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ECONOMY LOOKS SERIOUS ABOUT GROWTH


EMPLOYMENT STILL SLIPPING 


PRICES APPARENTLY FIRMING


�
The Houston economy, as measured by the PMI (Purchasing Managers Index), chalked up three consecutive months of growth in March, following January and February readings that were also above the 50 (break-even) point. After finishing the last third of 2002 slightly below the break-even mark, the PMI seems to be building a base of economic strength that just may be a precursor to a much stronger second half. March came in at 54.0.





One negative component of the PMI remains, and although Employment has now been in contraction for eighteen consecutive months, Sales is the key which, if it continues to rise, will force the making of new hiring decisions. There is a good deal of talent available in the market, on short notice, so it's not likely that growth in Sales and Production will be hindered significantly for lack of necessary skilled and unskilled people to meet the product need over the short haul.





Recent events in Iraq will certainly add optimism and impetus to the Houston economy, psychologically if not materially. It is now obvious that the  apprehension 





and hesitancy connected with the "impending" war are dissipating rapidly and business in Houston will respond very positively to that reduction in "fear-factors".





The upward movement in the Prices Paid component of the PMI over the past two months is of some concern, although it should be noted that there has been a very strong resistance to price increases at every level in the past two years and some level of increase in some areas was expected and justified.  





Production continued to slip slightly in March, according to Houston supply chain execs. Evidently some sales are being made from inventories, although those are at their lowest levels in nearly five years, and some sales are being booked for future periods. It's likely that if Sales continues to push up next month that Production rates will also be increasing. 





We may be starting to see the beginnings of the recovery we have been waiting and watching for... will it outlast its fragility?





�
Items in short supply: Drilling components, bar stock, vaccine (prevnar), drilling fluids, chrome piping, NT/windows server/memory board.


Prices on the UP side: Systems security, truck/ocean freight, insurance, poly based products, tubing, bags, ABS, PVC, UCC DPE products, fuel, utilities (gas, electricity, water-fire surcharge), iron castings, steel pipe, SS pipe, forgings,  resin, gasoline, vaccine, gas surcharge on castings, chemicals, petroleum based products, delivery charges, specialty rubber products, polyethylene resins & related products, nickel-bearing metals, specialty fabrication, lubricants, stearic acid, homopolymer resins, co-poly resins, plasticizers, TiO2 pigment, calcium carbonate, PVC, styrenes, polypropylene, diesel, polycarbonate, electronic components.    


Prices on the DOWN side:  Machine process from suppliers, computers & components, instrument valves, OCTG, IT services, printing services, steel, and gaskets. 








COMMENTS FROM SURVEY PARTICIPANTS





�
"Three month backlog, working plenty of overtime, hiring some people back, forecast is cautiously positive. Things are much better (PTL)!"





“Business for us is very slow at this time.”





“Business decisions are slower than usual for major spending.  Selective hiring in some areas to support recent increase in Sales.  Lead time increasing.”





"Prices are on the Up side for some types of raw material."





“Still waiting for the BIG turn in economy.” 





“Distributors say that the price increase on OCTG might hold due to the fact that mills cut back based on lack of demand and distributors were working off inventory which is lower now.”





“High natural gas is a real problem, it will take away the little margin we have. Utilities in general are hurting our business.





“The increased price of oil is starting to impact the price of resin. We're seeing our first increase in 2003." 





“It's nice to see that even in today's economy we are still hiring!”





“I am sure increase in price of gas and oil will affect a lot of our prices in the future.”





“Holding steady, signs of squeeze to pull products out the door starting.  We continue to make our forecast.  Things are good!





“Capital purchases and expense items (i.e. travel, entertainment, operations items) have been curtailed at least for the first quarter and may continue in force for the second Quarter as well. Backlog of work is down. We are bidding on some nice projects, but not sure if and when they will be released to buy."


"February purchases were slightly higher, in all areas, when compared to January."





“Agreements are in place - have delayed increases in poly packaging, but I expect increase in April.  Surcharge on some items for March.”





"Order rate has been down, but inquiry rate has really started picking up in the last couple of weeks."





"Our inventory items are now less available."





“Nothing of significance this month-pretty much status quo."





“Corporate has instructed us to not pay in less than 60 days, unless offered a discount.”





“Activity has reduced on drilling, rigs have been released, although planning continues on new wells.  Production has peaks and valleys.”





“Capital purchases still on hold.   We have had five bad months in a row. Looking for ways to cut more costs.”





"Natural gas prices have lead to increases in almost all our raw materials."





"Extreme pricing pressure on plastic resins, both foreign and domestic.   Some softening of last year's steel price inflation." 





"March was pretty flat, looking forward to a busy April with upcoming turnarounds."





�
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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.											


