
Passenger Car Sales 2.9 3.1 9.6% 3.2 2.1% 3.3 1.6% 3.2 (0.8%)
(Millions of units)
Lisfi ) Ut o 10.9 12.3 13.1% 12.8 3.9% 13.2 3.5% 13.3 0.2%
(Millions of units)
Import Share of Light Vehicles 21.0% 21.8% 23.6% 23.6% 23.7%
(Percent) ' ! ' ' '
Detroit-3 Share of Light Vehicle Sales o o o o o
ot 38.6% 36.0% 36.0% 35.2% 34.5%
Personal Income o o o o,
(Bilhome of cumront dollars) $21,840.8 $22,966.3 5.2% $23,918.5 4.1% $25,124.0 5.0% $26,344.2 4.9%
Michigan
e e el mplio et 4362.9  4,428.3 15%  4,463.7 0.8%  4,491.2 0.6%  4,509.3 0.4%
(Thousands of workers)
Transportation Equipment Employment 40 ¢ 185.1 0.3% 186.8 0.9% 188.5 0.9% 1883  (0.1%)
(Thousands of workers)
U T i 4.2% 4.0% 4.4% 4.4% 4.2%
(Percent) . . : : :
Personal Income $572,325  $599,168 47%  $620,447 3.6% $647,313 43%  $671,011 3.7%
(Millions of current dollars)
Real Personal Income o o o o
o (e $213,265  $211,997 (0.6%) $213,947 0.9% $218,195 2.0% $221,316 1.4%
Wage and Salary Income $282,922  $300,444 6.2% $313,477 4.3% $325,506 3.8%  $336,208 3.3%
(Millions of current dollars)
e Laray man Frles o 268122  282.679 5.4%  288.603 21%  294.413 2.0%  300.090 1.9%
(1982-84 = 100)
33‘8?_2 4C_°?g(‘)‘)mer Price Index (FY) 263.469  280.400 6.4%  286.473 2.2%  293.011 2.3%  298.656 1.9%

Economic OuTLookK AND HFA REVENUE ESTIMATES: JANUARY 2024
House Fiscal Agency Page 5






RISKS AND
UNCERTAINTIES

An economic forecast is based on the best information available at the time the forecast is
prepared. Because information and foresight are not perfect, risks and uncertainties are
inherent in any forecast, and variations in the underlying factors can exert either optimistic
or pessimistic influences on the forecast. Some of the more prevalent risks are highlighted
below.

Inflation and Monetary Policy

Elevated inflation levels led the Federal Reserve to aggressively raise rates throughout CY
2022 and CY 2023 reaching the forecasted terminal range of 5.25-5.50%. As inflation
subsides and the labor market cools from its current levels, the forecast assumes the Fed
will begin to loosen monetary policy beginning in the latter half of CY 2024. While the
forecast assumes the Fed is successful at reducing inflation to levels closer to its target rate
in the near term, if inflation persists at levels above the Fed's target necessitating further
monetary tightening or maintaining rates higher for longer this would present a downside
risk to the forecast.

Geopolitical Conflict and Global Economic Conditions

The Russia-Ukraine and Israel-Hamas conflict continue to present challenges on multiple
fronts as countries respond politically, militarily, and economically. Certainly, a quicker end
to the conflicts presents an upside risk, while a protracted or intensified set of conflicts and
a more pronounced slowdown in global growth is a downside risk to the forecast.

Financial Setbacks

Higher for longer interest rates could lead to constrained lending for both businesses and
households, which could restrain economic growth in the near-term. On the other hand,
interest rates below those forecasted could lead to increased consumer and business loan
demand and a quicker rebound in the housing market, among other things. Therefore, the
direction of lending standards is both an upside and downside risk to the forecast

There has been an upward trend in commercial real estate loan delinquencies since the
fourth quarter of 2022. Stress in the commercial real estate market does present a downside
risk to the forecast as it could precipitate further bank stress.

Economic OuTLookK AND HFA REVENUE ESTIMATES: JANUARY 2024
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GF/GP AND
SAF REVENUE

Revenue estimates are based on the economic performance of the components of national
and state economies discussed in the previous section. This section contains the House
Fiscal Agency’s January 2024 baseline and net General Fund/General Purpose (GF/GP) and
School Aid Fund (SAF) estimates as well as recommended revisions from the May 2023
Consensus Revenue Estimating Conference (Table 2), detailed net GF/GP estimates (Table
3), and detailed net SAF (Table 4) estimates. Also, included in this section are estimated
year-end balances for GF/GP, the SAF, the budget stabilization fund (BSF), and the state
revenue limit calculation.

