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Houston’s Employment Growth

Overthe pastfew years, Houston hasendured painfullayoffsand enjoyed
robustemployment gains. The pendulum of Houston’seconomy has swung from
one extreme to the otheroverthe pastsixyears. The region lost 108,800 jobs in
2009, created 115,400 in 2012, and slipped to 76,200 jobsadded last year. From
January 1990 to December2013, nonfarm paywmllemploymentgrew by 1.15
million. That' s more than the cument nonfarm payrmllemploymentin Austin,
Amarilo and Abiene combined. The 1.15 milion equatesto 44,000 jobsper
year,ora 2.3 percent CAGR.

The Houston-Sugarland-Baytown Metro Area added 80,100 jobs in the 12
monthsending March 2014, a 2.9 percent annualgrowth rate. Though the
region’sjob growth is slowerthan this time last year(4.1 percent forthe 12
months ending March 2013), Houston continues to outpace the nation and most
ofthe nation’slarge metro areas. Houston ranks third, behind Miamiand Dallas.
Neady allkey economic sectorsadded jobs durng the pastyear. Since the
bottom ofthe recession, Houston hasadded 371,500 jobs,or2.4jobsforevery
single job lostin the recession. Only two othermetro areashave created more
jobs: New York (5651,700) and Ios Angeles (449,200). While New York has
recouped itsrecession losses, [os Angelesremains 172,600 below its pre -
recession peak. Houston’snonfarm payrmllemploymentstood at 2,847,200 in
March, the highest pointin the region’s history. Houston’semploymentexceeds
thatof 35 statesand the District of Columbia.

A few key sectorsthatare growing:

e Asthe energy industry settlesinto slowerand more stable growth, the rest ofthe
localeconomy continuesto play catch-up. The growth rate foroil & gas
exploration and production hasbeen hovering in the 4.5to 5 percentrange for
the pastsixto eight months, whichisa very good rate. Employmentin oil field
servicesticked up. The sectoradded 2,200 jobs,a 4.8 percentincrease, in the 12
months ending March 2014. Growth had stalled untilrec ently. The sectoradded
only 800 jobsin allof2013. Asoilfield servicesare part of Houston’s ec onomic
base,and growth in the base supportsjob growth elsewhere, it'simportant that
thissectorisgrowing again.

e Secondarysectorssuch asretailltrade and construc tion continue to play an
mportantrole in Houston. Those sectorsdepend upon the growth ofthe base
industrie s such asenergy and manufacturing to bring in new revenue.
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e (Chemicalmanufacturng added 1,500 jobs, a 4.3 percentincrease in the 12
months ending March 2014. Thissectorisalso part of Houston’seconomic base,
so growth here portendsjob growth else where in the economy.

e Healthcare and socialassistance added 4,100 jobs,a 1.4 percentincrease, over
the pasttwelve months. This was the weakest growth forhealth care since
September2008.

The Greater Houston Partnership’sforecastcallsfor2.5 percent growth thisyear.
BBVA Compass Chief Economist Nathaniel Karp pegs Houston’sgrowth at 3.5 to
4 percentoverthe nexttwo years, propelled by higherpaying jobs, an influx of
smart workers in key ind ustries and the continued growth of traffic through the
Port of Houston. Growth in the biotech sectorand infrastruc ture improve ments
will also keep the Houston economy humming along. Houston’salready strong
healthcare sector—second only to energy —wilbenefit from an aging
population. South American economiesgrowing at5 percent and Chine se
manufacturers’ preference forHouston overlong Beach, Califomia, wil kee p
the port humming. Asforthe restofTexas, Karp seesthe state growing at 3 to
3.5percent,down from 4 percent during 2010-2013. The one exception willbe
the borderregion on the Eagle Ford Shale play.

Houston’s Unemployment Rate

In March 2014, Houston’s unemploymentrate stood at5.2 percent, down from
its June 2011 recession peakof8.8 percentand from February when it was 5.7
percent. Houston’sunemploymentrate neverhit the double digit rate of the
US. because the region did not sufferthe magnitude ofjob losses the restof the
nation endured. This performance can be attributed to a varety of fac tors—the
quickrecovery of the oilland gasindustry, the lackofa localhousing bubble
(thus the lackofa housing bust), and the strength of Houston exports to
overseas markets. As Houston’sunemploymentrate hasfallen, the labormarket
hastightened and skills shortageshave emerged. At fist, employersreported
shortagesofhighly skiled workers, such asengineersand geologists. Now
middle-skilled workers, such as pipefitters, weldersand electricians, are in short
supply. Asthe unemploymentrate continuesto fal,b employers will start to
experience shortagesofworkers with more basic skill sets.

Sinc e January 1990, the region’sunemploymentrate hasaveraged 6.0 percent.
The low was 3.5 percentin December2000 and the high was 8.8 percent in June
2011. Overthe pasttwo and a halfdecadesthe unemploymentrate hasspent
130 monthsin the 5.0 to 6.4 percentrange. This suggeststhe cumrent5.2 percent
rate isprobably atthe low end of normal, the labormarketisabout to tighten,
and employerswilsoon feelupward pressure on wages, if they haven’taleady.
Many economistsconsider"fullemployment,” to be in the neighborhood of5.5
percent. The statewide rate dipped to 5.5 percentin March, down from
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February’srate of 5.7 percent. The US. unemploymentrate was 6.7 percentin
Marc h.

