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Overview

▪ Texas economy is relatively healthy

– Job growth has been robust so far in 2025

– But real-time surveys of Texas businesses point to softening activity

▪ Growth is likely to slow to below trend in 2025

– Tariffs and tariff uncertainty will lead to higher prices; consumption 

and investment will weaken

– Lower immigration and government spending cuts may lead to additional 

negative growth effects

• But tax cuts may boost the economy in the second half; deregulation 

could also be a tailwind
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Diffusion index

Texas business outlook surveys suggest activity is slowing



Yet Texas’ job growth is robust this year, far better than 2024 
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NOTES: Data are Dec./Dec. growth and seasonally adjusted. 2025 data is Apr. ‘25/Dec. ‘24 annualized.

SOURCES: Bureau of Labor Statistics; Texas Workforce Commission; seasonal and other adjustments by FRB Dallas.
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Strongest job growth this year is in oil & gas, construction and health
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NOTE: Numbers in parenthesis indicate share of total state employment for April 2025. Data are seasonally adjusted and annualized.

SOURCES: Bureau of Labor Statistics; Texas Workforce Commission; seasonal and other adjustments by FRB Dallas.



Broader measures of the unemployment rate are on the rise as 

headline measure remains stable
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Migration
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Texas consistently leads in labor force growth among 

large states, US
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Texas firms’ increasing reliance on immigrant workers 



Construction and real estate
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Economic growth, hot weather and electrification are boosting 

electricity consumption in Texas more than in US
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Existing home sales are low, inventories rising

27.3

5.5

6.8

1

2

3

4

5

6

7

8

9

10

15

20

25

30

35

40

45

'12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23 '24 '25

Months supply of inventory, 

30-year fixed mortgage rate

Inventory

Home sales

Total existing home sales (thousands)

NOTE: Data are seasonally adjusted and monthly through April 2025.

SOURCES: Multiple Listings Service; seasonal and other adjustments by FRB Dallas.

Mortgage rate

14



15

5.4
3.5

0.9

-10

-5

0

5

10

15

20

25

30

35

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

U.S. (FHFA)

Texas (FHFA)

Dallas (Case-Schiller)

Percent, Y/Y

NOTES: Shown are home price indices. FHFA indices are quarterly through Q4 2024. Case-Schiller index is monthly through February 2025.

SOURCES: S&P Core Logic; Federal Housing Finance Agency.  

Texas house price growth trails nation, real prices falling 



Apartment rents are still under pressure, 

especially in Austin and San Antonio 
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Energy
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WTI oil price is testing average breakeven price
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International Trade
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Among Texas firms, tariff effects this year are likely to be greater 

than last time (2018)
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NOTES: N=348. Survey collection period was Apr 15-23. In Sept. 2018 the question was, “What net impact have higher U.S. and foreign tariffs had on your firm, and what do 

you expect for the longer term (next two years)?”

SOURCE: Federal Reserve Bank of Dallas’ Texas Business Outlook Surveys.
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Texas businesses split about the extent of pass through of 

tariff increases to prices
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What share of tariff cost increases do you expect to pass through to customers?"
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Texas businesses signal quick price adjustments in response to 

tariffs
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Outlook
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Among Texas businesses, uncertainty spiking to new highs
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Recession concerns top the list of worries among Texas businesses



The Texas employment forecast indicates 1.7% growth in 2025,

below 2% long-run trend
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Summary

▪ Job growth is robust, but sentiment-based measures are waning

– Business leader optimism has faded, and economists have revised their 

forecasts down

▪ Progress on inflation has slowed, and recession probability has risen

– Inflation expectations are up

– Consumer confidence is down

▪ In Texas, resilient growth is baseline case with risks tilted to the 

downside

– Headwinds include tariffs, sharply lower immigration, rollback of federal 

government spending, lower oil prices

– Tailwinds are deregulation, tax cuts and—for Texas—the state’s robust 

business climate and budget surplus
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Thank you!
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