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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 2.2% to 2.0% from August 

2019 forecast
FY2021 US Real GDP growth revised down from 2.3% to 2.2% from August 

2019 forecast

US inflation rate was 2.1% in FY2019, inflation expected to 
continue modest growth: 2.0% in FY2020, 1.6% in FY2021
The risk of a national recession remains for CY 20 and CY21 

See “Risks to the Forecast” for probability estimates
Trade tensions continue and a slowdown in global economic 

growth add uncertainty to many aspects of the forecast (GRT, 
PIT, interest earnings)
In October 2019, the Federal Reserve announced the third rate 

cut for the calendar year
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US Macroeconomic Outlook
 Federal Reserve cut rates three times in CY19, reducing the target rate from a 

1.75-2.00 to 1.50-1.75 percent
 Federal Reserve: “Information received since the Federal Open Market 

Committee met in September indicates that the 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. Although household spending has been rising at a strong pace, business 
fixed investment and exports remain weak…” October 30, 2019

 The yield curve is no longer inverted as of October 2019

5



US Economic Outlook
The US is still experiencing the longest economic expansion in history (NBER)
US Real GDP grew 1.9 percent from 2019Q2 to 2019Q3
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 
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New Mexico Economic Outlook
New Mexico Real GDP grew at 3.9% in 2019Q2 over 2018Q2 and growth is 

forecasted to continue by BBER and Moody’s Analytics in FY2020
New Mexico non-farm jobs have grown 2.0% from October 2018 to October 

2019
This represents a growth of 17,300 jobs in New Mexico

New Mexico construction employment at highest levels in over a decade, mostly 
concentrated in Southeastern quadrant of the state
Leisure and Hospitality grew 5.1% year over year and while employment in 

mining has leveled off in recent months, it demonstrated 5.6% growth year over 
year based on October figures
Southeastern New Mexico has continued oil production growth setting new 

record levels for rig counts, production, oil generated revenues
Rig counts have experienced some softening recently as firms focus on 

returning capital to investors, rather than growth and capital expenditures
The December 2019 CREG forecast does not incorporate a near term US 

recession but the probability of a recession in FY2020/FY2021 is a risk to the 
forecast
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 New Mexico Real GDP has experienced continued positive growth since Q3 2017,  peaking at 4.3 percent growth in 
2019Q1

Moody’s Baseline forecast projects NM Real GDP to continue at a more moderate pace through 2021
Moody’s Moderate Recession Scenario estimates negative growth for three quarters starting in 2020Q3

 This scenario is highly unlikely. Moody’s assigns a probability of 11% that the US will enter a recession in the six months

Moody’s Low Oil Price Scenario is even less likely. Moody’s assigns a probability of less than 5% of this scenario 
occurring

New Mexico Economic Outlook



New Mexico - Unemployment
US unemployment is currently at 50 year low
New Mexico unemployment rate is at 4.8 percent (Oct. 2019), lowest rate since pre-Great Recession
 In combination with slight increases in wages, this moves NM closer towards full-employment
 Forecasted US and NM unemployment remain at current rates through 2020
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New Mexico - Jobs
After lagging for 11 years New Mexico employment has surpassed pre-Great Recession levels in March 2019
Employment grew 2.0 percent from October 2018 to October 2019
Employment growth is forecasted to continue in the near term
BBER forecast New Mexico employment to grow 1.7 percent in FY2020 and 1.2 percent in FY2021
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New Mexico Job Growth by Sector
13 sectors are showing year-over-year growth while four sectors have declined
Strongest percentage growth in Construction, Mining, Leisure & Hospitality
Strongest growth in number of jobs in Construction, Trade, and Leisure & Hospitality
Sectors that have declined are Retail Trade, State Government, Other Services, and Information
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Rig Counts Are a Leading Indicator of GRT
 Oil price changes affect rig counts approximately two months later
 Permian Rig counts are a leading indicator of Lea and Eddy County GRT
 The relationship between WTI and rig counts has changed in recent years due to increased efficiencies, 

improved technologies and reduced costs
 At a WTI price above $50, New Mexico can support rig counts at a level near record highs

