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PMI SHOWS GROWTH FOR 6TH MONTH


SALES, PRODUCTION PUSHING 


JOB LOSS SLOWING





�



The Houston economy grew in June for the sixth consecutive month as the PMI (Purchasing Managers Index) recorded a healthy 54.1 for the month.


 


With the PMI Sales component reflecting growth for a sixth month and the Production index climbing for a third month, the PMI is being fed by a combination of factors that add up to something much more than a temporary hike in Sales activity.





For the third consecutive month the percentage of survey contributors reporting increased Sales was near one third, while the percentage of those who saw decreased Sales fell by several percentage points.





Purchases of goods and services were also reported as increasing for the fourth month in a row and in double digits for the second month. 





Employment continued to reflect net job losses for the twenty-first consecutive month, however the amount of drop shrank in June and gave more indication of turning the corner into growth territory.  Sales and Production  rates  are  placing  pressure on current low 





manpower levels and will likely soon force new hiring in order to meet increasing Sales demand.    





Lead times were lessened for the month, according to Houston supply chain executives, and likely contributed significantly to inventory levels being brought down for the sixtieth straight month. Inventory replenishment will soon command attention by many firms and that will further spur Sales and Production growth.





As the ISM national manufacturing survey reports a fall in the PMI for the sixth time in as many months and a fourth month below the breakeven point, the question for Houston's economy is: How long can the present local growth rate be maintained without significant national economic improvement? We are not likely to see needed capital investment take place until the national economic picture shows obvious signs of sustainable growth, and the ensuing level of investment will be measured carefully by Houston firms considering expansion.  Where will the confidence come from to finally pull the national economy out of the doldrums? 


�



Items in short supply: Respiratory masks (for potential disaster), special electronic parts, plastic parts, pressure gauges, rubber molded products, hydraulic valves, starters, VCM, air filters. 


Prices on the UP side: PVC, steel, LTL freight, resin, catalyst, fuels, actual diesel fuel (as opposed to reference indicators), OCTG, rubber products, connectors, hydraulic valves, filters, plastics, lubricants, vaccines, resin, hydraulic winch components.    


Prices on the DOWN side:  Computers and components, fasteners, strapping, drilling rigs, chromatographs, fire and gas detection systems. 





COMMENTS FROM SURVEY PARTICIPANTS�



"Trying to let raw and finished inventory go down to minimum levels."  





“The situation in the Oil and Gas industry is simply inexplicable.   Conditions are almost perfect in the market place for a recovery."





“Not much buying going on.  Production has stopped in the shop.  Plant still scheduled to close for good June 27, 2003." [Oil Tools]





"Sales are flat, major capital project put on hold."





“Brutal 1st quarter.   Hope the improvement continues so we can salvage the rest of the year.” 





“Resin is up for the 2nd time in 2003.”





“Shortage of respiratory masks due to SARS."





“Have good feeling for improvement of economy. Slow rate of growth, but steady." 





"We need more orders to get out of the status quo and start climbing out".





“Oops!   Just when things are looking up…. Management gets tentative.”





“The war being over is having a positive impact in our marketplace.  Offshore activity still nowhere near where it was two years ago, but there are signs pointing in a positive direction.  Natural gas prices going up should stimulate more business."





“Nothing good is happening here.   We haven't seen any recovery you keep reporting.  This seems to be getting worse instead of better."





"Nickel sur-charges are now adjusted weekly."





"We had 6 good months, one bad one, but quotes are still up."











“Production is up by 25% due to successful drilling projects.  Layoffs are still ongoing as planned here even though revenues are strong now."





“Several large orders for parts that we haven't made in two years.”





“No lead time issues for the few items being purchased.  Keeping fingers crossed for better days.”





“If you have a real order to place, you can negotiate a better deal in this market."





"Nothing is in short supply as we are able to obtain everything we need.  VCM shortage is blamed for keeping PVC resin prices up." 





"We are not receiving any more requests for price increases due to energy."





"There are rumors that the Chinese are to place 30-80% tariffs on US made PVC resins.  This could dramatically lower prices here."





"Started buying capital but still have a hiring freeze."





"Suppliers are getting their inventories back up."





"Employment continues to go down as we continue to adjust to our merger."





"Our company has stopped all capital equipment production unless special order.  However, spare/inventory is increasing."





"All indicators and reports are leading us to be very concerned about natural gas prices in '04, and many related products.  Inventories are at historic lows, demand is growing, and exploration is lagging."





"We have just completed a 10% ROF.  Things should pick back up as everyone refocuses."
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�
UP�
SAME�
DOWN�
N/A�
�
OCT�
NOV�
DEC�
JAN�
FEB�
MAR�
APR�
MAY�
JUNE�
�
 Sales�
31%�
38%�
18%�
13%�
�
-05�
-04�
-04�
+17�
+06�
+13�
+14�
+11�
+13�
�
 Production�
29%�
34%�
13%�
24%�
�
-11�
-08�
-15�
+02�
-02�
-02�
+15�
+11�
+16�
�
 Employment�
20%�
56%�
24%�
00%�
�
-11�
-04�
-15�
-05�
-15�
-10�
-06�
-09�
-04�
�
 Purchases�
38%�
38%�
24%�
00%�
�
-16�
-11�
-22�
+11�
-05�
+02�
+06�
+27�
+14�
�
 Price Paid 


 (Major Purchases)�
13%�
83%�
04%�
00%�
�
-02�
-04�
-04�
-02�
13�
+27�
+23�
+12�
+09�
�
Lead Times (from      Sellers)�
07%�
73%�
20%�
00%�
�
-02�
+07�
-01�
-06�
00�
+06�
+15�
+03�
-13�
�
 Purchased Inventory �
09%�
31%�
20%�
40%�
�
-13�
-20�
-24�
-16�
-11�
-10�
-02�
-02�
-11�
�
Finished Goods  Inventory�
13%�
29%�
27%�
31%�
�
-19�
-18�
-10�
-17�
-13�
-25�
-14�
-09�
-14�
�
(Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.)





NAPM - Houston�
07/02�
08/02�
09/02�
10/02�
11/02�
12/02�
01/03�
02/03�
03/03�
04/03�
05/03�
06/03�
�
Composite PMI�
51.3�
53.0�
48.8�
49.0�
50.7�
47.9�
53.4�
51.0�
54.0�
55.0�
53.7�
54.1�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


