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ECONOMY SHOWS STEADY GROWTH 

MORE FIRMS HIRING
PURCHASES INCREASE 

Houston's economy continued growing in March for the twenty-seventh consecutive month, as the PMI was 58.2 for the month, slightly less than the 59.0 recorded in February. Purchases of goods and services grew significantly in the past month, adding to the overall growth rate, as many firms evidently made new efforts to increase their inventory holdings. This increase would appear to reflect heightened confidence in near term Sales growth.

Sales for the month grew at the same rate as in the prior month with thirty-seven per cent of survey respondents reporting increased Sales while only eleven per cent reported a drop in Sales for the past thirty days.  

The Production component of the PMI slowed its growth rate slightly in March with twenty-four per cent of Houston's supply chain executives reporting Production increases while thirteen per cent saw overall Production declines.

Employment in the Houston area was reported higher by twenty-six per cent of survey respondents with only eight per cent of participating firms reducing their manpower. Net job growth has now been seen for sixteen months while two-thirds of those reporting are maintaining a steady workforce. 

Prices continued increasing overall as reported by fifty-seven per cent of survey participants although the Prices Paid index in March was the lowest reported since February of 2004, but just barely. Prices are being reported by an increasing number of Houston businesses as falling overall, but very slowly. The rising cost of energy is going to make further price softening very difficult, but economics of scale are being achieved and will likely produce more positive results as cost-cutting or cost-leveling efforts continue.

Lead Times rose moderately in March as more buyers were chasing supplies that are still not increasing at the same rate as are demands.

Both Purchased Materials and Finished Goods Inventories were augmented significantly in the past month. Only twice in the past ten years, in January of this year and in February of 1997, have inventories been increased at a greater rate than in the past month. Cost does not appear to be a roadblock to building an inventory in order to capture a larger share of a constantly expanding market.   

Items in short supply:  Prevnar vaccine, special machined parts, connectors, valves, filters, regulators, transmitters, packing, seals, couplings, castings, forgings, workover rigs, inland barge rigs, marine equipment, rugs, speed barges, shale barges, TiO2, Co-poly resin, light gage SS.   
Prices on the UP side: Alloy elements found in enhanced steel products, pipe, valves, fuel, surcharges, vaccines, diesel fuel, tires, marine equipment, anything petroleum based, refrigerants, plasticizer, co-poly resin, hom-polymer resin, TiO2, wood pallets, aluminum & aluminum products, copper, transportation, plastic resins, PVC & CPVC pipe, fiberglass products, forgings, iron castings, forged flanges, fabrications.  

Prices on the DOWN side:  Computers & components, OCTG & line pipe, IT services, electrical components, carbon steel. 

COMMENTS FROM SURVEY PARTICIPANTS

"We have an FDA audit in process.   We are very busy with procedures and tasks."

"Things are certainly not going the way we expected!"

"We ended our year February, looks to be a great year."

"Business still on the upswing."

"First quarter purchasing has slowed - still looks strong for 2nd and 3rd quarter purchasing.

"Not selling up to forecast - tightening the belt.   Hope for change by 3rd quarter."  

"Carbon steel price is on the down side, but that is being offset by some mill increases." 

"Working hard to develop multiple suppliers to bring more competition into the market to reduce or reverse price increases.  Also combining purchases between divisions is moving ahead.  Less resistance to combined surcharges from manufacturing."

"Time, money and people are our items in short supply."

"Suppliers continue to hold the full market by delivering small partials on numerous large orders."

"E-commerce is working.  We are electronically executing purchase orders with vendors.  We plan and purchase orders are transmitted electronically." 

"Price increases implemented this quarter are still impacting us as we purchase various items for the first time since the increase.   Not seeing any softening on metals pricing.  1st Qtr revenues appear to be falling short of plan, but profit numbers should meet plan."

"Pressure continues, especially from transportation subcontractors, to increase rates either directly or through a fuel surcharge."

"Sales, production, prices, purchases are all status quo right now.  The good news is that business has leveled off at a stronger pace."

"Recent increases globally from iron ore and coke continuing pressure on steel prices."

“Tubular sizes of 5", 5-1/2" and 7" are still not readily available in the market; advance planning is required.”

“OCTG and line pipe prices are down from previous quarter generally.”

“Marine equipment day rates have increased 20% in the last three months.”

"Hours in the day are the item we have in short supply.”

"Business grew 50% from 2002-2004.  Expect another 20 -25% growth in 2005."

"Watching everything very closely - cutting costs wherever we can."

"Still seeing raw materials go up in price"

                                                    MARCH                                              Index 2004/2005 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	JULY
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	
	

	 Sales
	37%
	39%
	13%
	11%
	
	+52
	+33
	+40
	+48
	+21
	+21
	+46
	+26
	+24
	
	

	 Production
	24%
	42%
	13%
	21%
	
	+40
	+37
	+24
	+11
	+19
	+17
	+29
	+14
	+11
	
	

	 Employment
	26%
	66%
	08%
	00%
	
	+23
	+27
	+17
	+15
	+12
	+16
	+25
	+15
	+18
	
	

	 Purchases
	50%
	39%
	11%
	00%
	
	+37
	+31
	+40
	+26
	+26
	+29
	+38
	+18
	+39
	
	

	 Prices Paid 

 (Major Purchases)
	57%
	35%
	08%
	00%
	
	+52
	+53
	+51
	+52
	+63
	+65
	+54
	+52
	+49
	
	

	Lead Times (from      Sellers)
	42%
	55%
	03%
	00%
	
	+44
	+45
	+31
	+42
	+40
	+44
	+32
	+35
	+39

	 Purchased Inventory 
	29%
	32%
	08%
	31%
	
	+06
	+17
	+06
	+17
	+02
	-02
	+26
	+02
	+21

	Finished Goods  Inventory
	29%
	29%
	21%
	21%
	
	+06
	00
	-13
	+03
	-14
	-02
	+09
	-02
	+08


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

	NAPM - Houston
	04/04
	05/04
	06/04
	07/04
	08/04
	09/04
	10/04
	11/04
	12/04
	01/05
	02/05
	03/05

	Composite PMI
	64.6
	62.9
	60.5
	64.4
	62.8
	62.7
	60.2
	60.8
	60.5
	61.7
	59.0
	58.2


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












