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HE REGION’S ECONOMY continues to grow at a very

healthy rate. Strong growth in services and construc-

tion has countered less robust manufacturing activity

and weakening energy-related activity. This growth

has kept labor market conditions tight and unem-

ployment rates low. Construction labor, in particular,

remains in short supply, but this may change in coming
months with slower growth in commercial construction.

During the last part of 1998, a pullback in lending for spec-

ulative building caused a drop in Texas construction contract

values. However, with many buildings under construction,

real estate contacts expect completions of new office build-

ings to outpace leasing in the coming year, pushing occu-

pancy rates down about 1 to 3 percentage points. Some office

reported this year in Dallas and Houston. Free apartment rent
of one or two months is also becoming quite common in
some areas as a means of attracting new renters, but this has
not yet caused a slowdown in apartment construction.

Low oil and natural gas prices continue to take their toll on
the energy industry. Unseasonably warm weather and high in-
ventories have pushed natural gas prices about 20 percent
lower than last year’s levels. Oil prices, which had reached
highs above $25 per barrel in 1997, are now at about $12 per
barrel, which is below the cost of drilling for many Texas pro-
ducers. Slower drilling activity has reduced the number of
Texas oil rigs by half over the past year. Texas oil and gas ex-
traction jobs have declined 5 percent over the past 12 months
as energy firms continue to lay off workers.

rent concessions of up to four free months have already been —Sheila Dolmas

TEXAS INDUSTRIAL PRODUCTION INDEX
Index, January 1996 = 100

TOTAL NONFARM EMPLOYMENT
Index, January 1996 = 100

112 Toxas 112
110 110 7 Manufacturing
108 United States 108
54 Louisiana 106 Total

New Mexico 104 —
104 102 4
102 100 -
100 98 I\U/Iirlﬂng

tilities
9 T T T 1 96 T T T 1
1996 1997 1998 1999 1996 1997 1998 1999

TEXAS R1G COUNT AND WEST TEXAS INTERMEDIATE CRUDE OIL PRICES TEXAS RESIDENTIAL AND NONRESIDENTIAL CONTRACT VALUES

Units Dollars per barrel Index, January 1996 = 100
400 - 28 150
- 26 Residential
350 Rig count L o4 140
<«
200 - 22 130
20 120 Nonresidential
950 - Oil price 18
- - 16 110
200 14 100 4
- 12
150 T T T 10 90 T T T 1
1996 1997 1998 1999 1996 1997 1998 1999
REGIONAL ECONOMIC INDICATORS FURTHER INFORMATION
Texas employment* Total nonfarm employment* ON THE DATA
Texas Private
Leading TIPI** Construc- Manufac- Govern- service- New ) )
Index total Mining tion turing ment  producing  Texas Louisiana  Mexico For more information on employment
1/99 — 126.9 161.1 511.9 1,104.5 15373 57577 90725 18993 7286 data, see ‘Reassessing Texas Employment
12/98 120.7 127.5 162.2 507.1 1,103.9 1,527.2 5,738.8 9,039.2 1,903.5 724.4 Growth” (Southwest Economy, July/August
11/98 120.1 1285 162.6 505.8 1,103.8 1,525.7 5,723.4 9,021.3 1,899.6 724.1 1993). For TIPI, see “The Texas Industrial
10/98 122.0 128.6 164.2 503.4 1,105.4 1,521.5 5,705.8 9,000.3 1,895.3 7227 Production Index” (Dallas Fed E )
9/98 119.9 129.1 165.5 500.4 11060 15184 56931 89834 18957 7211 roduction Index (Lallas red Economic
8/98 120.6 129.7 166.7 500.5 1,106.2 1,511.8 5,678.5 8,963.7 1,894.2 721.4 Review, November 1989). For the Texas
7/98 123.1 129.9 167.4 497.4 1,103.8 1,502.5 5,661.1 8,932.2 1,895.7 721.2 Leading Index and its components, see
6/98 123.4 129.7 168.1 493.4 1,108.0 1,499.6 5,650.2 8,919.3 1,891.8 720.8 “The Texas Index of Leading Indicators:
5/98 124.6 130.0 168.5 491.9 1,107.3 1,501.4 5,633.4 8,902.5 1,892.2 720.2 A Revisi d Further Evaluation” (Dall
4/98 124.6 1286 168.5 490.4 1,107.3 14971 56191 88824 18920 7218 evision and Further Evaluation” (Dallas
3/98 124.4 129.1 170.1 484.4 1,107.1 1,498.8 5,601.2 8,861.6 1,880.4 719.7 Fed Economic Review, July 1990).
2/98 124.9 128.9 170.6 483.0 1,105.3 1,497.3 5,582.9 8,839.1 1,879.0 718.1 Online economic data and articles are

available on the Dallas Fed’s Internet web
site, www.dallasfed.org.

*in thousands
** Texas Industrial Production Index
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