Baseline and Net GF/GP and SAF Revenue Estimates

Table 2 reports GF/GP and SAF revenue in terms of baseline and net revenue. Baseline
revenue does not include the impact of partial-year policy changes or certain other policy
changes that have recently been adopted. Baseline estimates are comparable across fiscal
years and demonstrate the changes to state revenue that are driven by changes in the
economy. The preliminary total baseline GF/GP and SAF revenue is $34.8 billion in FY 2022-
23. It is forecast to decrease 0.2% in FY 2023-24 and increase 1.8% in both FY 2024-25 and
FY 2025-26.

Net revenue captures the effects of all policy changes and represents actual resources
available. Preliminary total net GF/GP and SAF revenue is $31.7 billion in FY 2022-23, which
would be a 4.2% decrease from FY 2021-22. It is forecast to decrease 0.2% in FY 2023-24
before increasing 2.0% in FY 2024-25 and 3.1% in FY 2025-26.

Table 2 also shows the May 2023 adjusted consensus estimates and the recommended
revisions to these estimates for FY 2022-23 through FY 2024-25. The May 2023 adjusted
consensus estimates include the CY 2023 consensus estimates plus enacted tax changes
since the May 2023 consensus revenue estimating conference.

Preliminary FY 2022-23 figures suggest an increase of $183.1 million from the May 2023
adjusted consensus estimates, due in part to strong use tax collections, lottery, and other
non-tax revenues, primarily interfund borrowing interest. The recommended revision for
FY 2023-24 is an increase of $538.6 million primarily due to increased revenues from the
income tax, use tax, and non-tax sources (interfund borrowing interest and escheats) and
the shift of approximately half of the earned income tax credit impact to FY 2022-23 from

Economic OuTLookK AND HFA REVENUE ESTIMATES: JANUARY 2024
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FY 2023-24. Finally, the recommended revision for FY 2024-25 is $103.4 million due
sustained upside revisions to non-tax revenue, online gaming, and lottery offsetting
downward revisions to the income tax and sales tax.

GF/GP Revenue by Source

GF/GP Tax Revenue

Table 3 - Relative to FY 2021-22, preliminary GF/GP tax revenue decreased 13.0% to
$12,645.4 million in FY 2022-23. Net income taxes (after refunds) accruing to the
general fund decreased by 16.9% due to the reduction of the income tax to 4.05% and
the adoption of an increase to the earned income tax credit, and corporate income tax
revenue dropped by 20.7% due to the earmarking of $600.0 million of the CIT revenue.
GF/GP tax revenue in FY 2023-24 is estimated to be $12,686.3 million, an increase of
$40.9 million, and $13,187.8 million in FY 2024-25, an increase of $501.5 million. GF/GP
tax revenue is estimated to increase 5.8% in FY 2025-26.

Total GF/GP Net Revenue

Net GF/GP revenue includes non-tax revenue and represents the amount available for
expenditure. Preliminary net GF/GP revenue is expected to be $13,843.6 million in FY
2022-23.In FY 2023-24 it is forecast to be $13,672.3 million, a decrease of $171.3 million,
and $14,003.2 million in FY 2024-25, an increase of $330.9 million, or 2.4%. Net GF/GP
revenue is estimated to increase 4.5% in FY 2025-26 to $14,628.5 million.

SAF Revenue by Source
Total Net SAF Revenue
Table 4 - Preliminary net SAF revenue is anticipated to decrease 0.1% to $17,869.1
million in FY 2022-23. Net SAF revenue is forecast to be $17,992.6 million in FY 2023-
24, an increase of $123.5 million, or 0.7%. Net SAF revenue is estimated to increase
1.6% in FY 2024-25 and 2.1% in FY 2025-26.
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Table 2

(Millions of Dollars)

