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Summary of March Changes
($ in Millions)
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Revenue Source FY 2025 FY 2026 Total

Personal Income Tax ($142.9) ($200.8) ($343.7)
Corporate Income Tax ($21.5) ($28.9) ($50.4)
Sales Tax ($17.4) ($10.4) ($27.8)
Lottery $0.0 $0.0 $0.0 
Other $75.0 $0.0 $75.0 

Total- Ongoing Revenues ($106.8) ($240.2) ($347.0)

Revenue Volatility Cap $0.0 $67.0 $67.0 

GRAND TOTAL ($106.8) ($173.2) ($280.0)



Revenue Growth Rates
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Revenue Source FY 2025E FY 2026EFY 2024

Personal Income Tax 1.1% 4.9% 2.6%
Corporate Income Tax 4.8% 1.0% 0.4%
Sales Tax -1.8% 1.4% 2.4%
Lottery -0.1% -20.2% -2.9%
Other 4.5% -7.9% -11.1%

Total- Ongoing Revenues 1.0% 1.7% 1.0%

GRAND TOTAL 5.0% 1.1% 0.1%



March Forecast – Federal Uncertainty
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• Given the uncertainty over federal government actions the December forecast made 
only technical changes to the FY 2026 forecast

• This “hedge” against federal reductions prevented more reductions in the forecast

• Compared to what we knew in December, a worse case situation has developed
• Quicker than expected and as bad or worse than feared

• No data yet on employment reductions or planned spending reductions
• Court challenges may slow or blunt the impacts but most probable event is 

significant reduction in employment and spending that will slow Maryland’s 
economy

• Federal government slowdown is expected to impact withholding income taxes the 
most but we are also making modest reductions in the sales tax and corporate income 
tax

• Forecast also reduces nonwage income forecast due to weaker than expected tax 
year 2024 estimated payments



Federal Government – Potential Direct Employment Impacts
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• Reduction in recent “excess labor demand” for Maryland residents

• Allow attrition to take place
• About 9,000 Maryland employees separate from federal service in each year
• Not replacing these employees could decline withholding by 0.4%

• Terminate existing employees
• Probationary employees (there are at least 15,000 in Maryland)
• Reduction in Force

• Relocate agencies out of the region

• Prolonged government shutdown



Federal Government – Other Impacts
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• Reduction in federal contracts
• Defense and nondefense contracts are equal to about 10% of Maryland’s private 

GDP

• Reduction in other federal government spending
• Grant funding 
• Medicaid and hospital reimbursements

• Most laid off workers will eventually be reemployed but likely at lower salaries
• Labor market is constrained, but it will be a buyer’s market 
• Average federal wage in Maryland is significantly higher than private sector
• Layoffs could increase outmigration

• Consumer and business uncertainty



Federal Government Employment and Wages
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• There are a about 550,000 federal civilian jobs in Maryland, the District of Columbia, 
and Virginia

• About 161,000 of these are located in Maryland
• The District of Columbia and Virginia each have more than 190,000 jobs
• About 250,000 Maryland residents work in the District of Columbia 

• In tax year 2023, about 252,000 Maryland households reported a total of $26.9 billion 
in federal wages

• Since this data includes only direct federal employment and does not include 
federal contractors it underestimates the importance of the federal government on 
Maryland’s economy

• Both federal government defense and nondefense employment and 
contracting has a strong presence in Maryland
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Share of Gross Income from Federal Wages
Tax Year 2023

Source: Comptroller’s Office



10

Average Federal Civilian and Private Sector Salary  
Calendar 2023

Source: US Bureau Labor Statistics - QCEW
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Average Federal Civilian Salary by County
Calendar 2023

Source: US Bureau Labor Statistics - QCEW
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Top 10 Federal Government Contracts and Grants 
Maryland – FFY 2024

($ in Billions)

Source: usaspending.gov



What Impact did Prior Federal Reductions Have?
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• Sequestration resulted in across-the-board reductions in federal agency budgets as 
well as mandatory government expenditures

• Maryland’s labor market and withholding income tax revenues slowed significant in 
tax year 2013

• March forecast uses this slowdown as a guidepost
• Indicated reductions now are much larger this time and quicker to materialize

Federal Government Spending Reduction (FFY 11-13)
Discretionary -10.7%
Total -4.1%

Maryland Federal Employment Loss (Dec 12-Sept 14) (7,917)   

Mass Layoffs Federal Government Contractors (CY 10-13) 2,940    
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Sequestration Impact - Withholding Revenues
Six-Month Moving Average

Source: Bureau of Revenue Estimates
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Initial Pace of Contracting Layoffs is Much Greater
Federal Government Related WARN Notices in Maryland

Source: Maryland Department of Labor



Announced Federal Job Losses
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Administrative 

Leave

Layoffs 
through 

February

Layoffs 
After 

February Subtotal
Buyout Option - 

September

Non-
Essential 
Workers Subtotal

Total Reductions 931                 40,392        64,738       106,061     77,000               94,115        171,115       277,176     
Estimated in Maryland 93                   5,052          6,474         11,619       7,700                 9,412          17,112         28,730       

Announced Layoffs and Position Changes

Total

Potential Elimination of Positions in Future

Source: Bureau of Revenue Estimates



Federal Government Impact on Withholding
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• In December, we lowered our tax year 2025 withholding forecast growth from 4.1% to 
3.1% due to uncertainty over federal government actions

• We further lower our forecast to 2.4% 

• We expect that federal actions will reduce tax year 2025 State and local withholding 
collections by $262 million 

• This is a reduction of about $3 billion in Maryland wages and a reduction in 
Maryland employment of a little more than 30,000

• We will be vigilantly monitoring federal data and our tax data to estimate the impacts
• Future forecasts will be informed by this data



Tax Year 2025 Withholding Forecasts
Compared to Baseline Forecast
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Source: Bureau of Revenue Estimates



Change in Withholding Revenue Forecast Compared to no Federal Impact
Gross Collections

($ in Millions)

19

Source: Bureau of Revenue Estimates



Thank You

Robert J. Rehrmann
Director, Bureau of Revenue Estimates
Comptroller of Maryland
rrehrmann@marylandtaxes.gov
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