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Summary of Economic Activity 
The Eleventh District economy expanded at a modest pace over the reporting period, with most sectors 
holding steady or experiencing slight growth. Job growth picked up in the service sector. Wage growth 
moderated but high labor costs remained a key concern for many businesses. Overall input cost and 
selling price growth held slightly above average. Demand for nonprofit services remained elevated, and 
housing affordability and daycare access continued as key issues. Business outlooks were neutral to 
pessimistic, with contacts citing weakening demand as the primary concern going forward. Heading into 
an election year, U.S. political uncertainty was also noted by many firms. 
 
Labor Markets 
Employment expanded modestly over the past six weeks, with services job growth picking up while 
manufacturing job growth abated. In a Dallas Fed survey of 365 business executives, around half 
reported still being understaffed. While labor availability has improved, many firms noted a mismatch 
between the skills and experience they desire and those of the job candidates. Some firms noted they 
were overstaffed, particularly in financial services and manufacturing, though very few were laying off 
workers. One contact said he considered layoffs but held off because he expects a rebound in business, 
and rehiring is difficult.  
 
Wage growth was moderate across most sectors but remained slightly elevated in energy. Higher labor 
costs remained a top outlook concern for many businesses, particularly in education and health services 
and the leisure and hospitality industry. An urgent care center said wages and salaries were at a 
dangerously elevated level that is not sustainable in the long term. A December Dallas Fed survey 
showed that Texas businesses expect wage growth in 2024 to be 4.3 percent, on average, down from 5.6 
percent in 2023. 
 
Prices 
Input cost growth remained slightly elevated overall, though energy firms continued to note strong rises in 
exploration and production costs while manufacturing raw materials price growth remained subdued. 
Selling price growth picked up a bit in the service sector but prices remained fairly flat for manufactured 
goods. District firms reported declining margins on net, with a manufacturer noting that maintaining a 
reasonable profit margin was elusive in 2023, with costs rising faster than they were able to raise prices. 
This sentiment was echoed by retail and services firms as well. Overall, contacts said they raised prices 
by 3.9 percent last year, on average, and expect to push through price increases this year on the order of 
3.5 percent amid increased consumer price sensitivity. 
 
Manufacturing 
Texas manufacturing activity was flat in December after contracting in November. Year-end weakness 
came largely from durables, particularly metals manufacturing. Manufacturers generally reported 
continued declines in demand, though chemical producers noted a stabilization as the unprecedented 
year-long global destocking cycle may have finally run its course. New orders for oil and gas machinery 
and equipment continued at a modest pace. Overall, manufacturing outlooks worsened slightly. More 
than a third of contacts cited uncertainty heading into an election year as a primary outlook concern, 
second only to weakening demand. 
 
Retail Sales 
Retail sales largely stabilized in December after a few months of declines. Auto dealers noted stronger 
sales and increased inventories, though they expressed concern over high interest rates. High interest 
rates also remained a top concern for wholesalers and construction-related retailers. Retail outlooks 
worsened overall, and uncertainty increased notably. 
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Nonfinancial Services 
Service sector activity increased modestly in December after contracting slightly in November. Year-end 
strength was led by revenue growth in health care and leisure and hospitality. Professional and business 
services exhibited weakness, with some contacts saying new business is down and backlogs have 
shrunk. Revenue declines continued in transportation services, and contacts said air cargo volumes over 
the reporting period fell short of expectations. Passenger air travel was a bright spot, however, with 
record traffic and revenues over the Thanksgiving holiday and expectations for a strong finish to the 
fourth quarter. Overall, outlooks in the service sector were stable heading into 2024. Weakening demand 
remained the top concern, followed by higher labor costs and elevated inflation. Numerous contacts also 
cited U.S. political uncertainty, with one saying it "weighs heavily on business leaders' minds right now." 
 
Construction and Real Estate 
Housing demand improved slightly, as the recent decline in mortgage rates buoyed home sales. Buyer 
incentives remained prevalent, however, and outlooks stayed cautious with contacts citing economic 
uncertainty, diminished affordability, and tighter credit standards for construction and development loans 
as headwinds. Activity in commercial real estate was little changed. Apartment leasing picked up slightly 
though rents remained flat. Office leasing remained weak; vacancy rates were elevated, and concessions 
remained widespread. Industrial vacancy rates rose as new supply continued to outpace demand. 
Macroeconomic uncertainty, high capital costs, and reduced appetite to lend continued to deter 
investment sales and construction starts across property types. 
 
Financial Services 
Loan volumes stabilized over the past six weeks after declines, and the pace of credit tightening 
decelerated. Loan demand continued to decline, though at the slowest pace since the end of 2022. Loan 
nonperformance rose again, still largely driven by consumer loans. Loan pricing continued to increase but 
at a slower rate. Bankers reported that core deposit volumes increased over the reporting period, 
following several months of decreases. Although bankers remain pessimistic and expect future business 
activity and loan demand to decline, the slowdown is anticipated to be milder than prior expectations. 
 
Energy 
Oil and gas activity was essentially flat over the past six weeks. Exploration and production firms 
continued to report increases in oil and natural gas production, while support services firms continued to 
report declines in business activity and equipment utilization. The increase in mergers and acquisitions 
seen in 2023 continued put a lid on growth in oilfield activity and is expected to extend into 2024. 
Production growth this year is expected to be driven by higher productivity more so than from drilling 
more wells. Several firms noted elevated uncertainty, citing mounting downside risks to the global 
demand outlook. 
 
Agriculture 
Drought conditions continued to recede, and contacts noted generally good soil moisture and an 
expectation for better crop production prospects this year with El Niño conditions forecasted through the 
spring. Agricultural prices were down across the board over the past six weeks. While cattle prices 
remained higher than a year ago, some grain prices have pulled back to two or three-year lows. Contacts 
noted that farmers will need strong crop yields this year to make the budget work with high production 
costs and relatively low grain and cotton prices. 
 
Community Perspectives 
Demand for nonprofit services remained elevated. Housing affordability continued to be a top concern, 
with higher rent outpacing income among many renters, and higher mortgage rates making home 
ownership less attainable. Nonprofits noted that families are also struggling with the costs of healthcare, 
food, utilities, and transportation. Access to affordable childcare remained a key barrier to parents' 
participation in education and the workforce although some contacts noted that more work schedule 
flexibility has been helpful. Contacts said that childcare subsidies, while helpful, are not immediately 
available and come with limitations. An executive at a workforce development board said she has never 
seen so much interest in solving childcare issues, particularly among employers.  
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Austin Market 
 
While 2023 started out with recession predictions, a series of high-profile layoffs and significant economic 
uncertainty, new data shows job growth still outpaced job cuts in Texas in the first quarter. 
 
That's according to new data from the Bureau of Labor Statistics, which found gross job gains from 
opening and expanding private-sector businesses totaled 8 million in the first quarter. That eclipsed the 
7.1 million in gross job losses from business closures and contractions. The net gain nationally was 
976,000. 
 
The dynamic is one of the factors keeping the hiring market tight and giving employees more leverage 
than they had before the pandemic — although the pendulum has shifted back toward employers 
compared to 2021 and 2022. Texas posted job gains of 693,258 in the first quarter, compared to losses of 
583,324 for a net gain of 109,934. 
 
Job gains in Texas were down 2% in the first quarter of 2023 compared to a year ago. Job losses were 
also down 0.80%. Despite the positive growth of jobs across the state, there has been a number of layoffs 
in Austin this year, particularly in the tech sector. 
 
Earlier this month, trucking technology company Hyliion Holdings Corp. said it would eliminate 175 
employees – or approximately 67% of its staff– as it winds down its powertrain business. Austin-based 
Sana Benefits Inc., which provides small group health insurance, announced Nov. 1 it laid off 73 
employees, or about half its team, as venture funding declines. 
 
