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Home Sales Soar — Houston set a record for home sales in ’16. Realtors closed on 91,520
condos, townhomes, high-rise units, houses and residential lots. The previous record was set
in ’14, when brokers notched 91,340 closings. The new record is remarkable given ’16’s weak
job growth, especially when compared to the growth of ’14. Houston created 117,800 jobs in
’14. Through the first 11 months of ’16, Houston added only 10,200 jobs. Data for the full year
won’t be available until later this month.
Several factors contributed to last year’s record performance. First, more homes were available
for purchase. ’14 began with 28,000 homes posted in the Houston Association of Realtors®
Multiple Listing Service database. Only 102,000 new listings came on the market over the next
12 months. Last year began with 32,000 in the MLS database; another 120,000 came on the
market during the year.
Second, buyers concerned about rising interest costs may have moved up their purchase decisions to lock in lower rates. According to the Federal Reserve Bank of St. Louis, the average
rate for a 30-year fixed mortgage was 3.4 percent in late August. By early January, the rate had
risen to 4.2 percent. The consensus among economists with the National Association for Business Economics is that the Federal Reserve will raise interest rates twice in ’17.
Third, the worst of the economic downturn is over. Job holders may feel less apprehensive
about their employment situations, and in turn be more willing to make long-term financial
commitments. Oil prices hit bottom in February, the North American drilling rig count in May,
the Purchasing Manager Index in June, and all have trended up since.
Fourth, for some buying a
home made more economic sense than renting
an apartment. The median
price for single-family
home in Houston averaged $220,000 last year.
With a 10 percent down
payment on 30-year mortgage at 4.2 percent interest, the house note is
$1,425 per month per
MortgageLoan.com. With
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HOUSTON—THE ECONOMY AT A GLANCE
a 20 percent down payment, the note drops to $1,240. By comparison, rent for a Class A apartment averaged $1,445 and a three-bedroom apartment (all classes), $1,227 per month in ’16.
Other factors may have also come into play—the market may still be enjoying pent-up demand
from the boom years, home investors may be showing more interest in Houston’s single-family
market, and job growth may be stronger than has been reported so far.
LOCAL SPENDING
Super Impact — Super Bowl LI will bring
ASSOCIATED WITH SUPER BOWL LI
an estimated $450 million in new spending to
Category
$ Millions
Houston in late January/early February.
Out-of-Town Visitors & Game Attendees
323.9
Those are the results of a study that Balti- Event Operations
26.9
more-based Rockport Analytics conducted Game & Broadcast Operations
68.6
for the Houston Super Bowl Host Commit- Other
30.9
tee. This windfall will originate from local Total
450.4
purchases by out-of-town visitors plus ex- Less Displaced Tourism Spending
-78.0
Net
Spending
372.0
penditures by television networks, the National Football League and other organiza- Source: Rockport Analytics
tions on the game, broadcast, promotions and events. Super Bowl LI will displace about $78
million in regular tourism activity, resulting in a net spending increase of $372 million.

Rockport was “purposely conservative” in preparing the analysis, focusing only on non-resident spending and money spent locally on broadcast operations, advertising, promotions and
preparations for the event. Where possible, the firm relied on actual spending rather than
budget estimates. Any estimates included in the analysis were checked against published
benchmarks such as historical sales tax collections. Softer benefits, such as media impressions,
were excluded from the analysis. For certain calculations, Rockport used the IMPLAN model,
VISITOR SPENDING ASSOCIATED WITH SUPER BOWL LI a software the Partnership also uses when
Category
$ Millions
estimating benefits of a corporate relocaRetail & Shopping
78.4
tion or expansion to Houston.
Hotels
Food & Beverage
Rental Cars & Commercial Vehicles
Entertainment
Other Ground Transportation
Other
Total Visitor Spending

78.9
78.2
24.0
29.9
18.6
15.9
323.9

The 10-day event is expected to bring
138,000 visitors to Houston. Only 76,500
will have tickets to Super Bowl LI. Some
550,000 visitor-days will be generated,
comprising 422,000 overnight stays and
128,000 day trips. Visitors will spend an
Source: Rockport Analytics
average of $600 per day in the region and
generate an estimated 262,000 room nights with an average daily room rate of $300 per night.
According to the Texas Governor’s Office of Economic Development and Tourism, the typical
Texas tourist spent about $130 per day in ’14.
Rockport estimates the event will support 5,840 jobs, pay nearly $264 million in wages, and
generate an additional $45 million in state and local tax revenues.
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Will It Hold? — OPEC’s agreement to curtail production took effect January 1, 2017. The
agreement calls for cartel members to cut 1.2 million barrels from daily production. Non-OPEC
members have agreed to cut an additional 600,000 barrels. It’s too soon to tell whether cartel
members and their allies are complying with terms of the deal. The agreement’s key weakness
is the lack of an enforcement mechanism. Some cartel members have ignored their production
quotas in past agreements. In a recent survey by the Federal Reserve Bank of Dallas, only 42
percent of respondents thought the agreement would hold.1
Energy’s outlook began to improve well before OPEC’s November agreement. Crude prices
bottomed at $26 a barrel in mid-February, the domestic rig count bottomed at 404 in late May
and both continue to trend upward. But that’s not enough. For a sustained recovery, oil needs
to top $60 and stay there for several months. Crude traded in the low $50s in early January.
The North American drilling fleet needs to add a few hundred more rigs as well. The 665
operating in early January is barely one-third the rigs operating at the September ’14 peak.
The industry’s mood is
more upbeat than this time
last year. The Dallas Fed’s
survey found most energy
firms reporting increases in
capital expenditures, employment levels and general level of business activity in Q4/16, the third consecutive quarter in which
the outlook improved.

ENERGY OUTLOOK IN THE FEDERAL RESERVE SYSTEM 11TH DISTRICT*
Responses to the Quarterly Survey of Energy Firms
% Firms Reporting Increases from Prior
Quarter
Q4/16
Q3/16
Q2/15
Q1/15
Level of Business Activity
51.0
44.2
31.6
13.9
Capital Expenditures
45.9
34.7
21.2
12.9
Supplier Delivery Times
7.1
6.8
4.2
8.2
Employment
18.4
13.1
11.2
9.0
Employee Hours
24.7
21.1
15.1
11.6
Wages and Benefits
24.8
10.4
8.6
7.3
*The district includes Texas, northern Louisiana and southern New Mexico.
Source: Federal Reserve Bank of Dallas Energy Survey
Business Indicator

Industrial Softens2 — Developers delivered 12 million square feet of manufacturing, warehouse, distribution and flex space in ’16. The market absorbed about 9 million. The gap between delivery and absorption nudged the vacancy rate to 5.8 percent in Q4/16. The year ended
with an average triple net asking rent of $7.16, up from $7.02 at the end of ’15, according to
real estate firm Newmark Grubb Knight Frank.
Between 4.6 and 6.5 million square feet of industrial space was under construction in Q4/16.
That figure compares with 7.4 million in Q3/16 and 12.8 million in Q4/15. According to JLL,
no new projects broke ground in the fourth quarter. About half of the space under construction
is preleased. While the vacancy rate is likely to creep up in ’17, this sector shouldn’t suffer the
1

