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PMI TIES RECORD HIGH


EMPLOYMENT JUMPS   


SALES SOARING


�
Houston's economy continued growing in April for the 16th consecutive month, fueled by the fourth highest Sales index since this report began in 1995. The PMI was 64.6 for the month, tying the ten-year high last reached in May 1997. 





Fifty-five per cent of Houston supply chain execs reported increases in Sales in their firms for the past month. That compared with only six per cent reporting Sales decreases for the same period.





The Employment component of the PMI shed its mediocrity in April and recorded its highest mark since February of 1998. The percentage of survey contributors reporting increased hiring doubled over the past thirty days to 27% with only eight percent of respondents reporting job losses. This may not be a sustainable pace but it certainly is a reflection of the pressure being exerted by streaking Sales and Production rates. 





Purchases were increased in April for the fifth consecutive month, as more firms are reacting to longer shipping times and growing Sales backlogs.





The Prices Paid category rose again in April for the seventh straight month and in fact accelerated its climb for the fourth month in a row. April was the second consecutive month in which a new high was set in the Prices Paid component of the PMI. Two thirds of area purchasing pros paid more in April than in the preceding month for the goods and services they bought. Steel and steel products continue to lead the price surge, and softening in the prices of metals may still be some months away. 





Lead Times are also still extending, and went even further out in April as many products saw increased demand and long-ravaged inventories were woefully insufficient.





Inventories, both finished and purchased goods, did manage slight growth in the past month, but at what cost? Great care must now be taken with regard to inventory build, balancing Sales demand with the danger of prices retracting and leaving high priced inventory to be fire-saled. Some cooling of the psychology of prices will occur, but how soon, and in what products? 





�



Items in short supply: Seamless tubes, winches, gear boxes, vaccine, SS fasteners, steel plate, electronic parts, castings & forgings, plate, gauges, ethanol, proprietary pumps, steel fabrications, steel & SS bar products, wire rope, small inland barge rigs, casing, calcium carbonate, pipe, tubing, drums, steel, wafers, specialized hand-made electronics.  


Prices on the UP side:  Everything made from steel, vaccine, bearings, bronze, anything containing copper or nickel, electronic components, boxes, diesel fuel, lubricants, steel plate, fuels & lubricants, OCTG, titanium parts, epoxy resins, woven reinforcements, energy, lubricants, industrial batteries, travel, integrated components, I.C.'s, semi-conductors, fuel surcharges, pipe, corrugated & paper products, polypropylene resin, anoly additive, metals, castings, forgings,  tubulars, fasteners, springs, ring gaskets, fittings, rubber goods, o-rings, seals, valves, pipe, wafers.   


Prices on the DOWN side:  Computers (laptops and P.C.'s) & components.








 


COMMENTS FROM SURVEY PARTICIPANTS�
"Scrap & alloy surcharges down slightly. Mills want price increases and are getting them. Widespread shortages of raw materials reported.  Unprecedented demand has mills running at full capacity and allocations required due to business relationships (something that's almost been forgotten)!" 





“Business has improved. Our lead-time is a problem for customers. Lead time is extending because of supply problems."





“There are no prices on the down side, inflation is here.”





“Working smarter, not harder."    





"Think we have just gone to a seller's market."





"We are very busy and the orders continue to come in at a fast pace."





"First quarter results were surpisingly good. We continue to be busy. Downsizing of plants halted due to expanded business level."





"Negotiating skills & leverage really helping to hold costs down."





"Need an engineer on this run-away train. I'm sure it will run into a wall, just not sure when."





"Steel prices continue upswing… but should stabilize soon. However inventories will be short and pricing may deter future projects until some normalization occurs."  





"Trying not to accept price increases or fuel surcharges (from) vendors. Most will accept, a few will not."





"Shortage appears to have eased in OCTG market. Sales of used tubulars will be healthy this quarter."





"Unforced and unusually large customer spare parts orders draining our inventory and suppliers are not able to react fast enough to meet new demands. Nice problem to have, but it is frustrating customers who are used to quick deliveries. Everyone needs to plan better."


"We need more people, equipment & hours in a day."  


"Too much work - not enough people."


  


"Supply of better grades of calcium carbonate products are less than we need.  We are scheduling around the shortages."





“Almost all suppliers are asking for increases. Those items that have fuel surcharges have doubled the surcharge."





"We will need everyone in manufacturing and process engineering on board to stop the increases requested by our suppliers."





"Some suppliers admit their actual costs are only up 1/10 of the increases they are requesting."





"Nothing is in short supply, but lead times continue to be twice as long as earlier this year, thus creating some spot shortages."





"Prices have leveled off on most stainless steel items. Stainless surcharges show signs of decreasing, but increasing moly prices are on the horizon."





"Metals market seems to be in a stabilizing mode, with nickel and cobalt down from the start of 2004."





"Although prices are up on some items, cost savings can be negotiated this year."





"Orders for longer term IT assignments are still rising."





"Appears we may have bottomed out and business climate improving. As capital is freed up, we will be doing more projects."





"We hired another person in our offices this month and had to purchase furniture for him. Also, our import customers seem to be very busy, especially food and steel products."





"We are concerned orders are being placed due to a perceived concern about tightening capacity. This may create a false bubble."
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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.											


