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Revenue and Economic Update 
      J u l y  1 0 ,  2 0 2 3   m n . g o v / m m b  

Revenue Above February 2023 Forecast 
Minnesota’s net general fund receipts for FY 2023 are now 
estimated to total $30.384 billion, $529 million (1.8 
percent) more than projected in the February 2023 Budget 
and Economic Forecast. Net income, corporate, and other 
receipts were above the forecast, and net sales receipts 
were below the forecast. State revenues in the final 
quarter of FY 2022 were $353 million (4.1 percent) more 
than forecast in February. (See page 4 for details.) 

Net individual income tax receipts are estimated to end 
the year $305 million (2.0 percent) more than forecast. 
Gross income tax receipts were $241 million above the 
forecast, and refunds were $63 million less than expected.    

Declarations exceeded the forecast by $39 million. 
Included in this category are extension payments for tax 
year 2022, which were about $205 million more than 
forecast, and the first two quarterly estimated payments 
for tax year 2023, which were about $166 million less than 
expected. Estimated payments so far in tax year 2023 are 
lower than they were during the same period a year ago. 
We think this could be due to individual owners of Pass-
Through Entities (PTEs) over-paying estimated tax last year 
because of uncertainty about the new PTE tax. It may also 
reflect lower anticipated tax liability on non-wage income 
in tax year 2023 than in tax year 2022.  

Income tax withholding payments were $1 million more 
than expected, nearly matching the forecast for the fiscal 
year. 

Miscellaneous payments, consisting mostly of tax year 
2022 final payments, were $96 million less than forecast. 
We estimate that about $76 million of the shortfall reflects 
lower than expected individual income tax payments for 
tax year 2022, and the remainder is due to fiduciary 
payments that were below the forecast. 

Gross partnership and SCorp receipts include payments for 
the PTE tax, nonresident withholding, non-resident 
composite returns, and the minimum fee. For FY 2023, 
these receipts were $296 million more than forecast. 
Refunds to these entities were $7 million above the 
forecast, generating a net variance of $289 million. We 
estimate that about $244 million of this variance reflects 
higher than expected tax year 2022 liability. 

Individuals who over-pay their income tax may choose to 
forego a refund and transfer the excess amount to the next 
year’s tax bill. So far this year, transfers to 2023 income tax 
exceed the amount transferred during the same period last 
year. The largest dollar amount of transfers is made by 
extension filers who file their returns on October 15. If the 
pattern of high transfers persists, total transfers will 

Summary of Revenues: Fiscal Year 2023 

($ in millions) February 2023 
Forecast 

Estimated 
Closing 

Revenues $ Difference % Difference 
Individual Income Tax $15,494  $15,799  $305 2.0% 
General Sales Tax 7,409 7,406  (3) 0.0 
Corporate Franchise Tax 2,764 2,927  163  5.9 
Other Revenues 4,188  4,253  65 1.5 
Total Revenues1 $29,855 $30,384 $529  1.8% 

1. Totals may not add due to rounding. 
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exceed our forecast and will lead to lower payments for tax 
year 2023, reducing gross receipts in FY 2024.  

We expect to be able to determine final combined PTE and 
individual income tax liability for TY 2022 in late January 
2024, when return processing is complete.  

Net general sales tax receipts are estimated to end FY 2023 
$3 million (0.0 percent) less than forecast.  Gross sales tax 
payments were $16 million above the forecast, and 
refunds were $19 million higher than expected. 

Net corporate receipts were $163 million (5.9 percent) 
more than forecast. Gross corporate tax payments were 
$198 million above the forecast, more than offsetting 
refunds that were $35 million higher than expected. Other 
net revenues were $65 million (1.5 percent) more than 
forecast. 

All FY 2023 results are preliminary and subject to change. 
The state’s fiscal year that ended June 30, 2023, will 
officially close on August 18. Values in the actual columns 
on page 4 reflect actual revenues attributable to FY 2023 
as well as estimates of revenue accruals through closing.  

As of June 30, total FY 2023 revenue was $30.427 billion. 
Estimated accruals and pre-close adjustments subtract 
about $43 million on net. Revenues that will be received 
or recognized between the end of the fiscal year and the 
close add an estimated $38 million. Income, corporate, 
and sales tax refunds attributable to FY 2023 and expected 
to be paid out before the close subtract $82 million. A 
complete reporting of FY 2023 revenues will be part of 
October’s Revenue and Economic Update.  

 

Near-Term U.S. Economic Outlook 
Improved; Weaker Growth after 2023  
The outlook for U.S. real GDP growth in 2023 is stronger 
since Minnesota’s Budget and Economic Forecast was 
prepared in February 2023. In their July forecast, S&P 
Global1 (S&P), Minnesota’s macroeconomic consultant, 
expects annual real GDP to grow 1.8 percent this year up 
from 0.7 percent in their February forecast. The forecasts 
for growth in 2024 and 2025 are 0.4 and 0.5 percentage 
points lower than in the February outlook, respectively. 