 The relationship where oil is profitable has changed
 Prior to 2016 high oil prices were needed to be profitable
 2017 to present high oil prices are not needed to be profitable
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Forecasted world oil 
supply is outpacing 
oil demand in 2020
In 2020 higher 

production and 
weaker demand put 
downward pressure 
on prices
New Mexico now 

accounts for 0.9 
percent of world oil 
production

Oil Supply, Demand, and Production: World Oil Supply 
and Demand
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Oil Supply, Demand, and Production: National Rig 
Counts and Production

Even with declining rig 
counts and spent capital 
budgets, national drilling 
activity has remained flat
This is due to the 

industry’s completion of 
Drilled but Uncompleted 
Wells (DUCs)
Rystad forecasts national 

production to slow 
through 2020
Rystad takes into account
Drilled and producing wells
Drilled but not yet producing 

wells
Yet to be drilled wells



RBC Capital Markets 
12-3-19
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Oil Supply, Demand, and Production: Oil Producers 
Producer stock prices are 

down 
The top 4 New Mexico producers 

are worth ½ to ¾ of what they 
were worth one year ago.  
The oil industry is shifting 

focus to investment value 
rather than high production
This is motivating producers 

to
Decrease capital expenditures
Reduce costs to ensure returns to 

shareholders

Slowing production growth



New Mexico experienced record oil production in FY2019 despite lower average oil prices
New Mexico rigs peaked at 113 in mid-October and have begun to decline in the following weeks

 On December 6th, 2019 New Mexico rig counts were at 103
Consensus forecast expects average oil prices of $52 in FY2020, $50 in FY2021 and FY2022, and then 

increasing to $52 in FY2023 and $53 in FY2024
Consensus forecast expects oil volumes of 350mm barrels in FY2020, 360mm barrels in FY2021, and 

365mm barrels in FY2022
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Oil and Natural Gas: Top 4 Oil Producing States
 New Mexico experienced the largest percentage production growth among the top four oil producing states
 New Mexico’s share of national production was 7.6% in September 2019, versus 6.4 % in September 2018 

(largest percentage share increase among top 4 states and Gulf of Mexico production September-over-
September)

 Overall these percentages are declining compared to prior months
 North Dakota and Oklahoma experienced the largest changes in production in recent months
 Oklahoma was essentially flat from August 2018 to August 2019
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New Mexico Oil Production
New Mexico Oil Production is experiencing an unprecedented oil production boom 

from 2017 through the present day
However, new data shows NM Oil production growth is beginning to slow



General Fund Overview
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FY19 FY20 FY21
FY2019 GF 

Revenue grew 
by 15 percent 
over FY2018
FY2019 GF 

Reserves are 
$1,833 million, 
28.9% of 
recurring 
appropriations

FY2020 GF 
Revenue is 
estimated to 
decline by 1.3 
percent vs. 
FY2019
FY2020 GF 

Reserves are 
$2,406 million, 
34% of 
recurring 
appropriations*

FY2021 GF 
Revenue is 
forecasted to 
grow by 1 
percent vs. 
FY2020
“New Money” 

for FY2021 is 
forecasted to be 
$797 million

*Pending 2020 legislative appropriations
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Impact of Reduced Revenues – Tax 
Stabilization Reserve in Action

Total recurring revenue estimate reduced by $109 million vs. the 
August 2019 estimate (mostly due to oil and gas revenues)
Estimated TSR transfer in FY21 absorbs $80 million of reduction 



Total recurring GF revenue increased in FY2019 by 17.5% 
Total recurring GF revenue decreases in FY2020 due to a large unprecedented FML 
payment in FY2019
Total recurring GF revenue is estimated to increase FY2021 by 1.4%

