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ECONOMY GROWS FOR 3 YEARS

PRICE RISE SLOWING
JOB MARKET STABILIZING 

The Houston economy completed three full years of growth in December, with a PMI of 62.5 for the month. The Houston PMI has been above 60, which marks very healthy growth, for twenty-one of the last twenty-four months.  

The Sales and Production components of the PMI fell slightly in December from the near record-setting numbers they held in November.  However, both Sales and Production are reporting a very positive ratio between those firms reporting “UP” results and those reporting “DOWN” results for the month.

The PMI’s Employment index indicates some degree of leveling for the month, with both the increase and decrease numbers diminishing and the “no change” category increasing in December.  It would appear that less new jobs are now being created but that fewer jobs are being phased out also, resulting in a general flattening of the job market.  This trend, if it continues, could result in a more stable economic environment, and may spell an even longer growth period for Houston business.

Promising news came from the Prices Paid component of the PMI in December, as the index dropped to 41 from November’s 55.  The percent of survey contributors reporting price increases fell from sixty-six per cent to forty-seven, while those reporting the same price levels for December as they paid in November went up from twenty-three per cent to forty-seven per cent.  The numbers  represent a significant change and if they continue in the same direction they will certainly add stimulus and stability to the economy, likely prolonging the current growth trend.  

Purchases of goods and services continued to grow at about the same pace as they have grown for most of the past year. Nearly half of all survey respondents reported increasing their purchases of goods and services for December, apparently confirming very solid Sales backlogs. 

Lead Times grew slightly in December as Sales backlogs continued to grow in many firms.  Buyers are apparently adjusting to working under current long Lead Time conditions, as they historically have done in rapid-growth periods, as those long delivery times become more the norm.

Inventories were nearly flat for the month as only those goods which could be immediately consumed were purchased; the inventory tax man cometh this time of year.

Items in short supply:  Flu vaccine, SS fasteners, cast pipe plugs, molded rubber products, hydraulic valves, SS pipe and fittings, 5-1/2, 7-5/8, 9-5/8 OCTG, marine equipment, tugs & barges, TiO2, C276 nickel alloy products, CS products, drillings rigs. 
Prices on the UP side: Casing, tubing, trucking, aluminum, Steel, copper, aluminum products, package freight, flat bed trucking, LTC, natural gas, electricity, PVC resins, fuel surcharges, tubulars, towing costs, rig rates, plastic parts, all fasteners, vaccine, steel with scrap, alloy, tungsten, coatings, heat treat. 

Prices on the DOWN side:  Gasoline, computer components, PC equipment, PCBA’s, steel fabrications, stainless steel. 

COMMENTS FROM SURVEY PARTICIPANTS

"2006 forecast is very promising for the business.   Hopefully there will be a trickle down effect on salaries."

"We are looking for another record breaking year.”

"Extremely busy.  Manufacturing completely at capacity for some product lines through 2006.  We are actually going to hire somebody new."

The price of everything is on the “UP” side.” 

"First quarter of 2006 is so loaded with work, that we have had to turn down work or have lost bids because we have no more capacity available until early second quarter.  Customers don’t want to wait.”

"Tugs and barges are in short supply due to damaged equipment."

"All pre-hurricane production has now been restored and we are moving forward again finally."

“Looking forward to a better 2006.”

“All is good."

"Growth for the Houston plant has been good but was achieved by merger and consolidation of total manufacturing capacity."

“TiO2 is still on allocation but as with other commodities, you can get what you need if you are willing to pay a price.”

"Fuel surcharges on most of what we purchase.” 

“Definitely seeing an increase in sales and growth for our company." 

“2005 should be another record year for our company.”

“Items in short supply are good help and reasonable prices.”

“The energy market to remain strong.  This should help maintain a pretty good jump to the start of next year.” 

"Carbon steel products are running short, mainly caused by import delays. Imsa (Mexico) canceling major tons of galvanized sheets."  

“There are no prices on the DOWN side.”

"Aluminum making some significant increases due to energy cost.   Expect to see ingot at its high in 1st QTR 06."

“Stainless steel has made some moves down, strictly surcharge related (nickel, moly, etc).”

                                           DECEMBER                                                     Index 2005 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	APR
	MAY
	JUNE
	JULY
	AUG
	SEPT
	OCT
	NOV
	DEC 
	
	

	 Sales
	53%
	26%
	09%
	12%
	
	+42
	+51
	
+34
	+45
	+46
	+45
	+26
	+50
	+44
	
	

	 Production
	44%
	24%
	09%
	23%
	
	+34
	+47
	+31
	+35
	+31
	+31
	+17
	+39
	+35
	
	

	 Employment
	26%
	65%
	09%
	00%
	
	+31
	+28
	+18
	+30
	+34
	+27
	+20
	+14
	+17
	
	

	 Purchases
	47%
	41%
	12%
	00%
	
	+36
	+23
	+46
	+48
	+38
	+35
	+23
	+39
	+35
	
	

	 Prices Paid 

 (Major Purchases)
	47%
	47%
	06%
	00%
	
	+34
	+25
	+25
	+27
	+22
	+42
	+62
	+55
	+41
	
	

	Lead Times (from      Sellers)
	41%
	56%
	03%
	00%
	
	+36
	+20
	+34
	+31
	+45
	+38
	+37
	+34
	+38

	 Purchased Inventory 
	12%
	38%
	12%
	38%
	
	+26
	+05
	+12
	+17
	+17
	+11
	+15
	+00
	+00

	Finished Goods  Inventory
	18%
	44%
	15%
	23%
	
	+17
	+03
	-03
	-10
	00
	+10
	+06
	+00
	+03


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

	NAPM - Houston
	01/05
	02/05
	03/05
	04/05
	05/05
	06/05
	07/05
	08/05
	9/05
	10/05
	11/05
	12/05

	Composite PMI
	61.7
	59.0
	58.2
	60.8
	62.9
	61.0
	63.7
	62.9
	62.1
	59.2
	63.9
	62.5


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