 
1 IHS Markit, Minnesota’s long-time macroeconomic consultant, 
merged with S&P Global in February 2022. The combined 
company is called S&P Global. 

The forecast for 2026 is 0.1 percentage point lower than in 
February. S&P now anticipates growth of 1.2 percent in 
2024, 1.5 percent in 2025, 1.7 percent in 2026, and 1.8 
percent in 2027.  

The improvement in S&P’s 2023 outlook for GDP growth 
between February and July (from 0.7 to 1.8 percent, 
annually) is driven by improved first-quarter growth. Per 
their third (and final) estimate, the Bureau of Economic 
Analysis (BEA) now reports that real GDP grew 2.0 percent 
(annual rate) in the first quarter of 2023, 3.3 percentage 
points higher than the -1.3 percent decline S&P had 
expected in February.  

Consumer spending has been stronger than expected in 
the first half of the year despite tightening financial 
conditions. The BEA now reports that real consumer 
spending increased 4.2 percent (annual rate) in the first 
quarter this year, much higher than the 0.1 percent 
contraction S&P forecast in February. S&P expects real 
consumer spending to grow 1.0 percent (annual rate) in 
the second quarter, up from 0.4 percent in their February 
forecast. 

S&P expects CPI inflation of 4.1 percent in 2023, up from 
4.0 percent in their February outlook. They expect CPI 
inflation of 2.7 percent in 2024, up from 2.3 percent in 
their February forecast. 

S&P expects the price of Brent crude oil to average $80 
per barrel through 2023, before subsiding to an average of 
$78 per barrel in 2024, both lower than in the February 
forecast. 

The S&P July baseline forecast is higher than the most 
recent Blue Chip Consensus, the median of 50 business 
and academic forecasts. The July Blue Chip Consensus calls 
for 1.6 percent growth in 2023, 0.2 percentage points less 
than S&P’s forecast for this year. S&P expects real GDP to 
grow 1.2 percent in 2024, 0.5 percentage points higher 
than the Blue Chip Consensus of 0.7 percent growth next 
year. 

The Bureau of Labor Statistics (BLS) reports that in June 
the seasonally adjusted U.S. unemployment rate was 3.6 
percent. The unemployment rate has ranged from 3.4 
percent to 3.7 percent since March 2022. The BLS reports 
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that roughly 6.0 million people are unemployed, only 0.2 
million more than in February 2020. U.S. nonfarm payroll 
employment rose by 209,000 in June. Employment has 
grown by an average of 278,000 per month over the first 6 
months of 2023, a slower rate than the average of 
399,000 per month in 2022. U.S. employment is now 3.8 
million above its February 2020 level. The number of long-
term unemployed (those jobless for 27 weeks or more) is 
1.1 million, the same as in February 2020. S&P expects 
that the U.S. unemployment rate will gradually climb from 
a low of 3.5 percent in the second quarter this year to 4.8 
percent in mid-2026, before declining in the second 
quarter of 2027. 

The unemployment rate does not capture those who are 
not in the labor force or who are in the labor force but are 
not looking for payroll employment. The U.S. labor force 
participation rate was 62.6 percent in June, 0.4 
percentage points higher than one year prior, but 0.7 
percentage points lower than in February 2020.  

The alternative scenarios for the S&P July forecast are not 
yet available. The following alternatives are based on the 

June forecast. S&P assigned a 55 percent probability to 
their June baseline outlook. The alternative scenarios 
were weighted toward the downside. S&P assigned a 25 
percent probability to a more pessimistic scenario, 
characterized by banking sector turmoil leading to credit 
tightening that, in turn, slows credit-dependent consumer 
spending. In this scenario, real personal consumption 
expenditures decline in the second half of 2023, 
contributing to two quarters of real GDP contraction this 
year. The unemployment rate rises to 6.4 percent by mid-
2025.  Real GDP grows 1.1 percent in 2023 and 0.4 percent 
in 2024, compared to 1.5 percent and 1.3 percent in the 
June baseline scenario. In the more optimistic scenario, 
the banking sector turmoil settles without spreading, 
allowing credit to grow and support the economy. The 
Russia-Ukraine conflict is assumed to end, bringing down 
energy prices. The impact of the Infrastructure, 
Investment, and Jobs Act is greater in this scenario than in 
the baseline. Consequently, real GDP grows 1.9 percent in 
2023 and 2.1 percent in 2024. The optimistic scenario 
received a 20 percent probability.  
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Comparison of Actual and Forecast Non-Dedicated Revenues 
($ in thousands) 

