Massachusetts Current and Leading Economic Indices

The Massachusetts Current Economic Index for June was 245.4, up 7.8 percent from May (at annual
rates), and up 3.1 percent from June 2023. The currentindex is normalized to 100 in July 1987 and is
calibrated to grow at the same rate as Massachusetts real gross domestic product over the 1978-
2023 period.

Growth in Real Product, Massachusetts vs. U.S.

Source: U.S.: Through 2024Q2, BEA; 2024Q3 and later WSJ Survey. Massachusetts:

10.0 4 through 2024Q1, BEA; 2024Q2 and later, MassBenchmarks.
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In the second quarter of 2024, Massachusetts real gross state product (GDP) increased at an
annual rate of 3.3 percent, according to MassBenchmarks, while U.S. GDP increased at an annual
rate of 2.8 percent, according to the U.S. Bureau of Economic Analysis (BEA). According to the BEA,
in the first quarter, Massachusetts GDP grew at an annual rate of 1.0 percent while U.S. GDP grew at
a 1.4 percent rate.

The higher-than expected boost in second quarter growth rates was a surprise from the
disappointing performance of the first quarter. In Massachusetts, this increase in growth was
supported by moderate payroll employment growth, high withholding and sales taxes —which imply
high wage and salary income and spending growth, low unemployment rates, and a growing labor
force.



Labor market indicators, while giving mixed signals, were mostly positive in the second quarter.
Payroll employment growth was moderate, growing at a 0.6 percent annual rate in Massachusetts in
the second quarter versus 1.5 percent in the U.S. In the first quarter, payroll employment grew at a
2.0 percent annual rate in both Massachusetts and the U.S. Relative to the second quarter of last
year, employment was up 0.7 percent in Massachusetts and 1.7 percentin the U.S.
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Indicators of unemployment and labor force participation were mixed. On the positive side, the
unemployment rate was low, at 3.2 percent in Massachusetts in June versus 4.1 percent in the U.S.
This represents a slight rise from March, from 2.9 percent in Massachusetts and 3.8 percent in the
U.S. In June 2023, the unemployment rate was 3.3 percent in Massachusetts and 3.6 percentin the

u.s.
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On the negative side, the Massachusetts U-6 unemployment rate — a broader measure of
unemployment that includes persons who are working part-time but who want a full-time job and
persons who have given up looking for work (the marginally-attached), rose from 7.1 percentin
March to 7.5 percent in June. In the U.S. the corresponding rate rose from 7.3 percent in March to
7.4 percentinJune. In June 2023, the rate was 5.9 percent in Massachusetts and 6.9 percentin the
U.S. In Massachusetts, the trends in the number of involuntary part-time workers and the number
of marginally-attached workers both rose in the second quarter.

State tax revenues in the second quarter indicate strong growth in wage and salary income and in
spending on items subject to the state regular sales and motor vehicle taxes. Based on personal
withholding taxes, nominal Massachusetts wage and salary income grew at a 16.2 percent annual
rate in the second quarter. Withholding taxes can fluctuate markedly from quarter to quarter, so the
actual growth was probably substantially smaller than this. Nevertheless, it is likely that income
growth was strong. The BEA reports that U.S. wage and salary income grew at a 5.3 percent annual
rate in the first quarter. In the second quarter, the BEA estimates that wage and salary income grew
ata 5.2 percent rate in Massachusetts and 5.6 percent in the U.S. Relative to the second quarter of
last year, wage and salary income was up 5.1 percent in Massachusetts and 4.8 percentin the U.S.

Nominal spending on items subject to the state regular sales and motor vehicle taxes grew ata 17.5
percent annual rate in the second quarter, after rising at a 3.0 percent rate in the first quarter.
Relative to the second quarter of last year, such spending was up 2.8 percent.
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The outlook over the rest of the year is for GDP to continue to grow, but at a slower rate than in the
second quarter. The Wall Street Journal survey of economists taken in early July is projecting GDP
growth at annual rates of 1.6 percent in the third quarter and 1.5 percent in the fourth quarter,
based on the average of the roughly 60 economists surveyed. Weak consumer expectations and
high interest rates are expected to continue to weigh on economic growth, especially as excess



COVID-era savings are depleted, credit card debt is rising, and some slack is beginning to appearin
the labor market.

The current and historic quarterly estimates for state domestic product growth include adjustments
for changes in productivity growth. These adjustments are estimates of the quarterly deviations
from the 1978-2023 trend in the growth of the ratio of output to employment. In the second quarter
of 2024, these adjustments subtracted 0.5 percentage points from growth. In the first quarter, these
adjustments subtracted 2.4 percentage points from growth.

The current and historical quarterly estimates also include “cyclical” adjustments, as the
relationship between the growth in the current indicators and that of gross domestic product
changes over the course of the business cycle. In the second quarter of 2024, these adjustments
subtracted 0.3 percentage points from growth. In the first quarter, these adjustments subtracted
0.2 percentage points from growth.

Several recent months of the current index are revised each release. These revisions are a result of the statistical method
used to create the index, as well as revisions in the underlying indicators.

Allthe indicators in the current index refer to Massachusetts. The current index is composed of four indicators:
nonagricultural employment, withholding taxes, sales taxes, and the unemployment rate. Withholding taxes and sales
taxes are deflated by the U.S. consumer price index for all urban consumers, excluding food and energy.

For a description of the methodology used to construct this index, see: Alan Clayton-Matthews and James H. Stock, “An
application of the Stock/Watson index methodology to the Massachusetts economy”, Journal of Economic and Social
Measurement, vol. 25 (1998/1999), pp. 183-233.
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