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Still Among the Country’s Best Performing State Economies 
 

Following very strong economic growth of 3.9% in 2024, nearly a percentage point above the national rate, 
Texas’ expansion is set to moderate in 2025, but still handsomely outpace the national economy’s. Job 
growth is likely to moderate slightly as well, with slower in-migration leading to cooler growth of Texas’ 
labor force. The energy industry will remain a bright spot, as ongoing geopolitical tensions keep oil prices 
elevated. High energy production in the state, with upside potential from favorable policies for fossil fuels, 
is anticipated to support high-wage employment and incomes. 

Texas has been a big beneficiary of trends that swept the US economy since the pandemic. Its major cities 
are magnets for population growth and business relocations, fueling robust job creation, household income 
growth, and rising consumer spending, as well as booming property markets. The energy industry’s 
rebound reinforces these trends in Texas. But that boom moderated in 2024, and another step down 
towards Texas’s long-term trend growth rate is expected in 2025. 

Employment is expected to grow moderately and near the same pace as in 2024, but personal income 
growth will likely cool as less turnover in the job market translates into slower income growth. Consumer 
spending is likely to soften on the back of high interest rates and cost of living pressures as well as 
moderating income growth. 

Residential construction is anticipated to rebound in 2025 on the back of modestly lower mortgage rates, 
as well as resilient growth of demand, fueled by rising metro populations, jobs, and incomes. Growth will 
be largely in the single-family segment. Rising rental vacancy rates and tightened lending standards for 
multifamily lending will likely restrain growth of multifamily building. House price increases are expected 
to moderate on the back of higher supply in the year ahead. High property taxes and soaring homeowners’ 
insurance premiums are key downside risks to Texas’ housing sector. 
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