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PMI AT NEAR RECORD HIGH


RISING PRICES OF CONCERN   


EMPLOYMENT GROWING SLOWLY


�
Houston's economy grew in March, for the 15th consecutive month, and at a rate not seen since November of 1997. March's PMI was 63.1, up five per cent from February's 60.1. Only twice since May of 1997 has the PMI reached this lofty level. 





The Sales and Production components of the PMI were solid contributors to March's rarefied status, with Sales showing its highest reading in over three years.





But all that glitters is not necessarily gold, and both Prices Paid and Lead Times rose to levels that are at once exhilarating and somewhat alarming. Prices Paid shot up to an index not seen before in the nine plus years this report has been in publication. Over sixty per cent of Houston's supply chain professionals reported paying higher prices in March than they had paid a month earlier for the same goods and services. Likewise, the Lead Times component of the PMI reported for March was only bested once in this series, that in January 1995, the first month of publication. These two factors are, of course, inter-related, and together reflect a tightening, and disturbing supply market picture that could result in a slowing growth pattern in months to come.  Comments from survey participants reveal increasing concern amongst the positive sales results. 





Employment reports for March showed a fourth consecutive month of growth although only 14% of those surveyed indicated that new hiring had exceeded layoffs for the past thirty days. Seventy-four per cent of respondents reported no change in manpower levels in their organization in March, in itself a positive reading after two years of net job losses.





Purchases rose again in March for the fourth month, eleventh time in the past thirteen months, with half of all survey respondents reporting higher purchases in the past month than in the preceding month. 





Inventories were nearly flat in March, with Purchase Materials Inventories just above break-even, and Finished Goods Inventories just below. Both types of inventory were brought down steadily since mid-1998 and evidence in the form of rising prices and longer shipping times now points to a policy that is not easily reversed. World events and increasing demand are indeed challenging many firms' ability to provide the volumes of products now being requested.   





�
Items in short supply: Prevnar vaccine, sheet steel, bronzes, SS fasteners, soldering iron tips, masking tape, castings, forgings, electronic components, special motors, castings,  plate, OCTG, tubing & casing, surgical blades, steel & steel products. 


Prices on the UP side: Bar and tube, steel, rubber chemicals, petroleum, castings/forgings, vaccines, bronze, castings surcharges, bearing surcharges, corrugation and paper products, hydraulic valves, cylinders, fittings, steel fabrication, pumps, stainless bar, plate, diesel fuel, cement, poly items, copper, & copper products, OCTG, tubing & casing, acetone, basic laminating resin, metal products, ring gaskets, fasteners, co-polymer resin, homo-polymer resin, TiO2 pigment, plasticizer, calcium carbonate, copper & copper products, nylon resins, polycarbonate resins, PVC resins, stamped & machine components, paperboard, all SS material, metals & metal parts,  PCB's, passive products.    


Prices on the DOWN side:  PCBA's, corrugated packaging, nickel, computers and components. 





COMMENTS FROM SURVEY PARTICIPANTS�
"Steel bar & tube suppliers are allocating production at this time.  Lead times increased from 8 to 20 weeks over a 3 week period on bar.  Tube is running 12 weeks to 18.  Steel alloy & scrap surcharge is up considerably." 





“Time and good people are in short supply."





“All prices seem to be moving up a few %'s.”





“Very busy, just hope we are marketing at a profit; after overtime plus expedite charges are paid." 





"Our steel scrap seems to have more value than our finished product.  Prices are changing on a daily basis."





"2004 - year of increase, increase."  "Need to resist cost inflation."  "Booming so far this year."





"Corrugation & paper products due for increases in April."





"We have hired additional personnel for the shops and are looking for office personnel."





"Re-organizing and re-alignment are causing layoffs.  Prices are soaring."





"Market not as robust as expected.   Very busy right now into April, but will slow down significantly in May if business doesn't book some good orders soon.  Like others, we are  starting to feel the pinch on steel prices. This will force us to seek higher prices for our products."





"Carbon steel sheet and plate prices have now doubled since November 2003."





"Our company is continuing a growth spurt that began last summer and has not stopped yet."





"Business was strong in 1Q'04. Expect it to remain so in to 2Q'04."


"Pipe suppliers are quoting material one day and finding it sold out from underneath them.   This OCTG shortage may impact our 2004 drilling plan if it continues too long."





"Continuing to look at the prices of suppliers - costs keep going up with the introduction of new technology."





"Forgings and castings are in short supply due to inventories being run down due to scrap pricing."  





"Due to scrap pricing and gas pricing forgings and casting costs are still a problem for cost reductions."


  


"Sales have been better in 1Q'04 than the past 5 years.  Have increased production to bring inventories back up to budget."





"Steel prices on up side due to price at time of delivery."





“While all metals commodities are critical now in both pricing and availability, we believe there will be some slight softening in Q3, with the exception of copper, which remains highly volatile.  The current US exchange rate makes foreign metals less available, exacerbating the situation. 





"Steel market uncertainty is slowing potential project work."





"Constant cost reduction initiatives mandatory to just stay competitive in today's market."





"Labor in China is tightening especially for qualified electronic components."





"OEM's - large and small are having problems forecasting."





�
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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.)





NAPM - Houston�
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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.											


