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Forecasting Strategy and 
Economic Insights

Idaho Economic Outlook and Revenue Assessment Committee
January 4, 2024

1. Forecasting Strategy Amid Uncertainty

2. 2024 Forecast – Uncertain Normalcy

3. Intentionally Select Risk Tolerance Level 
Considering Overall Fiscal Health

Setting the Stage
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Budget Forecast Strategy
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A Cloudy Crystal Ball
Pandemic Forecasting Challenges Highlight Need for Budget Relief Valves

• Highlights forecasting and budget management 
lessons learned from the pandemic

• Tool kit on various best practices and how states 
forecast budgets

https://www.volckeralliance.org/sites/default/files/2022-11/ACloudyCrystalBall_113022.pdf
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Extremely Strong Nominal
State Revenue Growth in Recent Years Normalizing

Source: National Association of State Budget Officers
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States control broad range of budget management tools
• Revenue system design
• Budget reserves

• Formal rainy day funds
• Other balances in special/restricted accounts

• Cash flow management
• State spending levels

Select Forecast Risk Considering Overall Fiscal Health 
(Strength or Weakness of Other Budget Tools)  



1/3/2024

4

SOURCE California Legislative Analyst’s Office

Forecast Represents One Point in a Range of Possibilities –
What’s Your Risk Tolerance Level?

SOURCE Minnesota Office of Management & Budget

Forecasts are Inherently Uncertain
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SOURCE Utah Governor’s Office of Planning and Budget

Utah Formally Incorporated Risk Assessment 
into FY 2023 Forecast

Utah’s Forecast Risk Assessment Kept Budget on Track
When FY 2023 Revenues Closed Out Short of Target

SOURCE Utah Governor’s Office of Planning and Budget and Office of the Legislative Fiscal Analyst
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State Revenue Forecast Accuracy

Source: Utah Foundation
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State Revenue Forecast Accuracy

Source: National Association of State Budget Officers
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High and Low Missed Forecasts
Carry Different Risks

Revenue forecast too low 
(year-end surplus)

• Risks missing opportunities to 
productively use funds in high-
inflation economy

• May shift funding from ongoing 
people-oriented programs to one-
time object-oriented programs

• Consistent large under-forecast 
undermines credibility

• Collected funds spendable later
• Avoids forecast-driven future 

budget cuts or tax increases
Kem C. Gardner Policy Institute D A V I D  E C C L E S  S C H O O L  O F  B U S I N E S S     U N I V E R S I T Y  O F  U T A H  

Revenue forecast too high 
(year-end shortfall)

• Risks future budget cuts or tax 
increases

• Forecast miss leads to drawing 
down rainy day funds or other 
reserves

• Most states hedge slightly to avoid 
shortfalls

• Managing from budget crisis to 
crisis undermines long-term 
strategic management, shifting 
focus to short-term pressures

System Design Impacts State Revenues

SOURCE California Department of Finance

Like many states, 
California’s tax 
system design has 
selected more 
volatile income 
taxes over time, 
increasing 
forecast 
challenges
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State Budget Reserves Nationwide Remain Strong

Source: National Association of State Budget Officers

Budget Stress Testing Can Help States 
Evaluate Budget Preparation Levels

SOURCE Utah Governor’s Office of Planning and Budget and Legislative Fiscal Analyst 
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Current Economic Conditions
Stocks and Flows

Generational Differences
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Source: U.S. Bureau of Economic Analysis
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2023 U.S. Real GDP Outperformed Expectations
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Source: U.S. Bureau of Economic Analysis, Gardner Policy Institute, and 
Federal Reserve Bank of Atlanta GDPNow Jan 2, 2024

Major National Forecasts 
Underestimating Economic Growth (Still)
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Source: Federal Reserve Bank of Atlanta GDPNow
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2023 Q3 Most U.S. Industries Grew, but Some Declined
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Strong U.S. Labor Markets Continue

Kem C. Gardner Policy Institute D A V I D  E C C L E S  S C H O O L  O F  B U S I N E S S     U N I V E R S I T Y  O F  U T A H  
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Inflation Moderating – Head-fake or Continuing?

Mortgage Interest Rates (Finally) Higher than Inflation
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Mixed Signal: 
Nominal Household Wealth High, but Flat

Mixed Signal: 
Household Liquidity Continues, but Falling
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Mixed Signal: 
Household Liquidity Still Some Room to Run

With Balances in Reserve, 
Flow of Household Savings Low
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Strength Signal:
Sustainable Monthly Debt Service Payments, Even with Rising Debt

Car Loan and Credit Card Delinquencies Increasing
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Increased Debt & Delinquencies Not Alarmingly High Overall

Source: Federal Reserve Bank of New York

• Economic re-sorting continues

• Structural (long-term) and cyclical (short-term) 
changes create pockets of strength and weakness

• Make your budget systems highly adaptable to 
rapidly changing conditions

Kem C. Gardner Policy Institute D A V I D  E C C L E S  S C H O O L  O F  B U S I N E S S     U N I V E R S I T Y  O F  U T A H  

Recurring Takeaways
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• Interpreting past and present conditions challenging due to complex 
and highly uncertain economic environment. Forecasting future events 
even harder.

• Scenario plan and develop early warning systems 

• Single-supplier “just in time” systems failed. Consider how you need to 
redesign your budget systems to enhance resiliency:

(a) build appropriate protective buffers - financial, personnel, supply chain, 
stock of supplies, etc.

(b) reliably deliver value during economy’s ups and downs
(c) seize opportunities that arise during uncertain times

Amidst Uncertainty, Build Resiliency

Phil Dean
Chief Economist and 
Public Finance Senior Research Fellow

David Eccles School of Business
Kem C. Gardner Policy Institute
University of Utah
phil.dean@utah.edu


