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HOUSTON PMI SHARPLY UP


SALES SPARKS TURN 


JOB LOSS SLOWS


�
The Houston economy took a sharp turn northward in January as the PMI (Purchasing Managers Index) sailed to 53.4, up eleven per cent from December's anemic 47.9. This was the highest PMI reported since August of 2001, when the PMI was on its way down from the peak in January of that same year. 





Primary among the factors stimulating January's reversal was the Sales component, which had an index of 17 for the month. The Sales index had been bumping along at a slightly negative gait for the past four months. Nearly 40 per cent of survey participants reported increases in their firms' Sales for January.





An additional prime mover in the past month was the Production component, which had been reporting shrinking Production rates in thirteen of the last sixteen months. January was the first month to show growth in Production rates since February 2002. 





A significant turnaround also developed in the Purchases index in the past thirty days. The Purchasing index went from -22 in December to +11 for January. The percentage of survey contributors reporting fewer purchase commitments dropped from 47 per cent to 22 per cent, while those reporting increased purchases of goods and services rose from 25 per cent to 33 per cent.





Employment levels continued to decline in January according to Houston purchasing executives, as they have for sixteen consecutive months, however the rate of loss slowed noticeably in January. If Sales and Production rates remain plus-side for longer than a month or two we could see the Employment picture brighten substantially. 





Prices Paid continues to get very little attention since there is virtually no inflationary pressure visible. Eighty-two per cent of Houston supply chain pros reported seeing no change in prices in January from those they paid in December.





Lead Times continued to shrink slightly in January indicating no serious shortages of needed materials, leading to Purchased Materials and Finished Materials inventories both being further reduced in January as they have been for the past fifty-five consecutive months.





Will February give us hope of real honest-to-goodness economic growth for 2003?  Odds say it's likely. 


�






Items in short supply: Vaccine, raw materials for forgings, castings and bars, transformers, skilled labor, hydraulic fluids, large castings, specialty gauges, polymer seals, gasoline. 


Prices on the UP side: Paints, castings, PVC and PVC extrusions, bar stock, forgings, stabilizers, vaccine, fuel, plastic valves, computer maintenance, telecommunications, computer software, diesel fuel, gasoline products, steel, transportation.


Prices on the DOWN side:  Services, computer equipment, components and related items, OCTG, custom needles, screw machine work, instrumentation valving; fabrication of large towers, drums. 











COMMENTS FROM SURVEY PARTICIPANTS





�
"Considerable softening on the Sales side over the holiday period.   Have not recovered order rate as normally occurs."





“We continue to watch the steel market carefully…. mergers, capacity, utilization.  Now also watching the LTC carrier's negotiations with the teamsters, especially after last year's carrier occurrences. ”





“Orders seem to be on an increase, backlog is increased a little.”





"We are short of qualified buyers with gov't background in FAR."





“We are seeing some positive signs of recovery, but I'll reserve any optimistic forecast for a while.” 





“Mobilization will impact the procurement department.  (I am on stand-by alert.)  New contract, 100% renewal process.”





“Look for turn-around 1st Qtr of '03.   Many orders are on hand.”





“Purchased another small competitor, adding equipment and personnel."





“Management has revisited their '03 business plan and are now projecting sales revenues and profits to be down 18 to 21% from '02.  The uncertainty of the economy, fueled by the possibility of war, has delayed major projects that affect our business.”





“Injection molders are calling for future orders.   They claim capacity planning but it usually means excess capacity.”





“Market sluggish - 4th Qtr proposal load low and has not increased for 1st Qtr '03.  Looks slow for 1st two Qtrs.” 





“3rd Qtr 02 ended on the up side, we managed to get production back up to a satisfactory level to take advantage of oil & gas prices. The outlook for 2003 is good, although expenditures will be reduced from previous two years.  Some staff reductions announced end of Oct 2002 have not yet been implemented.”








“Baring anything unforeseen, 2003 should be very similar in activity to 2002."





"Finished goods dropped slightly below targeted level at year end.   There will be a slight increase in production over sales to make up this variance." 





“Refused poly roll stock price increase. We have sold two more of our companies and are now down to 6 facilities form 26.  May be down to 5 by March.”





"Increase in parts orders vs. finished assemblies."





"We will not accept price increases."





“We are short on skilled labor because we can't hire.”





“The job isn't fun anymore, but at least I have one.”





“Management is guardedly optimistic for first quarter.   I think they have a reason to think that way.  I see no marked improvement in the near future.”





“Not as many new orders as same time last month, but larger orders than last month.”





"Employment down-projects down."





"The prospect of new ownership and new projects lends itself to a brighter 2003." 





"We have had some real problems with manufacturers' backorders and product recalls."





“We are only rebuilding inventory levels after year end inventory.  This doesn't mean business is improving!”





“Slight increase in Sales, no problems, so far, in purchasing or delivery of goods.”





�
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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.)
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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.											