LegalZoom.com Inc. is cutting more than 100 positions, and Accenture LLP is laying off 351 employees in 
another round of workforce reductions for the year. Freedom Solar also cut about 9% of its national 
workforce, and legal-tech company CS Disco Inc. has announced layoffs of more than 100 workers 
throughout the year. 
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On the other hand, employers like Tesla Inc. have ramped up hiring efforts and have more planned as the 
Elon Musk-led company strives to employ 60,000 workers in the coming years. The Austin-based electric 
car maker currently has more than 20,000 people working daily from its factory in eastern Travis County, 
making it one of the region's largest employers in almost no time. H-E-B LP holds the top spot with 
22,955 people employed in the metro, according to ABJ list research. 
 
The Austin-Round Rock metro's unemployment rate was 3.3% in October, according to data released by 
the Texas Workforce Commission on Nov. 17. That compares with the state unemployment rate of 3.8% 
for the month. 
 
Source: Austin Business Journal “Why the hiring market is still tight in Texas”. Written by Joanne Drilling. Published on 11/23/23. 
 

 
 
Sales taxes, the barometer of local economies statewide, are listed below, according to the State 
Comptroller’s Office for the most recent quarter available. 
 

 
 

County
Sales Subject to 

Tax (000’s)
% Change from 

year on year
Bell 1,132,287 7.7%

Will iamson 3,019,954 3.5%
Milam 38,893 -19.1%

Lee 62,196 -50.9%
Travis 9,072,924 11.1%
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Projects 
 
BASTROP (Austin Business Journal) – The city council has approved more than $1 million in incentives 
for Acutronic USA Inc.'s planned jet engine manufacturing facility, which would be Texas' first. The plant 
will be on about ten acres in the Bastrop Business and Industrial Park, east of the small city's downtown 
area and south of SH 71. The company's aerospace components division is already in Austin, building 
things like flight hardware, small jet engines, actuators, and power systems. Three Acutronic companies 
work under that umbrella with about 60 employees. The Bastrop location will continue to serve the 
aerospace components division. The city will sell the land to Acutronic for $1.1 million. In return, the 
company has agreed to build at least 20,000 sf of production and manufacturing space, invest at least $4 
million, and hire at least 50 full-time employees within five years. Average employee compensation must 
be at least $56,240, with at least 75 percent of employees residing in Bastrop County. The company also 
must start construction 120 days after the city delivers a shovel-ready site and must move into the 
building within 32 months of starting construction. The city has also committed to spending an estimated 
$1 million in infrastructure improvements at the site. 
 
GEORGETOWN (Community Impact Newspaper) – A 100-acre, 255-home "boutique" community called 
The Retreat at San Gabriel is moving toward the finish line. The community is being built out by Tri Pointe 
Homes, KB Home, and Brightland Homes. There will be 40 floor plans, with the smallest being 1,271 sf. 
Prices will start at $340,995. The neighborhood will not have some standard amenities, such as a pool or 
a park. “It has more of what we like to call 'natural amenities,'" Tri Pointe Homes' vice president of 
community experience said. “The community has a trail system that connects down to the San Gabriel 
River that has a beautiful tree-lined walking path." The community's location between Ronald Reagan 
Blvd. and I-35 is being marketed as one of its major selling points. The first homes are expected to be 
ready by 2025. 
 
HUTTO (Community Impact Newspaper) – Fidelis is planning Huggins Crossing, a mixed-use 
development on 113 acres between SH 130 and Chris Kelly Blvd. Plans for the development include 600 
multifamily units, 60,000 sf of restaurant and retail space, grocery store, hotel, medical facility, and 
three logistics buildings totaling 700,000 sf. Developers anticipate 800-1,000 jobs will be created. The 
development is expected to generate an estimated $9.8 million in property and sales tax revenue. 
However, the development would require a three-party agreement between Fidelis, the city, and MUD 22, 
as part of the property is outside of Hutto jurisdiction. The city would be responsible for providing utilities, 
but that would require tax negotiation for fair service compensation. Developers anticipate construction on 
industrial buildings will begin in late 2025 and construction of residential and retail segments in 2026. 
 
AUSTIN (Austin Business Journal) – Greystar Development and Toronto-based HGC Investment 
Management Inc. are planning a community called Big Valley that could bridge the gap between Austin 
and Buda. Big Valley would be in the Austin extraterritorial jurisdiction at 2115 Big Valley Drive on the 
Hays-Travis County line. Greystar closed on 13 acres for the project earlier this year. The community will 
house a reported 40 single-family homes, 280 multifamily units, 65,000 sf of office space, 6,000 sf of 
retail, a 90-room hotel, and 80,000 sf of warehouse space. 
 
TAYLOR (Austin Business Journal) – Quannah Partners LLC is seeking to create a public improvement 
district to help fund the upcoming Park79 Commerce Center, a 69-acre industrial park. The developer is 
asking for an estimated $10 million in infrastructure improvements for the site, which is along US 79. 
Quannah has proposed three buildings totaling about 357,000 sf that would have an estimated value of 
$75.4 million at buildout. Much of the PID money would be used to extend CR 401 to the site. The 
property, previously owned by Taylor Texas Holdings Inc., was rezoned last year before being listed for 
sale. Quannah currently has the land under contract. 
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AUSTIN, Texas —In 2023, the median price for a home in the Austin-Round Rock MSA decreased 10.2% 
to $450,000, according to the Austin Board of REALTORS® December 2023 and Year-End Central 
Texas Housing Market Report. When compared to the steep 24.2% decline in pending sales in 2022, 
2023 saw a slight 3.0% decline to 30,353 sales emphasizing that the Central Texas housing market 
continues to find its footing despite macroeconomic factors impacting the broader housing market and 
economy. 
 
“In 2023 the Austin-Round Rock MSA housing market continued its move towards a more sustainable 
pace,” Kent Redding, 2024 ABoR president, said. “Housing inventory reached the highest level it's been 
in more than eight years, and while there was a drop in closed sales and median close price, these were 
both symptomatic of higher mortgage rates. In the current housing market, prospective homebuyers and 
sellers should engage the services of an expert REALTOR® who can help navigate the real estate 
transaction process. Buyers can utilize this favorable market condition to get pre-qualified while sellers 
can use the time afforded by the balanced market to enhance their property before listing it for sale.” 
 
In 2023, sales dollar volume in the MSA dropped 17.0% to yield a $17,498,390,950 on the Austin-area 
economy. At the same time, new listings dipped 7.0% ending the year at 42,623 listings. 
 
In the month of December, closed listings across the MSA declined 8.9% to 2,295 year-over-year as 
sales dollar volume decreased 8.5% to $1,270,818,458. The median sales price dropped 1.4% to 
$443,753. New listings increased 8.4% to 1,956 listings, active listings ticked up 4.6% to 7,717 listings, 
and pending sales rose 13.8% in December to 2,082 sales. Last month, homes spent an average of 84 
days on the market, 9 more compared to December 2022. 
 
Clare Losey, Ph.D., housing economist for ABoR, identified higher mortgage rates as being the biggest 
constraint for potential homebuyers in 2023 and underscores the lack of housing accessibility, specifically 
for first-time homebuyers. 
 
“The single biggest factor constraining the Central Texas housing market in 2023 was the gradual rise in 
mortgage rates, which peaked in late October. This caused sellers, and buyers essentially, to continually 
readjust to the current rate environment. While we have seen some leveling off in home prices, the 
Central Texas region still lacks a sufficient inventory of affordable homes for sale, especially those homes 
priced below $300,000, which is keeping many would-be first-time homebuyers on the sidelines.” 
 
