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El Paso Business-Cycle Index

The El Paso business-cycle index ex-
panded in May at a 1.7 percent annu-
alized rate. After a soft patch in the 112 -
second half of last year, the El Paso
economy has gained momentum in
2011, growing on average at a 24 104 -
percent annualized rate per month.
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formance of the U.S. industrial sector
in recent months. In particular, in the
wake of the Japanese disruptions in
global automotive supply chains, U.S.
auto production has contracted signif-

SOURCE: Federal Reserve Bank of Dallas, El Paso Branch.
the U.S. auto contraction, and it

is likely that this will reach El
Paso in coming months.

icantly over the last couple of
months. Ciudad Juarez maquilado-
ras are already feeling the pain of

Labor Market Employment Growth

Month-over-Month Annualized Growth Rates

Growth in El Paso nonfarm em-
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ing at a 0.4 percent annualize Construction, Mining & Natural Resou 0.0  17.0 0.0 8.1 0.0 0.0
rate. Year to date, El Paso has Manufacturing 0.0 74 69 00 0.0 0.0
added almost 3,000 jobs, Services Providing 14 50 29 1.0 44 0.0
representing a 1 percent increase. Trade, Transportation & Utilities 0.0 16.2 43 0.0 6.6 2.1
The sectors that added jobs during Information 0.0 -21.5 0.0 -21.9 0.0 0.0
May were trade’ transporta“on Financial Activities 0.0 0.0 0.0 0.0 0.0 0.0
and utilities, and professional and Professional & Business Services -7.5 8.1 8.0 8.0 121 12.0
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hand, leisure and hospitality, other
- P vs Other Services 0.0 0.0 0.0 0.0 0.0 -11.9
Services and government sectors Government 35 17 17 35 17 17
shed jobs. Unemployment Rate 10.0 10.0 9.9 10.1 10.4 10.4
, Midland-Odessa
El Paso’s unemployment rate now ——
onfarm Employment 0.0 3.7 7.6 13.5 -6.1 2.8
stands at 10.4 percent. The Texas
. Unemployment Rate 6.2 6.0 5.8 5.6 54 5.3
unemployment rate is 8 percent,
. . . Las Cruces
while the national rate is at 9.1 Nonfarm Employment 0.0 1.8 1.8 0.0 -6.7 -5.1
percent. Unemployment Rate 8.2 9.2 9.0 75 71 n.a.

NOTE: Seasonally adjusted data

SOURCES: Federal Reserve Bank of Dallas with data from the Bureau of Labor Statistics.
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Trade and Border Crossings

Trade flows through the El Paso
port of entry continue to mod-
erate. In April, total trade declined
2 percent. However, on a year-
over-year basis, total trade is up
4.2 percent. In the local retail sec-
tor, El Paso sales tax rebates de-
creased 1.5 percent in April from
the same month a year ago.

In spite of the continued streng-
thening of the peso against the
dollar, the number of personal ve-
hicles crossing into El Paso from
Ciudad Juarez continued to con-
tract in March. With respect to
commercial traffic, truck crossings
began an upward trend over the
past few months. As maquiladora
activity continues to pick up in the
coming months, commercial traffic
at the international bridges is ex-
pected to continue to expand.

Housing Market

In May, El Paso housing sales con-
tracted significantly—38 percent
from a year ago. Overall in 2010,
home sales increased by 3.2 per-
cent from 2009. However, year to
date, home sales are down 18 per-
cent compared to the same period
a year ago. In May, the median
home price was $95,000, while
months of inventory increased to
7.4. Aligned with weak home sales,
single-family building permits—a
leading indicator for the housing
sector—have declined over the last

El Paso Border Crossings
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SOURCES: Texas A&M International University; Texas Center for Border Economic and

Enterprise Development; Banco de Mexico.

couple of months. It is likely that
the El Paso housing market will ex-
perience stronger activity in com-
ing months due to the ongoing ex-
pansion at Ft. Bliss. It is expected
that close to 16,000 people (sol-
diers, spouses and children) will
arrive in El Paso during the sum-
mer.

Economic Conditions in Juarez
and Chihuahua

The U.S. industrial sector has re-
mained flat over the last couple of
months. More importantly for the
local economy, U.S. auto manufac-
turing production has contracted
significantly since the Japanese-
induced supply chain disruptions
this spring. The ISM manufacturing
index and its associated new or-
ders index (a leading indicator for

industrial activity) continue to sig-
nal expansion; however, recent
readings are borderline with the
contraction territory. Furthermore,
formal employment in the manu-
facturing sector in the state of Chi-
huahua has decelerated over the
past few months.

We developed a model—based on
the U.S. industrial production index
and Chihuahua manufacturing em-
ployment—to track Juarez maqui-
ladora employment since 2006.
The model indicates that Juarez
maquiladoras  payrolls moved
sideways in May after posting
strong growth rates in the first four
months of 2011. In 2010, maquila-
dora employment increased by a
7.1 percent annual rate, which
represents 15,000 new jobs. So far,
year to date, maquiladora payrolls
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in Juarez have increased by 6,500
jobs, a 2.9 percent increase.

Most analysts expect the Japanese
shock to the auto sector to be
short-lived. As a result, it is likely
that U.S. auto production will
resume growth in the second half
of this year. This is, in turn, is good
news for the local economy as
roughly half of the maquiladoras
across the Rio Grande are auto re-
lated.

Neighboring Metro Areas

The Midland—Odessa labor market
continues to improve, posting an
increase of 2.8 percent annualized
rate in May. As a result, the unem-
ployment rate declined to 5.3. The
energy boom continues to benefit
the Midland—Odessa area, result-
ing in stronger regional economic
activity.

Las Cruces nonfarm employment
contracted in May at a 5.1 percent

annualized rate. In spite of job
losses, the unemployment rate de-
clined and now sits at 7.1 percent.

The Midland—Odessa housing sec-
tor has posted five consecutive
months of positive readings in
home sales. In April, the median
home price was $143,600. Permits
for new homes in the Midland-
Odessa area are up, suggesting
that perhaps the wheel has turned
for the housing market in the Per-
mian Basin.
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SOURCES: INEGI, Federal Reserve Board, and Federal Reserve Bank of Dallas, El Paso Branch.

Questions regarding El Paso Economic Update report can be addressed to Roberto Coronado at roberto.coronado@dal.frb.org 3



