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Prior to the legislative session, the Comptroller issues a Biennial Revenue Estimate (BRE) to
tell lawmakers how much they can spend over the next two years. After the legislative
session, the Comptroller issues a Certification Revenue Estimate (CRE) to reflect legislative
activity and the most current economic information, as well as to take into account final
revenue numbers for the recently ended fiscal year. The CRE may be updated as warranted
by economic circumstances.
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Tax revenues plunged — some by record levels — as

businesses were closed and social distancing was used to try
to stop the spread of COVID-19. Travel and entertainment
spending plummeted, hitting hotel occupancy and alcoholic
7777777777777777777777777777777 beverage taxes particularly hard. Oil and gas tax revenues

0% | took a nosedive in the wake of collapsing world demand and
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20%
0%
0 Sales Taxes
- Motor Vehicle Sales and Rental Taxes
=209
20% Motor Fuel Taxes
-40%
~ Alcoholic Beverages Taxes
-60% Hotel Occupancy Tax
-80% .
Natural Gas Production Tax
June .
Source: Texas Comptroller of Public Accounts
MARCH 6 MARCH 11 MARCH 13 MARCH 22 MARCH 23-24 MARCH 31 APRIL 28 JUNE 25-26
South by Houston Gov. Abbott Comptroller Hegar Several major Gov. Abbott Gov. Abbott Gov. Abbott
Southwest is Livestock Show declares a state warns Texas leadership, cities and issues executive reopens pauses
canceled. and Rodeo shut of disaster for all  legislators that counties in Texas  order limiting restaurants, reopening, takes
down. counties in significant contraction begin issuing social interaction retailers and action including
Texas. in the economy signals stay-at-home to “essential other businesses  reclosing of bars.
a recession. orders. services.” with restrictions.

Glenn Hegar Texas Comptroller of Public Accounts




GERTIFICATION REVENUE ESTIMATE

To get a sense of current economic activity
during the pandemic, the Comptroller began

tracking high frequency indicators. None

provide a complete picture individually,
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Travelers passing through U.S. Transportation Security Administration
checkpoints (throughput) totaled 2.28 million on March 1. On April 14, that fell
below 90,000. Despite a May increase, the number of checked travelers in
July was at one-fourth of 2019 levels.
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Texas and U.S. employment fell much more quickly in the current downturn

than in previous recessions. In the coming months, some economic indicators

will establish new records for growth. Those records, however, will be made

possible by unprecedented declines earlier this year, and the rebound will

leave many measures of economic health below their pre-pandemic levels.
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HIGH FREQUENCY INDICATORS

but viewed with other sources, they allow
more timely analysis. Traditional economic
data, such as revenue collections, may lag the
activity they are tracking by a month or more.

July 2020

Taken together, the data tend to show that
in April, economic activity bottomed and
began to improve. Economic activity still
remains well below pre-pandemic levels.
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Data from Open Table, a service handling many restaurant reservations,
reported the year-over-year (YoY) decline in Texas reached 100
percent by March 21. That held until May 1, when the YoY drop was 85
percent. Reservations increased until mid-June, spiked on Father’s Day,
then turned back down.
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Weekly claims for unemployment insurance in the U.S. and Texas
smashed all previous records in March. Despite falling from those new
record levels, they remain well above historic averages.
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Every revenue forecast is

clouded by uncertainty, but the

current economic environment COVID-19 Positive Test Rate Texas Statewide Hospitalizations
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Note: The Texas Comptroller of Public Accounts would like to thank the New Jersey
State Treasurer’s Office of Revenue and Economic Analysis for providing sources for
many of the estimates in this Exhibit, which is similar to a chart in its May 2020 -30%
Report on the Financial Condition of the State Budget for the Years 2020 and 2021.
(https://www.nj.gov/treasury/omb/publications/NJ-Financial-Condition.pdf) -40%

* Real GDP is an inflation-adjusted measure for gross domestic product.
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West Texas Intermediate (WTI) Crude Oil Price

Adding to the uncertainty associated with

COVID-19 was a sudden drop in oil prices, leading

and NYMEX Futures Price o : .
to contraction in the energy industry, an important
$100 component of the Texas economy.
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the five trading days ending February 6, 2020. Intervals not calculated
for months with sparse trading in near-the-money options contracts.
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