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January Employment in Houston

Me tro Houston lost 45,400 jobsin the month of January. The seasonallosswasto be
expected.Job lossesoccurevery January withoutexception due to the conclusion of
holiday-related seasonaljobsand adjustmentsto population estimatesby the Bureauof
ILaborStatistic s. Historic ally, Houston losesan average 043,900 jobsin January,

indic ating thisyearslosswason parwith the long-term average.

TWC Revises Job Growth

Metro Houston created 62,900 jobsin’17,according to the benc hmark re visio ns
released in early March by the Texas Workforce Commission (TWC). That’'s up from
46,000 jobsin TWC’soriginal estimate. The revisionsincluded minoradjustmentsto 13
and 14 and majoradjustmentsto 15,16 and ’17. Earlierestimate s showed Houston
created jobsin’15 and ’16. The re visions now show Houston suffered minorjob lossesin
those years. The sobering reality made evident by the revisionsisthatemploymentin
Houston wasflat formore than two years. The good newsisthatthe region hasbegun
to grow again, albeitata much slowerpace than Houstoniansare accustomed to.

The peakin energy employmentremainsunchanged (December’14) and the losses
were revised only slightly upward (-86,400 vs. -85,200). That equatesto one in four
Houston energyjobsdisappearng in the downtum. Though the U.S. rig count has
rebounded from itslow 0404 in May’16 to 984 in early March ’18, the energy sector
hasrecouped only 7,400 ofthe lost jobs. The gainshave been in oilfield servicesand oi
field equipment manufacturing. Exploration and production continued to cut workers
through the end of’17. Given that the ind ustry c ontinuesto grow U.S. produc tion (up
1.2 million bamelsperday since December’16) while c utting staff, Houston’senergy
sectoris unlikely to see significantjob growth in the nearfuture.
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TWC revised job growth in five sec tors signific antly upward, indic ating they performed
much betterin’17 than first eported:

* Trade, transportation, and utilities (+11,000 jobs)

¢ Construc tion (+8,900)

* Professionaland business services (+7,200)

® [eisure and ho spitality (+6,700)

e Mining and logging (+2,600)

TWC revised job growth downward in foursectors, indic ating they performed worse
than fist eported:

e Fduc ationaland health services (-9,000)

* Manufac turing (-5,400)

* Govemment (-4,300)

e Financialac tivitie s (-1,200)

Job growth wastepid through much of’17, the region having created only 2,400 jobs
by August. n a normalyear, Houston should have created 10,000 to 20,000 jobsby
then. Ina boom year, growth would be 30,000 to 50,000 jobsby August. Ac tivity always
picksup in September,evenin a recession. Teac hers retum to theirsc hools. Merc hants
hire forthe holidays. Firms, slow to actin the summer, add to theirpayrollsin the fall
Houston should create 5,000 to 10,000 jobsin a typical September, butnotin’17.
Hurric ane Harvey came onshore in late August. Little business wastransacted in
Houston leading up to landfalland foratleasttwo weeks after. The re sult: Houston
posted a lossof5,700 jobsin Septemberand employment growth tumed negative for
the year. Once the storm passed, businessesreopened, employeesretumed to work,
and recovery efforts were underway. Houstonians started rebuilding theirhome s and
replacing storm-damaged fumiture and clothing. Familie s living in hotels and
households without kitc hens ate atlocalrestaurantsand cafés. Businessestookon
contract workers to help with the cleanup. And wholesalersfilled theirwarehousesand
added to theirpaymwlsto betterserve the growing retailland c onstruc tion trade.

Q4/17 proved to be the best fourth quarteronrecord foroveralljob gro wth in Ho uston.
The region added 66,200 jobs the last three months ofthe year. Construc tion, retail,
restaurants, wholesale trade and employmentservicessetrecordsforjob growth in the
quarter. Granted, some ofthe Q4 job growth resulted from hiring thatdidn’toccurin
Septemberbeing lled into October. Buteven if one subtractsanticipated September
growth (10,000 jobs) from Q4/17,the region experienced itssecond best quarter.

FOURTH QUARTER MOB GROWTH
Mletre Houston, Selected Sectord

Prewious (14

Saeclonr 0417 Peak
Region Total 66,200 57,500 "14) 32,900
Construction ¥,000 4,900 [a7) 2,500
Aatail 21,500 18,500 12} 15, B0
‘Whalesala Trade 2,800 2,800 14) 1,300
Employment Snes 4,500 00 ["a2) 00
Restaurarnts T 400 3500 38) 1,000

* Calculated using anly years in which jobs were created im O
Source: U5, Buresu of Labor Statistics, Partnership calodations

4306 Yoakum Blvd., Suite 350 | Houston, TX 77006
(713) 623-0400 phone | (713) 623-0415 fax | www.thehiringsource.com




How manyjobscan we attrbute to Harvey recovery efforts? fone simply subtracts
long-term average Q4 job growth from Q4/17 job growth, the re sult suggeststhat
Hareyaccounted for33,300 jobs. It also suggeststhat without Harvey, the region might
have added asfew as29,600jobs, which ispretty close to the GreaterHouston
Partnership’sforecast 0£29,700 jobsfor’17. Robert W. Gimer, directorofthe UHBauer
Institute forRegional Forec asting, estimatesthe job impactfrom Harvey could be as
high as 36,000 jobsand thatjob growthin’17 driven by fundamentals may have been
only 27,000 jobs. Cleardy, Harvey provided a boostto the economy—a common
occunence in the wake ofa majordisaster.

