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After sustaining substantial pandemic-driven job losses in March and April, Houston’s hardest-hit industries accounted for most of the
region’s labor market recovery in the subsequent months. Houston shows little sign of the urban-suburban trends observed in many
other major metros, with urban and suburban submarkets alike reporting year-over-year rent gains.

LABOR MARKET RECOVERY CONCENTRATED AMONG HARDEST-HIT INDUSTRIES
Ranking among Texas’ largest metropolitan areas, Houston experienced robust growth following the 2008-09 recession, with annual
employment growth averaging 2.1% from 2010 to 2019. But the COVID-19 virus outbreak and subsequent containment measures, along
with energy price declines caused by a steep drop in global demand, resulted in a sharp and sudden decline in economic activity in April
2020. Nonfarm employment in Houston fell 10.1% from March to April, the largest month-over-month decline ever recorded, a loss of
roughly 340,000 jobs. This enormous decline pushed the Houston unemployment rate to 15.1% in April, an increase of 9.6 percentage
points over the prior month.
NONFARM EMPLOYMENT
Houston, September 2020
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LABOR MARKET RECOVERY CONCENTRATED AMONG HARDEST-HIT INDUSTRIES
The recovery began as quickly as the losses from the pandemic had. Houston added 152,000 jobs from May to September, with September’s
month-over-month gain of 23,000 the largest since May. The industry with the largest deficit remaining is Accommodation and Food
Services, which is still 43,000 jobs shy of February levels. The Construction and Manufacturing industries in Houston, two of the region’s
larger-employing sectors, continued to mount job losses in September after stabilizing somewhat over the summer. Employment in Retail
Trade, after declining considerably in March and April, recovered significantly, resting only 2% below pre-pandemic levels in September.
The Professional, Scientific, and Technical sector, which has emerged in recent years as a leading employment base in the region, has
experienced a rapid recovery in recent months and currently employs 2,700 more people than before the onset of the pandemic.
Overall, the Houston labor market recovered to 94% of February 2020 levels by September, on par with Texas as a whole (94%) and
outperforming the U.S. (93%). With 45% of the lost jobs having been recovered by September, the key question is how long it will take the
Houston labor market to fully recover. Job growth in May and June primarily came as a result of businesses reopening operations that
were temporarily closed by health mandates, but these job gains have been slowing. Labor market recovery has two components. First
is replacing the jobs that have been lost, which would return the labor market only to pre-pandemic levels. The second concerns the jobs
the economy would have added over this period under normal circumstances.
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In 2019, the Houston economy added roughly 5,000 jobs per month on average. For each month that it takes to return to pre-pandemic
employment, the region is effectively losing a further 5,000 jobs per month. From May to September, Houston added roughly 30,000 jobs
per month on average. This is a positive sign, and at this pace the labor market would return to February 2020 levels by March 2021.
Because the economy would have normally been adding 5,000 jobs per month over this period, this means that it would take a further
three months for the region’s labor market to fully recover to its pre-pandemic trend.
Nonfarm employment will probably return to pre-pandemic levels in the first half of 2021, assuming a second round of major lockdowns
is not required in the winter months, but the recovery of individual sectors in Houston will follow vastly different recovery timelines.
From March to April, employment in lower-paying industries declined 17%, compared with 6% in higher-paying industries. Job gains over
the subsequent months have been heavily concentrated among lower-paying industries, including Accommodation and Food Services,
Retail Trade, and Health Care, but many of Houston’s higher-paying industries have continued to shed jobs. Aside from the Professional,
Scientific, and Technical sector, which has been adding jobs at a robust clip, Construction, Manufacturing, Natural Resources and Mining,
and Wholesale Trade employment have all had subpar job growth after mild recoveries in the summer.
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HOUSTON’S APARTMENT MARKET IS PROVING FAR MORE RESILIENT IN THE COVID-19 ECONOMY THAN OTHER MAJOR METROS

The impact of COVID-19 on rents in the Houston metro area has been negligible. In fact, more submarkets in the Houston area have
reported year-to-year apartment rent increases than decreases. The sharpest surges in rents were in the Inwood/Near Northwest,
Champions/FM 1960, and Pasadena/Deer Park submarkets, which reported increases of 6.1%, 5.8%, and 3.7% respectively. Submarkets
with the largest rent decreases were Fort Bend County, Brazoria County, and Montrose/River Oaks counties: 6.2%, 3.5%, and 2.5%
respectively. There seems to be no clear urban-suburban pattern in the Houston area, something that has been seen in many other
metros, where rent has risen in suburban areas and fallen in more urban areas. For instance, the Interloop/South Houston submarket,
which contains Downtown Houston, had no year-to-year change in rents.
Moreover, data on vacancy rates also indicates a restrained economic impact of COVID-19. Overall, the vacancy rate in the Houston area
was 5.7% in September, only a 0.4-percentage-point increase from the 5.3% in September 2019. A few outlier submarkets reported a
significant change in vacancies. The Spring/Humble/Far Northeast submarket, representing suburban communities including Humble
and Atascocita, reported a 1.8-percentage-point increase in vacancies, from 4.8% in September 2019 to 6.6% a year later. Areas closer
to Downtown Houston, like the Montrose/River Oaks and Inwood/Near Northwest submarkets, reported vacancy rate increases of 1.4
and 0.8 percentage points and are now 5.5% and 7.3% respectively. The sharpest drops in vacancy rates, meanwhile, came in Galveston
and Brazoria counties, where they fell by 1.9 and 2 percentage points respectively.
LARGEST RENT GAINS
Houston (MD)
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Total
Inwood/Near Northwest
Champions/FM 1960
Pasadena/Deer Park
Briar Forest/Ashford
Spring/Humble/Far Northeast
Spring Branch
North/Northeast Houston
Sharpstown/Westwood
Fondren/Westbury
Baytown/San Jacinto River East
$0
Source: REIS, Analysis by Beacon Economics
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Through September 2020, 5,702 apartment units were completed. This is almost double the year-to-date value of last year, when 2,914
completions were reported through September. Though this is still far fewer than the year-to-date completions in 2017 and 2018 (13,123
and 7,193 respectively), this year’s increase further emphasizes the minimal impact of COVID-19 on the Houston apartment market.
LARGEST RENT DECLINES
Houston (MD)
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Total
Braeswood/Bellaire
Clear Lake/NASA
Galveston County
Imperial Valley/Greenspoint
Cypress/Fairbanks
Far NW/Montgomery County
Alief/Kirkwood
Montrose/River Oaks
Brazoria County
Ft. Bend County
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Source: REIS, Analysis by Beacon Economics

Overall, Houston’s economic recovery continues, as the labor market regains some of the lost momentum of recent months. However,
the risk of more rigid public health mandates will create headwinds in the near-term. But with the distribution of vaccines imminent,
Houston’s growth will likely ramp up in the second half of 2021.
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