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Bay State Economy Slows in Second Quarter 
U.S., Boosted by Exports and Stimulus Checks, Outpaces Mass

Real Massachusetts gross domestic product is
estimated to have grown at an annual rate of
1.6 percent in the second quarter, following a
recently revised 2.2 percent rate of growth in
the first quarter, according to the
MassBenchmarks Current Economic Index.
The Bureau of Economic Analysis reported
today that the national economy grew at an
estimated annual rate of 1.9 percent in the
second quarter, which is up from 0.9 percent
in the first quarter.

The state’s economy is expected to slow
further during the remainder of the year.  If
the economy grows at the annual rate of 1.2
percent over the next six months, as

predicted by the MassBenchmarks Leading Economic Index, then annualized growth in real Massachusetts
gross domestic product will be 1.3 percent in the third quarter, and 1.2 percent in the fourth quarter. The
leading index is a forecast of the growth in the current index over the next six months, expressed at an
annual rate.

The state’s technology, science, knowledge, and health sectors are still expanding, while housing and
consumer-related sectors, such as construction, and retail trade continue to contract. Overall, the state’s
labor market is weakening. Growth in payroll employment slowed to an annual rate of 0.3 percent in the
first quarter, even as the U.S., as a whole, shed jobs at a 0.6 percent annualized rate during that same
period.  The state’s unemployment rate rose to 5.2 percent in June, while the national unemployment rate
stood at 5.5 percent.
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The 10 indicators that comprise the leading index usually do not all move in tandem. Typically, some may
indicate an expectation of faster than average growth, while at the same time others may indicate an
expectation of slower than average growth. The following table accounts for the contributions of each
towards faster or slower growth than the long-term trend of 3.3%.  The index value is their sum.

In June, one indicator, the interest rate spread between 10-year and 3-month U.S. Treasury securities,
contributed to a forecast of above-trend growth. Nine indicators contributed to below-trend growth: total
nonagricultural employment, withholding taxes, sales taxes, the unemployment rate, consumer confidence,
the Bloomberg stock index for Massachusetts, initial unemployment claims, construction employment, and
motor vehicle sales taxes.

Several recent months of the indices 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.

Alan Clayton-Matthews 

July 21, 2008
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