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US State Budgets Downshift Into a Slower New Normal
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Related Content: 2025 U.S. State Budgets Back to Normal

Fitch Ratings-New York-09 September 2024: U.S. states are taking a slow and steady

approach to their �scal 2025 budgets, according to Fitch Ratings in its latest annual report.

State budgets are in �scally sound positions with extraordinary post-pandemic revenue

performance buying them time to strengthen their �nancial operations. This prudent

approach is proving useful, says Senior Director Karen Krop.

“States have returned to more typical budgeting practices for �scal 2025, with modest

revenue growth expectations and a need to address some expenditure pressure,” said Krop.

“The end result is still robust dedicated operating reserves, with some states dipping into

accumulated balances for one-time spending and others tapping rainy day funds to help

balance their budgets.”

The wave of signi�cant tax policy changes seems to have peaked. Fewer states are

incorporating tax cuts into their budgets, with some notable exceptions. Few states are

raising revenues, although California did so on a temporary basis to address its revenue gap.

New Jersey and Illinois similarly raised revenues.

Slower revenue growth means states are moderating spending expectations after relatively

high budget growth during and after the pandemic. They continue to fund high-priority

initiatives, including addressing homelessness and housing affordability. Several states,

including Massachusetts, New York, Utah, Vermont, and Oregon, are investing in programs.

“States are also allocating resources for natural disaster response, such as wild�re recovery

in California and Hawaii, �ood damage response in Vermont, and adding funds for

emergency preparedness in Florida,” said Krop.
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‘2025 U.S. State Budgets Back to Normal’ is available at www.�tchratings.com or by clicking

the link above.
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In issuing and maintaining its ratings and in making other reports (including forecast

information), Fitch relies on factual information it receives from issuers and underwriters

and from other sources Fitch believes to be credible. Fitch conducts a reasonable

investigation of the factual information relied upon by it in accordance with its ratings

methodology, and obtains reasonable veri�cation of that information from independent

sources, to the extent such sources are available for a given security or in a given

jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party

veri�cation it obtains will vary depending on the nature of the rated security and its issuer,

the requirements and practices in the jurisdiction in which the rated security is offered and

sold and/or the issuer is located, the availability and nature of relevant public information,

access to the management of the issuer and its advisers, the availability of pre-existing
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enhanced factual investigation nor any third-party veri�cation can ensure that all of the

information Fitch relies on in connection with a rating or a report will be accurate and

complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the

information they provide to Fitch and to the market in offering documents and other

reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,

including independent auditors with respect to �nancial statements and attorneys with

respect to legal and tax matters. Further, ratings and forecasts of �nancial and other

information are inherently forward-looking and embody assumptions and predictions

about future events that by their nature cannot be veri�ed as facts. As a result, despite any

veri�cation of current facts, ratings and forecasts can be affected by future events or

conditions that were not anticipated at the time a rating or forecast was issued or af�rmed.

The information in this report is provided 'as is' without any representation or warranty of

any kind, and Fitch does not represent or warrant that the report or any of its contents will

meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to

the creditworthiness of a security. This opinion and reports made by Fitch are based on

established criteria and methodologies that Fitch is continuously evaluating and updating.

Therefore, ratings and reports are the collective work product of Fitch and no individual, or

group of individuals, is solely responsible for a rating or a report. The rating does not

address the risk of loss due to risks other than credit risk, unless such risk is speci�cally

mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have

shared authorship. Individuals identi�ed in a Fitch report were involved in, but are not

solely responsible for, the opinions stated therein. The individuals are named for contact

We use cookies to deliver our online services, to understand how they are used and for advertising purposes. Details of

the cookies we use and instructions on how to disable them are set out in our Privacy Policy.

10/23/24, 10:58 AM US State Budgets Downshift Into a Slower New Normal

https://www.fitchratings.com/research/us-public-finance/us-state-budgets-downshift-into-slower-new-normal-09-09-2024 3/4

https://www.fitch.group/policies#English
https://www.fitch.group/policies#English
https://www.fitch.group/policies#English
https://www.fitch.group/policies#English
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