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Economy

+ In the past 12 months, employers in Houston have cut payrolls by 2.7 per-
cent, eliminating 69,200 jobs. All of the layoffs occurred in the past two
quarters; losses total 69,400 workers year to date.

+ The manufacturing sector, which steadily added jobs through 2008, has
been a considerable source of economic contraction so far this year. During
the first half of 2009, 15,200 manufacturing positions were trimmed, a 6.2
percent decline.

+ Following several years of robust growth, employment in Houston is clearly
weakening. In June, the local unemployment rate increased 110 basis points
from May to 8 percent. One year ago, unemployment was just 5 percent.

¢ Outlook: Job losses should ease in the third quarter, and employers will
likely make modest additions to payrolls late in the year. On the whole,
metrowide employment is forecast to contract by 3.1 percent, or 80,000 jobs,
in 2009.

HousING AND DEMOGRAPHICS

+ Permitting activity has slowed in response to weaker economic conditions.
During the past 12 months, 19,100 single-family housing permits have been
pulled, a 39 percent decline. The drop-off in multi-family permit issuance
is more considerable; developers have been issued 9,500 permits in the last
year, a reduction of 50 percent.

+ The Houston area has been largely immune to the housing downturn. The
median home price dipped just 5.7 percent year over year to an estimated
$142,800 in the second quarter.

+ The median household income of $54,100 annually is $14,200 more than the
amount required to afford a median-priced home, using traditional financ-
ing. Affordability is increasing; one year ago, the surplus was $9,300.

+ Outlook: While the monthly mortgage payment on a median-priced home
is approximately $50 less than the average Class A asking rent, uncertainty
in the job market will encourage residents to choose rental housing.

CONSTRUCTION

+ Builders have completed 14,300 units in the past year, increasing area stock
by 3.1 percent. Approximately 6,800 units were delivered in the first half of
2009, including 4,600 units in the second quarter.

+ Roughly 8,600 rentals are under construction, nearly all of which are ex-
pected to be completed by year end. An additional 8,000 units are planned,
although softening fundamentals could cause some projects to be delayed
until conditions begin to firm.

¢ Projects totaling approximately 3,300 units are under construction in the
Montrose/River Oaks submarket. The new units will represent a 10 percent
increase to the area’s apartment inventory.

+ Outlook: In 2009, 12,800 apartments will come online, nearly identical to

last year’s total. An average of 9,000 units have been completed annually
over the past five years.
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