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ECONOMY GROWS FOR 30TH MONTH
PURCHASES UP SHARPLY
JOBS CONTINUE EXPANDING 

Houston's economy grew in June for the 30th consecutive month, spurred by accelerating Sales, Production, Employment and Purchases for the past month. The PMI slipped slightly from its May high point while still recording a very healthy 61.0 for the past thirty days.

Sales expanded in June at a rate less than in April or May but still maintained the two and a half year rise. This is the longest sustained period of Sales growth seen since this report began in 1995.   
Thirty-seven per cent of Houston firms reporting experienced growth in their Production rates in June while only six per cent reported Production rate decreases for the month.
The Employment component of the PMI reflected a lower rate of acceleration in June while stretching its current growth period to nineteen continuous months. Prospects presently look very good for a considerably longer period of employment expansion.  

Purchases rose sharply in June as many firms sought to replenish inventories of raw and finished goods. Sixty per cent of survey respondents reported    increased purchases in their firms while only fourteen per cent reduced their buys for the month.  Purchases will likely continue growing as confidence in the future of Houston’s economy develops further.  

Prices Paid remained at the same level of overall rate increase as in the prior month, with one third of survey contributors reporting higher prices, while nearly sixty per cent reported no net change in the prices they paid for goods and services during the month. June was the fifth consecutive month in which prices experienced no increase in the growth rate, a positive sign for future economic growth and the tendency stable prices have to foment new capital investment. 

Lead Times jumped up noticeably in June even though sixty per cent of Houston purchasing pos reported no increase in the shipping times they faced during the month.

Inventories of Purchased Materials were pushed up by twice as many firms as were lowered and Finished Goods Inventories fell slightly.
Houston’s economic climate remains very sunny with only occasional scattered clouds in sight.  International events do not presently seem to be exerting even a slight dampening affect on continuing robust economic growth in the Houston area.
Items in short supply:  Tapered roller bearings, specialty castings, 2006 flu vaccine, light gage stainless, packing, specialty rubber parts, steel, forgings, castings, work over and inland barge rigs, tugs, crews, TiO2, co-poly resin, homo poly resin, marble calcium carbonate, 4130 aircraft steel plate, copper wire with peek jacket.    
Prices on the UP side: Alloys, urethane, stainless surcharge, wire rope hooks, plastic, rubber products, seals, vaccines, towing charges, energy, fuel, surcharges, freight, electricity, PVC resin, copper, aluminum, plastic resins, PVC, polypropylene, ultem. 

Prices on the DOWN side:  Scrap, steel - plate, structural, tubing, polyethylene resins, PC equipment, carbon steel, safety supplies, MRO items, PC equipment, IT hardware, container freight, hot & cold rolled steel products, electrical components, software.   
COMMENTS FROM SURVEY PARTICIPANTS

"Business is up, but this company continues to eliminate positions.  Goal is to appear (to be)more efficient."

"Business continues to be strong.  Orders continue to be very good.”

"Steel mill allocations have been marginalized, at least for now.  New base levels appear to have been established for bar & tube."

"Best month ever in May with no sign of slowing down."

"Still watching every dollar we spend.”

"Surcharge for 316 stainless will increase another 12 cents per pound July 1st."  

"Steel prices seem to be declining after last year’s excessive increases." 

"Carbon steel market still dropping; mills cutting back on production to try to firm pricing.  Latest oil prices could slow down downward spiral pricing, in form of fuel surcharges."

"All our prices are on the up side."

"Union with new parent company has caused layoffs and reorganization, nevertheless, we are on target to meet or exceed our goals."

"We are not experiencing any problems at the present, availability has been good." 

"Workload remains heavy. Vendors seem to be making more errors on parts and equipment being supplied; don’t know if that is a function of being too busy for the caliber of people being hired.  Either way it hurts when trying to support a tight delivery schedule."

"We are adding capacity for 3rd & 4th quarters.  It appears we will be operating at maximum capacity for next few years."

"Automotive downturn has loosened the steel market.  We are being very aggressive with cold-rolled products." 

"We continue to be very busy."

“Towing charges continue to be increasing for tugs for day rates and rig moves.”

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

	 Sales
	43%
	39%
	09%
	09%
	
	+48
	+21
	+21
	+46
	+26
	+24
	+42
	+51
	
+34
	
	

	 Production
	37%
	37%
	06%
	20%
	
	+11
	+19
	+17
	+29
	+14
	+11
	+34
	+47
	+31
	
	

	 Employment
	32%
	54%
	14%
	00%
	
	+15
	+12
	+16
	+25
	+15
	+18
	+31
	+28
	+18
	
	

	 Purchases
	60%
	26%
	14%
	00%
	
	+26
	+26
	+29
	+38
	+18
	+39
	+36
	+23
	+46
	
	

	 Prices Paid 

 (Major Purchases)
	34%
	57%
	09%
	00%
	
	+52
	+63
	+65
	+54
	+52
	+49
	+34
	+25
	+25
	
	

	Lead Times (from      Sellers)
	37%
	60%
	03%
	00%
	
	+42
	+40
	+44
	+32
	+35
	+39
	+36
	+20
	+34

	 Purchased Inventory 
	23%
	40%
	11%
	26%
	
	+17
	+02
	-02
	+26
	+02
	+21
	+26
	+05
	+12

	Finished Goods  Inventory
	14%
	46%
	17%
	23%
	
	+03
	-14
	-02
	+09
	-02
	+08
	+17
	+03
	-03


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

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

	Composite PMI
	64.4
	62.8
	62.7
	60.2
	60.8
	60.5
	61.7
	59.0
	58.2
	60.8
	62.9
	61.0


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












