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PMI DOWN FROM RECORD HIGH
SALES AND PRODUCTION STABLE
EMPLOYMENT CONTINUES UPWARD MOVE
Houston’s economic growth rate slowed during February evidenced in a PMI of 64.4, down 3.5 points from January’s all-time high of 67.9.  This month’s index indicates a slight deceleration, but continues to reflect the area’s extremely healthy economic environment where we have seen a PMI of 60 or greater for 23 of the last 26 months.   
January’s economic surge was fueled by record-breaking numbers reported by the contributors in the Sales and Production components of the PMI.  These indices are down from January’s highs, but still gave a strong showing.  Of the purchasing professionals surveyed, forty-seven percent reported increased Sales and forty-three percent reported increased Production in the past thirty days.  
The rate of growth in Employment is on the rise for the third consecutive month according to survey participants.  November’s Employment index of 14 was the lowest recorded over the last twelve months.  It climbed steadily to 33 for February with eighty-six percent of the respondents reporting manpower as either “up” or “unchanged”.  Based on Sales and Production increases over the past several months, it appears likely that Employment numbers will continue to reflect growth for some months to come. 

Prices Paid for Goods and Services continues to stabilize encouraging continued economic growth for the region. 
Finished Goods Inventory dropped significantly for the second month in a row confirming that the condition of Houston’s economy is indeed very strong.   Firms are challenged in this environment to balance inventory with sales backlogs.
The chart below shows the general trend for the last eleven months.  The resulting graph depicts Houston’s steady economic growth.  
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Items in short supply:  Prevner vaccine, carbon steel flat rolled products, masking tape, special connectors, 7 5/8” drill pipe, marine equipment and rigs, trucks and drivers, nickel-based metals, skilled personnel, hydraulic cylinders
Prices on the UP side: Galvanizing, domestic seamless carbon steel pipe, fuel, vaccine, engineers, towing costs for rigs & barges, OCTG & tubing, copper, copper products, aluminum and aluminum products, galvanized steel, corrugated, linehaul truck charges, some petro-based products, industrial lead batteries, FRP fillers, fasteners, 

Prices on the DOWN side:  Computers and components, PCBA’s, cold-rolled steel, polyethylene resins, hydraulic cylinders
COMMENTS FROM SURVEY PARTICIPANTS

“Census high! Expanding and hiring.”

“All is good.”

“Oilfield-related businesses and their subcontractors are all overbooked.  New competitors are coming into the market.  You have to love it; capitalism in action.”

“After two years of record sales we have started the new year with record sales.  We have expanded in all areas and still can’t produce enough..”

“We are picking up rigs and increasing our activity.  The outlook for the balance of this quarter is very good.”

“Very concerned about the validity of the copper and aluminum markets, both supply and speculation”


“Not slowing down!!  Expanding two plants to handle increased demand.”

“Outlook for 2006 very good.  Backlog highest for the company.”

“Pushing outsourcing, concern over moving so much work overseas.”

“More business than we can handle.  Customers getting frustrated.  Tension is evident.”

“Late deliveries from our suppliers continue to impact our ability to meet customer expectations.  It is having some effect on our chances at follow-on business.  Not a good situation.”

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

	 Sales
	47%
	43%
	00%
	10%
	
	
+34
	+45
	+46
	+45
	+26
	+50
	+44
	+59
	+47

	 Production
	43%`
	23%
	10%
	23%
	
	+31
	+35
	+31
	+31
	+17
	+39
	+35
	+63
	+33

	 Employment
	23%
	43%
	10%
	03%
	
	+18
	+30
	+34
	+27
	+20
	+14
	+17
	+30
	+33

	 Purchases
	40%
	50%
	07%
	03%
	
	+46
	+48
	+38
	+35
	+23
	+39
	+35
	+53
	+33

	 Prices Paid 

 (Major Purchases)
	43%
	43%
	03%
	10%
	
	+25
	+27
	+22
	+42
	+62
	+55
	+41
	+40
	+40

	Lead Times (from      Sellers)
	40%
	53%
	07%
	00%
	
	+34
	+31
	+45
	+38
	+37
	+34
	+38
	+37
	+33

	 Purchased Inventory 
	23%
	33%
	17%
	27%
	
	+12
	+17
	+17
	+11
	+15
	+00
	+00
	+16
	+06

	Finished Goods  Inventory
	20%
	27%
	30%
	23%
	
	-03
	-10
	00
	+10
	+06
	+00
	-02
	-6

	-10


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

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

	Composite PMI
	58.2
	60.8
	62.9
	61.0
	63.7
	62.9
	62.1
	59.2
	63.9
	62.5
	67.9
	64.4




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