HFA JANUARY 2024 REVENUE ESTIMATES FOR FY 2023-24 THROUGH FY 2025-26

Preliminary HFA Est. HFA Est. HFA Est. FY 2023-24 FY 2024-25 FY 2025-26
FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 % Change % Change % Change
Baseline
GF/GP $16,847.1 $16,548.0 $16,810.1 $17,014.9 (1.8%) 1.6% 1.2%
SAF $17,937.3 $18,166.7 $18,513.6 $18,929.8 1.3% 1.9% 2.2%
Total $34,784.4 $34,714.7 $35,323.7 $35,944.7 (0.2%) 1.8% 1.8%
Net
GF/GP $13,843.6 $13,672.3 $14,003.2 $14,628.5 (1.2%) 2.4% 4.5%
SAF $17,869.1 $17,992.6 $18,282.5 $18,664.2 0.7% 1.6% 2.1%
Total $31,712.7 $31,664.9 $32,285.7 $33,292.6 (0.2%) 2.0% 3.1%
May 2023 Adjusted Consensus'
Net
GF/GP $13,788.0 $13,238.2 $13,916.4
SAF $17,741.6  $17,888.1 $18,265.9
Total $31,5629.6 $31,126.3 $32,182.3
Recommended Revision
Net
GF/GP $55.6 $434.1 $86.8
SAF $127.5 $104.5 $16.6
Total $183.1 $538.6 $103.4

NOTE: Numbers may not add due to rounding.

" The May 2023 adjusted consensus estimate includes the May 2023 consensus estimate plus enacted tax changes since May 2023.
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Table 3

GF/GP NET REVENUE ESTIMATES AND CHANGE FROM THE PREVIOUS FISCAL YEARS
(Millions of Dollars)

Preliminary HFA Est. HFA Est. HFA Est. FY 2023-24 FY 2024-25 FY 2025-26

FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 $ Change % Change $ Change % Change $ Change % Change
Income Tax $7,640.7 $7,910.7 $8,346.8  $8,499.7 $270.0 3.5% $436.0 5.5% $152.9 1.8%
Sales Tax $1,626.5 $1,611.4 $1,633.7 $1,662.0 ($15.1) (0.9%) $22.2 1.4% $28.4 1.7%
Use Tax $1,251.6 $1,150.9 $1,161.8 $1,179.6 ($100.7) (8.0%) $10.9 0.9% $17.8 1.5%
Michigan Business Tax ($434.1)  ($494.6) ($503.4) ($515.0), ($60.5) 13.9% ($8.8) 1.8% ($11.6) 2.3%
Corporate Income Tax $1,608.3 $1,630.0 $1,652.0 $2,120.0 ($78.3) (4.9%) $22.0 1.4% $568.0 36.6%
Insurance $465.9 $478.0 $490.0 $500.0 $12.1 2.6% $12.0 2.5% $10.0 2.0%
Other GF/GP Taxes $486.5 $499.8 $507.0 $512.3 $13.3 2.7% $7.2 1.4% $5.4 1.1%
GF/GP Net Tax Revenue $12,645.4 $12,686.3 $13,187.8 $13,958.7 $40.9 0.3% $501.5 4.0% $770.9 5.8%
Non-Tax Revenue $1,198.2 $986.0 $815.4 $669.8 ($212.2) (17.7%) ($170.6) (17.3%), ($145.6) (17.9%)
Total GF/GP Net Revenue $13,843.6 $13,672.3 $14,003.2 $14,628.5 ($171.3) (1.2%) $330.9 2.4% $625.3 4.5%

NOTE: Numbers may not add due to rounding.
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Table 4

SCHOOL AID FUND NET REVENUE ESTIMATES AND CHANGE FROM THE PREVIOUS FISCAL YEARS
(Millions of Dollars)

Sales Tax

Use Tax

Income Tax

State Education Tax
Lottery/Casinos
Tobacco Tax

Real Estate Transfer Tax
Other Taxes

SAF Net Revenue

Preliminary =~ HFAEst. HFAEst.  HFA Est. FY 2023-24 FY 2024-25 FY 2025-26
FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 $ Change % Change $ Change % Change $ Change % Change
$7,806.9 $7,807.5 $7,907.0 $8,036.1 $0.6 0.0% $99.5 1.3%  $129.1 1.6%
$909.5 $908.2 $918.2 $928.2 ($1.3)  (0.1%) $10.0 1.1% $10.0 1.1%
$3,907.7 $3,876.0 $3,920.8 $4,048.3  ($31.7)  (0.8%) $44.9 1.2%  $127.5 3.3%
$2,668.7 $2,735.0 $2,840.1 $2,931.9  $166.3 6.5%  $105.1 3.8% $91.8 3.2%
$1,45646 $1,411.0 $1,403.0 $1,395.0 ($43.6)  (3.0%) ($8.0)  (0.6%) ($8.0)  (0.6%)
$254.7 $250.6 $246.4 $242.2 ($4.1)  (1.6%) ($4.2)  (1.7%) ($4.2)  (1.7%)
$389.2 $382.0 $401.0 $420.0 ($7.2)  (1.8%) $19.0 5.0% $19.0 4.7%
$577.8 $622.4 $646.0 $662.5 $44.5 7.7% $23.6 3.8% $16.5 2.6%
$17,869.1 $17,992.6 $18,282.5 $18,664.2 $123.5 0.7%  $289.9 1.6%  $381.7 2.1%
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BSF Year-End Balance