21

Consensus Revenue Summary



22

Consensus Revenue Summary

In FY2019 General Fund revenue ended the year $86 million above the previously 
forecasted level
In FY2020 General Fund was revised downward by $4 million from the August 2019 
estimate, effectively unchanged
The FY2021 GF revenue estimate was revised down by $109 million to $7.882 billion

Major changes in the reduced GF revenue for FY21 relate to decreasing oil production growth 
with continued modest oil prices, impacting energy-related revenues

Modeling improvements resulting in better estimates of the effects of the manufacturers and rate 
tax cuts. This also agrees more closely with current tracking for FY20

Personal Income Tax experiences growth in the near term due growth in employment and wages 
and salaries, however, this growth slows in FY2021



Energy Related Revenues

23

After an unprecedented 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 
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 GRT has increased 13.6% in FY2020Q1 over FY2019Q1

 GRT growth excluding Eddy and Lea counties was 8.6% in Q1 of FY20 Y/Y

 GRT growth in Eddy and Lea Counties and Out of State was 23.6%

 August accrual period GRT was an all-time high (most recent month)

 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: 
FY20 YTD 

8.5% 5.4% 10.1% 9.4%

12.1% 13.3% 31.9% 16.5% -20.2% -23.8%

15.7% 4.1% 8.7% 4.3%

8.9% 0.7% 38.9% 6.6% -42.6% 119.9%

2.9% -7.3% -2.6% 9.2%
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General Fund Oil and Natural Gas Related Revenues

FY2019 total General Fund 
grew by 15% over FY2018 
to reach the highest year in 
the history of our state
Significant growth driven 

by energy sector, including 
the large FML payment 
($497 million)
Energy related revenues as 

a percent of total previously 
hovered around 15% to 
20%, but are now 
forecasted to exceed 25% 
of the total in FY20 and 
FY21, highlighting the 
need for additional tax 
stabilization measures

25



Oil & Gas School Tax to Stabilization Reserve

 Starting in FY19, Tax Stabilization Reserve begins to hedges state operating revenues 
against volatile Oil & Natural Gas Sector

 FY2019 transfer to TSR $183 million

 FY2020 estimated transfer to TSR $206 million

 FY2021 estimated transfer to TSR $173 million 26



General Fund Financial Summary          
($ in millions)
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FY2019 FY2020 FY2021

Beginning Balance 
(General Fund Reserves)

$1,184.7 $1,833.3 $2,406.7

Total Revenue
(Recurring Revenue)

$8,009.5 $7,776.4 $7,882.5

Spending
(Recurring Appropriations)

($6,339.8) ($7,085.2) “New Money”
$797 million

Reserve Transfers, etc. $394.5 $288.1

Ending Balance
(General Fund Reserves)

$1,833.3 $2,406.7

General Fund Reserves as a 
Percent of Recurring
Appropriations

28.9% 34.0%*

*Pending 2020 legislative appropriations



Risks to the Forecast
Negative Risks 
Risk of oil price or production volume declining
Significant rig count decline

Natural gas constraints create uncertainty in natural gas prices and oil production
Unexpected changes in international oil market
US trade war with China creates uncertainty 
Risk of a US recession on the horizon
IHS has probability of US entering a recession in 2020 at 19%
Moody’s Analytics probability of the US entering a recession in the next six months at 11%
Predicting when a recession will occur and how severe is impossible, but taking preemptive 

measures is a must
NM oil and natural gas revenue is uniquely exposed to changes in federal policy 

Positive Risks
Oil production volume has exceeded forecasts in recent years 
Natural gas pipeline constraints are being addressed
Oil pipeline capacity has expanded and has the capacity to absorb growth rates experienced in the 

last two years 
Increased federal expenditures in the areas of national security
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Risk to the Forecast – Positive Risk continued

As oil pipeline constraints ease in the Permian, NM oil producers 
will be able to transport oil more easily to refineries 

