Money Matters

Analysis by the

General Fund Revenue Tracking Report:
FY26 Revenue through March 2026

Revenue collections have continued to strengthen as the fiscal year has
progressed. With finalized data through March, preliminary data through May,
and estimates for June, recurring general fund revenues are currently tracking
$609.0 million, or 4.6 percent, above the December 2025 consensus forecast
and nearly double the $308.6 million, or 2.3 percent, reported in January. The
acceleration is driven almost entirely by another month of exceptionally strong
corporate income tax collections.

Revenue Accruals

The following section summarizes recent revenue performance using both
monthly collections and fiscal year-to-date totals to provide context for how
revenues are tracking relative to recent trends. Monthly results help illustrate
short-term changes in collections and the drivers of revenue growth or decline,
while fiscal year-to-date totals provide a clearer picture of overall revenue
performance during the current fiscal year.

March 2026 Monthly Revenue

In March 2026, the state collected approximately $1.2 billion in recurring
general fund revenue, $6.8 million, or 0.6 percent, more than in March 2025.
Excluding oil and gas revenues, March collections were essentially flat
compared with a year ago, down $2.3 million, or 0.2 percent.

Selective sales taxes accounted for the largest year-over-year increase, rising
$79.5 million, or 59.4 percent, driven primarily by the insurance premiums
tax, which is heavily concentrated in March due to annual filing deadlines.
Gross receipts tax collections increased $32.9 million, or 8.8 percent, and
mineral production taxes rose $13.4 million. These gains were partially offset
by a $63.1 million, or 61.8 percent, decline in corporate income tax collections
compared with March 2025, when an unusually large payment boosted that
month’s total, and by a $32.4 million decline in investment income. Personal
income tax collections were $13.8 million, or 3.7 percent, below March 2025.
As anticipated, distributions of capped oil and gas school tax and federal
mineral leasing royalty revenue to the early childhood trust fund and other
reserve funds began in February 2026, consistent with the pattern observed in
FY25.

Fiscal Year to Date Revenue through March

General fund recurring revenues for FY26 through March totaled $10.9 billion,
up $231.5 million, or 2.2 percent, from the same period a year ago. Excluding
oil and gas revenues, general fund revenues through March were $7.9 billion,
up $191.0 million, or 2.5 percent, from FY25, the first time this fiscal year that
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revenue other than that from oil and gas revenue has run ahead of the prior
year on a cumulative basis, reflecting the continued strength in corporate
income tax collections and the prior weakness demonstrated through
December.

Revenue Tracking vs. Forecast

The Consensus Revenue Estimating Group (CREG) publishes updated
forecasts of each major state revenue source at least twice annually to inform
legislative budget development. As revenues are reported throughout the fiscal
year, LFC economists combine finalized collections reported by the
Department of Finance and Administration, preliminary collections reported
by the Taxation and Revenue Department (TRD), and projections for revenues
not yet reported to estimate how revenues are tracking relative to the forecast.

While year-over-year comparisons provide useful context, the most important
measure of revenue performance is how collections compare with the forecast
used to support enacted appropriations. Revenue collections that fall below
forecast can create budgetary pressure and require the use of reserves or other
solvency measures.

Current tracking estimates indicate FY26 recurring revenues will finish $609.0
million, or 4.6 percent, above the December 2025 forecast, up sharply from
the $308.6 million, or 2.3 percent, reported in January. Including nonrecurring
revenues, total general fund revenue is projected to exceed forecast by
approximately $701.9 million. The primary driver remains corporate income
tax collections, which are now tracking $438.0 million above forecast for the
full fiscal year—up from $355.2 million in January—after another month of
unusually large corporate payments in February. General sales taxes (gross
receipts, compensating, and selective sales taxes combined) are tracking a
combined $145.9 million above forecast. Partially offsetting these gains,
investment income is now tracking $68.6 million below forecast, a growing
drag that has more than doubled since January’s report.
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Revenues and Economic Outlook

Economic conditions and other indicators help explain revenue performance
relative to the forecast, including labor market trends, consumer and business
spending reflected in gross receipts tax collections, and oil and gas price and
production trends. The following sections discuss those indicators together
with the revenue categories most affected by them.

