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HOUSTON ECONOMY SPEEDS UP 

SALES, PRODUCTION JUMP
EMPLOYMENT SOARING 

Houston's economic picture reversed itself from the slow down of the past two months and increased its growth rate significantly in April. The PMI moved back over sixty after falling below that point in February and March. The 60.8 result for the past month marked the 13th time in the last 15 months that the PMI was in "fast-pace" territory.

While the ISM National PMI for manufacturing softened its growth rate for the fifth consecutive month, Houston area supply chain execs reported substantial acceleration in the top three categories of the Houston PMI: Sales, Production and Employment.

The Sales index jumped to 42 from March's 24 with fifty-three per cent of survey participants reporting expanded Sales in their firms in April, while only eleven per cent reported net Sales decreases for the month.  

The most impressive increase for the month occurred in the employment component of the PMI, where the index was 31. This was, in fact, the highest Employment index reported since February of 1998. Thirty-nine per cent of firms reporting added more net new hires in April, while only eight per cent reflected a net loss in jobs for the past thirty days. This was not a totally  unexpected    increase,   but  the   magnitude  of   

change implies that many companies are opting for increased manpower in order to posture for further anticipated Sales growth. 

Another positive result developed in the Prices Paid index, which fell thirty percent from the March number to the lowest figure reported since January 2004. Further leveling of prices is likely in the next few months and will be prompted, in part, by increases in both Purchased Materials and Finished Goods inventories, which are beginning to bring more balance to the supply/demand ratio.

Production increases grew to a growth rate three times that of March's index, nearly matching the highest index for all of 2004.

Nearly half of survey contributors increased their Purchases in April as only eleven per cent reduced theirs, maintaining the relatively high index in Purchases that has prevailed in this category in three of the past four months. 

Lead Times slipped only marginally in April; however, inventory balancing should bring about further reductions in this index, and will, in turn, further reduce upward price pressure.  

Items in short supply:  Machined parts, bearing forgings, hydraulic pumps, fabricated items, flu vaccine for 2006, bearings, TiO2, Co-poly resin, PCA, hard drive, memory, Hp 585 servers, polymer seals, valves, transmitters, special cable, packing, cylinders, aluminum cans, production casing 5” to 9-5/8”.   
Prices on the UP side: Lubricants, plastic resins, plastic parts, inspection costs, OCTG tubing & casing, transportation (fuel surcharges), energy, fuel, vaccines, SS fasteners, bearings, electricity, C0-polymer & Homo –polymer resins, plasticizer and solid stabilizer, copper, petrochem elastomers.  

Prices on the DOWN side:  Steel, polyethylene resin, fuel, energy, computers & components, MRO materials, C/R & galvanized steel.  

COMMENTS FROM SURVEY PARTICIPANTS

"Continue to work on lowering or holding prices, outlook still not rosy."

"Business remains ahead of last year, which was a record.  Can’t find qualified help to keep pace.”

"Container rates from Asia softer than publications forecast. Watch for possible continuing slowdowns at LA ports for peak season."

"Suppliers' equipment failures are increasing due to lack of maintenance during these busy times."

"Good inspection companies for tubing and casing who perform with a high level of quality assurance are in short supply.”

"We have completed the best month in our history.   We have hired new personnel, built and continue to build new buildings and are buying new capital equipment.  The future looks good!"  

"Prices seem to be holding steady at current high levels." 

"First quarter results were very good.  Second quarter, however, is going to be a challenge to meet our numbers. Sales backlog is good, but though-put time is stretching out due to more demanding customer requirements and customer caused delays."

"Fabrication shops are filling their schedules – up to 40 weeks on tanks and other equipment."

"Keeping a steady pace."

"Going to three shifts, buying more tools to meet demand, need more hours." 

"Good contract specialists are in short supply."

"Another expansion program is in sight."

"We hit a slump.   Business was so steady from 9/11 – but not now." 

"More fuel surcharges from vendors."

“Increased raw material costs were beginning to be offset by increased selling prices of finished goods. Major competitor has started price cutting thus reducing margins again.”

“Steel surcharges are where they were in August 04.   Lead times domestically have shortened.  This is likely due to a lack of automotive demand for raw materials.”

“Employment opportunities in procurement but limitations to hire internally.”

"Hours in the day are the item we have in short supply.”

"Business grew 50% from 2002-2004.  Expect another 20 -25% growth in 2005."

"Watching everything very closely - cutting costs wherever we can."

"Still seeing raw materials go up in price"

                                                    APRIL                                              Index 2004/2005 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	APR
	
	

	 Sales
	53%
	28%
	11%
	08%
	
	+33
	+40
	+48
	+21
	+21
	+46
	+26
	+24
	+42
	
	

	 Production
	42%
	25%
	08%
	25%
	
	+37
	+24
	+11
	+19
	+17
	+29
	+14
	+11
	+34
	
	

	 Employment
	39%
	53%
	08%
	00%
	
	+27
	+17
	+15
	+12
	+16
	+25
	+15
	+18
	+31
	
	

	 Purchases
	47%
	42%
	11%
	00%
	
	+31
	+40
	+26
	+26
	+29
	+38
	+18
	+39
	+36
	
	

	 Prices Paid 

 (Major Purchases)
	42%
	50%
	08%
	00%
	
	+53
	+51
	+52
	+63
	+65
	+54
	+52
	+49
	+34
	
	

	Lead Times (from      Sellers)
	39%
	58%
	03%
	00%
	
	+45
	+31
	+42
	+40
	+44
	+32
	+35
	+39
	+36

	 Purchased Inventory 
	31%
	31%
	05%
	33%
	
	+17
	+06
	+17
	+02
	-02
	+26
	+02
	+21
	+26

	Finished Goods  Inventory
	28%
	30%
	11%
	31%
	
	00
	-13
	+03
	-14
	-02
	+09
	-02
	+08
	+17


(Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.)

	NAPM - Houston
	05/04
	06/04
	07/04
	08/04
	09/04
	10/04
	11/04
	12/04
	01/05
	02/05
	03/05
	04/05

	Composite PMI
	62.9
	60.5
	64.4
	62.8
	62.7
	60.2
	60.8
	60.5
	61.7
	59.0
	58.2
	60.8


A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.












