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ECONOMY GROWS FOR 2ND MONTH


EMPLOYMENT SOFTER 


PRICES EDGE UP





�
The Houston economy grew in February for the second consecutive month, albeit at a slower rate than in January. The Houston PMI (Purchasing Managers Index) was 51.0 for February, compared to the 53.4 produced in January. The PMI had been below the break-even point of 50 for the final 4 months of 2003. 





The Sales component of the PMI remained in positive territory in February with thirty per cent of Houston's supply chain executives reporting increased sales in their firms in the past thirty days, while thirty-seven per cent reported sales unchanged for the month.





Production slipped below the neutral point in February as the demand reported in January evidently subsided. Forty-eight per cent of survey respondents saw no change in production volume during the past month and only fifteen per cent recorded increased production levels. 





Employment continued in decline for the seventeenth consecutive month as the rate of job loss accelerated from that reported in January. Twenty-six per cent of survey contributors saw the number of employees fall in their organizations during February. Sales and Production levels will have to sustain growth for several consecutive months before the continuing pattern of layoffs will be forced to reverse.  





Prices Paid countered a four-month slide and reflected net price increases as new announced year-end pricing schedules went into effect. It remains to be seen how many of those announced increases will hold in view of much less than robust demand. 





Lead times were flat for the past month, indicating a "steady as she goes" attitude toward inventory vs. production policy.





Purchased Materials Inventory and Finished Goods Inventory were both reduced in February for the fifty-sixth consecutive month.





Houston's PMI has mirrored the national ISM report for the past sixty days. This pattern will likely continue until the Iraq decision is made, one way or the other. 


�






Items in short supply: Raw bar stock, vaccine, drilling fluids, connectors (mechanical), gasoline, petroleum based products, specialty fabricated items, machined electric components, diesel fuel, finished goods, labor for hot finished goods, Venezuelan crude. 


Prices on the UP side: Spot crude, plastic resins, freight, utilities, fuel, compression rentals, diesel fuel, metals containing nickel, poly products, polyethylene resins, anything containing polyethylene, vaccine, steel, forgings, stainless steel, paint, freight, oil products, hydra-fluids, insurance, extrusions, specialty fabricated items.    


Prices on the DOWN side:  OCTG, computers and components, finished machined goods, injection molded components, molded rubber components, steel, service work. 











COMMENTS FROM SURVEY PARTICIPANTS





�
"Market not bottomed out yet, but still sinking-prospects looking slim for next 3 quarters."





“While our crude supply is back to normal, we are very mindful of expenditures.”





“Teamster settlement with LTL carriers could set us up for good negotiations this summer-they realize the competition with non-union carriers.  Recent plant nationalization efforts will increase outsourcing activity.”





"There has been an increase in some spare parts requirements."





“Patience with insurance is in short supply.” 





“Capital purchases on hold for this quarter-revenues down.”





“Compression rentals were raised 0-16% with average of 8%.”





“OCTG prices softening due to steel prices weakening-mergers." 





“We don't accept price increases.”





“We are participating in the Internet Auction, so we should see a drop in prices.”





“Happy to be working for a company that has been able to keep growing despite economy.  I expect the growth to continue.” 





“We are still waiting for the oil & gas turnaround.”





“The possible move away from Houston of our company is no longer a consideration.  The company continues to explore asset sales to raise cash."








“Operations people being pushed to the limit to get critical projects out the door.   This should continue through end of March.  Business activity after that will slow down somewhat awaiting release of new work from engineering.”





"Surprisingly, we are busier than projected.  We are "up" on all fronts, including shipments."





"Orders coming in have increased-we may have enough to last through the second quarter."





“Status quo-see a glimmer of hope.  Hope trend continues. Some orders on hold are being released."





“The vaccine situation is getting better, however, we are still experiencing backorders.”





“Business still down, reduced workforce at all facilities.”





“Our orders have taken a big jump.”





"Sales and production up, trying to build inventory before plant moves, can't get ahead to meet all demands for new orders and inventory.  Working 7 days a week-lots of overtime."





"It's finally come to a head.  After telling management that we are behind and don't have the personnel to catch up, they have awakened and given up deadlines to accomplish the impossible without additional resources." 





"Patience, time and talented people are in short supply."





"Business for last four months has been declining steadily."
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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.											


