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THE BROADER
ECONOMY



DECELERATING, ALBEIT
ELEVATED INFLATION

STILL-STRONG LABOR
MARKET

UNCERTAINTY OVER
FUTURE RATE HIKES

ROBUST CONSUMER
BALANCE SHEETS



CONSUMER INFLATION COOLING, BUT
STILL ELEVATED

Source: Bureau of Labor Statistics



PRODUCER INFLATION DOWN OVERALL,
BUT TICKED UP IN SEPT. ‘23 

Source: Bureau of Labor Statistics



LABOR MARKET REMAINS STRONG

Source: Bureau of Labor Statistics



RATE HIKES BY FEDERAL RESERVE
INCREASE BORROWING COSTS

Source: Board of Governors of the Federal Reserve System (US), Freddie Mac, FRED



UNCERTAINTY RE MONETARY POLICY
INCREASING RISK

Source: Board of Governors of the Federal Reserve System (US), Freddie Mac, FRED



UNCERTAINTY RE DIRECTION &
MAGNITUDE OF MACROECONOMIC
POLICY AFFECTING POTENTIAL BUYERS

Source: Freddie Mac, FRED, author’s calculations



FEDERAL RESERVE INDICATED A NOV. OR
DEC. RATE HIKE IN ITS SEPT. MEETING 

Source: Board of Governors of the Federal Reserve System (US)



MARKET PRICING IN LOW PROBABILITY
OF NOVEMBER RATE HIKE

Source: CME FedWatch Tool



MARKET ALSO PRICING IN LOW
PROBABILITY OF DECEMBER RATE HIKE

Source: CME FedWatch Tool



DEMAND FOR RESIDENTIAL MORTGAGE
LOANS STILL NEGATIVE, BUT CLIMBING

Source: Board of Governors of the Federal Reserve System (US)



HIGHER QUALIFYING STANDARDS FOR
RESIDENTIAL MORTGAGE LOANS

Source: Board of Governors of the Federal Reserve System (US)



MORTGAGE ORIGINATIONS DOWN;
TIGHTER CREDIT STANDARDS

Source: Federal Reserve Bank of New York



MORTGAGE ORIGINATIONS DOWN;
TIGHTER CREDIT STANDARDS

Source: Federal Reserve Bank of New York



HOUSEHOLD INDEBTNESS AS A % OF
INCOME RELATIVELY LOW

Source: Board of Governors of the Federal Reserve System



RELATIVELY FEW NEW FORECLOSURES
AND BANKRUPTCIES

Source: Federal Reserve Bank of New York



THE TEXAS
ECONOMY



UNEMPLOYMENT REMAINS
LOW

JOB GROWTH
SLOWING

EARNINGS GROWTH
REMAINS STRONG



TEXAS BUSINESS-
CYCLE INDEX

“helps gauge the current state of the Texas economy.
The index is constructed using payroll employment,
gross state product and the unemployment rate.”

Source: Federal Reserve Bank of Dallas



TEXAS LEADING
INDEX

“sheds light on the future of the state's economy. The index is a composite of eight
leading indicators—those that tend to change direction before the overall
economy. They include the Texas value of the dollar, U.S. leading index, real oil price,
well permits, initial claims for unemployment insurance, Texas stock index, help-
wanted index and average weekly hours worked in manufacturing.”

