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US/Global Macroeconomic Outlook
National economic growth has been and is expected to remain 

modest
US Real GDP grew 2.6 percent in FY2019
FY2020 US Real GDP growth revised down from 2.4% to 2.2% from December 

2018 forecast
FY2021 US Real GDP growth revised up from 1.8% to 2.3% from December 

2018 forecast
US inflation rate was 2.1% in FY2019, inflation expected to 

continue modest growth: 2.2% in FY2020, 1.9% in FY2021
The probability of a national recession has recently increased 

for CY 20 and CY 21 (see “Risks to the Forecast” for 
probability estimates)
Rising trade tensions and a slowdown in global economic 

growth add uncertainty to many aspects of the forecast (GRT, 
PIT, interest earnings)
In July 2019, the Federal Reserve announced the first rate cut 

since 2008 in an effort to mitigate risks to the national economic 
outlook
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US Macroeconomic Outlook
Federal Reserve cut rates in July 2019 for the first time since 2008 level (the rate 

cut was 25 basis points with a target rate of 2% to 2.25% for August 2019
 Federal Reserve stated the US economy remains favorable 
 Federal reserve: “labor market remains strong and that economic activity has been rising 

at a moderate rate. Job gains have been solid, on average, in recent months, and the 
unemployment rate has remained low.” July 31, 2019

The rate cut is an insurance policy against speed bumps 
Weak Global Economic Growth & US-China trade war
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Effective Federal Funds Rate: Actual to July 2019, Moody's Forecast
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US Economic Outlook
US Housing Starts have gradually increased since 2009, reaching a 10-year 

high in early 2018 and remaining steady since
Housing growth remains positive but housing has not returned to pre-Great 

Recession levels 
US Real GDP grew 2.1 percent from 2019Q1 from 2019Q2
The US has been experiencing the longest economic expansion in history
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Percent Change in US Real GDP: Actual:  2015Q1 - 2019Q2, Forecast 2019Q3 -2021Q4

Source: bea.gov Seasonally Adjusted at annual rates, Moody's Aug. 2019 forecast
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New Mexico Economic Outlook

New Mexico non-farm jobs have grown 2.4% from July 2018 to July 
2019
This represents a growth of 19,800 jobs in New Mexico

Southeastern New Mexico has continued massive oil production growth 
setting new record levels for rig counts, production, oil generated 
revenues
New Mexico GDP increased by 4.6 percent from 2018Q4 to 2019Q1, 

third highest in the country
New Mexico construction employment at highest levels in over a decade, 

mostly concentrated in Southeastern quadrant of the State
Leisure and Hospitality (6% growth) and Professional and Business 

Services (2.9% growth) sectors performed well in positive year over year 
job growth in July 2019
CREG revenue forecast does not incorporate a near term US recession but 

the probability of a recession in FY2020/FY2021 has increased and is a 
concern
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New Mexico - Unemployment
US unemployment at 50 year low
New Mexico has ticked down below 5 percent
In combination with slight increases in wages, this moves NM closer towards full-employment

8



New Mexico - Jobs
New Mexico employment has surpassed pre-Great Recession levels
Employment grew 2.4 percent from July 2018 to July 2019
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Percent change in  Non-Farm Employment in the US and NM vs. Dec. 2007

Source: bls.gov, seasonally adjusted, Moody's Aug. 2019 Forecast
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New Mexico Job Growth by Sector
12 sectors are showing year-over-year growth while four sectors 

declined
Strongest growth in Mining, Construction, Leisure & Hospitality
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Rig Counts Are a Leading Indicator of GRT
Oil price changes affect rig counts about two months later
Permian Rig counts are a leading indicator of Lea and 

Eddy County GRT
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Record oil production in FY2019 despite lower average oil prices
New Mexico rigs consistently above 100 since January 2019
Consensus forecast expects average oil prices of $51.80  in FY2019, $52.50 in FY2020 through FY2022
Consensus Forecast expects oil volumes of 298mm barrels in FY2019, 356mm barrels in FY2020, and 

500mm barrels in FY2021
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Record Levels of Oil Production



Oil and Natural Gas: Top 4 Oil Producing States
New Mexico largest percentage production growth among top 4 

producing states
New Mexico share of national production at 7.4% in May 2019 

versus 6.2 % in May 2018 (largest percentage share increase among 
top 4 states and Gulf of Mexico production May over May)
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General Fund Overview
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 FY19 GF Revenue is 
forecasted to grow by 14 
percent over FY18

 Aug. 19 forecast 
increased GF revenue by 
4.4 percent over Dec. 18 
forecast

 FY19 GF Reserves 
estimated at $1,707 
million, 26.9% of 
recurring appropriations

FY19 FY20 FY21
 FY20 GF Revenue is 

estimated to decline by 
0.6 percent vs. FY19

 Aug. 19 forecast 
increased 6.5 percent 
over Dec. 18 forecast 
for FY20 GF Revenue

 FY20 GF Reserves 
estimated at $2,269 
million, 32% of 
recurring appropriations

 FY21 GF Revenue is 
forecasted to grow by 
2.7 percent vs. FY20

 “New Money” for 
FY21 is forecasted to 
be $907 million



Consensus Revenue Summary
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Fisal Year
December 2018 

Estimate (Adj. for 
2019 Legislation)

August 2019 
Consensus

August 2019 
Revisions

Percent 
Change v. 
Prior Year

Change from 
Prior Year

FY19 $7,490 $7,824 $333 13.7% $942
FY20 $7,308 $7,780 $472 -0.6% -$44
FY21 $7,687 $7,991 $305 2.7% $211
FY22 $7,955 $8,334 $379 4.3% $343
FY23 $8,294 $8,753 $459 5.0% $419

