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ECONOMY ROLLS FOR 5TH MONTH


SALES, PRODUCTION GROWING 


PURCHASES JUMP


�
May marked the fifth consecutive month of economic expansion in Houston, as measured by the PMI (Purchasing Managers Index), while the national PMI, as reported by the Institute for Supply Management, dropped for the same five-month period. The national manufacturing measurement has now been below the break-even point for the past three months. Houston's PMI for May was 53.7, indicating  a growth pattern that began with January's survey.





As always, the Sales component of the PMI led the way in May, for the fifth month, with the Production component going positive for the second straight month. Nearly twenty per cent of Houston's purchasing execs reported increased Production rates in May, while only seven per cent reported reductions in their firms' output for the month. Production decreases had been reported in thirteen of the preceding fifteen months.





The Employment index remains as the one dark aspect of the currently positive PMI. Employment was reported at -09 for the past month, indicating that nine per cent more survey contributors saw net job losses in their organizations that saw net increase in their  headcount. 





However, both the increases and decreases are being demonstrated by a narrow segment of firms, as almost two-thirds of survey respondents reported no change in Employment levels in their firms. It remains likely that the Employment component will break into positive territory very soon as more firms decide they have to have additional help to meet increasing Sales and Inventory demand.  





Purchases took a big jump in May with 47 percent of survey participants increasing their buying commitments, up from 31 per cent in April. These new contracts will put additional pressure on current manpower levels and will help to force the inevitable hiring. Until March, Purchases had been reported as shrinking in 18 of the last 19 months. Growth in purchases is indicative of not only growing Sales demand but also an improving psychological outlook.   





Prices Paid grew slightly during the past thirty days, but 80 per cent of those reporting experienced no change in their costs for the month. Inflation is a non-factor in Houston's current economic picture, as is any prospect of deflation. Price conditions appear to be very stable.   





�
Items in short supply: 4820 Steel, prevnar-vaccine, hydraulics, valves, specialty electronics, hydraulic pumps and pump parts, rubber molded products, flat racks and open top containers for shipping, specialty breakers, respiratory masks, carbon alloy bar stock, air filters due to SARS, container availability Asia to US.  


Prices on the UP side: Petroleum based extrusion, pouches and packaging, plastic molded parts, outside machine parts, steel pipe, iron castings, hydraulic power units, electric winch components, poly bags, paper products, stretch wrap, gasoline, vaccines, pumps, pump parts, molded rubber products, steel castings, flat racks and open top containers, lubricants, rope, epoxy resins, hardeners, ocean freight, LTL freight.    


Prices on the DOWN side:  Manufacturing tooling, fasteners, computers and components, carbon steel, lubricants, instrument valves, sampling systems, cellular costs (improved rate plan mgt.), machine shop finished goods, steel, electrical products, services. 





COMMENTS FROM SURVEY PARTICIPANTS





�
"Projects requiring capital purchases have been approved. This is a good sign for future growth."  





“Basically, the business climate remains unchanged."





“We feel the ocean container market for eastbound freight from Asia will be very volatile for the balance of '03, both price and availability.  Buyers should watch their lead times carefully.”





"Business projected to be below last year for the remainder of 2003."





“Have not had any problems with obtaining any of the raw materials or other services needed for the business.” 





“Prices appear to be stabilizing at this time.”





“Few new orders - trickling in here and there. Enough parts on hand to build and ship."





“Budgets are being cut, hiring freeze, supply cost on the rise, out look is not rosy." 





"We're still not accepting price increases or fuel sur-charges."





“All shipping costs have been rising over the last year.”





“Due to foundry closures other foundry lead times have increased."





“Oil & Gas indicators are looking better but business isn't."


"If we can get through the next 6 months, there may be some relief -that is if the economy can move up a little bit."





"The war in Iraq has hurt our Middle East business significantly and now this SARS scare is affecting our Far East business opportunities.  Management is projecting an 18 to 20% drop in our annual revenue for the next fiscal year."





“Not currently hiring but job pace has quickened.  Working longer hours, we are ahead of business plan, keeping corporate big dogs at bay.”





"We are receiving orders from customers that have not ordered in a while."





"Had a good April, orders coming in, hope it continues."





“Reviewing best practices to work more efficiently."





“A less than robust economy and stiff competition has us locked in a price war with our biggest rival.  We are holding our own but things could be a lot better.”





“Rig count going up, but sales are down.”





“Trying to keep raw inventory and finished inventory at minimal levels until customers decide what they are going to do."





"Slowing response on delivery of extrusion of PVC and silicon tubing.  Metals available at the distributor are down.  Time is our item in shortest supply." 





�
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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�
06/02�
07/02�
08/02�
09/02�
10/02�
11/02�
12/02�
01/03�
02/03�
03/03�
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05/03�
�
Composite PMI�
52.3�
51.3�
53.0�
48.8�
49.0�
50.7�
47.9�
53.4�
51.0�
54.0�
55.0�
53.7�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