Every quarter, the Federal Reserve Bank of Dallas surveys oil and gas firms located or headquartered in the Eleventh District.
Firms are asked whether their business activity, employment, capital expenditures, employment levels and other measures of business health have increased, decreased or remained unchanged compared to the previous quarter. Several topical questions are also
asked. The most recent survey was conducted December 14-22, 2016.
2
CBRE, Colliers, JLL and Newmark Grubb Knight Frank provided the data included in the commercial real estate section of this
newsletter.
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same turmoil as the office market. Manufacturing activity, as measured by the Houston Purchasing Managers Index, is on the rise. Tonnage through the Houston-Galveston Customs District continues to grow. And domestic exploration activity continues to improve. All factors
bode well for industrial leasing.
Office Glut Continues — Houston recorded -1.4 million square feet of office absorption in
’16. That’s on top of the -50,000 square feet recorded in ’15. That’s the first time since ’02 that
the market recorded consecutive years of negative absorption, notes JLL.
The year ended with 12 million square feet of sublease space on the market. In a healthier
economy, only 3 to 4 million square feet would be available. Another 30 million square feet of
direct space is available. The negative absorption, the large amount of vacant space, and the
glut of sublease space drove the effective office vacancy rate to 20.9 percent, the highest in 20
years per CBRE. Grubb Newmark places the rate even higher, at 26.6 percent.
Average rental rates have been decreasing over the last 6 months, notes Colliers. Landlords
that have been marketing the same large amounts of space for the past two years have dropped
their rates from $2.00 to $6.00 per square foot to compete with the long-term sublease spaces.
Only 2.7 million square feet of office space was under construction in Q4/16, down from 5.1
million in Q4/15 and 17.3 million at the Q3/14 peak. Absorption is tied to job growth, and job
growth will be weak this year and unlikely to approach normal levels until next year. Even
then, Houston has such an excess of space that it will take several years to absorb the glut. In
its Q4/16 report, CBRE estimates recovery for the downtown office market is three to five
years away, and for West Houston perhaps even longer.
Annual Office Absorption And Job Growth
Office Absorption
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Retail Remains Tight — Developers delivered 3.9 million square feet of retail space in ’16.
The market absorbed 4.0 million, keeping the vacancy rate nearly unchanged at 5.7 percent.
The retail market remains healthy for several reasons. The sector is still trying to catch up on
the population growth of recent years. Houston’s suburbs continue to expand and “retail always
follows rooftops.” And several new retailers are entering the market, including 365 (Whole
Foods value store), AmazonFresh (grocery delivery service), CB2 (modern furniture and home
décor), Field & Stream (sporting goods), Lidl (German discount supermarket) and PGA Tour
Superstore (golf accessories).
Apartments Stumble — Developers delivered 21,000 apartments to the market in ’16. The
market absorbed one-fifth of that. Overall occupancy stood at 88.5 percent in December, down
from the 90.5 percent the year before. Houston absorbed more than 14,000 Class A units, but
at the expense of Class B, C and D properties, and then only by offering large concessions.
Occupancies and rents in sub-A markets have begun to slip as well.
HOUSTON APARTMENT MARKET
Class

Units*

Avg. Monthly Rent - $ Avg. Occupancy % Absorption
In ’16
Dec ’15
Dec ’16 Dec ’15 Dec ’16
1,420
1,482
80.4
79.6
+14,435
949
933
91.4
93.4
-5,070
747
755
93.3
91.2
-4,409
609
611
90.5
89.1
-761
968
966
90.5
88.5
+4,195

A
142,530
B
248,153
C
189,124
D
46,130
Total/Avg. 626,027
*as of December ’16
Source: Apartment Data Services

In a normal environment,
rents would escalate 3-4
percent per year; in a hot
market, 8-10 percent. Average rents held flat in ’16.
Given the current glut,
rents are unlikely to rise
for another year or so.

More than 15,000 units
were under construction at the end of ’16. An industry rule of thumb states that one apartment
unit is absorbed for every six jobs created. If that holds true, the region will need to create
90,000 jobs to absorb all units now under construction. Houston’s unlikely to reach that mark
for several years.
Moderate Job Growth Forecast for ’17 — The Partnership forecasts that metro Houston will
create 29,700 jobs in ’17. That’s a 1.0 percent annual growth rate. Over the past 25 years,
Houston’s growth has averaged 2.1 percent per year. In a healthier economy, Houston would
create 50,000 to 60,000 jobs per year. The region, however, created only 15,200 jobs in ’15
and is on track to have created about 22,000 in 16. (Year-end data are due later this month.)
Those figures pale in comparison with the 117,800 jobs in ’14.
The Partnership’s employment forecast calls for growth in manufacturing, wholesale trade,
retail trade, finance and insurance, real estate, business, professional and technical services,
educational services, health care, administrative services, arts and entertainment, hotels and
food services, other services, and government. The forecast calls for job losses to continue in
energy exploration and production, oil field services, construction and information. The full
forecast can be found under the economy tab at the Partnership’s website or by clicking here.
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SNAPSHOT — KEY ECONOMIC INDICATORS
Aviation — The Houston Airport System handled 45.4 million passengers through October
’16, down 0.6 percent from 45.6 million during the same period in ’15. Domestic passengers
totaled 35.6 million, down 3.1 percent from 36.8 million YTD in ’15. International passengers
totaled 9.7 million, up 10.0 percent from the 8.8 million YTD in ’15.
Building Permits — City of Houston building permits totaled $6.2 billion for the first 11
months of ’16, down 18.5 percent from $7.6 billion in the same period last year, according to
the city’s Department of Public Works & Engineering Planning & Development Services.
Employment —Houston added 5,700 jobs in November, bringing total nonfarm employment
to 3,031,500. The reported job growth was well below the 25-year average of 11,600 net new
jobs for November and reflects the lingering weakness from the downturn in the oil and gas
industry. Though growth was weak, employment reached a new peak that month.
Inflation — The cost of consumer goods and services as measured by the Consumer Price
Index for All Urban Consumers (CPI-U) rose 1.7 percent nationwide from November ’15 to
November ’16, according to the U.S. Bureau of Labor Statistics. Core inflation (all items less
the typically volatile food and energy categories) increased 2.1 percent since November ’15.
Purchasing Managers Index — The Houston Purchasing Managers Index (PMI), a shortterm leading indicator for regional production, registered 50.7 in December, signaling economic expansion in metro Houston for the third month since December ’14, according to the
latest report from the Institute for Supply Management-Houston (ISM-Houston). The PMI has
risen steadily since June.
Sales Tax Collections — City of Houston sales tax collections totaled $630.2 million through
December, down 8.1 percent from $659.3 million from the same period in ’15.
Unemployment — In November, Houston’s unemployment rate was 4.9 percent; Texas, 4.2
percent; the U.S., 4.4 percent. In the Great Recession, Houston’s unemployment rate peaked
at 8.8 percent in January ’10 and again in June ’11. Houston’s historic peak was 12.9 percent
in June’86; the historic low, 3.1 percent in April ’81. Rates aren’t seasonally adjusted.
Vehicle Sales — Houston-area auto dealers sold 22,660 vehicles in November, a 7.6 percent
decrease from the 24,519 sold in November the previous year, according to TexAuto Facts,
published by InfoNation, Inc. of Sugar Land. November marks the 11th consecutive month
of over-the-year declines in vehicle sales in Houston.
Patrick Jankowski, Josh Pherigo, and Jenny Philip
contributed to this issue of
Houston: The Economy at a Glance
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STAY UP TO DATE!
To access past issues of Economy at a Glance, please click here.
If you are a not a member of the Greater Houston Partnership and would like to subscribe to
Economy at a Glance, please click here and enter your email address. For information about
joining the Greater Houston Partnership, call Member Engagement at 713-844-3683.
The Key Economic Indicators table is updated whenever any data change — typically, 11 or so
times per month. If you would like to receive these updates by e-mail, usually accompanied by
commentary, please email your request for Key Economic Indicators to aellis@housto.org with
your name, title and phone number and your company’s name and address.
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Sources
Rig Count
Spot WTI, Spot Natural Gas
Houston Purchasing Managers
Index

Baker Hughes Incorporated
U.S. Energy Information Admin.
National Association of
Purchasing Management –
Houston, Inc.
Electricity
CenterPoint Energy
Building Construction Contracts McGraw-Hill Construction
City of Houston Building Permits Building Permit Department,
City of Houston
MLS Data
Houston Association of Realtors
Employment, Unemployment
Texas Workforce Commission
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Port Shipments
Aviation
Car and Truck Sales
Retail Sales
Consumer Price Index
Hotels
Postings, Foreclosures
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Port of Houston Authority
Aviation Department, City of
Houston
TexAuto Facts Report, InfoNation, Inc.,
Sugar Land TX
Texas Comptroller’s Office
U.S. Bureau of Labor Statistics
PKF Consulting/HospitalityAsset
Advisors International
Foreclosure Information &Listing
Service
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Goods-Producing and Service-Providing Employment
Houston MSA
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Unemployment Rate - Houston, Texas and U.S.
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Spot Crude and Natural Gas Prices
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Houston Purchasing Managers Index
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