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Dear Governor O'Malley: 

In accordance with our continuing policy of keeping you fully advised of 
developments concerning Maryland's revenue prospects, the Board of Revenue Estimates 
has reviewed the current estimates of general fund revenue in light of the most recent 
economic data and developments and recent revenue collections. Based on our review, 
the Board submits to you revised current law general fund estimates of$13.558 billion 
for fiscal year 2008 and $14.485 billion for fiscal year 2009. This represents a decline in 
fiscal year 2008 of$74.7 million and a decline in fiscal year 2009 of$258.2 million, for a 
combined reduction of$332.9 million. In our judgment, the risks remain on the 
downside. 

The national economy has slowed faster than expected at the time of our 
December forecas t. At that time, consensus opinion was that the United States would 
skirt a recession. Now, with real GDP growth slowing to 0.6% in the fourth quarter of 
2007 and 17,000 jobs lost in January, many respected economists believe we are in the 
midst ofa recession, though likely a shallow and short one. As you are aware, trouble in 
the housing market has spread to credit markets, and both consumer and business 
confidence have suffered. 

To date, the State's economy has continued to expand, though very sluggishly. 
Current employment statistics show that the number ofjobs in the State increased 1.2% 
in calendar year 2007, although we expect that the coming annual benchmarking will 
result in official growth of under 1.0%. Maryland's economic performance over the 
forecast period, however, now appears likely to be weaker than previously thought, in 
line with changes to the national economic forecast. Rather than slowing slightly over 
half a percentage point in 2008, growth in both total personal income and wage and 
salary income is expected to decelerate by about one full percentage point before picking 
up in 2009, though also at a rate lower than previously expected. 

Our analysis of collections through February shows that, while the general fund as 
a whole stands only slightly below expectations, several revenue sources show troubling 
developments. The individual income tax and the sales tax, the two largest revenue 
sources and among the most sensitive to economic conditions, are being written down, as 
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