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EMPLOYMENT GAINS FOR 2ND MONTH


SALES, PRODUCTION SPURTING   


RESTOCKING BEGINNING


�
Houston's economy is picking up where it left off in 2003, with the PMI rising in January to its highest level since July of 2001. January's PMI of 58.3 represents an 8% improvement over December's 54.2 and a 22% increase over the 47.9 PMI recorded in December '02.





The Employment component of the PMI rose in January for the second consecutive month after 26 months of losses.  Seventy-five per cent of Houston's purchasing executives reported no change in staff levels for the month, appearing to signal that the job evaporation that has plagued Houston for over two years is now nearly behind us.  A rapid development of new jobs is not expected, but with Sales and Production numbers growing significantly more hiring is soon to follow, with acceleration likely to continue over the next several months.





The Sales and Production indices both rose notably in January to levels not seen in Houston for nearly three years.  Only 15% of survey  respondents  reported  less 


Sales in January than in December and only 8% of contributing firms had lower levels of production in the last thirty days than in the prior thirty.


Purchases also made meaningful gains in January with half the number of those surveyed reporting less purchases made than reported lower buying in December. Only once since June 2001 has the current level of Purchases been equaled.





Not surprisingly, Prices Paid moved up noticeably in January, according to procurement pros, although two-thirds of those reporting witnessed no change in prices for the month.  One area of serious price concern: Steel and steel products.  This could have very broad ripples as the current increases move through the supply chain. 





Lead Times also increased in the past month as many firms found it more difficult to meet increasing Sales and Production demands from their inventories that have, for the most part, been the subject of continual planned shrinkage for the past five years. Both Purchased Materials Inventories and Finished Goods Inventories will have to be rebuilt while at the same time meeting increasing new sales order demand - not an easy task. Overall, however, 2004 just looks better and better. 


�






Items in short supply: SS plate, PCA components, steel capacity in pipe mills, prevnar vaccine, flu vaccine, non-standard sizes of larger diameter OCTG and line pipe, IC's, custom extrusion PVC, high quality carbon steel flat rolled plates, galvanized steel, hot rolled steel.  


Prices on the UP side: All grades of SS plate, finished goods from metal & forgings, castings, bar, homopolymer superior resin, copolymer resin, anything steel - plate, beams, castings, forgings-lots higher if it contains nickel in the alloy, electrical and electronics, machined valves, specialty rubber products, gasoline, polyethylene resins, seamless & welded pipe, vaccines, diesel, lubricants, air freight, plywood, copper, SS, bronze castings & tubing, SS castings (because of nickel), all stainless & carbon steel products, container freight, PVC resin; LTL freight.  


Prices on the DOWN side:  Palm pilots, laptop computers, servers, nylon, IT services. 





COMMENTS FROM SURVEY PARTICIPANTS





�
"Sales and inquiries down last month. The holidays impacted that somewhat. Not seeing much activity yet in the offshore oil-drilling sector, which will impact our business.  1Qtr 04 backlog still strong however." 





“Increases are coming; some serious.  China is buying all the nickel it can."





“December was our busiest month of 2003!   Looking forward to 2004!!”





“Steel market may be tightening as China is buying forward." 





“Hoping Gov't funding release will create more sales." 





"Gearing up to do more work in-house to reduce G & A."





"Nothing significant this month.  Business is steady. Looking for the year to be a good one."





"Scrap to make castings, forgings, bar - which means all metal finished goods - are in short supply."





"Production will be above budget for January & February.  December inventory reduction was more than planned - bringing inventories back to budget."





"Unit orders are down, backlog is decreasing, management reorganizing and streamlining for 2004."


"Price of steel may affect economics of capital projects - may be cancelled or delayed."





"Things are moving forward - more orders coming from customers. Personnel processing orders are busy."





"Very busy!"





"2004 is starting out well above last year."





"All seamless & welded pipe has had major price increases in last month with surcharges based on scrap prices. Increases equal approx. 15-18%. Last time we saw this was 1972."





"Raw steel prices have increased significantly.   Demand from China and scrap price increases are the cause."





"We project steel, copper, aluminum and container freight to be the cost and supply challenges for '04.  Sourcing organizations should be prepared to watch these markets closely, both pricing and availability."





"Scrap and fuel surcharges of 10% are in place at least until April.   Business is picking up nationally and lead times extending; low inventories will likely lead to price increases due to demand."





"Extremely slow so far this year."   


  


"Economies obtained thru efficiency are causing hardships for subcontractors in certain geographic areas.   Some are reducing staff due to reduced workload."





"Services to Medicare/Medicaid have decreased with consolidation of agencies."





"With a new mayor in office, anticipated City of Houston changes.  With consolidation of health related service agency, layoffs may be in the near future."





“We have met and exceeded our goal slightly for the last quarter; each month.”





"Looks like 2004 will be a good year."


�
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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�
02/03�
03/03�
04/03�
05/03�
06/03�
07/03�
08/03�
09/03�
10/03�
11/03�
12/03�
01/04�
�
Composite PMI�
51.0�
54.0�
55.0�
53.7�
54.1�
51.8�
53.3�
53.5�
55.7�
53.7�
54.2�
58.3�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


