he Texas economy slowed significantly during the

first seven months of 2001. Although acute problems

remain in high tech and manufacturing, softening has

spread to other economic sectors. After posting strong gains
for the past two years, energy now appears to be leveling off.
TCPU (transportation, communications and public utilities)
and construction, especially homebuilding, continue to be eco-
nomic bright spots for Texas. The unemployment rate has in-
creased for six straight months and currently stands at 4.7 percent.
During the first half of 2001, oil and gas exploration served

as a continuing and important source of economic strength
and stability for the Eleventh District. However, energy may
not be immune to the slowing trend. In recent weeks the
Texas rig count has flattened out to just over 500 rigs, sug-
gesting that domestic drilling may have peaked for now. Ris-
ing inventories have driven the spot price of natural gas down
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Regional Economic Indicators

TEXAS EMPLOYMENT*

exas
Leading Index  TIPIT total

Mining  Construction  Manufacturing ~ Government
7/01 — — 163.2 580.0 1,070.1 1,578.6
6/01 119.2 1315 162.2 578.1 1,071.3 1,585.9
5/01 120.0 1314 161.2 574.9 1,074.3 1,582.9
4/01 119.0 131.2 160.7 572.4 1,078.1 1,583.3
3/01 120.2 131.1 158.6 571.1 1,081.9 1,580.7
2/01 121.4 131.7 156.5 567.8 1,083.3 1,579.1
1/01 124.0 131.2 156.1 566.6 1,083.0 1575.4
12/00 122.8 131.2 155.3 564.2 1,080.8 15704
11/00 123.2 131.1 153.6 562.6 1,083.2 1,567.4
10/00 124.8 1311 152.6 559.0 1,083.2 1,564.8
9/00 125.9 131.3 151.3 565.1 1,085.4 1,566.8
8/00 126.3 131.4 150.8 563.4 1,084.2 1,563.0

* In thousands. 1 Texas Industrial Production Index.
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from $4 per thousand cubic feet to around $2.40.

Technology continues as the epicenter of weakness, with
North Dallas and Austin the hardest hit. Negative trends in
technology have spilled over to the commercial real estate
sector; sublease space in North Dallas and Austin has nearly
doubled. Meanwhile, the Dallas area is reaching near record
levels of new office space under construction.

Before the tragic events of September 11, the near-term out-
look for the Texas economy was for weak growth. The Texas
Leading Index increased from May to July, suggesting gains in
employment over the next three to six months. Nonetheless,
Texas' economic strength will depend on the health of the U.S.
economy. The recent events have the potential to dampen
spending and slow national economic growth, but the long-term
prospects for the U.S. economy remain favorable.

—Charis L. Ward
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Net Contributions of Components to Change in Leading Index
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Average weekly hours .56

-32 Help-wanted index*
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*Does not include July data.

For more information on
employment data, see “Reassessing
Texas Employment Growth” (Southwest
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service-producing Texas  Louisiana  Mexico Economy, July/August 1993). For TIPI,
6,206.5 9,598.4 1,935.4 757.0 see “The Texas Industrial Production
6,200.2 9,597.7 1,938.4 754.7 ” ; ;
61937 95870 19416 7042 Index” (Dallas Fed Economic Rewew,_
6,185.2 9,579.7 1,945.8 754.2 November 1989). For the Texas Leading
6,189.5 9,581.8 1,948.0 753.6 Index and its components, see “The
6,170.8 9,557.5 1,950.5 751.0 Texas Index of Leading Indi .
6.155.1 9.536.2 1.946.1 7507 exas Index of Leading Indicators:
6,139.8 9,510.5 1,934.8 748.9 A Revision and Further Evaluation”
6,129.6 9,496.4 1,931.1 748.9 f ;
61113 9.470.9 19310 7482 (Dallas Feq Economic lRewew, July
6,111.3 9,479.9 1,928.6 7477 1990). Online economic data and
6,099.8 94612 1927.2 746.2 articles are available on the Dallas Fed's

Internet web site, www.dallasfed.org.




