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Economic ForecastEconomic Forecast
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The National RecessionThe National Recession
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Private Sector Employment

Presenter
Presentation Notes
Private sector employment has fallen for three months in a row.  Since GDP tends to fall before employment falls, this has convinced most economists that the United States is currently in a recession.  In the March Wall Street Journal Forecaster’s Poll 71 percent of economists surveyed said that the economy was already in a recession. 

The sources of this recession are well known, two shocks:

The fall in the housing market and the related problems of subprime mortgages which has lead to a credit crunch;

Oil prices approaching $100 a barrel.
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Economy will Return to Normal Economy will Return to Normal 
Growth in the Second Half of 2009Growth in the Second Half of 2009
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Presenter
Presentation Notes
Council Finance expects the recession to continue till the Federal economic stimulus package kicks in, in the late spring - early summer. As the stimulus ends the economy will slowdown in the first quarter of 2009, and there is some risk of a double dip recession.  But by spring 2009 the national economy should be on a more normal growth path.  Unemployment, which lags behind GDP, will peak in mid 2009 at 5.8 percent, compared to February 2008’s rate of 4.8 percent.  
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The Financial Sector Boom is OverThe Financial Sector Boom is Over
Market Capitalization of Investment Banks & Brokerages
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Presenter
Presentation Notes
The graph shows the market value (stock price * number of shares outstanding) of investment banks and brokerages traded on the New York Stock Exchange.   Between spring 2003 and June 2007 the market value of investment banks more than doubled from around $150 billion to a bit over $340 billion.  This is a result, among other things, of the markets belief in the profitability of these institutions.  At roughly the same time, Fiscal 2004 to 2007 the City’s general corporation tax (GCT) revenues also more than doubled, from $1.5 to $3.1 billion in part due to those industry profits.  Since June 2007 when problems in the mortgage and housing markets started to become more general problems in the credit markets, the industries has lost almost half of its peak value falling to $188 billion. 

The securities industry, whose key components are the investment banks and brokerages, has paid between 20 and 25 percent of the private sector wages in the City, in recent years.  But its importance goes beyond this, the industry has been an important source of growth during the City’s recent boom and it will be the mechanism by which current national economic problems will be transmitted to the City’s economy. 
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New York City EconomyNew York City Economy
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With a slowing economy, wages paid in With a slowing economy, wages paid in 
the City will barely keep up with inflationthe City will barely keep up with inflation
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Presenter
Presentation Notes
This graph is the total private sector wages paid in the city – the average wage times the number of people employed.  With no employment growth and a weak winter 2008 -2009 bonus season 2009 will be a bad year, though not as bad as 2002-2003.
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City job growth will slow, City job growth will slow, 
remaining barely positiveremaining barely positive
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Presenter
Presentation Notes
The City’s private payroll employment grew by 1.63 percent in January compared to the same time the previous year.  After growing by 1.77 percent in 2007 adding 54.4 thousand jobs[1], private employment growth is expected to be relatively flat in 2008 at around 0.4 percent.  It will slowly pick up to about 0.7 percent in 2009, passing 1 percent by 2010.

�[1] Finance Division calculations from New York State Department of Labor establishment survey.
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City tax revenue decline over City tax revenue decline over 
two years two years 
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Presenter
Presentation Notes
The slowing economy is already taking its toll  but part of the decrease in fiscal 2008 is due to tax cuts.  Without them Council Finance would forecast this years revenues to be the same as last years and OMB would see a .075 percent decrease.  

We see the recession’s main impact on the City as starting a little later than OMB and not being quite as deep in fiscal 2009.  The differences are small.

 Last year the Council, working with the Mayor and (for some taxes) the State Legislature, reduced the City’s property tax by 7 percent, created a new child care credit, exempted all clothing and footwear from the sales tax, reduced double taxation on City residents that pay the unincorporated business tax, and enacted a set of business tax reforms aimed at small businesses.  All together these will reduce City tax revenues by nearly $1.3 billion in Fiscal 2008. 
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Council Finance Forecast:Council Finance Forecast: 
Difference in Tax Revenue from OMBDifference in Tax Revenue from OMB’’s s 
Fiscal 2009 Preliminary Plan (Million $)Fiscal 2009 Preliminary Plan (Million $)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Real PropertyReal Property $0 $0 ($51)($51) ($94)($94) ($2)($2) $233 $233 

Other PropertyOther Property $41 $41 $99 $99 $191 $191 $271 $271 $287 $287 

Business Business 
TaxesTaxes

$98 $98 $154 $154 $229 $229 $187 $187 ($93)($93)

Personal Personal 
IncomeIncome

$81 $81 $131 $131 $74 $74 $219 $219 $80 $80 

SalesSales $29 $29 $53 $53 ($8)($8) ($48)($48) ($65)($65)

Other TaxesOther Taxes $10 $10 $6 $6 ($1)($1) ($20)($20) ($18)($18)

TotalTotal $258 $258 $392 $392 $390 $390 $607 $607 $423 $423 
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What the City Should DoWhat the City Should Do
In Tough Economic TimesIn Tough Economic Times
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Position Itself Responsibly to Position Itself Responsibly to 
Respond to Economic UncertaintyRespond to Economic Uncertainty

Decrease spending on city servicesDecrease spending on city services
Significantly reduce 2010 budget gap Significantly reduce 2010 budget gap 
and outand out--year gapsyear gaps
Help to maintain property tax reductionsHelp to maintain property tax reductions
Reduce impact on Core ServicesReduce impact on Core Services
Cyclical Budget ManagementCyclical Budget Management
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Reduce spending on City Services 
by $800 million to $1 billion

Council believes some agencies can 
sustain additional cuts
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$650 million revenue (FY 08 & 09)
$558 million re-estimates (FY 08 & 09)
$160 million agency cuts (FY 09)

$1.37 billion total

Identify Additional 
Budgetary Resources
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Use additional resources toUse additional resources to……

Reduce 2010 and outReduce 2010 and out--year budget year budget 
gapsgaps

Substitute most problematic cuts Substitute most problematic cuts 
with alternate cutswith alternate cuts

Fund shared prioritiesFund shared priorities
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Institute Cyclical Budget 
Management through 

Charter Revision or Local 
Law



1818

http://council.nyc.govhttp://council.nyc.gov


	Slide Number 1
	Slide Number 2
	Slide Number 3
	The National Recession
	Economy will Return to Normal Growth in the Second Half of 2009
	The Financial Sector Boom is Over
	Slide Number 7
	With a slowing economy, wages paid in the City will barely keep up with inflation
	City job growth will slow, �remaining barely positive
	City tax revenue decline over two years 
	Council Finance Forecast:�Difference in Tax Revenue from OMB’s Fiscal 2009 Preliminary Plan (Million $)
	Slide Number 12
	Position Itself Responsibly to Respond to Economic Uncertainty
	Slide Number 14
	 
	Slide Number 16
	Slide Number 17
	Slide Number 18

