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Federal Reserve Bank of Dallas Regional Economic Update 

The regional economy continues to expand at a rapid 
pace. Employment grew at a faster rate in the third 
quarter than in the second. The Texas Business Out-
look Surveys (TBOS) point to continued growth in the 
manufacturing and service sectors in October. De-
spite the recent decline in oil prices, activity in the 
energy sector remains vigorous. 

Employment Growth Strong 

Texas payroll employment increased 3.2 percent in 
September, down from August’s 4.1 percent growth. 
Overall, job growth accelerated to 3.9 percent in the 
third quarter, up from a downwardly revised 3.7 per-
cent rate in the second (Chart 1). Energy and con-
struction employment continued to lead growth in the 
third quarter, expanding 9.7 percent and 8.9 percent, 
respectively, despite both industries facing labor 
market tightness. Employment in professional and 
business services also rose a strong 4.4 percent, with 
job growth in staffing services accounting for nearly a 
third of the net gains in the sector in the third quar-
ter. 

Measures of labor market slack continued to decline 
in recent months. The Texas unemployment rate fell 
to 5.2 percent in September after ticking up to 5.3 in 
August. Initial claims for unemployment insurance in 
Texas dropped 9.6 percent in the third quarter—
nearly double the decline seen nationwide. 

Outlook Surveys Point to Continued Growth 

The TBOS headline indexes moderated in October, 
following a strong increase in September (Chart 2). 
The headline indexes for both the manufacturing and 
services surveys are above their postrecession-
average readings, indicating that strong business ac-
tivity has continued into the fourth quarter, although 
at a slower rate of growth than in September.  

Oil Prices Fall Sharply 

Oil prices have been volatile in recent weeks, with 

Regional Outlook Remains Upbeat 
October 31, 2014 

the price of West Texas Intermediate (WTI) crude fall-
ing from $94 per barrel in early September to $82 per 
barrel in mid-October (Chart 3). Persistently low oil 
prices could adversely affect new exploration and drill-
ing in the Texas shale plays. However, thus far there 
has been little change in the Texas rig count, which 
has held steady around 900 since mid-2014. 
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Chart 1
Texas Continues to Add Jobs at Rapid Pace
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Chart 2 
Survey Headline Indexes Point to Sustained Growth in October

*Seasonally adjusted.
NOTE: Shaded area represents Texas recession.
SOURCE: Federal Reserve Bank of Dallas Texas Manufacturing Outlook Survey (TMOS) and Texas 
Service Sector Outlook Survey (TSSOS).
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Housing Growth Moderate 

The Texas housing sector continues to see moderate 
growth, with home sales and tight inventories pushing 
up prices. Texas home price gains have decelerated 
this year, although year to date through September, 
prices have appreciated faster in Texas than in the 
U.S. (Table 1) 

0

20

40

60

80

100

120

140

160

0

100

200

300

400

500

600

700

800

900

1,000

1,100

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Chart 3
Oil Prices Continue to Fall; Rig Count Stable 

Texas rig countNatural gas price*

Oil price

*Natural gas price is multiplied by 10.
SOURCES: Wall Street Journal; Baker Hughes; Haver Analytics.
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Chart 4
Cattle Prices Up; Corn Prices Down in 2014

Texas cattle price

Texas corn price

NOTES: Texas cattle price is for 500- to 600-pound feeder steers. Texas corn price is the cash price for 
corn in the Texas High Plains. Last data point is Oct. 10, 2014.
SOURCE: USDA Agricultural Marketing Service.
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Table 1: Home Price Appreciation Slows in 2014 

Texas Agricultural Exports and Income  
Expected to Rise  

The Texas agricultural sector is having a great year. 
Livestock production in particular has been a bright 
spot. High cattle prices combined with falling corn 
prices have boosted profitability for cattle producers 
(Chart 4). Easing drought conditions in recent 
months and a 50 percent increase in the state’s ex-
pected cotton production over last year have also 
contributed to robust agricultural production. As a 
result, industries tied to Texas agriculture are likely 
to contribute positively to state GDP growth this 
year, while Texas agricultural exports could see a 
boost early next year. 

Price and Wage Pressures Remain Elevated 

According to the TBOS price indexes, price pressures 
eased somewhat in September and October. The only 
exception was the Texas Manufacturing Outlook Sur-
vey (TMOS) finished goods price index, which re-
mained at levels above the postrecession average. 

Wage growth in Texas continues to outpace the U.S. 
Payroll survey data suggest that year to date through 
September, growth in Texas private hourly earnings 
was more than double that of the U.S. at 2.6 percent 
versus 1.1 percent. The TMOS and TSSOS wages and 
benefits indexes also indicate persistent wage pres-
sure, although upward pressures eased slightly in the 
October TMOS survey after reaching a postrecession 
high in September.    

Employment Outlook Positive for Rest of Year 

The Texas Leading Index fell by 1.1 percent in Au-
gust, following a sharp 1.8 percent increase in July 
that was driven largely by a drop in unemployment 
claims. However, with continued strength in hiring, 
the forecast for job growth remains at 3.6 percent for 
2014 (Chart 5). 
 

*Dallas is used to approximate Texas for the S&P/Case Shiller Index.  
*FHFA Index data are quarterly. 
SOURCES: Multiple Listing Service; Standard and Poor’s; Federal Housing Finance Agency. 
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Falling oil prices and persistent labor shortages pose 
potential headwinds for future expansion. However, 
most indicators of economic activity point toward sus-
tained growth for the rest of the year and into 2015. 

—Christopher Slijk and Emily Kerr 

………................................................................. 

About the Authors 

Slijk is a research assistant and Kerr is a business 
economist in the Research Department at the Federal 
Reserve Bank of Dallas. 
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Chart 5
2014 Job Growth Forecast Remains at 3.6 Percent Despite Decline in Leading Index

NOTES: Shaded areas represent Texas recessions. Latest value for Texas Leading Index is August 2014.
SOURCES: Bureau of Labor Statistics; Federal Reserve Bank of Dallas; Texas Workforce Commission.
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