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ECONOMY STEADILY GROWING

HIRING RATE NEAR RECORD
PRICES MODERATING 

Houston's economy grew again in August for the thirty-second consecutive month. The PMI for the month was 62.9, keeping alive a string of five “60 plus” months; seventeen of the last nineteen months have produced a PMI of sixty or greater, indicating an extremely healthy economic environment for the area.

The Sales component of the PMI continued its torrid pace in August with fifty-two per cent of survey respondents reporting that their firms’ Sales increased for the month against their July Sales, while only eleven per cent reported a decrease in Sales in the past thirty days. The Sales index has been at or near record levels since January of this year.

The Employment component of the PMI also hovered at a near record level for the past month. August’s Employment index of 34 has been equaled only twice before, in 1997, and bettered only once in the past ten years, in early ’98. All indications seem to point to the hiring need continuing, although some leveling may occur as the Production and Sales affects of Katrina become known.   

Production rates continued to climb in August, according to survey participants, making August the twenty-ninth straight month of Production increases. 

Thirty-seven percent of those responding reported a rise in their Production rate as opposed to only 6 per cent indicating a drop in Production for the month.

Purchases maintained a very healthy growth rate for the month while buyers were attempting to meet the requirements of significant Sales and Production ramp-ups.

The rate of Price increases dipped slightly in August with nearly a third of participating firms having seen overall price increases even though sixty per cent of those surveyed reported that the prices they paid for the month were the same as for the prior month.

Purchased Materials Inventories increased during August while Finished Goods Inventory was flat for the month.

We cannot yet know what overall affect Hurricane Katrina will have on the Houston economy but the likelihood of a general economic reversal is very, very, small.  There is currently a solid economic base in the local area and that base will likely not shrink much, if at all. It remains likely that 2005 will end in record or near-record territory.

Items in short supply:  Steel Castings, metal tips, cyro, vaccine, tapered bearings, down hole connectors, speciality circuit boards, steel, valves, packing, castings, aircraft quality forgings, 7-5/8" & &" OCTG, Ti02, memory modules, optical disc products.       
Prices on the UP side: Natural gas, electricity, surcharges, lumber, gas, petroleum products, diesel fuel, poly, marine vessels - tugs & barges, acetone, calcium carbonate, steel scrap, aluminum products, resins, CTL rates, T/C rates, gasoline, PVC/CPVC valves, lube, tires. 

Prices on the DOWN side:  PC's, cartons, MRO materials, office supplies, plasticizer, co-poly resin, packaging, steel fabrications, fasteners, stainless surcharges, carbon steel, aluminum. 

COMMENTS FROM SURVEY PARTICIPANTS

"Business continues to be strong, but concerns (exist) over the high fuel costs (natural gas and electricity)."

"Steel castings are out 16 weeks and causing problems.”

"Metal tips manufactured in Switzerland and cyro are in short supply due to plant holiday shutdowns."

"Our opportunities continue to grow.  Increased production, new designs and steady sales."

"Deliveries at manufacturers’ level going out (longer).  In some cases we cannot get firm answers on deliveries of steel from the mills.”

"All of our prices are on the up side."  

"Business is almost too good!   Demand is exceeding our capacity to perform in both the professional disciplines and the shop.  Trying to hire people, but selection of qualified people is slim.  I guess it's a good problem to have, but the stress level is getting high." 

"Stainless prices will drop and carbon steel prices will rise September 1st."

"Several staff have resigned due to attractive job offers out there."

"Still expanding and hiring. Need to find more manufacturing space."

"Lots of work. Backlog increasing.  Business good.  Doesn't seem to be much discount for large quantity orders anymore."

"Prices keep increasing on most items."

“Keeping a steady pace.”

“We are taking our approach to purchases back to bidding the business on annual basis and 2 to 3 suppliers. Seeing reductions in price not obtained from single sourcing.”

“Suppliers and agents for Chinese goods, services, and transportation trying to raise prices to "affect 2% currency revaluation". Don't let this happen.  Still on excellent productivity gap and competitive environment.”

“Manufacturing performance is taking up the slack for lead times and constraints - working smarter.”

“Gasoline prices are on the UP side - Help!”

“Added 2 new warehouse employees to get ready for the fall turnaround season and anticipated growth.”

“Rig count is driving our business!!”

"All material is tight only because of tightening inventory strings. Prices are still dropping.  We don't want high dollar inventory on the floor." 

"Aluminum prices are soft because of imports.  Stainless surcharge dropped for September."
EDITORS’ NOTE: Employment comments were of four varieties: "Shortage of experienced people; Short: Qualified QC personnel, drivers and office personnel; Employee costs are on the UP side."

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

	 Sales
	52%
	31%
	06%
	11%
	
	+21
	+46
	+26
	+24
	+42
	+51
	
+34
	+45
	+46
	
	

	 Production
	37%
	34%
	06%
	23%
	
	+17
	+29
	+14
	+11
	+34
	+47
	+31
	+35
	+31
	
	

	 Employment
	43%
	48%
	09%
	00%
	
	+16
	+25
	+15
	+18
	+31
	+28
	+18
	+30
	+34
	
	

	 Purchases
	49%
	40%
	11%
	00%
	
	+29
	+38
	+18
	+39
	+36
	+23
	+46
	+48
	+38
	
	

	 Prices Paid 

 (Major Purchases)
	31%
	60%
	09%
	00%
	
	+65
	+54
	+52
	+49
	+34
	+25
	+25
	+27
	+22
	
	

	Lead Times (from      Sellers)
	51%
	43%
	06%
	00%
	
	+44
	+32
	+35
	+39
	+36
	+20
	+34
	+31
	+45

	 Purchased Inventory 
	23%
	34%
	06%
	37%
	
	-02
	+26
	+02
	+21
	+26
	+05
	+12
	+17
	+17

	Finished Goods  Inventory
	20%
	40%
	20%
	20%
	
	-02
	+09
	-02
	+08
	+17
	+03
	-03
	-10
	00


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

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

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


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












