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Houston Business Cycle

50 Houston Business-Cycle Index* According to the business-cycle index produced by the Federal Re-
s serve Bank of Dallas, economic activity in the Houston metropoli-
270 tan area grew at an annualized rate of 2.4 percent in August. This
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Jan-2007 Jan-2008 Jan-2009 Jan-2010 Jan-2011 robust growth by most aggregate metrics. The outlook for Houston
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Manufacturing

The purchasing managers index (PMI) for Houston grew to 61.3 in Purchasing Managers Index*

. . . Inde
August. The reading for the U.S. improved to 51.6 in September | 5 X
after retreating slightly in August. Manufacturing employment has | 60 -
averaged 7 percent annualized monthly growth this year, and inter- 23 i
mediate products have been a significant component of recent im- | ;.
port growth in the Houston—Galveston Customs District. The | 40 \ y ——VUs5.516
Houston PMI has a strong posit.ive correlgtion to month— and quar- | 35 —— Houston 61.3
ter-ahead employment growth in the region. Nationally, manufac- | 3° ' '
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turing capacity utilization has returned to a rate near, but below, its | ;2 .. _
cores above 50 indicate economic growth.
long_run average. SOURCE: Institute for Supply Management.
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Upstream
The average daily price of West Texas Intermediate in Sep- |Number U.S. Rotary Rig Count

tember was nearly $85.61, and in August the Henry Hub | 2,500
average spot price of natural gas was $3.89. The August
average weekly U.S. rig count was 1,978. Growth in oil-
directed rigs has cooled down the last few months along
with the price of oil, while gas-directed activity has been | 1,500
ramping up. Natural gas (methane) supplies from shale
plays continue to grow in spite of low prices—a conse- | 1,000
quence of firms extracting the comparatively valuable gas
liquids ethane, propane, butane and pentane for down- | 300
stream industries like plastics and fuel-blending elements.
Oil and gas producers and oil and gas services continue to 0
be strong sources of employment growth in the Houston Jan-2007  Jan-2008  Jan-2009  Jan-2010  Jan-2011
metropolitan area. SOURCE: Baker Hughes
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Downstream

The margins of refiners and petrochemical companies con- |\, es Gulf Coast Downstream Margins
tinue to be strong due in part to a series of unplanned out- | 60
ages and resilient global demand. Gasoline and diesel | 5q

Ethylene cash margins*

prices in September averaged $3.67 and $3.84, respec- 20 = Pace refining margins: Gulf Coast**
tively. U.S. consumption of gasoline declined, due in part A
to seasonal influences. The last three weeks saw a new high | 30

in U.S. finished petroleum product exports of 2,479 thou- | 50 -
sand barrels per day. The Gulf pipeline-delivered spot price
index for ethylene, a main precursor for petrochemical
products, fell $13.40 to close September at $50. The | © ' ' ' ' ' ' ' ' '
“chemicals” industrial capacity utilization rate continues to | Jan-2007  Jan-2008  Jan-2009  Jan-2010  Jan-2011

. . *Based on ethane feedstock (cents/Ibs). **Based on West Texas Sour - RFG ($/barrel).
oscillate near its long-run average. SQURCE: Oil and Gas Journal
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Real Estate

The three-period-average growth rate of seasonally ori Home Sales and Median Home Price* Sal
adjusted monthly existing-home sales climbed to 4.5 198¢ ales
percent in August; year-to-date growth in sales through | 156 L 6
August was 1 percent. New single-family home sales, | 154 - A ,
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housing starts and new private housing permits have yet to | 15, | ~~ 1T
convincingly show a positive growth trend on a seasonally | ;5 \ L/ r 4
adjusted basis. Uncertainty in the single-family home | ,,q \V U B
market, as well as financing issues and an influx of job |, . )
seekers to Houston, may be contributing to increased | ,,, == Median price =——s5ales L1
activity in multifamily construction and persistently high | : . . . . . 0
multifamily occupancy rates. The supply of housing
. . Jun-09 Oct-09 Feb-10 Jun-10 Oct-10 Feb-11 Jun-11
inventory fell to 6.9 months in Houston. On the whole, the | , Seasonally adjusted. Units are in thousands,
real estate industry remains a drag on the economy. Source: Houston Association of Realtors.

Forecasts: U.S. forecasts revised down for 2011. Emerging economies continue to outperform the U.S. and Europe.

e  The Federal Reserve Bank of Dallas currently forecasts employment growth in Texas to be between 2 and 3 percent for 2011.

e  Expectations are for GDP growth to be slower than forecasts released by the Federal Reserve Board in June. Those numbers placed growth for 2011 between 2.6
and 2.9 percent and growth for 2012 between 3.3 and 3.7 percent.

. September Blue Chip Economic Consensus Forecasts of 2011 growth were 9.1 percent for China, 3.9 percent for Mexico, 3.8 percent for Brazil and 1.7 percent
for the euro zone.
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