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has outperformed most states and the United States

as a whole over the last decade. However, it may
be surprising to learn that by the end of 2015, 11 states
still had not returned to their prerecession employment
levels.

It should come as no surprise that the Texas economy

Texas had matched its prerecession nonfarm employ-
ment peak by the end of 2011, a period of only three
years. The U.S. took seven years, attaining parity in 2014.

Based on the Federal Housing Finance Agency’s
(FHFA) home price index, home prices in ten of those

11 states also had not returned to their prerecession
highs by the end of 2015. Housing prices in the U.S.
ended 2015 barely above their prerecession peak as well.
While Texas recorded a small dip in home prices during
the recession, it was nothing like the double-digit drops
in many states.

Why did Texas employment and home prices perform
so much better than the 11 hardest hit states and the U.S.
overall during one of the worst economic downturns in
decades (Tablel)?

The Takeaway

A relationship exists between employment and
housing prices. In states where employment did

not recover to pre-Great Recession levels, housing
prices have yet to recover as well. Both reflect the
economic performance of the region.

The general thought is that a boom in oil and gas activity
occurred at just the right time to carry Texas through the
recession. That is indeed part of the story, but head-to-
head data comparisons reveal that Texas has been at a
comparative advantage for some time.

Migration Has Favored Texas

Eight of the states that had not recovered experienced
net outmigration over the entire 11-year analysis period
(Table 2). Connecticut, Michigan, New Jersey, and
Rhode Island have seen net domestic outmigration
every year since 2005. By contrast, Texas experienced
fairly consistent positive domestic migration, indicating



Data Used for Comparisons

The analysis period spans 11 years, from the beginning of 2005 to the end of 2015.
The starting point was chosen because the run-up to housing bubbles and prerecession
employment peaks was still in its early stages.

Employment data were acquired from the U.S. Bureau of Labor Statistics (BLS). Quar-
terly data were calculated by using average monthly employment during each quarter.
This was necessary to match the FHFA's housing quarterly index.

Haver Analytics is the source for FHFA's index data. Although several variations are
available, the “purchase only” House Price Index (HPI) was used for this analysis. The
HPI is a broad measure of changes in single-family home prices. It is a “weighted,
repeat-sales index,” meaning that it measures average price changes in repeat sales of
the same properties over time. The “purchase only” option excludes any refinancings.

U.S. Census Bureau data from the Real Estate Center’s website were used to showcase
annual net domestic migration patterns between the states over the study period. No
examination of births over deaths or international migration was done. The goal was to
use changes in domestic migration as a proxy for a state’s economic attractiveness.

long-term economic attractiveness relative to other
states.

Peaks and Troughs Offer Insights

The percentage of decline in both total nonfarm employ-
ment and home prices reveals how hard some states
were hit during the last recession (Table 1). While Texas
only suffered 4 percent declines in both categories,
Nevada was saddled with an almost 60 percent decline
in home prices. Nevada’s total nonfarm employment
dropped 14.9 percent, but employment in the construction
sector dropped a devastating 67 percent peak to trough.

Relocations occur from being “pulled to” a new loca-
tion, “pushed from” an existing one, or both. Individuals
may be pulled to other states by the prospect of better
jobs, more affordable housing, or better climate. They
may be pushed to leave a state by such things as job loss
or a particularly burdensome tax structure.

All domestic migration, either positive or negative, was
generally restrained

during the height Table 1. Percent Change in Nonfarm Employment vs Housing Prices

of the recession in
2010 and 2011. This
would be expected as
individuals often find
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it difficult to relocate ~ U.S. -7.9 -20.7 12.1 26.5 3.3 0.3
during recessions. Texas -4.6 —4.1 17.7 33.3 12.3 27.8
Possible reasons Alabama -8.5 -15.5 6.3 14.0 -2.8 -3.6
include perceived Connecticut -8.8 -20.9 7.9 4.9 -1.6 -17.1
lack of better eco- Maine -8.8 -11.6 7.2 11.8 -2.3 -1.2
nomic opportunities M!ch.lgfm . -15.0 -32.2 14.5 38.3 2.8 —6.2
. Mississippi -7.3 -13.9 6.4 13.9 -1.3 -1.9
elsewhere, decline in -y 7.5 _15.6 7.4 18.3 0.7 0.1
home values below a  \¢\44a -14.9 -59.6 15.5 78.5 -1.7 -27.9
homeowner’s mort-  New Jersey -8.4 213 8.5 9.0 -0.5 -143
gage payoff, or sim- New Mexico -7.0 -18.1 4.9 8.9 2.4 -10.8
p]y fear of change in Rhode Island -10.9 -28.2 10.0 16.1 -2.0 -16.7
uncertain times. Wyoming -10.7 -10.7 5.6 18.2 5.7 5.6

