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HOUSTON EMPLOYMENT PICTURE SHOWS GROWTH  


JOBS TURN AROUND AFTER 26 MONTHS





�
Houston's economy completed a full year of growth in December with the PMI being reported at 54.2 for the past month.





The big story in December was that the Employment index went to the positive side of break-even for the first time in twenty-seven months.  After flirting with the break-even point for the last four months the jobs component finally found enough stamina to finish the month of December in positive territory. This brought to an end over two years of continuous overall job losses.  Twenty per cent of survey respondents reported employment gains in their respective firms in the last thirty days while only sixteen percent reported net job reductions.  At the same time 64% of firms reporting experienced no change in manpower levels.





One month of net employment increase does not establish a trend, but it does reflect positively on the job growth potential that appears likely to be much more in evidence as we move into 2004. 


 


Prices Paid reflects continued modest price increases and is still not causing great concern regarding any possible growth crippling affect of the "I" word.





The Sales component of the PMI reflected increasing Sales in every month of 2003, while the Production component reflected growth in ten of the last twelve months.





Purchases of goods and services were increased in December for the ninth month in 2003 as over one third of survey contributors reported making more purchases on behalf of their firms.  This category will likely see faster growth in 2004, as Sales backlogs will demand larger commitments for raw and semi-finished materials as well as a variety of services.





Lead times became longer in some areas of industry in December and will probably continue to do so, more so if a general inventory replenishment mentality begins to bloom. This may lead to demand building faster than supply can respond.





Inventories were reduced in both Finished Goods and Purchased Materials over the past month; common strategy before the Tax Man cometh. Concerted rebuilding of select inventory categories is now being discussed in many firms, as confidence in the economy seems to be growing. 








�



Items in short supply: Seals & packing, stainless steel, hydraulic gages, manpower, semi-conductors, older version computer components, lugs from Spain, integrated circuits, flu vaccine, 2205 SS.  


Prices on the UP side: Used tubing, steel, fasteners, fuel & lubricants, bar & rod steel, steel scrap, aluminum products, semi-conductors (allocations), flu vaccine, electricity & natural gas, freight, calcium carbonate, oil & oil related products, castings, ERW carbon pipe, 2205 &T317L SS.     


Prices on the DOWN side:  OCTG, drill bits, freight, trucking, injection moldings, nylon, polycarbonate, computers & components, packaging materials (down 3%).








COMMENTS FROM SURVEY PARTICIPANTS�



"Prices jumping up as suppliers go through the annual year end dance of inflation.  Outlook for 2004 is guarded." 





“Reviewing annual increases being passed on for plastic resin based items and labor."





“Hope things are turning but with jobs increasing in the middle income area not a lot of promise expected.”





“Business quotas have been met and slightly exceeded quotas for the last three months." 





“Interesting time.  Workload forcing an increase in number of employees." 





"China is continuing to buy stainless nickel at an all-time high. That fact coupled with a nickel mining strike could produce shortages and, of course, continued price hikes."





"Spike in gas price has been good for us with the analysts and stock price has moved upwards due to prices and cold weather forecasts."





"We don't see the lifting of the 201 tariffs to have much of an immediate impact on steel pricing.  The shortage of steel scrap is looking like the same impact in '04 as the 201 tariff was in '03.





"Hanging in there!"





“Even in this economy - merit budget and bonuses were still intact." 





"Staff who are good at multi-tasking under heavy workloads are in short supply."








"Within the city public sector - grant funded organizations are under pressure to fill employment positions due to new city officials coming in."





"Just signed a four month contract for electricity in hopes that cost will come down by Spring."





"It appears that the requested decreases in inventory have a life of their own unrelated to Sales.  The same holds true for manpower."





"Homopolymer (PVC) resin plants are reported to still be operating above 90% capacity thus will be short supplied next quarter."





"Most prices are holding steady."





"1QTR 04 will be busy for us.  International market place still looks good, but domestic market shows no improvement.  Got a couple of order cancellations last month.  Not sure what signal, if any, that is sending." 





"Our business has picked up considerably.  We have a large order for Iraq.  January is completely full. Great news."





"ERW carbon pipes prices going thru the moon."





"Wow!  What a month!"





"We are finishing with a strong 4QTR. The year 2004 looks better."





“Nothing much is happening at this time.”
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(Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.)





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


