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JOB GAINS MOVE INTO 2ND YEAR 

PMI STILL ABOVE “60”
SALES EXPANDING

December saw Houston’s economy continue to grow for the 24th consecutive month with the employment growth rate actually improving by 33% in the past month. The December PMI was 60.5, the eleventh straight month in which the PMI was in excess of 60, indicating very healthy economic expansion
.
The Sales component of the PMI (there are eight components; see chart below) was steady in December, with thirty-eight per cent of Houston procurement execs reporting that their firms had increased Sales in December, while only seventeen per cent experienced overall reductions in Sales when compared to the previous month. Sales have been reported as generally increasing month-over-month since that index turned positive in January 2003.  

The Production index also held a steady growth rate in December with more than twice as many survey participants reporting Production increases in their firms in December as reported net production decreases.
Lead Times are still long on many items but appear to be stabilizing to some degree. 

Employment continued to grow in the Houston area, according to survey contributors as it has for thirteen consecutive months, with twenty-three per cent of responses for December reflecting net gains in jobs while only seven per cent reported net job losses in the past month. This index will likely rise further over the next quarter as many firms’ confidence in where Houston’s economy is going becomes more evident. 

Prices Paid continues to move up with two-thirds of Houston’s contributing supply chain pros reporting higher prices being paid again in December, as they have been reporting since late 2003. Nearly seventy per cent of those buyers reporting are being faced with higher prices each month and some now seem to be steeling themselves for continuing price hikes throughout 2005. It still remains likely, however, that some prices will start noticeable leveling within the next few months; those will probably be followed by others, and that trend will add further impetus to Houston’s economy.
Inventories remain a problem: too little to meet customers’ growing demands. Certainly this situation could foment more inflation fears.
Items in short supply: Computer parts (old technology), PTFE, PFA, steel, castings, forgings, 12v hydraulic pumps, lumber, tapered roller bearings, winches, flu vaccine, bearings, steel bar,  hand rigs, inland barge rigs,  blanks for studs, TiO2, Co-poly PVC resin, steel products. 

Prices on the UP side: Resin based items, anything made from polypro (bags, packaging), PTFE, PFA, nylon, energy, etching, bearings, lumber, gas, fuel, ductile, gray iron & steel castings, cartons, chemicals, rope, drill rig rates, rubber molded components, carbon & stainless ring gaskets, fluids, pump products, Co-poly PVC resin, stabilizers, TiO2, calcium carbonate, polycarbonate resin, steel & related products, stretch film, box sealing tape, poly sheeting, copper, SS, especially T-316, fuel, labor, lubricants, tires, repairs, chemicals, resins.           

Prices on the DOWN side:  Services, metals & metal products, computer components and memory, IT equipment.  
COMMENTS FROM SURVEY PARTICIPANTS

"Drivers and trucks in major oil & gas production and drilling areas are in short supply."

"December is way busier than we expected, indicating January should be strong."

"Nothing is really in short supply but lead times for mill orders of stainless steel remain long." 

"Maintaining stock inventories is critical with last minute buying."

"Recent advisories on coal prices in ’05 affecting steel prices will not be as critical as will exchange rates, freight availability, and demand."

"Raw materials and finished good inventories being reduced for year-end.  But purchases and production up while (actually) reducing this year due to improved December sales."  

"Looking forward to a mid 1st QTR for sales to pick-up."

"No end in sight for 2005 price increases.  Longer lead times expected.  Shorter supply of inventories and customers want it now."

"Any products that are manufactured using “oil” as feedstock are in short supply." 

"We lost help through attrition and were not able to replace.  Senior management not willing to acknowledge." 

"Raising the bar and making people more accountable."

"The price of items coming from Europe (Euro) is on the upside."

“Labor is on the up side.”

“Things seem to be leveling off, at least for the time being.”

“Prices on the down side --- Quit dreaming.”

"2005 shaping up to be a good year.  Expect revenues to increase around 8%.  Lots of opportunities in the international market place and we are placing our sales emphasis in that area.”
"Prices on European commodities are rising due to Euro, labor unions and steel.  Expect higher than normal price increases on European products."

"We are finishing year 2004 as the best in our history."

"Production was down because vendors are missing delivery promises."

"Surcharges on product continue to be the major concern."

"Steel bar availability has improved.  Prices remain substantially higher.  There is some evidence that they could at least be leveling."

"Preparing 2005 contracts and trying to minimize the impact on 1Q05 from all the price increases."

“Business is down some but expenses have been up and profit is way down.”

“Salaries and benefits are on the down side while qualified labor is in short supply.”
“2005 looks like 2004.”

"Purchasing jobs must be more plentiful now; the recruiters are starting to call frequently."  

                                                    DECEMBER                                                  Index 2004 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	APR
	MAY
	JUN
	JULY
	AUG
	SEP
	OCT
	NOV
	DEC
	
	

	 Sales
	38%
	38%
	17%
	07%
	
	+49
	+43
	+31
	+52
	+33
	+40
	+48
	+21
	+21
	
	

	 Production
	32%
	27%
	15%
	26%
	
	+33
	+29
	+33
	+40
	+37
	+24
	+11
	+19
	+17
	
	

	 Employment
	23%
	70%
	07%
	00%
	
	+19
	+19
	+02
	+23
	+27
	+17
	+15
	+12
	+16
	
	

	 Purchases
	46%
	37%
	17%
	00%
	
	+35
	+31
	+38
	+37
	+31
	+40
	+26
	+26
	+29
	
	

	 Prices Paid 

 (Major Purchases)
	68%
	29%
	03%
	00%
	
	+65
	+65
	+51
	+52
	+53
	+51
	+52
	+63
	+65
	
	

	Lead Times (from      Sellers)
	49%
	46%
	05%
	00%
	
	+59
	+45
	+49
	+44
	+45
	+31
	+42
	+40
	+44

	 Purchased Inventory 
	15%
	37%
	17%
	31%
	
	+02
	+17
	+04
	+06
	+17
	+06
	+17
	+02
	-02

	Finished Goods  Inventory
	20%
	34%
	23%
	24%
	
	+04
	-02
	+07
	+06
	00
	-13
	+03
	-14
	-02


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

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

	Composite PMI
	58.3
	60.1
	63.1
	64.6
	62.9
	60.5
	64.4
	62.8
	62.7
	60.2
	60.8
	60.5


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