Quarterly data from Q12005 thru Q42015 for Texas and 11 states not yet recovered from prerecession employment peak.
Source: Haver Analytics



A consistent pattern emerged when comparing the mag-
nitude of employment and housing price declines in the
U.S. and every state except Texas, where it is about the
same (Table 1). The housing price troughs were always
greater than the employment declines.

One possible explanation is that Texas avoided the
residential home overbuilding that other states did not,
which caused housing bubbles that collapsed and led
into the recession.

The same pattern is observed in the recovery that oc-
curred from the troughs to the end of the analysis period,
except in Connecticut. Housing price rebounds were al-
ways greater than the rebounds in nonfarm employment.

The trend toward greater change in home prices than

in employment for Texas and the U.S. overall is shown
in Figure 1. The data are indexed to a starting base of
100 in 1Q2005, which creates a level playing field for
examining the changes in magnitude during the analysis
period.

The U.S. home price bubble is obvious in the early years
(Figure 1), a trend not present in the Texas housing
prices.

Over the analysis period, nonfarm employment peaks
always occurred after housing prices had peaked. The
range of lag times varied from one to six quarters (Fig-
ure 1 and Table 3).

Table 2. Net Annual Domestic Migration by State

2005-15
Year > AL cT MA Ml MS MO NV NJ NM RI wY
2005 53210 16,256  —17,446 2,713 —57,347 590 7,761 52,464  —67,216 6,958 10,940 315
2006 232,616 33,752  —15,075 1,543  —70,056 —19,588 14,264 54,069 76,853 7,822 —10,502 3,252
2007 129,966 16,826 20,678 172 -87,176 3,968 6,383 40,769 67,751 5940 -11,151 6,678
2008 131,171 16,927  —-9,257 411 -103,637  -1,576  -2,920 15,622 -51,234  -2,139  -7,498 5,302
2009 143,423 11,044  —7,824  -2,937 -87,339  -5,529 124 -3,801 31,690 3366 6,172 7,192
2010 29,950 537 273 -1,259 -18,052 1,048 276  -2,731  -8,503 2,003 1,132 _94
2011 115,222 11 —13,351 91  —43,108  -5779 13,426 7,410 —44,996 92 6469 216
2012 141,906 —929  -19,076 586 33,437 5659 —13,454 14524 -49289  -7,117  -5137 5516
2013 116,921 1,838 -17,007  -1,317 -28,825 4776  -7,792 13,437 -45678 -10,658  —5049 2,603
2014 162,390 2,816 27,211 646 —28,797 9,007  -8,126 23,452 55,474 14,099  -3,263 -2,795
2015 170,103  —2,268 27,619  -1,718 -38,911 -12,230  -8,744 27,959 65254 -13,7352  -4,693 1,885
g‘;m“('jti‘(’)ess 1,426,878 96,810 174,817  —2,585 -596,685 60,634 26,454 228354 -563,938 21,094 72,006 25,868
2015 Population 7 40 114 4858979 3,590,886 1,329,328 9,922,576 2,992,333 6,083,672 2,890,845 8,958,013 2,085,109 1,056,298 586,107

Estimate

Source: Real Estate Center at Texas A&M University

Table 3. Chronology of Prerecession Peaks and Post-Recession Troughs for
Nonfarm Employment and Housing Prices

Employment

Employment

Peak Date Lead (+)/Lag (-) Trough Date Lead (+)/Lag (-)
Employment vs Housing Price Quarters Employment vs Housing Price Quarters

uU.S. 4Q2007 - 1Q2007 =3 1Q2010 - 2Q2011 (+)5
Texas 4Q2008 — 3Q2008 (=1 1Q2010 - 1Q2011 (+) 4
Alabama 4Q2007 — 3Q2007 1 1Q2010 - 1Q2011 (+) 4
Connecticut 4Q2007 — 2Q2006 ©6 1Q2010 — 1Q2012 +)8
Maine 3Q2007 - 2Q2007 )1 1Q2010 — 1Q2012 (+)8
Michigan 4Q2005 - 3Q2005 1 1Q2010 - 1Q2011 (+) 4
Mississippi 4Q2007 - 2Q2007 ()2 1Q2010 — 1Q2011 (+) 4
Missouri 2Q2008 - 3Q2007 =3 1Q2010 - 1Q2011 (+) 4
Nevada 2Q2007 — 1Q2006 )5 1Q2010 - 4Q2011 (+)7
New Jersey 4Q2007 - 2Q2006 )6 1Q2011 - 1Q2012 (+) 4
New Mexico 4Q2007 - 2Q2007 )2 1Q2012 — 1Q2012 0

Rhode Island 4Q2006 - 2Q2006 @2 1Q2010 - 1Q2013 (+) 12
Wyoming 3Q2008 — 3Q2007 O 4 1Q2010 — 4Q2011 +)7

Quarterly data from 1Q2005 thru 4Q2015 for Texas and 11 states not yet recovered from prerecession employment peak.

Source: Haver Analytics



Figure 1. Comparing Changes in Housing Prices Prerecession housing prices peaking

and Nonfarm Employment for
Texas and United States

before employment was not expected.
Logically, employment would peak and
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break over and follow employment
down. After seasonally adjusting the
data, employment did in fact decline be-
fore home prices, as would be expected.

Importance of Goods-
Producing Jobs

Nonfarm employment is divided into two

categories: service-providing and goods-
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Note: Housing Index Series is derived from "FHFA House Price Index, Purchase Only"

not seasonally adjusted data
Source: Haver Analytics

Furthermore, nonfarm employment always reached a
trough before housing prices, except in New Mexico
where it occurred simultaneously. Lead times ranged
from four to 12 quarters.

Employment reaching a bottom before home prices
would be expected. Declining job growth would typi-
cally lead to an expectation of further job losses. This
should continue to negatively affect home prices until a
turnaround in employment changes market expectations
to future job growth.

3 2014 2015 producing employment. The percentage

of jobs in each at the beginning and the end
of the study period is shown in Table 4.

The change in these percentages shows
a shrinking percentage of jobs in the goods-producing
sector. The shift to more service jobs, which has been
occurring for several decades, is observed in the U.S. as
a whole and every state except Wyoming.

By 4Q2015 eight to nine out of every ten jobs were
service-providing jobs, depending on the state. Texas
had an absolute increase of 221,300 in goods-producing
jobs between 2005 and 2015. However, the much larger
increase in service sector jobs still caused the goods-
producing percentage to shrink.

Table 4. Changes in Service-Providing Jobs, Goods-Producing Jobs From 1Q2005 to 4Q2015

Employment Levels as of 1Q2005 Employment Levels as of 4Q2015 Change from 1Q2005

Total Service- Goods- Service- Goods- Service Goods

Nonfarm Providing  Producing Nonfarm Providing  Producing Percent Percent

Employment  (Percent) (Percent) Employment  (Percent) (Percent) Change Change
U.S. 131,541,667 83.7 16.3 143,975,667 86.3 13.7 2.6 -2.6
Texas 9,560,433 83.3 16.7 11,985,133 84.8 15.2 1.5 -1.5
Michigan 4,317,333 80.4 19.6 4,311,967 82.5 17.5 2.1 -2.1
New Jersey 3,955,833 87.8 12.2 4,092,233 90.4 9.6 2.6 -2.6
Missouri 2,678,800 83.3 16.7 2,807,333 86.4 13.6 3.0 -3.0
Alabama 1,911,800 78.7 21.3 1,964,700 82.2 17.8 3.5 =3.5
Connecticut 1,635,400 84.3 15.7 1,696,067 87.1 12.9 2.8 -2.8
Nevada 1,180,400 84.7 15.3 1,277,633 89.9 10.1 53 -5.3
Mississippi 1,127,833 79.0 21.0 1,148,633 82.7 17.3 3.7 -3.7
New Mexico 793,067 87.1 12.9 833,000 88.5 11.5 1.4 -1.4
Maine 590,967 84.6 15.4 614,633 86.8 13.2 2.1 -2.1
Rhode Island 478,467 84.4 15.6 490,933 87.7 12.3 3.3 -3.3
Wyoming 251,700 80.9 19.1 286,967 80.6 19.4 -0.3 0.3

