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NYC Estimated to End Current Fiscal Year
with a Budget Deficit

December 17, 2025 - IBO estimates that the City will end the current fiscal year with a
deficit of $380 million. Each year since 2022, the City has spent more than it has taken in,
and the surplus that once helped stabilize the budget has consistently shrunk each year.
While some of this increased spending reflects actions taken by the Adams
administration to address long-term structural issues, other longstanding issues remain
unaddressed. In particular, the City regularly budgets funding for certain programs and
then consistently exceeds those planned levels.

This pattern is most pronounced in uniformed overtime, education, housing vouchers,
and homeless shelter costs. In these areas, the budget does not accurately reflect
expected City spending levels—in many cases, the City's budgeted amount for the next
year is lower than what it is already spending in the current year.

IBO’s 2026 revenue forecast is higher than what the Adams administration presented, as
IBO updated its forecast to recognize a more stable economy than the City faced—both
nationally and locally—in May. Looking ahead, IBO projects a budget gap of $6.5 billion in
2027, followed by larger gaps of $8.4 billion in 2028 and $8.2 billion in 2029.

Unlike past years, there is no fiscal cushion to help cover expenses beginning in the 2027
budget. This limits the City's fiscal flexibility at a time when there is broad agreement
across federal, state, and local governments that affordability will be a top priority.
Officials at all levels have signaled an interest to pursue increased spending as the
primary strategy for addressing affordability.

At the same time, the City faces uncertainty around future federal and state funding.
Together, these factors put the City in a difficult position—it cannot raise revenues
without state approval, and it cannot count on federal support to backfill revenue losses
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or fund new priorities. New York State faces its own fiscal challenges, and it remains
unclear whether state actions will provide relief or increase costs for the City.

New York City is required by law to have a balanced budget. The loss of the City's financial

cushion presents incoming City leadership with limited fiscal options beginning in Fiscal
Year 2027.
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