Source: Federal Reserve Bank of Dallas



UNEMPLOYMENT RATE REMAINS LOW

Source: Bureau of Labor Statistics



UNEMPLOYMENT RATE REMAINS LOW

Source: Bureau of Labor Statistics



JOB GROWTH SLOWING

Source: Bureau of Labor Statistics



JOB GROWTH SLOWING

Source: Bureau of Labor Statistics



JOB GROWTH VARIES BY SECTOR AND
GEOGRAPHY

Source: Bureau of Labor Statistics



AUSTIN LEADS STATE IN GROWTH IN
HOURLY EARNINGS

Source: Bureau of Labor Statistics



AVERAGE HOURLY EARNINGS IN TEXAS
MEASURES ABOVE HISTORICAL AVG. IN
‘23

Source: Bureau of Labor Statistics



POPULATION OF TEXAS EXPECTED TO
GROW BY NEARLY 6 MILLION BY 2038

Source: Texas Demographic Center



THE TEXAS
HOUSING MARKET



AFFORDABILITY CONSTRAINTS
AMID HIGHER RATE
ENVIRONMENT

STILL-STRONG LABOR
MARKET

UNCERTAINTY OVER
FUTURE RATE HIKES
SINGLE-FAMILY
CONSTRUCTION PERSISTS
AMID HIGHER RATES

LIMITED SUPPLY OF
AFFORDABLE HOMES DRAG ON
FIRST-TIME BUYERS

MORTGAGE ORIGINATIONS
DOWN AMID HIGHER RATES;
TIGHTENED CREDIT STANDARDS



HOUSING IS THE MOST INTEREST RATE-
SENSITIVE SECTOR IN THE ECONOMY

Source: Freddie Mac, FRED



HIGHER MORTGAGE RATES DIMINISH
HOME PURCHASING POTENTIAL

Source: Freddie Mac, FRED, author’s calculations

Source: Freddie Mac, FRED, author’s calculations



>10 PERCENTAGE POINT DECLINE IN
BUYERS WHO CAN QUALIFY FOR LOAN

Source: Texas Real Estate Research Center at Texas A&M University



HIGHER MORTGAGE RATES LENGTHEN
TIME TO BREAKEVEN ON INVESTMENT

Source: Texas Real Estate Research Center at Texas A&M University



HIGHER MORTGAGE RATES LENGTHEN
TIME TO BREAKEVEN ON INVESTMENT

Source: Texas Real Estate Research Center at Texas A&M University



HIGHER MORTGAGE RATES LENGTHEN
TIME TO BREAKEVEN ON INVESTMENT

Source: Texas Real Estate Research Center at Texas A&M University



<25% OF HOMES SOLD FOR UNDER
$250,0000 IN 2022

Source: Texas Real Estate Research Center at Texas A&M University



DECLINE IN HOME PRICES DUE TO HIGHER
RATE ENVIRONMENT

Source: Texas Real Estate Research Center at Texas A&M University



DECLINE IN HOME PRICES DUE TO HIGHER
RATE ENVIRONMENT

Source: Texas Real Estate Research Center at Texas A&M University



HOME PRICES REMAIN ELEVATED
RELATIVE TO PRE-PANDEMIC AND
PANDEMIC LEVELS

Source: Texas Real Estate Research Center at Texas A&M University



DECLINE IN SALES A FACTOR OF HIGHER
RATE ENVIRONMENT

Source: Texas Real Estate Research Center at Texas A&M University



DECLINE IN SALES A FACTOR OF HIGHER
RATE ENVIRONMENT

Source: Texas Real Estate Research Center at Texas A&M University



DECLINE IN SALES A FACTOR OF HIGHER
RATE ENVIRONMENT

Source: Texas Real Estate Research Center at Texas A&M University



LISTINGS FOR SALE ON THE MARKET UP
FROM PANDEMIC LOWS

Source: Texas Real Estate Research Center at Texas A&M University



LISTINGS FOR SALE ON THE MARKET UP
FROM PANDEMIC LOWS

Source: Texas Real Estate Research Center at Texas A&M University



LISTINGS FOR SALE ON THE MARKET UP
FROM PANDEMIC LOWS 

Source: Texas Real Estate Research Center at Texas A&M University



SUPPLY OF HOMES STILL NOT
COMMENSURATE WITH DEMAND 

Source: Texas Real Estate Research Center at Texas A&M University



SUPPLY OF HOMES STILL NOT
COMMENSURATE WITH DEMAND 

Source: Texas Real Estate Research Center at Texas A&M University



MONTHS INVENTORY UP FROM
PANDEMIC LOWS, BUT REMAINS BELOW
LEVELS THAT WOULD SUPPORT DEMAND

Source: Texas Real Estate Research Center at Texas A&M University



HIGHER RATES AND SUPPLY CONSTRAINTS
LOWER HOME BUILDER CONFIDENCE

Source: National Association of Home Builders



INVENTORY FOR SALE ON THE MARKET
UP FROM PANDEMIC LOWS

Source: U.S. Census Bureau



NEW SINGLE-FAMILY PERMITS RESILIENT
TO HIGHER RATE ENVIRONMENT

Source: U.S. Census Bureau



HIGHER RATES AND SUPPLY CONSTRAINTS
LOWER HOME BUILDER CONFIDENCE

Source: National Association of Home Builders



GROWTH IN CONSTRUCTION COSTS
SLOWING, BUT COSTS REMAIN ELEVATED
RELATIVE TO PRE-PANDEMIC LEVELS

Source: Bureau of Labor Statistics



RELATIVE TO SEPT. ‘19, NEW HOME PRICES
UP 18-21% FROM CONSTRUCTION COSTS
ALONE  

Source: Bureau of Labor Statistics; author’s calculations



HOME PURCHASING POTENTIAL REMAINS
AN ACUTE CONCERN FOR LOWER-INCOME
HOUSEHOLDS IN TEXAS

Source: Department of Housing & Urban Development, Census Bureau, author’s calculations, Texas Real Estate Resarch Center at Texas A&M University



SUMMARY The broader economy
remains resilient amid a
higher rate environment,
posing additional challenges
for the Fed.

Higher mortgage rates
constraining affordability;
contributing to a decline in
home sales.

The Texas job market
remains well-positioned to
withstand broader
macroeconomic turbulence.

Affordability remains most
constrained for lower-
income households
(households earning no
more than 80% of area
median income).
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