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SALES INDEX SOARS 

JOBS ACCELERATE
PRICES SOFTENING

January began the new year with a hefty Purchasing Managers Index (PMI) of 61.7, and solid improvement in all eight components of the PMI.

Sales led the way in January, jumping to an index of 46, compared to December's 21. Fifty-five percent of Houston's supply chain executives reported Sales increases in their firms for the past month while only nine per cent reported decreases in their Sales.  

The Production component of the PMI also moved ahead impressively in January with only seven per cent of survey contributors reporting falling Production rates over the past thirty days.

Employment rose to the level it had been in July and August with nearly a third of survey respondents reflecting an increase in hiring while just seven per cent saw job reductions in their organizations.  

Purchases showed an overall gain for the month as many firms increased their efforts to build higher levels of inventory. This activity would appear to be an indicator of increasing confidence in the prospects for Houston's economy for the balance of the year.

Perhaps the most positive index for the month was the Prices Paid component which fell noticeably for the first time in three months. There were comments from some survey participants that prices they paid in January appeared to be leveling after a year of continuous increases. It is likely that this trend will try to continue, if slowly, for several months, easing the most major hurdle to long term economic growth, locally and nationally.

Lead Times also softened as more firms began to match their Production rates with their Sales demand. This adjustment, if continued, will also remove some of the inherent price pressure.

Both Purchased Materials Inventory and Finished Goods Inventory were increased measurably for the first time since early 1997. These are clear indicators of a developing balance that will allow significant improvement in the supply-demand ratio.

January has produced a set of indices that appear to pave the way for 2005 to reach and possibly maintain a growth rate not seen in Houston for several years.  The foundation is developing nicely.
Items in short supply: Steel & related products, prevnar vaccine, bearings, castings, forgings, pumps & pump parts, TiO2, hard drives, PCB's, fabricated metals, lease trucks, truck drivers. 

Prices on the UP side: All plastic resin and resin items, winches, bearings, fuel, vaccines, stainless steel. pumps, PVC sheet stock, acrylic tubes, polypropylene rope, epoxy resins, acetone, phenolics, carbon & stainless ring joint gaskets, custom molded rubber goods, calcium carbonate, pigments, plasticizers, stabilizers, electrical steel, aluminum, steel & related products, T316 SS, tires, lubricants, wages.            

Prices on the DOWN side:  Computer components, computers, IT services, galvanized steel.

COMMENTS FROM SURVEY PARTICIPANTS

"Can not keep up with changing demands and priorities."

"People to work on lead-free project which must be complete by Mid 2006 are in short supply."

"Domestic steel mills will get their way again in 2005.   Another 5% -10% run-up in the making." 

"Looking for a seasoned contract specialist."

"First Quarter looks strong."  

"Banner year for 2004 in percent of profit.  Management wants to continue with no hiring and focus on processes and procedures to increase margins."

"Business continues to be strong.   Quotation activity is up which indicates the work is out there to get.  Customers still haven't accepted that costs have gone up and lead times have gone out.  They still want their orders shipped faster than we can deliver."

"China is now exporting more steel than they are importing.   USA prices should moderate later this year." 

"Capital purchases on hold - had several bad months - they have started laying off personnel." 

"Will have to continue blanket orders and bid packages to keep prices down.   Supplier performance has really been an issue and we keep raising our expectations.  Deliveries and quality are issues."

"Yea!  Off to a great year!  New orders arrived early.  Very busy; so far very little price increases."

“Dropping single sources to increase competition and lower the increases.”

“Supply chain strategy is primary focus for cost reductions.”

“Everything is readily available and no items are in short supply.”

"We are making investments in training, equipment and team-building to insure (that) we have a solid foundation in anticipation of a great 2005!”

"Prices are at a premium and have leveled off."

                                                    JANUARY                                                 Index 2004/2005 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	MAY
	JUN
	JULY
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	
	

	 Sales
	55%
	30%
	09%
	06%
	
	+43
	+31
	+52
	+33
	+40
	+48
	+21
	+21
	+46
	
	

	 Production
	36%
	32%
	07%
	25%
	
	+29
	+33
	+40
	+37
	+24
	+11
	+19
	+17
	+29
	
	

	 Employment
	32%
	61%
	07%
	00%
	
	+19
	+02
	+23
	+27
	+17
	+15
	+12
	+16
	+25
	
	

	 Purchases
	45%
	48%
	07%
	00%
	
	+31
	+38
	+37
	+31
	+40
	+26
	+26
	+29
	+38
	
	

	 Prices Paid 

 (Major Purchases)
	59%
	36%
	05%
	00%
	
	+65
	+51
	+52
	+53
	+51
	+52
	+63
	+65
	+54
	
	

	Lead Times (from      Sellers)
	34%
	64%
	02%
	00%
	
	+45
	+49
	+44
	+45
	+31
	+42
	+40
	+44
	+32

	 Purchased Inventory 
	30%
	33%
	04%
	33%
	
	+17
	+04
	+06
	+17
	+06
	+17
	+02
	-02
	+26

	Finished Goods  Inventory
	23%
	39%
	14%
	24%
	
	-02
	+07
	+06
	00
	-13
	+03
	-14
	-02
	+09


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

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

	Composite PMI
	60.1
	63.1
	64.6
	62.9
	60.5
	64.4
	62.8
	62.7
	60.2
	60.8
	60.5
	61.7


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