ForecastActual



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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 A recession or oil market downturn may last multiple fiscal years, driving the need to 
increase reserves

 New Mexico is both exposed to an energy downturn and a recession at the national 
level



Revenues are Projected to significantly exceed 10-
Year Trend

32
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Appendix 1a
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Appendix 4b
County Level Detail: Gross Receipts Tax Growth Impact on General Fund

a b c d e f
FY19 Q1

FY19 Q1 TGR 
$ millions

FY20 Q1 TGR $ 
millions

TGR Level Change 
from FY20 Q1 over 

FY19 Q1

TGR % Change 
from FY20 Q1 over 

FY19 Q1

FY20 Q1 General 
Fund GRT $ millions

Approx Effective Rate 
into Genera l  Fund 
Before Earmarks , 

Credi ts , HH Dis t. Etc.

Current Census  
est. for 

Population as  of 
July 1, 2018

Population 
% of NM

FY20 Q1 
TGR % of 

NM

% of FY20 
Q1 NM Oi l  

Vol .

% of FY20 
Q1 NM 

Natura l  
Gas  Vol .

Bernalillo 4,625               4,815                       189                            4.1% 7.6 4.0% 678,701             32.4% 26.5%
Catron 9                       10                             1                                 8.9% 0.0 4.0% 3,578                  0.2% 0.1%
Chaves 222                  342                           120                            54.2% 4.8 4.0% 64,689                3.1% 1.9% 0.4% 0.5%
Cibola 88                     102                           14                               15.7% 0.6 4.0% 26,746                1.3% 0.6%
Colfax 52                     83                             31                               60.3% 1.2 4.0% 12,110                0.6% 0.5% 0.0% 0.9%
Curry 241                  251                           10                               4.3% 0.4 4.0% 49,437                2.4% 1.4%
De Baca 14                     8                               (6)                               -42.6% -0.2 4.0% 1,781                  0.1% 0.0%
Dona Ana 935                  974                           39                               4.2% 1.6 4.0% 217,522             10.4% 5.4%
Eddy 1,701               2,151                       450                            26.5% 20.7 4.6% 57,900                2.8% 11.8% 40.1% 34.2%
Grant 124                  127                           4                                 2.9% 0.1 4.0% 27,346                1.3% 0.7%
Guadalupe 22                     23                             1                                 6.6% 0.1 4.0% 4,341                  0.2% 0.1%
Harding 6                       5                               (1)                               -20.2% 0.0 4.0% 655                      0.0% 0.0%
Hidalgo 20                     16                             (4)                               -18.0% -0.1 4.0% 4,240                  0.2% 0.1%
Lea 1,647               1,800                       152                            9.2% 6.9 4.6% 69,611                3.3% 9.9% 57.0% 33.4%
Lincoln 150                  168                           18                               12.3% 0.7 4.0% 19,556                0.9% 0.9%
Los Alamos 413                  545                           132                            31.9% 5.1 3.9% 19,101                0.9% 3.0%
Luna 99                     79                             (20)                             -19.8% -0.8 4.0% 23,963                1.1% 0.4%
Mckinley 269                  301                           32                               12.1% 1.3 4.0% 72,290                3.4% 1.7%
Mora 10                     11                             2                                 16.5% 0.1 4.0% 4,506                  0.2% 0.1%
Otero 242                  252                           10                               4.2% 0.4 4.0% 66,781                3.2% 1.4%
Quay 47                     36                             (11)                             -23.8% -0.4 4.0% 8,253                  0.4% 0.2%
Rio Arriba 105                  111                           6                                 5.4% 0.2 4.0% 39,006                1.9% 0.6% 0.4% 12.2%
Roosevelt 65                     144                           78                               119.9% 3.1 4.0% 18,743                0.9% 0.8% 0.1% 0.1%
San Juan 735                  798                           63                               8.5% 2.5 4.0% 125,043             6.0% 4.4% 1.3% 18.0%
San Miguel 90                     121                           31                               33.9% 1.2 4.0% 27,591                1.3% 0.7%
Sandoval 394                  446                           52                               13.3% 2.1 4.0% 145,179             6.9% 2.5% 0.6% 0.7%
Santa Fe 1,098               1,193                       96                               8.7% 3.8 4.0% 150,056             7.2% 6.6%
Sierra 47                     44                             (3)                               -7.3% -0.1 4.0% 10,968                0.5% 0.2%
Socorro 56                     54                             (1)                               -2.6% -0.1 4.0% 16,735                0.8% 0.3%
Taos 176                  194                           18                               10.1% 0.7 4.0% 32,835                1.6% 1.1%
Torrance 42                     58                             16                               38.9% 0.6 4.0% 15,591                0.7% 0.3%
Union 32                     35                             3                                 9.4% 0.1 4.0% 4,118                  0.2% 0.2%
Valencia 242                  244                           2                                 0.7% 0.1 4.0% 76,456                3.6% 1.3%
Out of State 2,000               2,659                       659                            32.9% 33.8 5.125% 14.6%