Forbes List of Be st Big Cities forJobs 2014

Houston held onto its No. 5 spoton Forbes’ latest listing ofthe bestcitiesforjobs.
™ compile its list, Fortbesranked all 398 me tro po litan sta tistical are as using
Bureau oflaborStatisticsdata from November2002 through January 2014. The
ranking isbased on five factors: recent (cumentand prioryears’) employment
growth, mid-term growth (average annual 2008-2013 growth rate), long term
trend and momentum, cumrent yeargrowth and the average ofeach years
growth rate forthe past 10 years. The Houston area recorded 2.83 million jobs
and growth of 3 percentin 2013. Itsgrowth rate from 2008 to 2013 was 8.4
percent. Italso held the No. 5 position on the 2013 list, down from No. 2 on the
2012 list. The tech meccasofSilicon Valley and San Francisco snagged the top
two spots. Meanwhile, Austin jumped from No. 10 last yearbackup to No. 3 this
year. Etplaced No.1in 2012.

Forbes List of America’s 100 Most Trustworthy Companies

Forbes Magazine listed seven Houston companieson its 2014 listof “America’s
100 Mo st Trustworthy Companies,” an improvementoverlast yecarwhen only two
localcompaniesmade the list. The list, created by isk managementcompany
GM Ratings, ranked publicly traded companiesbased on financial information,
regulatory fiings and stockdata, among otherdata points. The following
Houston companieswere recognized: Benchmark Hectronics Inc., Cabot Oi &
GasCorp., Comforts Systems USA Inc ., Exterran Holding s Inc ., Knight
Transportation, Oceaneering Intemational, and Team Inc.

Energy Industry Energizes Iocal Pay

A freshbatchofgovemmentdata released Aprl 25, 2014 ¢ onfirms the obvio us:
Houston isawash with petroleum and marne engineers, geologicaland
petroleum tec hnicians, pump operators, otatory drlloperators, tankcar
loaders, mustabouts and otherenergy workers. But the interac tive report from
the U.S. Bureau of Ilabor Statistic s also quantifies the dramatic impactthose jobs
have in boosting localpay above the nationalaverage. Houston has 17 time s
the average numberofpetroleum engineersin a US. city, and the job here paid
anaverage salary of $163,490 last year. The city’sgeologists —neady 10 times as
many asin othercities—eamed even more. The job, which usesknowledge of
geology, physicsand math to explore foroil, gasand minerals, paid anaverage
0f$167,530. Houston is benefitting from strong growth in three key sectors —oil
and gasexploration and production, c onstruc tion, and manufacturing. Many
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ofthese jobspay higher-than average wagesyetdon’ttypically require a
college degree. Houston, forexample, hassix tmesmore refinery operators
than the average US. city. The job lastyearpaid anaverage yeardy wage of
$62,450. The city also hasneady six ttmesmore demckoperators, who eamed
anaverage of $49,540. Acrossalloccupations, the average houdy wage in the
Ho uston-Sugadand-Baytown region was $23.96 in May 2013, according to the
laborstatistics bureau, which compiled the data on wagesand numberof
workersin some 700 jobsin the U.S. cities.

U.S. Adds 288,000 Jobs in Aprilas Unemployment Rate Drops

The labormarket heated up last month, producing a bumpercrop of 288,000
new jobs—the mostin more than two years—and easing fearsthat winter
slowdown in hiing foreshadowed anotherdowntum in the uneven recovery.
The surge in hirng, reported by the govemment Friday, May 2, 2014, pushed the
numberofunemployed workersbelow 10 million forthe first time since the 2008
financialcnsis. The unemploymentrate fellsharply to 6.3 percent, the lowest
levelin more than 5 % years. Buteconomists wamed thatthe economy still
doesn’tappearto be strong enough to sustain Aprilsrobust pace ofjob
creation, which included construc tion companies and otherfirmscatc hing up
on hiing aftera lullcaused by unusually harsh weather. And the Iabor
Departmentreportcontained some troubling data showing the job market
remains a ways from fully healed. “More than likely, Apriiwasa bitofa rogue
month,” said Brian Be thune, Chief Ec onomist at Alpha Ec onomic s Fo re sig hts.
“There’sno reason forany sudden sense that we’ve risen above the
turbulence.”

Average hourdy eamingswere flatin Apriland were up just 1.9 percent overthe
previous 12 months, meaning workers’ wagesaren’tincreasing much. The
length ofthe average workweek also wasunchanged. The mo st signific ant
waming sign wasa large decrease in the laborforce last month, which was the
main reason the unemploymentrate tumbled from the March levelof 6.7
percent. The last time the rate waslowerwas September2008. The civilian
laborforce shrankby 806,000 in Aprl afterrsing by about half a million in Marc h.
And the percentage of working-age Americans who had jobsorwere actively
looking forthem fellto 62.8 percentlast month, the lowestlevelsince 1978. In
the past, the laborforce hasfallen because unemployed workers have gotten
discouraged and stopped looking forjobs. This time, the laborforce declined
mostly because fewerpeople entered the job force —such asyoung people
and immigrantslooking forfirst jobs.

Sources: Greater Houston Partnership; Houston Chronicle; Houston Business
Journal; The Wall Street Journal
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