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The 2026 Macroeconomic Outlook
Continued slow weakening and an uncertain road ahead

National Economic Conditions State of New Mexico
* U.S. real GDP growth projected around ~1.9% in * FY27 begins from a position of fiscal strength, but
2026 _ growth is normalizing
Ecr’]';‘zcrigfnrtay”ge: 1.2%-2.5%, reflecting elevated « State signals a shift from rapid expansion to
* Inflation remains above target CP| averaging sustainability-focused budgeting
~2.9% in 2025, easing only modestly in 2026
* Unemployment expected to rise slightly to Santa Fe Revenue Outlook

~4.5% in 2026, then stabilize  GRT collections stabilizing, with headwinds from:

Monetary Policy Environment « Consumer spending shifting toward necessities

* Federal Reserve expected to remain cautiously * Slower job and wage growth
accommodative * Property Tax: steady, moderate growth expected

e Gradual rate reductions anticipated from * Lodgers’ Tax: more muted growth as post-COVID
current 3.50%-3.75% range RevPAR and ADR gains fade

e Median forecasts point to ~3.0%—-3.25% by late
2026 ('} Key Takeaway for FY27 N

* Policy stance likely supportive of steady 2026 characterized by low-to-moderate growth, mixed inflation
investment, but insufficient to drive a broad- projections, and stable but challenging labor markets. Forecast
based economic boom uncertainty remains elevated. Recession risk by late FY27 cannot be

\ruled out. )




Hanging by a Fed

Under Pressure, the Federal Reserve Continues its Balancing Act

Target Rate Probabilities for 27 Jan 2027 Fed Meeting

The economy is stuck in a high GDP
growth, low job growth area
e Stronger-than-expected GDP
growth has reduced the Fed’s
need to cut rates to stimulate
the economy
e At the same time, tariff-related
inflation risks and sustained
growth are reinforcing higher
discount rates

The Federal Reserve—and Chair
Jerome Powell—are facing significant
political pressure that threatens
institutional independence
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THE IMPACT OF GOVERNMENT EFFECTIVENESS ON INFLATION
CONTROLLING FOR CENTRAL BANK INDEPENDENCE, 2000-2023
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Sources: World Bank World Development Indicators and Worldwide Governance Indicators
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Note: Inflation is scaled on the y-axis by an inverse hyperbolic sine function.



When Spending makes Cents

Consumer Spending drives both the Economy and GRT

Expected spending per category over the next 3 months,
compared with usual,’ % of respondents

Essentials

Fresh produce

Baby supplies

Meat and dairy
Center-store/shelf-stable groceries
Gasoline

Pet food and supplies

Nonalcoholic beverages

Semidiscretionary
Household supplies

Personal-care products

Vitamins, supplements, and
over-the-counter medicine

Fitness and wellness services
Toys
Vehicles

Beauty products?
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Expected spending per category over the next 3 months,
compared with usual,’ % of respondents

Discretionary

Less

Pet care services s

Cruises [geie)

International flights
Entertainment at home
Personal-care services

Alcoholic beverages [2e]

Same

61
39
44

Sports/outdoor equipment and supplies

Meals at sit-down restaurants [

Domestic flights

Short-term apartment or house rentals

Lrd
[

Home improvement/gardening supplies

Food delivery from an app
Entertainment away from home
Meals at quick-service restaurants

Footwear [ElS]

Apparel

Electronics for home or personal use [Rsil

Hotel/resort stays

Furniture
Jewelry

Decorations and products for home

Accessories

34
43
40

More
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26
13
12
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18
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US Job Growth

US Job Growth Has Decelerated Significantly Over the Last Two Years
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When Work isn’t Working

The job market continues to slowly weaken

College-Educated Job Loss Rises
White-collar slowdown hits four-year degrees

Share of US unemployed with four-year degrees
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US Blue Collar Employment Year-on-Year Change in US Manufacturing Employment

US Blue Collar Jobs are Down More than 100k From Their Early-2025 Peaks America Has Lost Nearly 100k Manufacturing Jobs Over the Last Year
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Change in Manufacturing Jobs, Sep 2024 to Sep 2025
Year-on-Year Change in Autoworker Jobs

