HE TEXAS ECONOMY grew strongly in the third quar-
ter, with employment increasing at a 3.4 percent annu-
alized rate after rising at a 1.6 percent annual rate in
the first half. A strong service-producing sector, a sta-
ble energy industry and steady growth in the construc-
tion sector have all boosted the regional economy.
Employment in service-producing industries increased at
an annualized 4.6 percent rate in September. The distribution,
business services and FIRE (finance, insurance and real estate)
sectors showed especially robust growth. The strong national
economy continues to fuel the distribution sector. Employ-
ment growth in temporary worker services (a subsector of
business services) was very high, with demand coming mainly
from the high-tech and energy industries.
Higher oil prices have helped lift the energy industry out of
the doldrums. The oil and gas extraction industry gained jobs
in September for the third month in a row. The rig count,
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which has been on the upswing for the past six months, in-
creased by another 12 rigs in October. While producers are
more active, they are unwilling to undertake expensive or
risky projects. The increased drilling remains shallow, vertical
and land-based.

Employment growth in the construction sector is steady,
but construction contract values have flattened, cooling from
very high levels. Falling residential and nonresidential con-
tract values are bringing the total down, while nonbuilding
construction (roads) is providing the strength needed to keep
statewide construction on an even keel. Construction em-
ployment grew at a 5.3 percent annualized rate in the third
quarter but only 3.7 percent in September, possibly signaling
a slowing of growth but also reflecting a continuing tight
labor market.
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Regional Economic Indicators Further Information
Texas employment* Total nonfarm employment* on the Data
Texas Private
Leading TIPIT Construc- Manufac- Govern- service- New . .
Index total Mining tion turing ment producing Texas Louisiana  Mexico For more information on employment
9/99 125.0 127.4 145.9 533.4 1,094.2 1,545.6 5,909.3 9,2284  1,909.5 730.4 data, see “Reassessing Texas Employment
8/99 124.9 126.8 145.7 531.8 1,095.2 1,537.9 5,889.4 9,200.0 1,906.7 730.7 Growth” (Southwest Economy, July/August
7199 125.3 126.4 145.1 529.0 1,095.8 1,524.4 5,873.2 9,167.5 1,906.7 730.2 1993). For TIPI, see “The Texas Industrial
6/99 124.2 125.2 144.9 526.5 1,093.6 1,524.4 5,862.1 9,151.5 1,909.2 729.8 Production | d’ » (Dallas Fed E )
5/99 123.3 125.9 145.6 525.7 10934 15247 58374 91268 19052 7300 roduction Index” (Dallas Fed Economic
4199 123.7 1255 147.3 527.2 1,094.4 1,522.8 5,819.9 9,111.6 1,905.1 7315 Review, November 1989). For the Texas
3/99 121.9 126.5 150.4 522.7 1,096.1 1,522.7 5,804.6 9,096.5 1,896.9 730.0 Leading Index and its components, see
2/99 121.8 127.2 151.9 521.0 1,097.0 1,520.8 5,783.2 9,073.9 1,897.8 727.6 “The Texas Index of Leading Indicators:
1/99 122.0 127.2 153.8 517.6 1,098.4 1,521.2 5,763.5 9,054.5 1,897.6 729.0 A Revisi d Further Evaluation” (Dall
12/98 1213 1276 159.2 514.5 1,069 15188 57786 90780 19035 7244 evision and Further Evaluation” (Dallas
11/98 120.7 128.3 160.0 508.6 1,106.2 1,510.6 5,748.0 9,033.4 1,899.6 724.1 Fed Economic Review, July 1990).
10/98 122.3 128.6 162.0 506.4 1,109.2 1,506.6 5,726.5 9,010.7 1,895.3 722.7 Online economic data and articles are

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

* in thousands
t Texas Industrial Production Index
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