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s 12 ' Texas economic recap and outlook:
/ What a difference a year makes..

= 11t District and the Great Recession

— Last in, first out

— In expansion since November 2011

= 2014 blistering Texas job growth at 3.6%
— Qil prices drop by 70%
= 2015: state growth slips under nation

— Texas job growth of 1.3%
= 2016: growth slows further
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Q/Q percent change, SAAR
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NOTES: Quarterly employment is last month of a quarter; Last quarteris Q1 2016.

SOURCES: Bureau of Labor Statistics; Texas Workforce Commission; seasonal adjustments by FRB Dallas.
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=" = 'The main problem: Falling oil prices
> ‘brought down rig count

Rig count;VvJ(eekIy Nominal price, $ weekly

1000 - - 160
900 - Texas Rig Count .
800 -

- 120
700 -
600 - - 100
500 - v - 80

WTI Oil Price

400 A/ \ A fr/ W WA 188 - 60
300 - $44.22

- 40
200 -
100 - e

0 0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

NOTE: Natural gas price is multiplied by 10.
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Million b—é_rr-els per day
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. Goods sector declines are easing,
but weakness spreading to services

Percent b_r\;nge in employment, SAAR
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ties begin to lose jobs...

Index, Jan. 13=100, SA
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2\ W lower oil prices begin to weigh on
~/ _ state construction activity

Billions real $, 5SMMA, SA
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- Sign of trouble...commercial & industrial
loan quality slips in Texas
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..while U.S. C&I loan quality remains
relatively stable
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Percent of Average Assets
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Year-over-Year Growth, Percent
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= _},,___EEIeventh District banks still more
[l>profitable than U.S. banks, but gap smaller
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= No repeat of 1980’s bust, but it's a slow road ahead

= Diverse economy benefits from U.S. growth

— Business climate, low cost of living attract firms, people

= Some slowing was welcome
— Single-family housing markets tight

— Labor markets still tight

= Recently, weaker dollar, stronger oil prices helping
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SIs - Texas exports tick up with higher ol
Lo/ ‘prices and weaker dollar
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Unemployment rate still lower in Texas
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-\ “WA'housing crash and multifamily

S~
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2/ ‘recovery has meant plenty of apartments

‘05=100, SA
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‘g Healthy borrowers: Underwater
-/ ‘mortgages much less common In Texas

Percent of mortgages with

balance > home value, 2015Q4
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| State In-migration has yet to turn

= Strong job growth

— Lower unemployment
— Stable to rising wages relative to rest of U.S.

- Growth of middle-income jobs
— Low cost of living

Large-scale in-migration from
the rest of the country

—



- - Texas: Top destination since 2006
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Oil boom helped fuel job growth in

Percent change 2005-2014
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=" =\With two high-paying sectors shrinking, Texas
' jobs outlook may look more like the nation’s

Percent 'c_h_e:h'ge in the quartile, 2005-2014
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= 2016 growth forecast is for 0.5 to 1 percent job
growth

— State grows, Houston likely contracts

= Unemployment should rise, in-migration slow;
housing markets loosen

= Some fiscal tightening due to revenue shortfalls

= 2017 better; oil markets closer to balance
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- Texas creates mid- and high-pay jobs

- Job growth by wage quartile 2000-2014

Percent e in Employment
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" And not as reliant on them now as it
was In the past

Percent
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=L 1[l: - Severance tax revenue also set to fall

= 2014 oil and gas tax revenues in TX
— $5.8 billion

— 11% of total state tax revenues

— 29% increase from 2013

= Qil severance taxes: $3.9 billion

= Natural gas severance taxes: $1.9 billion