U.S. Total 131,541,667 110,036,000 21,505,667 143,975,667 124,246,667 19,729,000 14,210,667 1,776,667
Texas Total 9,560,433 7,963,900 1,596,533 11,985,133 10,167,300 1,817,833 2,203,400 221,300

11 States w/o Texas 18,921,600 15,746,867 3,174,733

Ranked by largest to smallest nonfarm employment.
Source: Haver Analytics

19,524,100 16,804,733 2,719,367 1,057,867 —455,367



Of the 11 nonrecovered states, only Wyoming had more
goods-producing jobs at the end of 2015 than at the
beginning of 2005. The increase is primarily a result of
significant increases in construction employment.

How much larger the job losses were peak to trough in
the goods-producing sector compared with the service
sector is shown in Table 5. Texas had the smallest per-
centage loss in goods-producing jobs at —15.4 percent,
while Nevada experienced the largest loss at —51.8 percent.

Although the recovery from the troughs was strong in
some cases, every state and the U.S. overall ended up
with fewer goods-producing jobs at the end of 2015
compared with their prerecession peaks. However, the
net decline was significantly smaller in Texas (—1.3%).
All other states and the U.S. had double-digit declines.

Service-providing employment is beyond or close to the
prerecession peaks for the nonrecovered states and the
U.S. overall (Table 5). One service sector subcategory,
education and healthcare, never reached a trough during
the study period in any region. The anchor holding back
the lagging states is insufficient return of jobs in the
goods-producing sector compared with Texas.

Three subcategories make up the goods-producing
sector: manufacturing, construction, and mining and log-
ging. Data shows that manufacturing provided the bulk
of goods-producing jobs in the U.S. overall and most of
the nonrecovered states (Table 6). The exceptions are

Nevada, New Mexico, and Wyoming. In Texas, about
half the goods-producing jobs have been in manufacturing.

The ratio of manufacturing jobs from 2005 to 2015 has
declined in the U.S. overall and every state except Nevada.
However, the Nevada increase is due more to a loss in the
construction sector than a gain in the manufacturing sector.
Nevada lost 4,767 jobs in manufacturing since the begin-
ning of 2005. The construction subsector lost 51,767 jobs.

The higher percentage of mining and logging jobs in
Texas, primarily upstream oil and gas jobs, is evident in
Table 6 as well. Even with the 2015 downturn in oil and
gas activity, the sector still represented 14.1 percent of
all goods-producing jobs in Texas.

Texas Not One-Trick Pony Anymore

A number of factors have contributed to the state’s suc-
cess, including a favorable tax and regulatory environ-
ment, affordable housing, and a good quality of life.
These positive attributes have given businesses incentive
to locate here, resulting in years of solid employment
opportunities.

The home price and employment numbers show Texas
has consistently outperformed most of the country, espe-
cially the 11 unrecovered states, for more than a decade.

Although the service-providing sector now dominates
employment, the value of goods-producing jobs can-
not be underestimated. Most of the goods-producing

Table 5. Percent Changes in Service-Providing Employment vs
Goods-Producing Employment

