he state’s economic recovery remains on track as em-

ployment continues to post gains. While the unem-

ployment rate increased and the Texas Leading Index
weakened, these indicators don’t cast doubt on the state’s con-
tinuing recovery.

Since the beginning of the year, Texas’ labor market has
added 21,500 jobs. Driving these gains is the trade, transporta-
tion and utilities sector, which alone contributed 11,300 jobs.
The information sector appears to have finally turned the cor-
ner; it experienced no job losses in January and February and
grew 2 percent in March.

The Texas Coincident Index has remained in positive ter-
ritory since October 2003 and has picked up pace, growing 2.2
percent in March. Because the index is constructed using pay-
roll employment, gross state product and the unemployment

Texas Coincident Index
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*Month-over-month, seasonally adjusted, annualized rate.

NOTE: Shaded areas indicate recession.
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Regional Economic Indicators

TEXAS EMPLOYMENT*

Texas
Leading Index TIPIT total Mining  Construction Manufacturing  Government
3/04 1171 127.2 146.2 550.3 884.3 1,650.5
2/04 17.2 127.6 1457 550.2 885.4 1,647.6
1/04 117.2 127.6 1445 551.0 886.1 1,647.0
12/03 118.0 127.2 1448 548.3 887.5 1,645.0
11/03 117.0 127.2 1447 546.8 889.0 1,644.0
10/03 116.1 127.8 145.0 545.4 890.3 1,643.0
9/03 114.8 127.8 145.4 548.0 891.8 1,640.9
8/03 114.5 127.4 1453 5471 893.3 1,648.2
7/03 114.8 127.5 145.1 548.5 895.7 1,651.0
6/03 113.8 127.2 144.4 549.9 899.2 1,655.7
5/03 1141 1276 1446 552.2 903.7 1,650.7
4/03 1127 127.5 144.3 552.5 908.2 1,650.4

*In thousands. T Texas Industrial Production Index
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rate, it provides an overall assessment of how the Texas econ-
omy is faring. The direction and momentum of the index
strongly suggest the region’s economy is improving.

Although the Texas unemployment rate increased in
March from 6.1 percent to 6.2 percent, it is overshadowed by
more encouraging evidence in initial unemployment claims,
which declined by 24.3 percent.

Improvements in new unemployment claims and the help
wanted index also lessen concern about the downswing in
average weekly hours, which is mainly responsible for the
recent weakening of the leading index. Given that losses in the
leading index are not broad based, the weakening does not
pose a serious threat to an ongoing recovery.

—Priscilla Caputo

Texas Industry Employment
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*Month-over-month, seasonally adjusted, annualized rate, through March 2004.

Net Contributions of Components to Change in Leading Index
January-March 2004

Net change in leading index
-14 Texas value of the dollar
U.S. leading index

Real oil price

Well permits

New unemployment claims
-.03

Help-wanted index
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Percent

For more information on
employment data, see “Reassessing
Texas Employment Growth” (Southwest

TOTAL NONFARM EMPLOYMENT*

Private New

service-producing Texas  Louisiana  Mexico Economy, July/August 1993). For TIPI,
6,157.9 9,390.8 1,909.2 784.9 see “The Texas Industrial Production
6,151.7 93822  1909.7 782.2 » i~ Povi
61430 03734 10105 a0 Index” (Dallas Fed Economic Hewew,l
6,141.8 9,369.3 1,900.7 782 4 November 1989). For the Texas Leading
6,135.6 9,361.9 19047 779.8 Index and its components, see “The
6,127.6 93530 19059 778.1 Texas Index of Leading Indicators:
6,116.4 93444 19000 7763 €xas Index of Leading Indicalors:
6,113.2 9,349.0 1,894.7 776.7 A Revision and Further Evaluation”
6,111.0 93532 18943 7757 - Poui
61082 03505 19037 730 (Dallas Feq Ecanorn/c‘Hewem July
6,120.2 9,3735 1,905.5 7732 1990). Online economic data and
6,124.3 93817 19042 7727 articles are available on the Dallas Fed's

Internet web site, www.dallasfed.org.




