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PMI INDICATES SOLID GROWTH


JOBS STILL CONTRACTING 


INVENTORY PRESSURE FELT


�
Although the rate of growth slowed somewhat, Houston's economy still grew in July for the seventh consecutive month. The PMI (Purchasing Managers Index) registered 51.8 for the past month, 2.3 points slower than June's 54.1 reading.


 


July also saw Sales climb for the seventh straight month, maintaining approximately the same growth rate that has been evident since January. And the rate of Production slowed slightly but continued to expand for the fourth consecutive month with only eighteen per cent of survey contributors reporting a decrease in production for the month of July.





Employment continued slipping in the past month, marking 22 consecutive months of net job losses in the greater Houston area. Slightly more than one-third of Houston's supply chain professionals reported employment reductions in their firms for the month.  That was the highest percentage so reporting since before the start of 2003. As Sales and Production are expanding and inventory levels continue to fall, pressure is building on current staff complements. But confidence levels do not, thus far, encourage new hiring to any significant degree. 





A further indicator of the pressure being exerted on current record low inventories is this month's Lead Time index, which at 8 is the second highest reported this year and the fourth highest such reading since September of 2001.  It is likely that this component of the PMI will grow further as Sales rates continue to outstrip Production and with limited ability to meet those demands from existing inventories.





There does not appear to be any perceptible affect on prices as a result of longer Lead Times and depleted inventories at this time, with the Prices Paid component of the PMI registering only 2 for the past thirty days. That reading gives no hint of inflation whatsoever, but that could change quickly if increasing Sales demands are not met and the national economy begins to warm.





ISM's national manufacturing report revealed a growth number for the first time in five months in July. This is very good news for Houston and bolsters the growth pattern that is evident in the local economy. Houston is definitely leading the way, based mainly on energy prices, but it will be improvement in the national economy that will sustain that expansion locally.





�



Items in short supply: Printed circuit boards, in-home care providers, electronic components, some older technology electronics, custom electrodes, plate, respiratory masks, valve parts (gates & seats), special electronic parts, plastic tubing, latex gloves, vaccine, capital for projects, hydraulics, motors.   


Prices on the UP side: Finished goods, iron castings, steel pipe, tubing from PVC based resins, packing, seals, hydraulic cylinders, rubber molded products, powdered metals, epoxy resin, fuel, vaccines, aerosol flu vaccine, used casing and tubing, diesel fuel lubricant, lumber, hydraulic components, welding supplies, sulfur traps. 


Prices on the DOWN side:  Industrial pumps, valves and instrumentation, computers and components, PC and peripherals, in-plant services, metal fabrication, bearings and power transmission. 








COMMENTS FROM SURVEY PARTICIPANTS�



"Things continue to be the same despite good news from the 'oil patch'." 





“We continue to see positive O & G indicators but no one seems to want to make any sudden moves.   All indicators are good, but business is stagnant."





“Production is continuing to increase with several successive drilling projects meeting or exceeding expectations.  The outlook for 2nd half of 2003 is healthy, although planned staff reductions may still occur 3rd or 4th quarter."





"Although we have not experienced layoffs, vacant positions must be approved before they can be filled."





“Due to a few projects being implemented we have seen an increase of Purchases; not too much major equipment, but still an increase.” 





“Trend seems to be more positive than negative.  We're expecting a decent 2nd half.”





“Hanging in there." 





"Engineering is having to change BOM as .120 X .60 X .120 G plate is not made anymore."





“Down-sized and eliminated some positions.   Still on hiring freeze.”





“Unit sales dropping, however, spare parts sales were soaring last month.  We had a down quarter on new units and a fantastic quarter on spare parts."





“We have been teased with increases in orders.  Hope to see more and more."





"Way ahead of pace for new orders from last month."














"Several manufacturers we rep have increased finished goods cost by an average of 3%."





"Our industry is reacting right now like trying to stop a boat.  Even though we have cut costs and found neutral, we are still coasting into the red."





"Things are just holding steady.  Every day routine; no more lay-offs."





"Almost all suppliers are negotiable in today's market."





Due to Federal and State Budget cuts, providers for senior services are limited, i.e.; providers are afraid to get into long term contracts with government agencies."  





“Not a good month for sales or production." 





“Starting to see a burst of activity.   In the next week or so will be adding at least 3 temporary workers to keep up with demand.  Not sure how long this will last.  Steel fabrication shops and machine shops are begging for work.  One shop said their backlog was the lowest in 12 years.  It is hard to predict what is going to happen with the economy.”





“We are expanding services to our clients which has increased our purchases.”





"Have recently merged several branches together to try and take advantage of larger quantities and offset the impact on employees that cyclical demand has.  Allows for sharing of employees among the different branches.  Everything in turmoil." 





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





"Still waiting for that recovery."





“No direction makes life difficult."
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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.											