When looking to 2024, Losey foresees annual trends to be relatively consistent with this year and 
mentions that current data is favorable compared to pre-pandemic numbers. 
 
“Home prices and sales will likely remain essentially flat, to the tune of a 5.0% increase or decrease year 
over year in 2024. While the market continues to find its footing, it’s noteworthy that total sales dollar 
volume is up 30.5%, there are 21.9% more active listings and 38.4% more months of inventory today than 
there were five years ago. Housing demand is still strong and the uptick in the inventory of homes for sale 
in 2023 has provided more options for repeat buyers.” 
 
Redding emphasized the need of working to address the challenge of housing Central Texas’ rapidly 
growing population. 
 
“Housing is the most crucial infrastructure within a community. Our housing market is still demand driven 
and the anomalies over the past three years were unsustainable. We still have a desirable and sought-
after market, but our community, city and elected officials must prioritize tackling the housing accessibility 
challenges. ABoR will continue to advocate for making homeownership attainable to more Austinites and 
looks forward to continuing to participate as a stakeholder in important policy discussions and providing 
recommendations to make the greatest impact on our housing supply.” 
 
Source: Austin Board of Realtors “December 2023 & Year-End Central Texas Housing Market Report”. Published January 17, 2024.  
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Capital Markets 
 
As of 12/31/23 mortgage interest rate levels for conventional, conforming fixed rate loans, as published by 
TIB Mortgage Services were 6.50% for a 30-year mortgage. The U.S. 10 Year Treasury sat at 3.87%. 
 

Energy 
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CNB Commercial Lenders 
 

  
Joe Mahan, Branch President 
Cameron, TX - 254.697.6653 

 
Jim Morse, Branch President 
Rockdale, TX - 512.430.6316 

 
Ryan Stiba, Branch President 

Taylor, TX - 512.352.7641 
 

 
Tim Walther, Branch President 

Giddings, TX - 979.542.3136 

   
Jonathan Kamenicky,  

Branch President 
Pflugerville, TX - 512.670.1200 

 
Brian Cauthorn, Branch 

President 
Round Rock, TX - 512.218.5100 

 
Jeff Baker, Branch President 
Cedar Park, TX - 512.335.1748 

 
Claudia Conroy, Market 

President 
Killeen, TX - 254.870.4743 

 
Brad Hickman, Lending 

Officer 
Pflugerville, TX - 512.670.1200 

 
 
 

https://www.cnbanktexas.com/about/team-detail.html?cId=50977&title=joe-mahan
https://www.cnbanktexas.com/about/team-detail.html?cId=50978&title=jim-morse
https://www.cnbanktexas.com/about/team-detail.html?cId=50979&title=ryan-stiba
https://www.cnbanktexas.com/about/team-detail.html?cId=50980&title=tim-walther
https://www.cnbanktexas.com/about/team-detail.html?cId=50981&title=jonathan-kamenicky
https://www.cnbanktexas.com/about/team-detail.html?cId=50982&title=brian-cauthorn
https://www.cnbanktexas.com/about/team-detail.html?cId=50983&title=jeff-baker
https://www.cnbanktexas.com/about/team-detail.html?cId=53246&title=claudia-conroy
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About Citizens National Bank  
 
We are a $600 million in assets community financial institution and have been proudly serving Central 
Texas since 1900. That experience is what sets Citizens National Bank apart. A Cameron, TX based 
financial institution with eight branches across Central Texas including Milam, Lee, Williamson, Travis, 
and Bell counties. From Cameron to Cedar Park and several towns in between, we know and are active 
in each of our communities, making us better able to meet the banking needs of the communities we 
serve. Additional information can be found at cnbanktexas.com. 
 
 

Contact a lender for a copy of this report. 
 

 
 
 

Check out our current commercial real estate loan special. 
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