Table 1
August 2019 Consensus General Fund Recurring Revenue Outlook

(Millions of Dollars)
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Consensus Revenue Summary

 Gross Receipts Tax revenue showed continued strength from Eddy and Lea 
counties and Out-of-State associated with oil and natural gas production

 Personal Income Tax upward revisions reflect stronger wage and salary 
growth in the state for FY19 and FY20

 Selective Sales came down due to revisions in insurance taxes
 Largest gains seen in energy related revenues driven by oil and natural gas 

production; Forecast is showing record level production over the forecast 
period despite lower prices

Fisal Year Gross 
receipts tax

Selective 
sales taxes

Personal 
income tax

Corporate 
income tax

Energy-
related 

revenues

Investment/
Interest 
earnings

Other 
revenues

Total 
Recurring 
Revenue

FY19 $97 ($17) $78 $14 $99 $58 $3 $333
FY20 $179 ($19) $33 $30 $103 $21 $124 $472
FY21 $153 ($18) $28 ($14) $192 ($34) ($3) $305
FY22 $127 ($17) $28 ($11) $297 ($42) ($4) $379
FY23 $110 ($14) $30 ($36) $414 ($41) ($6) $459

* Excludes O&G School Tax to Tax Stabilization Reserve

Table 2
August 2019 Revisions (Change from Dec. 2018 Estimate w/Legislative Adj.)

(Millions of Dollars)



Energy Related Revenues
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After a one time large Federal Mineral Leasing payment in FY19, FML is expected 
to return to trend beginning in FY20. Moving forward the largest gains in energy 
related revenues are coming from FML. 



FY 19 Y/Y Gross Receipts Taxes ($millions)
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 Represents the change in Gross Receipts Tax Revenue by County from FY18 to FY19, $ and %

 New Mexico Base Gross Receipts increased by 11.5% from FY18 to FY19 

 GRT growth excluding Eddy and Lea counties was 5.6%

 Strong growth coming from Bernalillo, Lea, Eddy, and Out-of-State

 As a share of total, Bernalillo has decreased from 31.9 % to 28.4% from FY11 to FY19

 Eddy and Lea county share of total has increased from 12.8% to 21.6% FY11 to FY19

General Fund Gross Receipts Taxes

FY 2019 Y/Y % Change



General Fund Oil and Natural Gas Related Revenues

 FY19 total General Fund growth is estimated to be 16.2%.
 FY19 illustrates higher than normal bonus payment ($497 million)
Driven by energy sector

 Severance taxes grew 25.9 percent from FY18 to FY19 when adjusting for the transfer to the Tax Stabilization 
Reserve

 FML grew by 15.6 percent from FY18 to FY19 when adjusting for the larger than normal bonus payment
Energy related revenues as a percent of total previously hovered around 15% to 20%, but are now forecasted to 

exceed 30% of the total by FY23 19



Oil & Gas School Tax to Stabilization Reserve

 Going forward, the Tax Stabilization Reserve hedges against the volatility of the 
Oil & Natural Gas Sector

 FY19 estimated transfer to TSR $197 million 20



General Fund Financial Summary          
($ in millions)
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FY19 FY20 FY21

Beginning Balance 
(General Fund Reserves)

$1,184.7 $1,706.9 $2,269.5

Total Revenue
(Recurring Revenue)

$7,923.7 $7,780.1 $7,991.4

Spending
(Recurring Appropriations)

($6,339.8) ($7,083.9) “New Money”
$907 million

Reserve Transfers, etc. $258.3 $264.2

Ending Balance
(General Fund Reserves)

$1,706.9 $2,269.5

General Fund Reserves as a 
Percent of Recurring
Appropriations

26.9% 32%



Risks to the Forecast
Negative Risks 
Risk of oil price or production volume declining
Natural gas constraints create uncertainty
Unexpected changes in international oil market
International trade war creates uncertainty: US trade war with China
Risk of a US recession on the horizon
Moody’s Analytics has probability of US entering a recession in 2020 at 19%
Bank of America has probability at 20%
Global Insight has probability at 35%
JP Morgan Chase (40% to 45%)
National Association for Business Economics Survey results
38% of economists believe US will enter recession in 2020
34% of economists believe US will enter recession in 2021

Predicting when a recession will occur and how severe is impossible but taking 
preemptive measures is a must

Positive Risks
Oil production volume continues to exceed forecasts
Oil industry shifting focus to investment value rather than high production
Pipeline constraints addressed
Increased federal expenditures in the areas of national security
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NM Oil Production and Historical Forecasts
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 New Level of NM Oil Production challenges the forecasts
 Greater exposure to downside risks



Stress Testing the Forecast
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 Downside includes severe drop of rigs and assumes severe 
drop in GRT, Severance, FML (similar to 2016)

 According to EIA low prices are more likely than higher prices



Linear Trend Analysis

Illustrates how far revenues are deviating from the 10 year trend 25
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Appendix 1a
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Appendix 1b
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Appendix 3a
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Appendix 4
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Appendix 5



Table 1: NM Oil Volumes & Prices

FY Vol. 
(million 
barrels)

% Growth NM $/barrel

FY18 204 34% $55.1

FY19 298 46% $51.8

FY20 356 20% $52.5

FY21 400 12% $52.0

FY22 438 10% $52.0

FY23 475 8% $54.0

FY24 513 8% $55.5
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Table 2: NM Natural Gas Volumes & Prices

FY Vol. (bcf) % Growth NM $/mcf

FY18 1,361 10% $3.51

FY19 1,575 16% $3.05

FY20 1,662 6% $2.00

FY21 1,745 5% $2.25

FY22 1,832 5% $2.50

FY23 1,914 5% $2.50

FY24 2,001 5% $2.50

Appendix 6
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Appendix 7
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