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Houston Racks Up Solid Job Growth Figures

Employmentgrew ata solid pace in Greater Houston last month asthe oilrecovery
advanced and the state and nationaleconomies strengthened. Metro Houston
created 67,100 jobsin the 12 months ending February ’18, according to the Texas
Workforce Commission. Totalpayrollemployment stood at 3,058,500 in February, up 2.2
percentfrom February a yeareadier. The pace wasslightly below the state’s 2.3
percentincrease, butwellabove nationalemployment growth rate of 1.6 percent.

The improvement follows the rebound in the region’scrticalenergy industry asoilprices
have climbed and drlling ac tivity, particulady in We st Texas’ Permian Basin, haspicked
up. Jobsare beginning to follow the increased activity. Energy services providers
added 3,500 jobsoverthe pastyearin the Houston area, a neady 10 percentincrease,
according to the Workforce Commission.

Othersectors with strong job growth here included professionaland busine ss servic e s,
which added 25,000 jobsoverthe year,a 5 percentincrease; construction which
gained 9,300 jobs,a 4 perxcentjump; financialactivities, where employment grew by
4,000jobsor2.5 percent; and manufacturing, which added 4,800 jobsoverthe year, a
2percentincrease.

The region hasalso benefited from strong nationaland state economies. Nationally,
employersadded more than 300,000 in February and in Texas, employersexpanded
payrls forthe 20t c onsec utive month, adding 40,500 jobs, according to the Workforce
Commission. Overthe pastyear, Texasgaied 285,000 jobs. Aftershedding tensof
thousandsofjobsduring a brutalenergy downtum in 2015 and 2016, the Texasoil
industry hasgained 28,000 jobsoverthe pastyear,up 13 percentfrom a yearago. The
industry gained 6,500 jobsin February alone.

While TWC’sdata suggesta robusteconomy, much ofthe growth occumed in Q4/17 as
fiims hired additionalemployeesto assist with Hurricane Harvey recovery e fforts.
Construc tion, retail, re staurants, wholesale trade and employment services set hiring
recordsin Q4.

e Qilfield servicesadded 3,500 jobsoverthe 12 months, supported by a rig count
thatrose neardy 30 percentoverthe same period.

¢ 'The manufacturing sectoradded 4,800 workers, the growth closely tied to the
increase in drlling ac tivity.

e 'The construction sectorhired 3,700 workersin February and 9,300 forthe yearas
hurmic ane recovery efforts c ontinued.

e 'The 6,900 retailjobsadded since February’17 include a bump from recovery.

® 'The need to hire workerson a temporary basisto help with Hurricane Harwey
recovery and growing confidence in the localeconomy hasadded 11,400
workers to the employment servicessectoroverthe past 12 months. That'sa 14.7
percentincrease overFebruary *17.
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e QOiand gasfirmscontnue to restruc ture, the sectorcutting 2,200 workersover
the past 12 months.

e Uncertainty overthe Affordable Care Act, pressure to controlcosts, and the loss
ofenergy jobs with generousbenefits continue to weigh on the health care
sector. Hospitalshave cut 1,200 workers since February 17, while ambulatory
health care (clinicsand outpatient centers) hasadded 4,200.

Houston's February unemploymentrate was4.7 perxcent,down from 4.8 percentin
January and 5.7 percentin February’17. Texas' unemploymentrate was4.1 percentin
February,down from 4.2 percentin January and 4.8 percentin February’17. The U.S.
rate was4.4 percentin February, down from 4.5 percentin January and from 4.9
percentin February ’17.

Houston Area Sets Pace in Construc tion Jobs

Houston led the state in the numberofconstruction jobsadded overthe pastyearand
ranked third in the nation, a new report showed. The Houston region added 9,200
construction jobsannually asofJanuary, a growthrate of4 percent, the Associated
GeneralContractorsof America reported. Rebuilding e fforts after Hurric ane Harvey
contributed to the gains. Riverside, California added the most, 10,600 jobs, or12
percentfollowed by Phoenix, with 9,900 jobs, or9 percent. Construction employment
mcreased mabout 70 percentofthe 358 metro areas, tracked by the AGC of America,
which analyzed federalemploymentdata in the report. In Texas, allbut fourof 26 cities
tracked showed gains. Fort Worth experienced the biggestdrp, losing 1,400 jobs, or2
percent. Ona percentage basis, Midland had the mostjob growth, adding 5,900 jobs,
or24 percent. The figuresforMidland included mining and logging jobsin the oil-rich
Permian Basin. Nearby Odessa added 2,800 jobs,or19 percent.

