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It seems with every passing day that trying to read the economic crystal ball is more of an 

exercise in international affairs, meteorology, seismology, oceanography, and nuclear 

engineering. Even though I am not an expert in any of those subjects, although I did want to be 

an oceanographer as a kid (it’s a long story), I am glad I ended up in economics and will try to 

interpret all of these events and their ramifications for economic recovery in San Antonio. Before 

doing that, though, let me be clear that while I will discuss my thoughts on the economic impact 

of the disaster in Japan, this is not meant in many way to minimize the human and social impact 

of the natural and following nuclear disasters there. 

 

In January, I projected employment growth for the San Antonio economy between 2.75-3.25% 

(presentation can be found at www.saberinstitute.org), and I am still sticking with the forecast at 

this point. In San Antonio, unemployment fell to a rate of 7.3% in February - leading the way 

among the major metropolitan economies in Texas, with the exception of Austin. Employment 

growth was a bit tepid at an annual rate of 0.90% in February, but this is a typical historical 

pattern for San Antonio. Similarly, the business cycle index – a measure of current economic 

conditions – continues to show growth in the San Antonio economy overall but not at a rate as 

strong as the other metropolitan economies in the state. Meanwhile, the housing market in San 

Antonio seems to be somewhat stuck along the bottom waiting for excess supply to clear before 

beginning its expansion. The picture is the same for the housing market across the U.S. 

Inventories in San Antonio were at 8.2 months in March, similar to where they have been for the 

past year, probably due to the record level of foreclosures last year and a similar rate of 

foreclosures coming online this year. For a very clear picture of the impact of foreclosures on the 

housing market at the U.S. level, see chart 87 comparing new home sales with existing home 

sales (source: www.calculatedriskblog.com). As would be expected with these levels of supply, 

new building permits in San Antonio have bottomed out but are not showing any movement 

upward. Even with these supply issues, though, home prices in San Antonio have shown growth 
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on a four-month moving average basis for each of the past eight months. Prices grew by 3.2% in 

March. While the housing market in San Antonio is in better condition than markets throughout 

the country, it appears that it may be another year or more before we really start to see a recovery 

in the housing market in San Antonio. 

 

The Texas economy continues to show growth with both the leading and business cycle indices 

trending upward. In fact, the business cycle index for Texas has increased each month since 

January 2010. The unemployment rate for the Texas economy has been rather sticky at 8.2% as 

of February. Unemployment at the state and national levels will probably not decline as quickly 

as we will see at the level of the metropolitan economies as those who have dropped out of the 

labor force begin to re-enter the job market as the economic recovery continues. This will act to 

provide some resistance to declines in the unemployment rate even as employment continues to 

grow. 

 

The U.S. economy continues to show growth, although not yet at a pace that is bringing the 

unemployment rate down much. I expected the U.S. economic recovery to gain speed this year, 

and I still believe it will. However, there are many risks lurking out there. These include the 

contagion of unrest of in the Middle East and Africa, the potential default of some EU countries 

(Greece, Spain, Portugal, Ireland), rising gasoline prices, how the U.S. government deals with 

the debt ceiling and federal budget, timing of the housing market recovery, and the ability of 

Japan to respond to the destruction caused by the earthquake, tsunami, and the nuclear power 

plants.  

 

Japan is the third largest economy in the world, so its response to this disaster is worth watching 

closely. We will surely see their economy shrink over the very near term followed by a boost 

caused by the rebuilding activity. We have already seen some of the effects on the supply chain 

caused by the temporary shutdown or reduction of Japanese manufacturing capacity, and I 

suspect this will be exacerbated by the continuing energy issues they will have with the nuclear 

plants no longer producing power. It is already projected that they will be imposing rolling 

blackouts in Tokyo throughout the summer. This will hinder their recovery efforts. The question 

is how much this will affect the overall global economy. Will it throw the global economy back 

into recession? I don’t think so, but there appears to be quite a bit of uncertainty remaining about 

the damage from the nuclear power plants and the ability of Japan to replace that energy source 

in the short-term. Even with the economic activity of the recovery, it seems there is a chance this 

could be at least a mild drag on the global economy with similar repercussions for the U.S. 

economy.  

 

On a more domestic level, rising gasoline prices are already showing their negative effects on 

consumer spending. As they continue to rise, this will certainly pinch consumer budgets and 

worsen overall moods translating into slower broad-based consumer spending growth. The 

housing market still has quite a ways to go before it begins any recovery in earnest with so much 

excessive supplies and more foreclosures to come. It seems that we may be looking at the 

housing market recovering sometime in 2013 or 2014. In the meantime, a strong lid on home 

prices will remain. 
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Switching topics a bit, I want to announce that we are honored to have Maya Halebic join our 

team at the SABÉR Institute as our new senior economist. Maya comes to us from Vienna, 

Austria after a brief stay in Arkansas. You can learn more about Maya at the Institute website. I 

look forward to having the opportunity to introduce her to all of you when the opportunity arises. 

 

If you are interested in hearing a more in-depth discussion of these demographic and economic 

trends, Maya and I will be giving a presentation at the Hispanic Chamber’s Small Business 

Symposium on Friday, May 27, 2011. If you are interested in registering, please go to 

events.sahcc.org.  


