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ECONOMY GROWS FOR 1-1/2 YEARS 


HIRING UP, BUT SLOWER    


PRICE INCREASES EASE


�
Houston's economy has now been growing for a year and a half, and the June PMI reflected that picture with a reading of 60.5, down slightly from May's 62.9, but indicative of a very healthy overall economic climate.





The PMI is still being spurred by Sales and Production indices that are solidly on the plus side with forty per cent of survey respondents reporting month to month increases in both Sales and Production figures in June, while only 11% and 7%, respectively, reported losses in those categories for the month.





Employment continued to grow in June according to Houston area supply chain pros, although the rate of growth slowed significantly during the past thirty days.  The employment index fell from 19 to 2, with twenty per cent of survey contributors reporting manpower increases, while eighteen per cent saw levels drop in their organizations over the past month. Sixty-two per cent reported no change in staffing numbers in their firms.  It is likely that the Employment component will rise again in July as extreme pressure to produce and ship product continues to affect many firms' hiring programs.





The Purchases component of the PMI rose again in June,  reaching a  height  that  has  only  been reported 





two other times since 1997. Clearly, rising prices and depleted inventories are causing many firms to place additional futures orders, and escalating purchase orders are, in turn, creating longer lead times. 





The Prices Paid component reflected some easing of the increase spiral in June, with the index down to 51 from the May reading of 65. Fifty-three per cent of those surveyed reported new price increases for the goods and services they purchased in June, while only two per cent reported overall price decreases.  It is expected that further softening of prices will continue for many products, while the overall impact of the recent round of price hikes causes frustration and concern but not significant damage to the broad economy. 





Lead Times remained long and got somewhat longer in the past thirty days on many commodities. It will take some time for these long shipping schedules to ease.





Purchased Materials Inventories and Finished Goods Inventories both grew slightly in June, but it remains an uphill battle to put products on the shelves when Sales continue to be strong and many raw materials, such as steel, are unavailable or available only on a limited basis. 


�



Items in short supply: Steel castings, pipe (steel), steel, 2205 SS, truck load capacity, vaccine (Prevnar), intermediate casing (7, 7-5/8 OD), stress proof fittings, computer components, memory modules, castings, programmable logic, copolymer resin, valves, gauges, forging bar, steel messenger wire, workover rigs for inland water jobs. 


Prices on the UP side: Steel & SS (all configurations), chemicals, transportation costs, diesel, industrial batteries, utilities, paper and paper products, OCTG, fuel, oil & lubricants, used/surplus tubing & casing, packaging materials, cast iron products, pipe & fittings, polyethylene tanks, memory, semiconductors and i.c.'s (also lead free), anything in steel drums, epoxy resins, surcharges fuel, poly bags, copolymer resin, homopolymer resin, natural gas, pallets, valves, gauges, connectors, castings, forgings, transmitters, motors, PVC, copper.      


Prices on the DOWN side:  Computers & components, copper, instrumentation wire.


 


COMMENTS FROM SURVEY PARTICIPANTS�



"Lead times extending, especially for steel castings; doubling in some cases.  Requested lead times from customers holding on the short side.  Getting the two to match is a challenge." 





“Selling prices and customer orders seem to have stabilized in June, perhaps due to an expected summer slowdown.”





“Working overtime and hiring additional help. Business is very strong."    





"Prices on the increase due to cost of raw materials (going) up and transit cost increases."





"Metals pricing for the balance of '04 and for '05 remain a question mark, as demand, supply, speculation, election and other factors are all contributing to a volatile market."





"Construction of new clinics and health centers are in the works." 





"Second quarter will finish on the up side.   The outlook is good for the second half of the year."





"Large OEM customers locked up capacity 3 months ago but they have not placed firm shippable orders against the capacity agreements."





"Product availability is consistent with last month."  





"Prices are on the up side on almost everything, at least a surcharge.  Have never seen surcharges on some of these parts.  Can do some negotiating, but not a lot."





"Definitely a SELLERS' MARKET."











"Strong quarter results; profitable again."





"Smiles are returning as orders increase and the future outlook brightens."  





Business continues on a positive note. Probably will have to hire some contract workers soon to meet production demands.  Also will outsource some work to stay on schedule.  Customers have not accepted that lead times are moving out  - lots of pressure to perform.





"YEA!   We are slightly on an incline, finally." 


  


"Completed new building addition, new CNC's ordered and employees hired to meet demand."





"We still have a big backlog to work through.   Still in hiring mode." 





"Beginning to see more inflationary price increases on raw materials.  Still unable to pass all the (increases on)."





"New unit sales flat, spare parts sales good.  Lots of reorganization is going on; especially in sales and marketing."





"Business continues to be strong."





"Continue to see anything with a steel component to be higher priced - more purchasing jobs now opening up."





"Exports continue to out-pace domestic shipments."





“Lead times are going out."








�
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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.											