16,016            18,200                     2,183                         13.6% 98.1 4.2% 2,095,428          100.0% 100.0% 100% 100%
b-a (b-a)/a c*f

FY20 Q1
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Sources of Funds FY20 FY21 FY22 FY23 FY24 5-Year

General Obligation Bonds $198.9 $198.9 $198.9 $596.7

Senior STBs $442.1 $448.0 $435.6 $418.1 $411.7 $2,155.6
Severance Tax Bonds $335.7 $335.7 $335.7 $335.7 $335.7 $1,678.5
Severance Tax Notes $106.4 $112.3 $99.9 $82.4 $76.0 $477.1

Supplemental STBs $201.1 $193.4 $206.9 $216.5 $232.8 $1,050.7
Supplemental Severance Tax Bonds $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Supplemental Severance Tax Notes $201.1 $193.4 $206.9 $216.5 $232.8 $1,050.7

TOTAL Sources of Funds $842.2 $641.5 $841.4 $634.5 $843.4 $3,803.0

Uses of Funds FY20 FY21 FY22 FY23 FY24 5-Year

GOB Projects Approved by Referendum $198.9 $198.9 $198.9 $596.7

Authorized but Unissued STB Projects* $0.08 $0.00 $0.00 $0.00 $0.00 $0.08
Reassigned STB Projects** $0.22 $0.00 $0.00 $0.00 $0.00 $0.22
9% of Senior STB for Water Projects $39.79 $40.32 $39.20 $37.63 $37.06 $194.00
4.5% of Senior STB for Colonias Projects $19.90 $20.16 $19.60 $18.81 $18.53 $97.00
4.5% of Senior STB for Tribal Projects $19.90 $20.16 $19.60 $18.81 $18.53 $97.00

New Senior STB Statewide Capital Projects $362.3 $367.4 $357.2 $342.8 $337.6 $1,767.3

PSCOC Public School Capital $176.13 $168.43 $181.89 $216.46 $232.77 $975.68
PED Instructional Materials/Transportation $25.00 $25.00 $25.00 $0.00 $0.00 $75.00

TOTAL Uses of Funds $842.2 $641.5 $841.4 $634.5 $843.4 $3,803.0

FY20 FY21 FY22 FY23 FY24 5-Year
Severance Tax Permanent Fund Transfer $127.7 $77.6 $72.1 $95.8 $112.3 $485.6

Estimated Transfer to Severance Tax Permanent Fund

Sources and Uses of Bonding Capacity Available for Authorization
and Severance Tax Permanent Fund Transfer (in millions)

DECEMBER 2019 Estimate

*Includes projects authorized in Laws 2018 that have not yet met requirements for project funding.
**Includes projects that have remained inactive for a period of at least 18 months following bond issuance for which the proceeds 
have been reassigned to ready projects. 
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