Personal and Corporate Income Tax

Corporate income tax collections have diverged sharply from recent-year
norms and from the December 2025 forecast. After weighing on the tracking
estimate through December, CIT rebounded beginning in January and has
continued to run well ahead of expectations through March, now tracking
$438.0 million above forecast for the fiscal year, up from $355.2 million as of
the January report. Personal income tax collections, by contrast, remain below
forecast for the fiscal year, dragged down by elevated refunds processed earlier
in the year.

Oil and Natural Gas

New Mexico oil prices have risen sharply since February due to the war with
Iran, climbing from $58.77 per barrel in January to $89.83 in March and
$98.53 in April, a reversal of the steady declines described in earlier reports
when prices had fallen into the high-$50 range on tariff-related trade tensions
and elevated OPEC+ supply. This spring's price surge, if sustained, would
push the FY26 actual oil price well above the $58 per barrel CREG assumed
in its December 2025 forecast. Production has continued to grow through the
price swings: Oil output averaged roughly 2.1 to 2.4 million barrels per day
from January through April, and natural gas output ran 12.1 billion to 13.1
billion cubic feet per day, both consistent with the multiyear growth trend.
Natural gas prices, by contrast, stayed low and stable ($2.59-$2.97 per mcf)
apart from a seasonal Henry Hub spike in January.

Gross Receipts Tax

Matched taxable gross receipts (MTGR) statewide totaled $101.5 billion
through May, up $5.76 billion, or 6 percent, from the same period a year ago.
Construction was by far the largest driver of that growth, posting $14.74 billion
in receipts, up $2.32 billion, or 18.6 percent, the single largest dollar increase
of any sector and nearly 40 percent of the state's entire year-over-year MTGR
growth. Healthcare and social assistance ($611.5 million, up 13.5 percent),
retail trade ($721.7 million, up 3.8 percent on the largest base in the state), and
administrative/support services ($367.7 million, up 9.5 percent) also
contributed meaningfully, while mining, quarrying, and oil and gas extraction
was the only major sector to contract, down $146.1 million, or 1.3 percent,
consistent with softer oil prices weighing on drilling activity even as
production volumes continue to grow.

Geographically, the construction-driven growth is broad-based but uneven.
Eddy County (up 8.5 percent) and San Juan County (up 11.1 percent) posted
growth well above the statewide average, suggesting construction and related
activity tied to oil and gas infrastructure in the southeast and gas development
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in the Four Corners region. The construction sectors in those areas are likely
to indicate the year-over-year drop in mining specific receipts will be short
lived as other mining-related sectors show growth. Dofia Ana County, a
construction growth driver in recent reports, grew a more moderate 5.4
percent. By contrast, Los Alamos County stands out as a notable outlier, down
20.5 percent in a sharp reversal worth watching, potentially tied to federal lab
spending, and Sandoval County declined 5.2 percent. Several smaller counties
(Torrance, Lincoln, Mora, Socorro) posted large percentage gains, but off
small bases, likely indicating some nonrecurring activity in those areas.

Volatile Revenues and Economic Uncertainty

New Mexico’s revenue outlook remains subject to significant risk from
volatile revenue sources and broader economic conditions outside the state’s
control. Corporate income tax remains the most volatile and influential source
in the current tracking estimate: New Mexico’s CIT collections have
historically fluctuated by roughly 80 percent, versus a national average closer
to 30 percent, and the current fiscal year is no exception, with CIT now
tracking 173.1 percent above the December 2025 forecast. Because most oil
and gas revenue to the general fund is capped, the general fund’s own exposure
to oil and gas price and production swings is limited relative to the early
childhood trust fund and severance tax permanent fund, which absorb most of
the marginal volatility once the cap is reached.

FY26 MTGR Growth by Industry

(in millions)
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