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The Dallas Fed

Team of 40 economists producing research and data for the public

Advise Dallas Fed President on monetary policy and the economy

Dallas Fed Economics blog features short research notes on energy, monetary policy, banking, housing,
immigration, trade, employment, and other economic topics
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Economic Overview

3 Questions Facing the Economic Outlook

* |[sinflation slowing?
— Yes, but towards what rate?
* Are supply and demand coming back into balance?

— Labor market tightness peaked in early 2022, but recent cooling has been very
slow

e (Can this be achieved without a large increase in unemployment?
— Uncertain
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Economic Overview

Decomposition of Monthly Inflation Data, And The Path Ahead
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1-month inflation was slower over Oct-
Dec, core PCE averaged 2.9%.

Finally, supply chain improvement is
pushing down on goods prices.

Housing inflation is still rapid, but
cooling will show up in inflation after
about a year.

What happens to other services prices?



Economic Overview

Labor Market Remains Historically Tight, Slow Pace of Cooling

Quits rate * Unemployment and employment have been
—3-month moving average unreliable indicators of labor market
Job openings to unemployment ratio Slack/overheatlng SII‘ICG 2020
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* Alternative indicators, like quits and
openings, signaled a historically tight labor
marketin 2021, which cooled in the first half
of 2022.

* Progress stalled in the second half of 2022
at an extremely tight level.
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o  Firms remain understaffed.
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Oil and Gasoline Prices

Dollars per Barrel Dollars per Gallon
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Note: West Texas Intermediate prices are weekly average spot prices. Regular Gasoline the weekly U.S. national retail price average for all formulations.
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Global Oil Balance
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The Russian Oil Disruption of 2022 (not really)

Russian Crude Oil Production
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US Oil Production Growth Slowing

U.S. crude oil production
Million barrels per day

U.S. oil rig count
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Texas Oil & Gas Production

Texas crude oil production Texas natural gas production

Million barrels per day Billion cubic feet per day
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Dallas Fed Energy Survey

Which of the following is the biggest drag on crude oil and natural
gas production growth for your firm?

Percent of respondents
35 -

30 -
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20 -

15 -

10 -

Cost inflation and/or Maturing asset base Availability of capital Other
supply-chain
bottlenecks

Uncertainty about  Availability and/or

government quality of labor
regulation

NOTE: Executives from 90 exploration and production firms answered this question during the survey collection period, Dec. 7-15,
2022.

SOURCE: Federal Reserve Bank of Dallas.
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A Tale of Three Gas Markets

Dollars per MMBTU
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Asian LNG ($18.53)
European gas ($18.52)

———— Henry Hub Gas ($2.40)

Jan '22

Note: MMBTU stands for million british thermal units.
Source: Bloomberg. S&P Platts, author's calculations.
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The Energy Transition

Primary Energy Supply, 17/50-2019
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Renewables Integration in ERCOT

Renewable projects dominant source of planned generating capacity additions
Megawatts

3,500 -

3,000 +

2.500 -
’ Solar

= Wind

2,000 + mNatural gas

1,500 -

1,000 -

500 -

. I @2
2023-24 2024-25 2025-26

NOTE: Figures are annual additions of expected winter generating capacity.

SOURCE: Electric Reliability Council of Texas.
Federal Reserve Bank of Dallas
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Texas Grid Remains Vulnerable

ERCOT Supply vs. Demand
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What is Energy Independence?

 U.S. will never fully disconnect from global oil marke

* Reducing oil demand with EVs presents other energy security challenges: L — e
— Three countries produce 86% of global lithium N
— Three countries produce half of the world’s nickel -~
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Questions

garrett.golding@dal.frb.org
Twitter: @gjgolding
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http://www.dallasfed.org/research/energy

	Energy Markets, Geopolitics, and Transitions
	Slide Number 2
	Slide Number 3
	3 Questions Facing the Economic Outlook
	Decomposition of Monthly Inflation Data, And The Path Ahead
	Labor Market Remains Historically Tight, Slow Pace of Cooling
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	ERCOT Supply vs. Demand        Dec 22-24, 2022
	Slide Number 17
	Questions�garrett.golding@dal.frb.org�Twitter: @gjgolding�

