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Some Changes For Our
Report This Month
• Normally we focus on examining the prior month’s revenues and what they
might mean for the future.
• With the dramatic change in the national and world economy in the past
thirty days, this month’s Moody Report will focus more on the enormous
changes that are upon us.
• The monthly General Revenues from March 2020 probably will not fully
reflect the massive changes to state revenue that will occur due to the
current economic downturn.
• The Department of Revenue, under Governor Parson’s directive, have
many of their employees working distantly, which might impact the
timeliness of depositing collections and the processing of refunds.
• So let us examine the big picture for Missouri for the next fifteen months,
not knowing exactly the depth and duration of the current economic
downturn, nor exactly how the Coronavirus Relief Fund will be allocated.

April 2020 Update
COVID-19
•

It is difficult to find positive things to say about the COVID-19 crisis and the
budget situation on April 1, 2020 in Missouri. Economic activity and normal
business have come to a virtual standstill. Many cities and counties have “stay
at home” orders, and streets have little traffic.

•

At this point, it seems like a best-case scenario would be some return to
normalcy in our lives in 60 to 90 days, which would be almost mid-summer. It
is likely that the important tourism industry for Missouri will lose virtually the
entire Summer 2020 season.

•

The lack of business activity and the shutdown of lodging facilities, restaurants,
sports events, and concerts will directly impact state and local governmental
revenues, due to lower sales taxes and income taxes being remitted.

•

For state governments, we believe that the current federal package of aid may be
inadequate. If the federal Medicaid increase of 6.2% is not
increased/extended, or if the Relief Fund is not expanded, Missouri’s fiscal
situation may deteriorate, given the impending decline in state revenues.

Coronavirus Relief Fund
•

Congress has passed a Coronavirus Relief Fund, which should help Missouri deal with
some of the economic downturn and the costs of treating virus patients. The exact rules
for this money are not certain at this time, as it is intended to not supplant currently
budgeted funds.

•

Federal Funds Information for States estimates that Missouri would receive $2.308 billion
from this fund, of which 45% could be allocated to local governments with more than
500,000 population.

•

Missouri has only two local governments that meet the 500,000-trigger population,
although we believe that all local governments will be asking for a significant portion of
this money in some manner.

•

We also do not know what amount of this funding will be required to support existing
hospital care, temporary hospitals’, and public safety expenditures. As we write, news
stories indicate the State is studying existing large arena type buildings as sites for
temporary hospitals.

•

Much of this funding will likely have to be allocated for the actual costs of dealing with the
COVID-19 virus outbreak. Without the General Assembly meeting in budget hearings to
discuss the allocation of this money, it is difficult to determine which fiscal voids this
funding might fill. The Governor has not yet laid out a plan.

Other Federal Financial
Assistance Approved Thus Far
•

The Congress acted quickly to help state governments with the economic downturn by
increasing the Federal Medical Assistance Percentage (FMAP) for Medicaid by 6.2%.

•

Medicaid FMAP is recalculated annually, but the normal Missouri match rate is
approximately 64% federal and 36% state. In this example, the rate would increase to
approximately 70.2%.

•

This action mimics actions from the Great Recession, when the FMAP was increased by
6.2%. There was an additional adjustment during the Great Recession based on the
State’s unemployment rate that pushed the FMAP increase to nearly 10% for many States.
Currently there is no unemployment trigger for the 2020 FMAP increase.

•

For calendar year 2020, the Center for Budget and Policy Priorities estimates that the 6.2%
increase in Medicaid FMAP will provide Missouri $690 million. For the period January 1,
2020 through June 30, 2021, the total new FMAP should equal about $1.035 billion.

•

We believe that $1.035 billion in increased FMAP federal funding in calendar 2020 and
though June 20, 2021 will be inadequate to solve Missouri’s fiscal shortfall during that
period. We are uncertain whether the Coronavirus Relief Fund will help to bridge the gap.

Potential Scenarios-Missouri Loss Of General Revenue
Due TO economic Downturn
Individual Income Tax
Base Revenues $6.66 Billion
FY 2019

Sales Tax
Base Revenues $2.198 Billion
FY 2019

% Reduction

Potential Loss of
Revenue

% Reduction

Potential Loss of
Revenue

5%

$333 M

5%

$110 M

10%

$666 M

10%

$220 M

15%

$999 M

15%

$330 M

20%

$1.332 B

20%

$440 M

25%

$1.665 B

25%

$550 M

The Next 15 Months—
Possible Fiscal Shortfall
• Utilizing the prior tables, we can construct scenarios regarding potential
revenue shortfalls from the current Governor’s estimates in the next 15
months, which are contained in the next three slides.
• We believe that there will be a significant shortfall from current estimates
for the current fiscal year (FY 2020) and an even larger shortfall in Fiscal
Year 2021.
• These scenarios do contain unrealistic assumptions, in our opinion. For
example, in our low estimate, a loss of $800 million in individual income
tax revenues in FY 21 would only be about a 12% reduction from that
source, while a $400 million reduction in sales tax revenues would be about
a 20% reduction from FY 2019 collections..
• The higher Moody View revenue loss scenario would assume the loss of
$1.3 billion in individual income tax revenue in FY 2021 (or about 19%
revenue loss), and $600 million in lost sales tax (or about a 27% drop).

