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PMI AT RECORD HIGH
SALES AND PRODUCTION JUMP
PRICES STABILIZING 

On this, the eleventh anniversary of the NAPM – Houston Business Report, Houston’s economic growth took an unprecedented upturn.  The PMI hit an all-time high of 67.9. The highest historical PMI previously was 64.6, reported in both April 2004 and May 1997.  The PMI has held steady in the range of 58-64 for the past two years.  This is the 37th consecutive month of growth, and this month’s jump reflects an acceleration of economic strength.  
The leading indices this month, according to Houston’s purchasing professionals, are Sales and Production at 59.0 and 63.0 respectively.  Both of these numbers are all-time record highs for these categories.  Sales have been on the rise over recent months, and only 7% of the surveys received this month reported decreased sales. Recent months showed Production lagging behind Sales in increases.  January corrected the imbalance.  This month’s comments from survey contributors are exceptionally optimistic towards continued growth.

Employment also showed marked increases over previous months.  40% of those surveyed reported an employment increase for the past 30 days.  That number is up from 26% in December.  

Purchases of Goods and Services gained 18 index points from December to January for this category.  63% of survey respondents reported increased purchasing activity for January.  As in December this indicates a solid backlog of booked sales.

Price increases slowed with 60% of the contributors surveyed reporting prices leveling out, as opposed to 47% in December.  This current trend, seen in recent months, was punctuated in January, and will further stimulate economic growth.  

Lead Times reflect the same leveling trend to a lesser degree.  Following that trend will tend to reduce inflationary pressure in the next few months.
Finished Goods Inventories, at a -7 index, dropped significantly from the flat numbers reported in November and December.  Purchased Goods Inventory rose significantly, indicating that availability of some commodities is improving.
Items in short supply:  Hydraulic cylinders, steel plate (allocations), specialty track tubes, specialty valves, hydraulic valves, molded rubber products, rubber compounds, large bearings, 7 5/8 casing, land and barge rigs, tugs, barges. 
Prices on the UP side: Fuel, gasoline, diesel, lubricants, all paper product, electric winches, wire rope, bearings, welding gas, aluminum and aluminum products, plastic, silicone, adhesive related products, batteries, office supplies, custom rubber parts, TiO2 pigment, rail service, high grade steel, copper and copper wire, elastomers. 

Prices on the DOWN side:  Computers and computer components, DINP, plasticizer, electrical components, PCBA’s, corrugated, LTL freight costs, package delivery. 

COMMENTS FROM SURVEY PARTICIPANTS

"2006 looks to be a great year. Have more work than we can do; backlog is up."

"Business is good!”

"Plans for a major expansion are in the works."

"Busy; business in all sectors is very good.”

“We have been at maximum production and increasing for two years.  Our customers are asking that we increase our production.”

"Hiring two new planner/buyers and two customer service reps.  2006 looking forward appears very busy.”
"Business is obviously booming.  Suppliers, including our firm, are continually missing their commitments on deliveries due to sub-suppliers not delivering on time.  It is a snowball effect that is creating a lot of tension.”
“Customers and vendors are expecting solid growth in 2006.”
“The outlook is very positive for the 2006 business year.  We are working on increasing production to capture revenues at these high oil and gas prices.”
"Four new CNC machine centers brought on line; still can’t keep up."

“Laying off personnel in different areas; morale very low.”
"Lead times are still (an) issue.  We have work backlogged until 2008. Hiring as many people as we can for all shifts.”
“We have increased efforts to develop alternate suppliers and materials.  The result has been more competition in pricing and improved availability." 

“Continued consolidation of global steel suppliers is concerning, especially for 2007.  China and Korea are beginning to show signs of loosening export market.”
“Record late deliveries due to large backlog of orders at suppliers.”

                                           JANUARY                                                     Index 2005/2006 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	MAY
	JUNE
	JULY
	AUG
	SEPT
	OCT
	NOV
	DEC 
	JAN

	 Sales
	66%
	20%
	07%
	07%
	
	+51
	
+34
	+45
	+46
	+45
	+26
	+50
	+44
	+59

	 Production
	66%
	13%
	03%
	17%
	
	+47
	+31
	+35
	+31
	+31
	+17
	+39
	+35
	+63

	 Employment
	40%
	50%
	10%
	00%
	
	+28
	+18
	+30
	+34
	+27
	+20
	+14
	+17
	+30

	 Purchases
	63%
	27%
	10%
	00%
	
	+23
	+46
	+48
	+38
	+35
	+23
	+39
	+35
	+53

	 Prices Paid 

 (Major Purchases)
	40%
	60%
	00%
	00%
	
	+25
	+25
	+27
	+22
	+42
	+62
	+55
	+41
	+40

	Lead Times (from      Sellers)
	37%
	60%
	03%
	00%
	
	+20
	+34
	+31
	+45
	+38
	+37
	+34
	+38
	+37

	 Purchased Inventory 
	23%
	43%
	07%
	23%
	
	+05
	+12
	+17
	+17
	+11
	+15
	+00
	+00
	+16

	Finished Goods  Inventory
	17%
	47%
	23%
	13%
	
	+03
	-03
	-10
	00
	+10
	+06
	+00
	+03
	-07


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

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

	Composite PMI
	59.0
	58.2
	60.8
	62.9
	61.0
	63.7
	62.9
	62.1
	59.2
	63.9
	62.5
	67.9


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