The long decline in manufacturing hasended. From the December’14 peakto the
October’17 trough, the sectorlost 45,800 jobs. Manufac turing finished ’17 with a net
gain 0f3,400 jobs. The gainscame in the manufacture ofoilfield equipment and
fabricated metalproducts. Transportation, warehousing and utilitiesreported a net
gain 02,300 jobs. The sectortypically adds 3,000 to 4,000 jobsa year, so the subpar
growth underscoresthat Houston’seconomy hasnot fullyrecovered. Realestate
added 3,000 jobs, its stronge st perfformance onrecord. Half ofthe growth came in Q4,
likely the result of apartment o wners hiring staffto handle the influx oftenants displaced
from therhomesby Harvey. The outlookforarchitec turaland engineering services
began to improve eary in the year, the sectorfinishing *17 with the firsst net gain since
’14. The 12,500-job gain in employment services (ie.,contract workers) equates to one
i every five jobscreated in’17. Health care servicesreported a lossof 1,400 jobs, a
shamp tum fora sectorthatcreated more than 50,000 jobsoverthe previous five years.
It’'s also the first time health care ended the yearwith fewerjobsthan when it started.
Iossatarea hospitalsmore than offset gainsin ambulatory health care (clinics,
outpatientcenters, etc.) Reasons forthe losses: uncertainty overthe fate ofthe
Affordable Care Act, pressure from both insurance firms and patients to c ontrolc o sts,
the lossofenergyjobswith generousbenefitspackages, and turmoilcaused by the
resignation of severalhigh-profile CEOs who managed localhealth care systems.

While 2017 ended up with strongerjob growth than fist thought, the re visions also
showed thatoilbusttookanevenbiggertollonlocaleconomy in 2015 and 2016.
Instead ofthe smallgainsreported eardier, the region shed jobsin both 2015, when oil
pricescollapsed, and 2016, when pricesbottomed at $26 a bameland a tentative
recovery began. The region lost 2,500 jobsin 2015 and 2,200 in 2016. “While ollwas
stabilizing atthe end 0f2016,” said Harvey, “we were stilllosing olland gasrelated
jobs.” The Texas Workforce Commission also reported that Texasadded 16,000 jobsin
January, aftergaining just 400 in Decemberand 54,000 in November. exasadded
240,500 jobsoverthe pastyear,anincrease ofabout2 percent.

The Iong Term Outlook

The Perryman Group, a Texas-based economic and financial analysis firm, re c ently
released itslate st GDP, population and employment forec asts. The group expec ts the
Houston metro area’sGDPto grow ata compound annualgrowth rate (CAGR) of 3.1
percent from 15 to 40 and reach $998.8 billion in ’40. The faste st growing sec tors durng
thisperiod are projected to be in managementofcompaniesand enterprses (4.3
percent CAGR), administrative and support and waste management (4.0 percent),
and health care and socialassistance (3.9 percent). Houston will continue to account
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forapproximately 30 percentofthe state’s GDP throughout the forecast period. The
Perryman Group expectsTexas GDPto grow atan annualrate 0f3.2 percent from ’15
to ’40, outpacing the US. rate of 2.7 percent. The firm sees Houston’s population
growing ata CAGRof1.6 percentfrom ’15 to 40, reac hing 9.9 million in ’40. Wage and
salary employmentisexpected to increase 1.7 percent annually to 4.7 million in ’40. The
Houston metro area isforecasted to add 3.3 million residentsand an additional 1.6
milion jobs during thisperiod, accounting for28.0 percentofTexas population growth
and one-fourth ofthe state’semployment gains.

Unemployment Rate Dropped

Houston'sunemploymentrate was4.8 percentin January, up from 4.3 percentin
Decemberbutdown from 5.8 percentin January’17. exas' unemploymentrate was
42 percentin January, up from 3.7 percentin Decemberbutdown from and 5.0
percentin January ’17. The US. rate was4.5 percentin January, up from 3.9 percentin
Decemberand down from 5.1 perxcentin January ’17.

Hiring Surge in U.S.

Whetheryou workon WallStreetorin a warehouse, behind a cashregisteroron a
construc tion site, the jobsreportreleased by the govemment Friday offered some good
news. A winning combination of heftyjobscreation and a swelling workforce signaled
the economy’s fundamental strength. At the same time, modest wage growth defused
concemsthatcompetition forworkers was driving up salares and igniting inflation. In
all, the nation added 313,000 jobsin February, the mo st since July 2016, with impre ssive
gainsacrosslow, middle and high wage industries. Forthe fifth month in a row, the
joblessrate emained unchanged. And hundredsofthousandsofpeople streamed into
the job market, confounding analysts who have insisted thatthe poolofpotential
workershasbeen depleted. And on Tvitter, President Donald Trump relayed the newsin
capitalletter: “JOBS, JOBS, JOBS!” The U.S. economy added 313,000 jobsin February,
according to the latestemploymentreport from the Bureau of ILabor Statistic s, sma shing
analysts’ expectations. But the strong growth did notboost wages. Forworkers, the
modest 0.1 percentrise in average hourdy eamings wasdisappointing. Some ofthose
gainswere reversed in February, leaving the 12-month average at2.6 perxcent, higher
than lastyearsaverage, butstilbelow whatmany economists thinka tightjob market
should yield.

Sources: Greater Houston Partne iship; Houston Chronic le; Houston Busine ss Joumal
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