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Houston Business Cycle

Houston Business-Cycle Index* Economic activity in the Houston metropolitan area, as measured

320 by the Federal Reserve Bank of Dallas business-cycle index, grew
300 = at an annualized rate of 5.47 percent in August, and July growth
/ was revised up significantly from 1.5 percent to 4 percent.

280
260 '/\ / Houston’s connection to the global economy does pose some risks

as expected slowdowns materialize around the world, but trends in
hydrocarbon industries and real estate continue to drive a diversity
of economic activity in the region. Thus, the outlook for Houston
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percent jump, adding 3,100 jobs. Con-
versely, manufacturing reported the
largest decline in both percentage and
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Manufacturing
Annualized manufacturing employment growth has faltered the [, o« ISM Purchasing Managers Index

past few months after averaging between 6 and 7 percent for most |70
of the year. Unadjusted losses in August were evenly distributed
across machinery and fabrication-related fields, which felt the
brunt of the decline. Although manufacturing activity reportedly |50 -
remained high, the skilled labor supply shortage in the region has
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been a significant constraint on local growth. The Houston Pur- e—.5.54.7
chasing Managers Index rose to 60.3 in August; the September |30 T T T T
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reading 'fo'r the U.S. climbed to 54.7, with the manufacturing com- | S5m0 Ater epansion.
ponent rising back above 50 after three months below. SOURCE: Institute for Supply Management
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Oil & Gas

The average daily price of West Texas Intermediate felll 0 | \umber U.S. Rotary Rig Count
$94.87 in September, and the Henry Hub average spot price |, 5o

of natural gas climbed to $3.19, or one-fifth the energy W Gas directed
equivalent price of oil. The September average U.S. rig | 2000 H Oildirected
count fell to 1,848. Although the total rig count fell, service

firms continue to report strong activity levels. Firms are | 1,500
continuing to concentrate into oil-rich plays as prices for
natural gas and natural gas liquids remain distressingly low. | 1,000
Oil now makes up over 76 percent of U.S. rig activity. Nat-
ural gas inventories continue to fall on decreased produc- | 500
tion and increased demand from electricity generation
where firms are substituting away from coal, but both crude 0
oil and gas inventories remain at the height of their five- fan-2008  Jan-2009  Jan-2010  Jan2011  Jan-2012
year ranges. SOURCE: Baker Hughes

Refining & Petrochemicals

Refiner margins and utilization rates haven’t both been this |y,yes Gulf Coast Downstream Margins
high since July 2006. Gasoline and diesel spot prices |60
climbed in September to average $3.03 and $3.18 on the |sp
Gulf Coast, respectively, while consumption of gasoline |,
and other refined petroleum products declined. Plastic con- A N

tract prices were largely up in September ahead of plant |*° \ I \ M V‘ i L
outages and on higher feedstock costs for most categories |20 /VA NA

except polypropylene. The Gulf Coast pipeline-delivered |10 -

ethylene spot averaged $58.25 in September, and margins | g : : : : : : : : :
are in very strong territory. Exports continue to play a | Jan2008  Jan2009  Jan-2010  Jan-2011  Jan-2012

strong role in both refining and petrochemical industries, | *Based on ethane feedstock (cents/lbs).

. . **Based on West Texas Sour - RFG ($/barrel).
particularly for diesel and PVC. SOURCE: Oil and Gas Journal.

== Ethylene cash margins*

== Pace refining margins: Gulf Coast** A

Real Estate

The growth rate of existing-home sales climbed to 5.6 Median Home Price and Home Sales*

. . s Dollars Number
percent in August. Both permits and starts remain in 165 .
positive growth trends on a seasonally adjusted basis, and e Medlian price — Sales
August had the highest number of each since mid-2008. |160 =\ 6
Foreclosure sales have fallen to near prerecession shares of \ A A / /
total sales, though the inventory of foreclosures is still 155 - 6
large. Apgust housing months—iq—inventory fell to five |50 4 L 5
months in Houston, seasonally adjusted. The cost of land
has been increasing as the supply of available lots has |45 v 5
dwindled, and there are reports of difficulty finding certain 140 .
types of_ tradesmen. Commercial real estate remaips strong. | . 5008 Jan:2009 Jan—IZOlO Jan:2011 Janl-2012
Trends in lease rates and occupancy for industrial, office _ , o

. . .. . *Seasonally adjusted, three-month moving average. Units are in thousands.
and retail properties all remain in healthy territory. SOURCE: Houston Association of Realtors.

Forecasts: Global expectations continue to erode; Texas still likely to outpace the U.S.

e  The Federal Reserve Bank of Dallas forecast of employment growth in Texas this year was revised down to 2.4 percent.

e  The Federal Reserve Board of Governors projections for real GDP growth had a central tendency of 1.7 to 2.0 percent for 2012 and 2.5 to 3.0 for 2013.

e August Blue Chip Economic Consensus Forecasts of 2012 growth were 7.8 percent for China, 3.8 percent for Mexico, 1.8 percent for Brazil and —0.5 percent for
the euro zone.
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