  Fiscal Year 2023   April-June 2023 
 FORECAST ACTUAL VARIANCE  FORECAST ACTUAL VARIANCE 

 REVENUES1  REVENUES   ACT-FCST    REVENUES1   REVENUES   ACT-FCST  
 Individual Income Tax         

 Withholding  11,465,743  11,466,952  1,208    2,753,761  2,809,292  55,531  
 Declarations  2,239,500  2,278,989  39,489    1,105,000  1,148,751  43,751  
 Miscellaneous  2,061,310  1,965,574  (95,735)    1,324,008  1,189,191  (134,817)  
 Partnership & S Corporation Gross 2,293,300  2,589,593  296,293   562,597  615,212  52,616  
 Gross  18,059,853  18,301,109  241,256    5,745,366  5,762,447  17,080  
 Partnership & S Corporation Refunds 135,700  142,746  7,046   37,513  37,678  165  
 Individual, Fiduciary, & Withholding Ref. 2,429,934  2,359,625  (70,309)   1,025,062  892,307  (132,755)  
 Total Refunds 2,565,634  2,502,371  (63,263)    1,062,575  929,985  (132,590)  
 Net Income Tax 15,494,219  15,798,738  304,519    4,682,792  4,832,461  149,670  

 Corporate Franchise Tax  
       

 Declarations   2,710,358   2,912,196  201,838    862,055  1,012,848   150,793  
 Miscellaneous  215,428  211,541  (3,887)   39,695  53,148  13,453 
 Gross   2,925,786   3,123,737  197,951    901,750  1,065,996   164,246  
 Refund  161,765  197,112  35,347   52,672  26,859  (25,812) 
 Net   2,764,021   2,926,626  162,605    849,078  1,039,136   190,058  

 General Sales and Use Tax  
       

 Gross   7,587,911   7,603,758  15,847    1,797,419  1,813,795  16,376  
 MPLS Sales Tax Transferred to MSFA       -  -   -  
 MPLS Sales Tax w/Holding for NFL Stadium 22,793  22,793  0  5,961  5,961  0 
 Sales Tax Gross   7,610,704   7,626,551  15,848    1,803,380  1,819,756  16,376  
 Refunds (including Indian refunds)  201,798  220,300   18,502   75,724  85,924  10,200 
 Net   7,408,905   7,406,251  (2,654)    1,727,656  1,733,832  6,177  

 Other Revenues 
       

 Net Estate 233,300  260,362  27,062   40,904  52,707   11,803  
 Net Liquor/Wine/Beer  106,700  109,444   2,744   35,460  37,794  2,334  
 Net Cigarette/Tobacco  549,080  531,051  (18,028)  173,499  160,261  (13,238) 
 Deed and Mortgage  281,023  261,544   (19,480)  82,483  67,245  (15,238) 
 Net Insurance Premiums Taxes  462,684  512,525  49,841   92,143  113,498   21,354  
 Net Lawful Gambling  195,900  196,306  406   58,002  58,732   730  
 Health Care Surcharge  326,659  293,129  (33,530)  178,410  130,399  (48,011) 
 Other Taxes  58,355  43,278   (15,077)    57,712  42,597  (15,115)  
 Statewide Property Tax  757,362  765,246  7,883  397,323  406,698   9,375 
 DHS SOS Collections  96,950  121,156  24,206   17,520  30,877   13,357  
 Investment Income  433,900  436,773  2,873  171,024  170,997   (27) 
 Tobacco Settlement 170,985  197,247   26,262   18,967  43,621  24,654  
 Dept. Earnings & MSOP Recovery 228,715  244,407  15,692  69,967  84,661   14,694 
 Fines and Surcharges  67,955  73,888   5,933   19,946  19,847  (99)  
 Lottery Revenues  81,286  85,579  4,293   28,663  27,333   (1,330)  
 Revenues yet to be allocated  0  19,487  19,487   (13,486) 1,745   15,231  
 Residual Revenues  142,389  105,797  (36,592)   17,691 3,919   (13,772)  

        
 Other Subtotal   4,193,244   4,257,219  63,975  1,446,229  1,452,931  6,702 
 Other Refunds  5,302  4,710  (592)  1,879  1,207  (672) 
 Other Net   4,187,942   4,252,509  64,567  1,444,351  1,451,725  7,374 
        
 Total Gross  32,789,587  33,308,616  519,030    9,896,725  10,101,129  204,404  
 Total Refunds   2,934,499   2,924,492  (10,007)   1,192,849  1,043,975  (148,875)  
 Total Net  29,855,088  30,384,124  529,036    8,703,876  9,057,155  353,278  

 
1. February 2023 Budget and Economic Forecast. 
 

  


