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HOUSTON PMI JUMPS AGAIN 

PRICES FALLING
JOBS STILL GROWING 

Houston's economic landscape improved further in May as the PMI rose more than two points from April's 60.8 to 62.9, the highest level seen since May of 2004. May was the twenty-ninth consecutive month of expansion in the Houston-area economy.

The Sales component of the PMI rose in May to its highest point since July of 2004, up 21 per cent over April's index. The Sales number has been in steady growth since January 2003.  

Production also accelerated its growth rate by 38 per cent over April's reading and contributed substantially to May's PMI improvement. Only three per cent of Houston's procurement pros reported lower Sales and Production rates for the past month.   

The Employment component of the PMI continued its healthy growth rate with thirty-one per cent of survey contributors reporting net job increases while only three per cent reflected fewer new jobs for the month. Employment growth has now been occurring consecutively since December 2003. This trend will likely continue as long as Sales and Production rates are climbing and no end to those increases is currently in sight or presently anticipated.  

The Prices Paid index fell significantly in May according to survey participants, further improving Houston's economic climate and removing a potential hindrance to continued expansion. The Prices Paid component has now retreated for five straight months since its high-water mark in December, 2004. Prices were reported as increasing by only 30 per cent of supply chain execs while 66 per cent reported no change from their April levels.

Lead Times also moderated noticeably in May with the index sliding to about half of what it was in April. Stabilization of the supply/demand ratio is lessening inflationary pressure and contributing to a picture that will be conducive to better growth planning and more confidence in the near future which should result in increases in capital investment. 

Inventories, both Purchased Materials and Finished Goods, continued to grow in May, indicating a longer view of continued Sales increases and market price stabilization.  

All components of the PMI point to further economic growth for Houston through the balance of 2005 and most likely, well into 2006.

Items in short supply:  Steel bar and billet, tapered roller bearings, PVC, 2006 flu vaccine, packing, boxes, OCTG production casing 7-5/8”, 9-5/8”, 5-1/2”, 5”, Ti02, Co-poly resin, light gage stainless.    
Prices on the UP side: PVC, vaccines, consumable office supplies, fuel & lubricants, acetone, epoxy resins, copper & aluminum products, wire, harnesses, LTC & TL freight, plastic resins, PVC, thermoset resins, gasoline, medical insurance. 

Prices on the DOWN side:  Steel plate, computers & components, nothing, polyethylene, diesel fuel, petroleum products, gas, oil, PC equipment, MRO items, galvanized steel, container freight, IT services, software, carbon steel, aluminum ingot. 

COMMENTS FROM SURVEY PARTICIPANTS

"Scrap and alloy steel surcharges are down.   Domestic mills are watching imports closely for potential unfair trade practices.  They are still maintaining a system of allocation that supports their pricing goals."

"Orders continue to come in, now need to find personnel to staff for more production.”

"Business continues at a good pace."

"A good contract specialist is an item in short supply."

"Raw material prices are still going up.”

"Better month now – hope it continues."  

"After finishing a record year we have just completed the best month in our 50 year history." 

"Backlog remains strong.   Challenge is going to be to meet the year-end revenue and profit goals.  No plans to hire permanent employees.  Will use contract workers to meet heavy work loads."

"This division is prepared for the possibility of a major workload increase.  Qualified personnel are in short supply."

"Procurement of casing & tubing continues to be a real challenge.  The inspection companies are loaded up & expediting them is difficult."

"Gone to three shifts, still more demand than capacity.  Need more skilled labor." 

"Watching every dollar we spend."

"Lots of work, hiring more buyers due to big orders coming."

"Very slow.    Looking for new orders to come in soon!?." 

"Although Ti02 and co-poly resin are in tight supply it appears there are suppliers from Asia and India who are beginning to fill the gap."

“With WTO (world trade organization) and US political pressure, will China let its currency revalue?  If so, how much?  Sourcing organizations should begin to consider the impact.”

“Getting more concerned that pipe will become harder to get, when needed.”

“Business, inventory, and prices have leveled off in a good spot.”

"There were talented people in our industry when times were tough, but they left the industry.  Now it is hard to find good people.”

"We are looking to expand, but we are having a tough time finding seasoned & energetic talent."

"Buyers' market on carbon flat rolled products.  It should bottom out third quarter.  Stainless still a roller coaster."

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

	 Sales
	54%
	32%
	03%
	11%
	
	+40
	+48
	+21
	+21
	+46
	+26
	+24
	+42
	+51
	
	

	 Production
	50%
	26%
	03%
	21%
	
	+24
	+11
	+19
	+17
	+29
	+14
	+11
	+34
	+47
	
	

	 Employment
	31%
	66%
	03%
	00%
	
	+17
	+15
	+12
	+16
	+25
	+15
	+18
	+31
	+28
	
	

	 Purchases
	37%
	49%
	14%
	00%
	
	+40
	+26
	+26
	+29
	+38
	+18
	+39
	+36
	+23
	
	

	 Prices Paid 

 (Major Purchases)
	31%
	63%
	06%
	00%
	
	+51
	+52
	+63
	+65
	+54
	+52
	+49
	+34
	+25
	
	

	Lead Times (from      Sellers)
	26%
	68%
	06%
	00%
	
	+31
	+42
	+40
	+44
	+32
	+35
	+39
	+36
	+20

	 Purchased Inventory 
	14%
	46%
	09%
	31%
	
	+06
	+17
	+02
	-02
	+26
	+02
	+21
	+26
	+05

	Finished Goods  Inventory
	14%
	46%
	11%
	29%
	
	-13
	+03
	-14
	-02
	+09
	-02
	+08
	+17
	+03


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

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

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


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