H
Employment Has Fallen in the Motor Vehicle Industry Over the Last Year g — =

£ B Vehicle Final Assembly
= -1 1%
5 4L Bodies & Trailers
g Engines & Related Parts
3 B Electrical & Electronic Components
2 Transmission & Power Train
= 2
5 Metal Stamping o
S 50k [l Steering & Suspension Components ] SOA’
S Y == Total Motor Vehicle Manufacturing Job Growth 5%
E 0%
2%
2 0,
Ok - -5%
-%ﬂ-_é!
| / B !
- D
20k 2022 2023 2024 2025
Graph created by @JosephPolitano using BLS datz

Graph hPolitano using BLS data



When in Home
Real Estate faces numerous challenges

re:venture  Mortgage Rate Breakdown by % - Existing Mortgage Holders 2013-2025

Number of unsold completed homes for sale Source: Fannie Mae Mortgage Database, as of Q3 2025
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In a Manor of Speaking
Home prices have levelled off in NM, but not as much in growth areas

rsa::i Metro area housing market MoM

< Santa Fe - Albuquerque o NM -o-Los Alamos 29  Austin-Round Rock-Georgetown, TX -1.0%

$616 237  Punta Gorda, FL -1.2%

78 Cape Coral-Fort Myers, FL -0.7%

73 North Port-Sarasota-Bradenton, FL -0.5%

47 New Orleans-Metairie, LA -0.2%

$437 12 San Francisco-Oakland-Berkeley, CA 0.1%

221 Houma-Thibodaux, LA =155

213 Lake Charles, LA -0.4%

147 Naples-Marco Island, FL -0.2%

$287 11 Phoenix-Mesa-Chandler, AZ -0.2%

156 Boulder, CO -0.1%

24 San Antonio-New Braunfels, TX -0.6%

79 Boise City, ID -0.1%

£137 19 Denver-Aurora-Lakewood, CO -0.5%
2018-06 2019-04 2020-02 2020-12 2021-10 2022-08 2023-06 2024-04 2025-02 2025-12 90 Deltona-Daytona Beach-Ormond Beach, FL ~ -0.5% -5.6% -8.9%
4 Dallas-Fort Worth-Arlington, TX -0.7% -4.0% -8.9%

18 Tampa-St. Petersburg-Clearwater, FL -0.4% -6.1% -8.7%



Suite Serenity
After years of impressive growth, Lodger’s Tax should continue to
level off

@ ECONOMICS ':: STR 9:: CoStar
U.S. Hotel Forecast o
YoY — year over year (% change)

15000000
2024 Actual 2025 Forecast 2026 Forecast
Supply (YoY) +0.5% +0.8% +0.8% 10000000
Demand (YoY) +0.5% +0.5% +1.1%
Occupancy 63.0% 62.8% 63.0% 5000000
ADR (YoY) +1.8% +1.3% +1.3%
RevPAR (YoY) +1.9% +1.0% +1.5% 0
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Lease said, Soonest Mended
Santa Fe rents are stable but location-dependent

Property Type Bedrooms Average Median
Apartment Studio $1,216 $1,150
Apartment 1 Bedroom $1,675 $1,650
Apartment 2 Bedroom $1,990 $1,950
Apartment 3 Bedroom $2,368 $2,250
Apartment 4+ Bedroom $2,475 $2,342

House Studio $1,295 $1,150
House 1 Bedroom $2,062 $1,947
House 2 Bedroom $2,866 $2,600
House 3 Bedroom $3,531 $3,200
Above: Rental Heat Map (Rentometer) House 4+ Bedroom $5,088 $3,600

At right: Short-term rentals in Santa Fe (Avg./Median)



2026 Macro Summary

Santa Fe Revenue Outlook

* Revenue growth is moderating but remains positive. Gross Receipts Tax, Lodgers’
Tax, and Property Tax revenues are projected to grow steadily through FY32, though
at a slower and more normalized pace than the post-pandemic surge.

* The economic environment favors stability over acceleration. High GDP growth with
subdued job growth suggests limited upside from cyclical expansion, reinforcing the
need for conservative forecasting and disciplined budgeting.

* Inflation risks and interest-rate uncertainty persist. While inflation pressures are
slowly easing, tariff risks and geopolitical uncertainty support a higher-for-longer rate
environment, constraining borrowing flexibility.

* Santa Fe’s revenue base remains resilient. Tourism, property values, and the City’s
role as a regional economic hub continue to provide diversified and reliable revenue
streams.

* Prudent fiscal management is essential. The City is well-positioned, but maintaining
structural balance will require careful expenditure planning, ongoing monitoring of
GRT trends, and strategic investments alighed with long-term sustainability.
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