IaborShortage Worsens in Booming West Texas

The latest shale drilling boom is driving unemployment to the lowestlevelsin yearsin
many ofthe areasthatencompassthe Permian Basin, a 17-county region that spans
West Texasand eastermn New Mexico. Reevesand Ward counties, in the heartof
Permian sub-basin called the Delaware, are seeing unprecedented growth in oilland
gasdevelopment; Winkler County, also in the Delaware, hasbecome a sand mining
hub, driven by demand from hydraulic fracturing, which pumpswaterand sand under
high pressure to crackshale rmckand release oilland naturalgas. In February, the
Permian Basin Regional Planning Commission examined the workforce in the Permian
region and found thatitsunemploymentrate isat2.9 percent, much lowerthan the
Texasrate of4 percentand nationalaverage of4.1 percent. Unemploymentin the
region hasplunged neary 2 percentage pointsoverthe pastyear, pushing the rate to
levelsnotseen since the end 02014, a yearwhen oilpassed $100 bamel Neady every
county in the region hasunemploymentratesbelow the state average. Butthere isa
downside to the Permian’sboom, namely acute laborshortages. Neady allofthe
workers who wantjobsin the Permian’s 17 countiesare employed, according to the
Planning Commission. Thishasbeen good forworkers, who are getting more hours and
eaming more money. Asoilproduction rises,companiesneed even more workers, but
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fewerpeople are looking foroilindustry jobs, according to a survey by the Federal
Reserve BankofDallas. Asone unnamed company summed it up in the survey, “The
laborshortage in West Texasisonly getting worse.” Some ofthislaborshortage is
coming from a drain of workersand equipment after2016, when oilprices tanked,
companiesscaled backoperationsand many workers in the industry le ft the boom-
and-bustindustry forgood. Asoilpricespicked up in December, servicescompanies
stillreported a shortage of workers for50-person fracking crews, forcing companies to
leave hundredsofwellsuntapped formonths. Unemploymentratesin Midland and
Odessa,two Texascitiesatthe heart ofthe Permian, gauge how quickly the labor
markethastightened. In August, Midland and Odessa had 3.2 percentand 4.3
percentunemploymentrates, respectively. Sk monthslaterunemploymentin Midland
slid to 2.5 percentand Odessa’sto 3.2 percent. Aslaborremainsin short supply,
companiesare going fartherafield to find workersand paying them more inc re asing
production costs and shrinking profit margins. With oiltrading between $60 and $65 a
bamel lowerjoblessratesin the area could mean thatoutputin the Permian will slow.

Second Place Finish

Metro Houston ranked asone ofthe nation’stop metrosfornew and expanded
facilitiesin’17, according to Site Selection magazine, which produced the rankingsas
partofthe annual“GovemorsCup” competition. The Houston regionlogged 196
projects, behind metro Chicago butahead of Dallas-Fort Worth. Texaseamed the top
spotin the magazine’s state rankings. Site Selection’srankingsfocused onnew projects
with significantimpact, including headquarters, manufac turing plants, R&D o perations
and logistic s sites. Retail, govermment, schooland hospitalprojectsare notincluded.
Projectsincluded in the analysesmeetatleastone ofthree crteria: (a) involve a
capitalinvestmentofatleast $1 milion, (b) create atleast20 new jobsor(c) add at
least 20,000 sq. ft. of new floorarea. Smce 11, metro Houston hasgamered the top spot
twice, second place fourtimes, and thid place once.

Me tro Houston De tails

During the fracking boom ("11-14), Hamis County added 80,000 to 90,000 residents per
year. The county led the nation in population growthin’11,’12,°13,’14 and ’15,
slipping to second in’16. Overthose six years, Hamis County added just shy ofhalfa
milion residents. kaccounted forjustoverhalfthe region’s growth during that period.
Iastyear, the trend reversed. More residentsle ft the county than amived. They didn’t
simply move else where in the region, they le ft the metro area altogether. Intemational
in-migration offset some ofthe losses, but “net” migration wasstillnegative. fnotfor
the 73,000 babiesbom last year, the county would have lost population. Asa result,
population gainsforHamis County in’17 were the we ake st since ’95. But thisis a
transitory phenomenon. Asnoted earlier, population growth dependsheavily on
employment growth, and the region hasstarted to add jobsagain. The bulkofthose
jobswilbe added in the county. According to the US. Census Bureau, 73 percentofall
businessesin the region and 80 percentofallpaymlljobsare in Hamis County. Net
migration was positive forthe remaining eight countries, and allnine counties did gain
in totalpopulation, but the rate of growth slowed for Austin, Fort Bend, Galveston and
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Hamis. Hamis stillcommandsthe largest share ofthe region’spopulation, but that
margin hasslipped inrecentyears. In’10, Hamisaccounted for68.8 percent of the
region’spopulation. Today, it accountsfor67.5.

The out-migration from Hamis County may foreshadow a similartrend forthe City of
Houston. Ninety-eight percentofthe city’sland ma ss lies within Hamis C o unty, and if the
county suffered out-migration, it’s likely the city did as well. The Census Bureau wil
release its population estimates for U.S. citie s la te r this mo nth.

POPULATION ESTIMATES — AS OF 7/1/17
Houston Matro Area

§ Metro
County Population Share
Austin 29,786 0.4%
Brazorla 162,457 5.3
Chambears 41,441 0.6
Fort Bend 764,828 11.1
Galveston 335,036 4.9
Harris 4,652,980 67.5
Liberty E3 658 1.2
Mantgomery 550,934 B3
Waller 51,307 0.7
Total 6,892 427 100.0%

Source: LS. Cenius Bureau

Sources: GreaterHouston Partnership; Houston Chronic le ; Houston Busine ss Joumal
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