FY 2020 and FY 2021
Estimated Fiscal Shortfall
Category

Individual Income
Tax

Sales Tax
Corporate Income
Tax

Total
Two Fiscal Year
Combined Shortall

FY 2020 Shortfall

FY 2021 Shortfall
(Moody
Low)

FY 2021 Shortfall
(Moody
High)

($400M)

($800M)

($1.3B)

($200M)

($400M)

($600M)

($40M)

($150M)

($200M)

($640M)

($1.25B)

($2.1B)

$1.86 B

$2.740 B

The Moody View—
Revenue Estimates For
FY 2020 and FY 2021
Governor’s Budget

Moody View--Low

FY 2020

$9.80 B

FY 2020

$9.16 B

FY 2021

$9.98 B

FY 2021

$8.55 B

Two Year Total $19.78 B

Two Year Total $17.71 B

With the Low Moody View, the two fiscal year shortfall would be $2.07
Billion below the Governor’s estimates . Moody has always assumed the
Governor’s revenue estimate was too high in FY 2020.

The Moody View—
Revenue Estimates For
FY 2020 and FY 2021
Governor’s Budget

Moody View--High

FY 2020

$9.80 B

FY 2020

$9.16 B

FY 2021

$9.98 B

FY 2021

$7.70 B

Two Year Total $19.78 B

Two Year Total $16.86 B

With the High Moody View, the two fiscal year shortfall would be $2.92
Billion below the Governor’s estimates. Moody has always assumed the
Governor’s revenue estimate was too high in FY 2020.

Stay AT Home Orders
• The ability to do normal things like going out for dinner is
being curtailed by “stay at home” orders in many cities and
counties.
• These orders will require Missouri citizens to primarily fix their
own meals at home.
• The General Revenue Fund has as its second largest source a
3% state sales tax. Since the late 1990’s, “food purchased for
home consumption” is not subject to the 3% General Fund sales
tax.
• This “stay at home” activity will cause a loss of sales tax
revenue for General Revenue from the operation of restaurants.
That lost revenue will not be replaced by increased grocery
purchases for home consumption. The food purchases for home
consumption are generally not subject to the 3% sales tax.

Impacts On Local
Governments
•

City and County local governments are primarily funded by two sources: local sales
taxes and personal and real property taxes.

•

Businesses that have been forced to close, or that can only conduct business on a
limited basis, are not going to generate the level of sales tax that normally
functioning businesses would. Local governments will thus see shortfalls in their
sales tax revenues.

•

Businesses that are closed or only able to operate on a limited basis will not believe
that the assess valuation of their property is correct. We believe there will be
massive appeals of assessed valuations for 2020.

•

The current enhanced federal funding for local governments is authorized only for
locales with a population of over 500,000. As noted earlier, Missouri only has two
local government with a population of over 500,000 (Jackson County and St. Louis
County).

•

Congress will either pass legislation that assists the local governments with
populations lower than 500,000 citizens, or there will be tremendous pressure to fill
the void from the Coronavirus Relief Fund, which will have great demands on it.

The Moody View
•

Your author has witnessed the recessions of the early 1980’s, the early 1990’s,
the early 2000’s and the Great Recession.

•

The current recession is unlike anything we have previously seen, with the
cessation of many normal business activities that generate state and local tax
revenues. These businesses also employ many Missourians who pay the
individual income tax to Missouri, but these citizens are now unemployed.

•

Missouri has limited fiscal tools with which to address this national fiscal
crisis. Missouri cannot solve the COVID-19 pandemic’s impact on individual
income tax and sales tax revenues.

•

The federal aid that the United States Congress has passed thus far will be able
to address some of Missouri’s upcoming fiscal shortfall, dependent upon how
the local government issue is handled. The holes in the State General Revenue
fund cannot be filled with the limited available state resources.

•

Missouri government may need the Congress to step up with more, increased
fiscal relief. We think the tool to do that is an even higher FMAP level
retroactive to January 1, 2020.

