Focus on the Energy Industry

WO YEARS AGO, Texas energy producers were going
like gangbusters. Futures markets predicted the price
of West Texas Intermediate crude would stay near $20
per barrel for the foreseeable future. Industry contacts
reported shortages of rigs and personnel. There was a
12- to 18-month backlog for drill pipe.

Four months later, the price dropped below $19 per barrel
and stayed there for nearly two years. In December 1998, as
producers were setting their exploration budgets for 1999, the
price of West Texas Intermediate hit a 12-year low of less than
$11 per barrel.

Today, although the price of oil is again well above $20 per
barrel, drilling activity has not recovered. Extraction employ-

Total Nonfarm Employment

ment is showing hints of renewal but remains 16,500 jobs
below its year-ago level. The Texas rig count has changed di-
rection recently but has only climbed back to its August 1998
level (see chart below). It will need to increase by 40 percent
to reach the level it attained the last time prices were this good.

The cautious industry response probably reflects a belief
that recent price increases are a temporary windfall. The fu-
tures market expects prices to fall to the $18-$19 range next
year. However, even with the declines, oil prices are still ex-
pected to exceed the levels on which the drilling budgets
were based and remain well above the December 1998 level.

—Lori L. Taylor
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Regional Economic Indicators
Texas employment* Total nonfarm employment*
Texas Private
Leading TIPI** Construc- Manufac- Govern- service- New
Index total Mining tion turing ment producing Texas Louisiana  Mexico
7/99 125.3 126.2 150.0 530.9 1,102.7 1,530.6 5,904.3 9,218.5 1,906.7 730.2
6/99 124.1 125.8 149.9 528.3 1,100.5 1,530.6 5,893.2 9,202.5 1,909.2 729.8
5/99 123.1 125.9 150.4 527.6 1,100.2 1,530.9 5,868.3 9,177.4 1,905.2 730.0
4/99 123.6 125.5 152.3 529.0 1,101.1 1,529.0 5,850.7 9,162.1 1,905.1 7315
3/99 121.9 126.5 155.6 524.6 1,102.9 1,528.9 5,835.3 9,147.3 1,896.9 730.0
2/99 121.7 127.2 156.4 523.6 1,104.6 1,525.9 5,819.4 9,129.9 1,897.8 727.6
1/99 121.9 127.2 157.2 518.6 1,106.1 1,524.4 5,802.6 9,108.9 1,897.6 729.0
12/98 121.3 127.6 159.3 513.8 1,107.0 1,519.0 5,782.3 9,081.4 1,903.5 7244
11/98 120.7 128.3 160.5 508.2 1,107.3 1,510.5 5,752.8 9,039.3 1,899.6 724.1
10/98 122.3 128.6 162.5 506.3 1,109.5 1,506.5 5,729.4 9,014.2 1,895.3 7227
9/98 120.4 129.1 164.6 502.6 1,113.6 1,502.6 5,707.8 8,991.2 1,895.7 721.1
8/98 120.8 129.7 165.9 500.3 1,111.0 1,506.8 5,693.2 8,977.2 1,894.2 721.4

* in thousands
** Texas Industrial Production Index
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Further Information
on the Data

For more information on employment
data, see “Reassessing Texas Employment
Growth” (Southwest Economy, July/August
1993). For TIPI, see “The Texas Industrial
Production Index” (Dallas Fed Economic
Review, November 1989). For the Texas
Leading Index and its components, see
“The Texas Index of Leading Indicators:
A Revision and Further Evaluation” (Dallas
Fed Economic Review, July 1990).

Online economic data and articles are
available on the Dallas Fed’s Internet web
site, www.dallasfed.org.
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