The Counter-Cyclical Budget and Economic Stabilization Fund (BSF), the state’s rainy day
fund, is areserve of cash to contribute to or withdraw from throughout economic and budget
cycles. A statutory BSF trigger calculation — based on Michigan personal income less
transfer payments adjusted for inflation and actual or net GF/GP revenue - indicates
whether a pay-in (deposit) is recommended. Under the provisions of 2018 PA 613, a pay-
out (withdrawal) of up to 25% of the prior year ending BSF balance would be indicated if
personal income growth is negative. In either case, the recommendation is statutory; it
cannot mandate an appropriation, and 2018 PA 613 specifies that a legislative appropriation
is required for transfers both into and out of the fund.

In addition to the BSF calculation, 2014 PA 186 amended the Michigan Trust Fund Act to
require annual $17.5 million deposits of tobacco settlement revenue to the BSF from FY
2014-15 through FY 2034-35. Table 5 provides details on deposits, withdrawals, interest
earnings, and the year-end balance from FY 1990-91 through FY 2025-26. Estimates include
the impact of 2014 PA 186 amended the Michigan Trust Fund Act to require annual $17.5
million deposits of tobacco settlement revenue to the BSF from FY 2014-15 through FY
2034-35.

After an appropriated pay-out of $350.0 million, the BSF ending fund balance at the end of
FY 2019-20 was $829.1 million. The balance increased to $1,588.9 million after
appropriations of $35.0 million and $500 million in FY 2020-21 and $180.0 million in FY
2021-22. An additional $100.0 million was appropriated for deposit in both FY 2022-23 and
FY 2023-24, which would take the BSF balance to just shy of $2.0 billion at the close of FY
2023-24. Relatively high interest rates will continue to provide elevated investment returns
for the BSF.

The statutory BSF trigger calculation, based on Michigan personal income less transfer
payments adjusted for inflation and actual or net GF/GP revenue, indicates whether
deposits (pay-ins) or withdrawals (pay-outs) are recommended for a fiscal year. Regardless
of the calculated amounts, however, all deposits and withdrawals must be appropriated.
Based on the formula, no pay-ins would be indicated for FY 2023-24 and FY 2024-25. A pay-
in of $53.2 million would be suggested for FY 2025-26.

No pay-outs would be indicated for FY 2023-24, FY 2024-25, or FY 2025-26.
After adjusting for the required $17.5 million deposits and estimated interest earnings, the

year-end balance is projected at $1,996.5 million for FY 2023-24, $2,098.4 million for FY
2024-25, and $2,179.1 million for FY 2025-26.

Economic OuTLook AND HFA REVENUE ESTIMATES: JANUARY 2024
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Table b
BUDGET STABILIZATION FUND HISTORY

(Millions of Dollars)

Fiscal Year Deposits Withdrawals Interest Earned Balance
1990-91 $0.0 $230.0 $27.1 $182.2
1991-92 $0.0 $170.1 $8.1 $20.1
1992-93 $282.6 $0.0 $0.7 $303.4
1993-94 $460.2 $0.0 $11.9 $775.5
1994-95 $260.1 $90.4 $57.7 $1,003.0
1995-96 $91.3 $0.0 $59.2 $1,153.6
1996-97 $0.0 $69.0 $67.8 $1,152.4
1997-98 $0.0 $212.0 $60.1 $1,000.5
1998-99 $244.4 $73.7 $51.2 $1,222.5
1999-2000 $100.0 $132.0 $73.9 $1,264.4
2000-01 $0.0 $337.0 $66.7 $994.2
2001-02 $0.0 $869.8 $20.8 $145.2
2002-03 $0.0 $156.1 $10.9 $0.0
2003-04 $81.3 $0.0 $0.0 $81.3
2004-05 $0.0 $81.3 $2.0 $2.0
2005-06 $0.0 $0.0 $0.0 $2.0
2006-07 $0.0 $0.0 $0.1 $2.1
2007-08 $0.0 $0.0 $0.1 $2.2
2008-09 $0.0 $0.0 $0.0 $2.2
2009-10 $0.0 $0.0 $0.0 $2.2
2010-11 $0.0 $0.0 $0.0 $2.2
2011-12 $362.7 $0.0 $0.2 $365.1
2012-13 $140.0 $0.0 $0.5 $505.6
2013-14 $75.0 $194.8 $0.4 $386.2
2014-15 $111.6 $0.0 $0.3 $498.1
2015-16 $112.5 $0.0 $1.7 $612.4
2016-17 $92.5 $0.0 $5.1 $710.0
2017-18 $282.5 $0.0 $13.5 $1,006.0
2018-19 $117.5 $0.0 $25.1 $1,148.6
2019-20 $17.5 $350.0 $13.2 $829.1
2020-21 $552.5 $0.0 $1.0 $1,382.3
2021-22 $197.5 $0.0 $9.3 $1,588.9
2022-23 $117.5 $0.0 $74.1 $1,780.5
2023-24* $117.5 $0.0 $98.5 $1,996.5
2024-25* $17.5 $0.0 $84.4 $2,098.4
2025-26* $17.5 $0.0 $63.2 $2,179.1