Peak to Trough Trough to 4Q2015 Peak to 4Q2015
Percent Change Percent Change Percent Change
Service- Goods- Service- Goods- Service- Goods-
Providing  Producing  Providing Producing  Providing Producing
u.s. 5.1 -25.1 11.7 14.8 6.0 -13.9
Texas -2.9 -15.4 18.3 16.7 14.9 -1.3
Alabama -5.3 -24.0 6.5 7.4 0.9 -18.3
Connecticut 6.7 -21.6 8.3 5.3 1.0 -17.5
Maine —6.5 -24.7 6.7 10.8 -0.2 -16.6
Michigan -10.0 -36.2 10.9 35.2 -0.2 -13.8
Mississippi —4.1 —22.2 6.9 4.3 2.5 -18.8
Missouri —4.6 -26.5 6.8 11.1 1.9 -18.4
Nevada -9.9 -51.8 15.0 27.3 3.6 -38.6
New Jersey -6.2 -28.0 8.6 8.0 1.8 -22.2
New Mexico -4.8 -25.1 5.0 8.0 0.0 -19.1
Rhode Island 7.6 -31.4 9.8 12.7 1.5 -22.7
Wyoming -6.2 -25.9 5.4 6.4 -1.1 -21.2

Quarterly data from Q12005 thru 4Q2015 for Texas and 11 states not yet recovered from prerecession employment peak.

Source: Haver Analytics



Table 6. Ratio of Goods-Producing Jobs by Subsector

Employment Ratios as of 1Q2005 Employment Ratios as of 4Q2015 Ratio Change from 1Q2005 to 4Q2015
Manufacturing  Construction Mining and Manufacturing  Construction Mining and Mining and
% of Goods- % of Goods- Logging % % of Goods- % of Goods- Logging % Manufacturing  Construction Logging
Producing Producing of Goods- Producing Producing of Goods- Percent Percent Percent
Jobs Jobs Producing Jobs Jobs Jobs Producing Jobs Change Change Change
uU.s. 65.9 31.3 2.8 62.5 33.6 3.9 -3.4 2.2 1.2
Texas 55.9 343 9.9 47.6 38.3 14.1 -8.2 4.0 4.2
Michigan 79.4 19.7 0.9 78.8 20.2 1.0 -0.6 0.5 0.1
New Jersey 67.9 31.8 0.3 60.7 38.9 0.4 7.2 7.1 0.0
Missouri 69.9 29.0 1.1 68.0 30.9 1.1 -1.9 1.9 0.0
Alabama 71.8 25.0 3.1 73.6 233 3.1 1.8 =17 0.0
Connecticut 76.2 23.5 0.2 72.7 27.0 0.3 -3.5 3.5 0.0
Nevada 26.0 68.6 5.5 32.8 56.3 10.9 6.9 =12.3 5.4
Mississippi 76.1 20.3 3.6 72.3 23.9 3.8 -3.9 3.6 0.2
New Mexico 34.6 49.7 15.7 28.7 46.7 24.6 -5.9 -3.0 8.9
Maine 67.4 29.5 3.2 63.1 33.8 3.1 —4.3 4.3 0.0
Rhode Island 74.8 249 0.3 69.2 30.4 0.3 5.6 5.5 0.1
Wyoming 19.6 36.1 44.3 17.9 41.6 40.5 -1.7 5.5 -3.7

States are ranked by largest to smallest nonfarm employment.
Source: Haver Analytics
Figure 2. Goods-Providing Wages

Over Service-Providing Wages
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Notes: Seasonally adjusted and detrended. Total wages divided by number of employes.
Source: Bureau of Labor Statistics

jobs are in “basic” industries that bring in revenue from  Unlike most other states, Texas has offered a more even
outside the state while also promoting increased local mix of manufacturing, construction, and mining and log-
service-sector job growth. ging jobs. While the manufacturing subsector continues
its gradual decline, construction and mining and logging
jobs tend to fluctuate both up and down over the long-
term. As a result, Texas has been better positioned for
future economic growth and less volatile home prices. #

They also typically pay higher salaries than the service
sector. Wages paid per employee in goods-producing
jobs averaged approximately 20 percent higher than
service-producing wages from 1Q2005 to 3Q2015 at
the national level (Figure 2). This difference is present
in all the unrecovered states and in Texas, where wages Dr. Hunt (hhunt@tamu.edu) and Dr. Torres (ltorres@
per employee in goods-producing jobs are on average 47  mays.tamu.edu) are research economists with the Real
percent higher, one of the highest registered differences. ~ Estate Center at Texas AGM University.
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