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Despite the concentration of energy-related employment and 
Hurricane Harvey’s temporary market disruption, Houston’s 
economic progress continues to prove the city’s resilience 
and diversity. Key indicators of economic growth suggest that 
Houston made large strides toward a full recovery in 2017. 
Payroll employment reached an all-time high and energy prices 
began to stabilize as demand for crude increased. Manufacturing 
and foreign trade activity also increased as Houston’s production 
of durable goods and chemical products offset losses in the E&P 
sector. 

EMPLOYMENT
The Houston MSA, which includes 6.9 million residents (per 
preliminary estimates by Texas Department of State and Health 
Services), added 46,000 new jobs in 2017. While this figure 
compares modestly to the robust growth figures in 2012, 2013, 
and 2014, it marks a significant turn in the rebound of Houston’s 
local economy. Per Transwestern’s “2017 Year-End 2017 Report,” 
Houston added 63,000 jobs in the fourth quarter alone. (The 
discrepancy between year-end net job growth and fourth quarter 
job growth is attributable to job losses caused by the effects of 
Hurricane Harvey.) The Texas Department of State and Health 
Services estimates that the Houston MSA population grew by 
more than 155,380 residents in 2017. As such, Houston continues 
to be a highly desirable place to live. 

Houston’s unemployment rate as of December 2017 was 4.3 
percent, down from 5.3 percent in December 2016 (per Greater 
Houston Partnership and Texas Workforce Commission data). 

The figures in the Employment Growth chart (top right) suggest 
that a diverse group of industries supports Houston’s economy. 
Employment gains were highest in the employment services, 
manufacturing, government, professional services, and health 
care sectors. The mining and logging sector, which primarily 
consists of oil and gas companies, only lost 400 net jobs. This is 
due to the surge in hiring of oil field service workers at the end 
of the year, which offset losses in the E&P sector. Historically 
Houston has not been able to add significant jobs unless the 
mining and logging sector employment picture was positive. In 
2017, Houston proved that the city can create significant job 
growth despite negative energy employment. 

HOUSTON’S ECONOMY WEATHERS THE STORM: 
City Moves Full-Steam Ahead as Flood Waters Recede

According to the Greater Houston Partnership, changes in the 
employment services sector often serve as an indicator of 
broader economic trends: “As the economy improves, firms often 
rely on contract workers before hiring permanent full-time staff.” 
As such, the significant job growth in the Employment Services 
sector of the economy may serve as an indicator that Houston’s 
economy is on the road to achieving full recovery. 

The Houston MSA nearly tripled job growth over prior-year levels 
in 2017, and the Greater Houston Partnership forecasts that the 
Houston MSA will add an additional 45,500 jobs in 2018. Despite 
modest growth in 2017, payroll employment reached an all-time 
high of 3,082,000 employees. Drivers of this growth are linked 
to the greater U.S. and global economies, which rely heavily on 
goods manufactured or produced in Houston. (Source: Greater 
Houston Partnership’s “Economy at a Glance” January 2018 and 
February 2018)

ENERGY’S STEADY CLIMB
The energy sector’s outlook continues to improve as oil prices 
increase and advanced drilling technology allows for greater 
production efficiencies. Per the U.S. Energy Information 
Administration (EIA), WTI crude front-month futures closed at 
$65.80/barrel on February 1, 2018, which is $5.82/barrel higher 
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INDUSTRY NET GAIN/(LOSS)
Mining & Logging (400)
Construction (800)
Manufacturing 8,800
Wholesale & Retail Trade 800
Transportation, Warehousing, Utilities (1,400)
Finance 3,800
Professional, Scientific, and Technical Services 7,500
Employment Services 10,700
Health Care 6,400
Accommodation and Food Services 2,600
Government 8,000
TOTAL 46,000
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than December 2017 average spot prices. While crude oil prices 
have reached their highest level in three years, volatility for 
crude oil options remains low. The EIA reports that the implied 
volatility for crude oil (monthly average, as of January 2018) 
reached its lowest level since September 2014. Increased oil 
prices and decreased volatility indicate that the energy sector’s 
recovery is well underway. The EIA also anticipates that U.S. oil 
output may exceed Saudi Arabia and Russia’s output in 2018, 
which would make the U.S. the largest oil producer in the world.

Over the past several years, the U.S. energy industry has 
adapted to exploration efficiency and increased focus on 
profitability. Per the Houston Chronicle, the current U.S. rig 
count (as of February 16, 2018)   is up to 975, which represents 
a rapid increase in drilling activity from May 2016, where the 
U.S. rig count reached a historic low (404 rigs). The current rig 
count in the Permian Basin is 433 rigs, which is greater than 
the total U.S. rig count in May 2016 and more than half of the 
current national rig count. (Source: Houston Chronicle, U.S. 
Energy Information Administration’s “Short Term Energy Outlook” 
February 2018)

Initial output per well has nearly doubled in the Eagle Ford since 
October 2014, has more than doubled in the Permian, and is 
two and half times what is was three years ago in the Bakken, 
according to the Greater Houston Partnership’s January 2018 
edition of “Economy at a Glance.” Demand for crude continues to 
grow as Venezuelan oil outputs rapidly decline and OPEC leaders 
consider the extension of agreements to cut oil production. The 
EIA, IEA, and OPEC preliminary reports estimate that crude 
grew by 1.3 - 1.5 million barrels/day in 2017, and forecast that 
crude will grow an additional 1.3-1.6 million barrels/day in 2018. 
While crude oil prices are unlikely to reach 2014 levels in the 
foreseeable future, greater production efficiencies coupled 
with increasing demand and decreasing market volatility should 
contribute towards a more stabilized market in 2018. (Source: 
Greater Houston Partnership’s “Economy at a Glance,” January 
2018)

OTHER ECONOMIC INDICATORS
In addition to recent job growth and stabilizing energy prices, 
other growth metrics including foreign trade, home sales, 
and the Purchasing Managers Index indicate that Houston’s 
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economy expanded in 2017. According to the Greater Houston 
Partnership’s February 2018 edition of “Economy at a Glance,” 
Houston ranked as the second-busiest U.S. port in terms of 
total tonnage and the seventh-busiest U.S. port in total cargo 
value in 2017. Further, the total value of shipments that passed 
through the Port of Houston was 19.1 percent higher than 2016 
levels.  Robust trade growth is expected to continue given 
increased demand for refined products and chemicals, improved 
commodities prices, the deepening and widening of the Panama 
Canal, and the government’s elimination of restrictions on 
exports of U.S. crude. 

2017 was a watermark year for home sales in Houston. Single-
family home transactions increased 3.5 percent over 2016 levels 
with nearly 80,000 transactions. Total single-family transaction 
value reached $23.1 billion, which is a 6.5 percent increase over 
total transaction value in 2016. Housing inventory dropped from 
3.4 months of supply in December 2016 to 3.2 months of supply 
in December 2017. Despite the disruption in the housing market 
caused by Hurricane Harvey, Houstonians managed to transact 
on more homes than ever before. 

The Purchasing Managers Index, which serves as a key short-
term metric for regional production, indicated expansion of 
Houston’s local economy in 2017. According to the Greater 
Houston Partnership, Houston’s PMI measured above 50 
throughout all of 2017 except for the three months impacted 
most by Hurricane Harvey. (Scores above 50 indicate that the 
economy is in an expansionary period.) Prior to 2017, Houston’s 
PMI level remained below 50 for 21 consecutive months, 
indicating that the economy was in a period of contraction. As of 
January 2018, Houston’s PMI was 54.8. (Source: Greater Houston 
Partnership’s “Economy at a Glance,” February 2018)

Given the improvement across all core growth metrics in 2017, 
coupled with the robust growth of Houston’s foreign trade 
business and the stabilization of the energy industry, Houston’s 
forecast for the coming year remains bullish. Projected growth in 
sectors such as international trade, health care, manufacturing, 
and professional services should further diversify Houston’s 
economy and prepare the city for meaningful growth. v


