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NEW HIRES ACCELERATING


PRICES EDGING UP   


PMI AT 3 YEAR HIGH


�
The Houston economy grew again in February, for the 14th consecutive month, pulling along with it a third consecutive month of employment increases.  Houston's PMI in February rose to 60.1, the highest reading of this benchmark since April, 2001.





The Employment component of the PMI moved up to 9 for the past month, almost doubling the jobs index recorded in January. Twenty per cent of Houston supply chain execs reported that their firms increased manpower levels in February, while only eleven per cent reported net job losses over the same period. Some continued, if less than robust, job growth appears to be slowly developing favor and may now be considered likely for the next several months. Slow growth in this critical index, if it continues, will prove to be the most solidly-based and lasting form of development as the  overall  economy ratchets upward.   





Sales and Production rates continued their acceleration in February, as both indices were in double-digit growth territory for the 4th time in the past five months, the 7th time in the last eleven months.


Prices Paid reflected a doubling in the percentage of survey participants who reported having paid higher prices for their purchases of goods and services in the current month than they paid a month earlier. This index evokes a good deal of angst, particularly where metals are concerned. Many survey contributors are reporting great difficulty in acquiring the metals they need for their production, with much more difficulty in finding acceptable pricing. Also of concern to purchasers is deciding when  the market will soften again - most agree that it will - and how much high-priced inventory might still be on the ground when the turn comes. Planning is now crucial - and risky. For now, the word "allocation" is being used frequently, and those old enough are recalling the metals shortages of the mid 1970's. 





Lead Times have also moved out significantly as more buyers are chasing fewer goods and universally smaller inventories cannot meet a growing demand. The Lead Time component of the PMI doubled in February with forty per cent of respondents reflecting lengthening delivery times for their purchased goods. 





�






Items in short supply: Passive semiconductor products, molded rubber parts, woven fiberglass cloth, steel castings/forgings and related products, 22" and 96" wide carbon steel plates, air & hydraulic valves, electricals and electronics, o-rings, seals and rubber molded products, some GE (ITT) transformers, older technology computer parts, scrap, any product that requires metal, stainless coil, prevnar vaccine, solder tips, OCTG, tubing & casing. 


Prices on the UP side: Steel pipe, CS flanges, steel products, OCTG, casing, industrial chemicals, vaccines, all SS products, steel fabrications, aluminum fabrications, copper, nylon resins, valves, cylinders, pipe, any product that requires metal, anything w/copper, gold, nickel, bronze, castings, connectors w/gold, aluminum ingot, plasticizers, resins, calcium carbonate, freight, utilities, semi-conductors, forgings and related products, basic laminating resins, epoxy hardeners, corrugated boxes, pipe.    


Prices on the DOWN side:  Packaging - corrugated boxes, computers & components. 


COMMENTS FROM SURVEY PARTICIPANTS�
"Strong 1QTR but flattened market currently; business re-alignment may see reduction in work force in May/June." 





“Wire line part orders are coming in steadily, a big bonus."





“Do not accept steel related increases without a fight!!!”





“Mills are extending lead times and not making moves to expand capacity. This is in part due to raw materials availability and expense.  There are also concerns regarding the legitimacy of the booked orders." 





"The rising prices and material shortages will adversely affect the economy in the metal industries."





"We are seeing price increases from most of our suppliers, with sur-charges on all steel products."





"Sales in January better than a year ago.  Expect to increase inventories above last year for 1st & 2nd QTR but back down for year end."





"In general, the market place is depressed with only study work (feasibility studies) available."





"All prices are on the upside generally 2 - 6%."





"Company re-organizing to better serve the market - will be ready for upward trend."





"Can't find enough time to process all the ISO, FDA, and management reports."





"OCTG, tubing and casing continues to tighten up.  Operations are reserving pipe to avoid interruptions to drilling operations."


"February will be our best month in over two years."


"This year should be a wild one - negotiations are mighty important.   Good luck to all."





"Overseas inbound are slow to arrive as more ships are stuck in China ports - this will add to the longer lead time."





"Electrical cable prices are up due to copper escalations."





"Sales and inquiries picked up from last month. 2nd QTR backlog beginning to grow and looks good for the future.  Bulk of our work is for overseas location.  Not much going on domestically.  We are very busy right now."  





"Business is improving & everyone is jumping on the price increase bandwagon."


  


"Keep our steel scrap in the United States!"





"The metals market as a whole, and specifically steel, is of great concern.  Tight supply of raw materials globally, coupled with increases in demand from China are putting enormous pressure on prices."





“More responsibilities, less people. The bar has been raised!”





"Suppliers shipping wrong amounts of materials, will not list our PO # on packing lists (after being asked to do so), will not return calls. (Is the economy this good??)"





"Availability of OCTG continues to be a concern as news of China's forward buying & steel mills raw materials shortages are serious supply chain constraints."





"Steel pipe increase in prices may affect economics of projects to hold or cancel."


"Slightly on the incline."
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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.											


