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PMI "MOVIN' ON UP"

HIRING SOARS
PRICES STEADYING 

July saw Houston's economy growing again as the PMI rang up a reading of 63.7, the highest in a year and the third highest PMI to be recorded since mid 1997, the fourth highest in the past ten years. The PMI was pushed up by a surging Sales index and a very heady Employment component.  

The Sales index rose to 45 from June's 34, making July the second strongest Sales month of the year.  Fifty-seven per cent of survey respondents reported increased Sales for the month while only seven per cent saw their firm's Sales decline in July.   

Employment accelerated in July to an index of 30, eclipsing any jobs reading since early 1998. Forty per cent of participating Houston firms increased their headcount while only ten per cent had a net reduction in manpower for the month.  

Purchases of goods and services also grew in July, following the consistent growth in Sales and Production, and the costs of those purchases remained steady for the past thirty days, with some notable commodities falling in cost while the inflated prices of other goods stubbornly refused to recede.

Lead Times fell somewhat during the month, reflecting increased production rates, even amid demand rates that continued their upward trend.

Production rates increased slightly over June numbers, the 28th consecutive month of net Production improvement.

Purchased Materials Inventories were increased by a substantial majority of firms, indicating that efforts by Houston's supply chain pros to find alternative suppliers are meeting with success in many cases.

Conversely, Finished Goods Inventories were reported as falling two to one against those with additional stocks. Building or maintaining a serviceable Finished Goods Inventory is a double-edged sword: low inventory means Sales are excellent but also means Sales may be missed.

This month's Comments from Survey Contributors may be the most consistently positive remarks to have ever been seen in this report. Clearly, Houston business leaders see potential for a year that may exceed all forecasts.

Items in short supply:  Tapered roller bearings, 2006 flu vaccine, castings, valves, transmitters, specialty rubber molded products, hydraulic cylinders, pressure gauges, 7-5/8” & 9-5/8” casing, OCTG, experienced drilling consultants & rig hands, inland barge & land rigs, S-glass, Kevlar, carbon fiber material, nickel based products, inconel, nickel clad conductors, truck drivers, specialized oil field trucks.    
Prices on the UP side: Boxes, petroleum based products, resins, vaccines, ferrous castings, casing for drilling, marine equipment, tugs and barges, transportation charges, stretch wrap, electricity, specialty steels, auto rental rates, PVC, PC, fasteners, fabrication, copper, polyethylene based elastomers, line haul. 

Prices on the DOWN side:  IT hardware/software, carbon steel, electrical components, ERW tubing, PC equipment, plasticizer, homo-polymer & co-polymer resin, CR & galvanized steel, PCBA’s, instrumentation wire & cable, SS surcharges.   


COMMENTS FROM SURVEY PARTICIPANTS

"Rig count goes up – pressure on in service sector."

"Record backlogs, daily layoffs; welcome to the 21st century.”

"YTD Sales are at an all time high.   Deliveries for wire and cable are pushing 18 weeks."

"Valve deliveries are getting much longer; from 4 weeks a year ago to 18 weeks now."

"Actually beginning to hire for the first time in many years.”

"Good market now for sourcing professionals…many opportunities with limited availability of good candidates."  

"Supply appears to have stabilized.   Even TiO2 is now available." 

"We have been successful in adding additional suppliers or switching to alternative materials to reduce prices."

"Price increases just keep coming in all directions, rubber plastics, resins, chemicals, raw material, fasteners, o-rings, seals, electronics, etc.  There is no end in sight, lead times keep getting longer and longer.  Material shortages are an issue."

"Started a new fiscal year.  I still have a job!"

"Publications indicate price of carbon steel is coming down.  Haven’t experienced that yet with my fabrication.  Difficult, if not impossible, to compress lead times with suppliers as their capacity is being filled up.  Business for most everyone seems good."

"We had a really good quarter for after-market sales and also bookings.   Booking of new unit sales remains sluggish although quoting is up."

“We are heading for our second record year in our fifty year history.”

“Business has picked up very well both domestically and internationally.”

“Our backlog is keeping us busy.  This is the time of year when sales slow down.”

“Manufacturer is stretching delivery of tapered roller bearings to ten months.”

“We just had a record revenue month and expect to continue the same moving forward.  Good market.  Decent supply chain.  Reliable people.”

“Management doesn’t seem to want to work together and make tough decisions.”

“Our lead times are sufficient to cover items in short supply.  Time is our biggest problem.”

"Demand still exceeds capacity; already beat last year’s sales figures and still have another quarter to go." 

"Production dropped due to hurricane Dennis’s approach and rig evacuation.  No accidents or injuries to personnel fortunately."
"Prices on the up side = everything."

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

	 Sales
	57%
	24%
	07%
	12%
	
	+21
	+21
	+46
	+26
	+24
	+42
	+51
	
+34
	+45
	
	

	 Production
	40%
	29%
	05%
	26%
	
	+19
	+17
	+29
	+14
	+11
	+34
	+47
	+31
	+35
	
	

	 Employment
	40%
	50%
	10%
	00%
	
	+12
	+16
	+25
	+15
	+18
	+31
	+28
	+18
	+30
	
	

	 Purchases
	60%
	28%
	12%
	00%
	
	+26
	+29
	+38
	+18
	+39
	+36
	+23
	+46
	+48
	
	

	 Prices Paid 

 (Major Purchases)
	41%
	45%
	14%
	00%
	
	+63
	+65
	+54
	+52
	+49
	+34
	+25
	+25
	+27
	
	

	Lead Times (from      Sellers)
	38%
	55%
	07%
	00%
	
	+40
	+44
	+32
	+35
	+39
	+36
	+20
	+34
	+31

	 Purchased Inventory 
	24%
	36%
	07%
	33%
	
	+02
	-02
	+26
	+02
	+21
	+26
	+05
	+12
	+17

	Finished Goods  Inventory
	14%
	33%
	24%
	29%
	
	-14
	-02
	+09
	-02
	+08
	+17
	+03
	-03
	-10


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

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

	Composite PMI
	62.8
	62.7
	60.2
	60.8
	60.5
	61.7
	59.0
	58.2
	60.8
	62.9
	61.0
	63.7


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