* HFA estimates
NOTE: Numbers may not add due to rounding.
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Compliance with the State Revenue Limit

Article IX, Section 26 of the 1963 Michigan Constitution, which was approved by a vote of
the people in 1978, sets a limit on the amount of revenue collected by the state in any fiscal
year. As provided for in the Constitution, the revenue limit is calculated as 9.49% of total
state personal income (which is the broadest measure of state economic activity) in the
previous full calendar year prior to the fiscal year in which the revenues are measured.

The revenue to be considered inthe revenue limitincludes not only state taxes, but also fees,
licenses, and interest earned. Federal aid is not included in the revenue limit calculation.
Article IX, Section 26 of the 1963 Michigan Constitution provides that:

... For any fiscal year in the event that Total State Revenues exceed the limit
established in this section by 1% or more, the excess revenues shall be
refunded pro rata based on the liability reported on the Michigan income tax
and single business tax (or its successor tax or taxes) annual returns filed
following the close of such fiscal year. If the excess is less than 1%, this
excess may be transferred to the State Budget Stabilization Fund . . ..

Furthermore, limit established in Section 26 by Article IX, Section 28 prohibits the state
from spending any current-year revenue in excess of that amount.

As shown in Table 6 and Figure 3, the FY 2022-23 revenue limit calculation is expected to
show state revenue collections at $12.0 billion below the revenue limit. For FY 2023-24,
state revenue is estimated to be below the limit by $12.2 billion. For FY 2024-25 and FY
2025-26, state revenue is estimated to remain well below the revenue limit — by $13.9 billion
and $14.8 billion, respectively.

Table 6
COMPLIANCE WITH THE STATE REVENUE LIMIT

(Millions of Dollars)

Estimated Estimated Estimated Estimated
Revenue Limit Calculations FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26
Personal Income
Calendar Year CY 2021 CY 2022 CY2023  CY 2024
Amount $568,132 $572,325  $599,168  $620,447
X Limit Ratio 9.49% 9.49% 9.49% 9.49%
State Revenue Limit $53,915.7 $54,313.6 $56,861.0 $58,880.4
Total Revenue Subject to $41,885.6 $42,079.6  $42,949.6  $44,120.9
Revenue Limit
Amount Under (Over) $12,030.1 $12,2340  $13,911.4  $14,759.5

State Revenue Limit

NOTE: Numbers may not add due to rounding.
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HFA Estimates of Year-End Balances

Table 7 reports HFA estimates of year-end balances for GF/GP, the SAF, and the BSF. FY
2022-23 estimates are based on preliminary year end revenues, year-to-date
appropriations, and K-12 cost estimates. FY 2023-24 estimates include HFA revenues, year-
to-date appropriations, and K-12 cost estimates.

BSF estimates are based on the current balance and HFA estimates of future deposits and
interest earned.

Table 7
YEAR-END UNRESERVED BALANCE ESTIMATES

(Millions of Dollars)

Preliminary Estimated
FY 2022-23 FY 2023-24
General Fund/General Purpose $3,767.0 $1,290.0
School Aid Fund $1,953.3 $343.6
Budget Stabilization Fund $1,780.5 $1,996.5

Note: School Aid Fund revenue is restricted; any year-end balance is carried forward
to the subsequent year.
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