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ECONOMY VERY HEALTHY 


SALES, EMPLOYMENT    


RATES SOARING


�
Houston's economy continued its robust growth in July with the third highest PMI (64.4) since this report began in January 1995. The lofty reading was driven by several components climbing during the month.





The Sales component reached its highest point since February of 1997 and the Production growth rate was reported at its highest level since November of the same year.  Also driving the PMI up, but with dubious distinction, was the Prices Paid index, which rose to its highest point since the first month this report was published in January 1995. Fifty-six percent of survey participants reported higher prices being paid by their firms for the goods and services they purchased in July than was paid the prior month.  Only four per cent of contributors reported overall price decreases for the month.





But perhaps the most noteworthy figure for the past month was the Employment index of 23, which was the result of twenty-seven per cent of survey respondents reporting net job increases in their organizations in July, while only four per cent reported overall employment declines. This was the highest Employment index seen in Houston since February of 1998. Houston has a long way to go to recover the jobs lost from '01 to '03, but July shows definite promise for the balance of '04 and the beginning of '05.





It is still expected that prices will soften during the balance of this year, but high energy costs are affecting all basic industries and are continuing to force cost pass-throughs.





Lead Times remained high in July with nearly half of survey contributors reporting longer shipping times for the products they buy than thirty days earlier.





Inventories, both Purchased Goods and Finished Goods, grew slightly in July, as purchases continued at their near record level for the fourth consecutive month.





Moderation of energy prices is of great concern, and will ultimately play a role in how long the current growth pattern continues, but for now Houston's economy is handling the prices and steadily growing in spite of their perceived encumbrance. 


�









Items in short supply: I.C.'s memory, titanium bar, qualified individuals for employment, common sized OD intermediate casing and surface casing (10-3/4), line pipe in 10" & 12" sizes, steel & related products,  prevnar vaccine, forgings, SS, gauges, packing, old technology electronic components, bar & tube, bearings, machined parts, castings, memory modules.   


Prices on the UP side: Memory, connectors, PVC/CPVC, fiberglass resins, titanium parts, HDPE, long haul, OCTG, tubing & casing, fuels - including diesel & lubricants, all steel products, line pipe, industrial chemicals, polycarbonate, PPO, PBT, aluminum, LTL, vaccine, all metal products, hydraulic components, packing, seals, transmitters, electrical parts, plastic resin items, transportation, stampings, machined parts, SS, plate, castings.         


Prices on the DOWN side:  Accumulators, computers & components, electronic components, computers, printers & related peripherals, vehicles - greater fleet incentives for '05 model year.


 


COMMENTS FROM SURVEY PARTICIPANTS





�
"Things are fairly quiet this month." 





“Workload is increasing; staff is getting stretched; mistakes are being made more frequently; customers continue pushing to improve deliveries while lead times are going out.  Something has to give.”





“The heavy work load continues on as usual.   Strong production levels & high oil & gas prices create positive outlook for increased drilling in 3rd & 4th QTR."    





"Business is great but steel casting lead times are getting so long its hard to meet customer expectations."





"Nothing much has changed from last month."





"We have hired additional personnel and are working overtime and we still cannot keep up with demand." 





"Prices have stabilized for now, but surcharges are scheduled to increase again in August."





"Business activity has remained stronger than expected so far this summer.   On track to have a record year in sales and profit."





"Beginning to see signs of supply tightening for container freight from Asia.   Lead times for containers from west coast lengthening due to labor and rail.  We have been concerned about inflation since January - economists now beginning to agree."  





"Census is high.   Vacant positions are being filled."





"Lead times continue to move out.   Our 1st Qtr finished strong, 2nd QTR looks good."








"We are busy, manpower is leveling off and a couple of new jobs have been created."





"Anything carbon steel related is still on the rise with new increases in scrap announced for July - August."  





"Still trying to avoid hiring staff."





"Foreign suppliers of steel are back in the market (thankfully).  It will take 6 - 9 months to refill the supply chain, but it's going to happen." 


  


"Prices on the DOWN side does not apply to this market!"





"June was best sales month this year.  Shipments are slipping due to backlog." 





"Raw material prices have leveled off for now.  Surcharges abound."





"Definitely a "Sellers" Market.  It's a challenge to be in procurement."





"There are no prices on the down side that I can see."





"Make it through year-end without layoffs.  Hard to keep up with all the changes."





"We are in the slow part of the summer - customers & our support staff are at the beach."





“Inventory levels up to meet customer demand.   Requirements to maintain stock for immediate availability."





"Drivers and trained employees are in short 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�
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11/03�
12/03�
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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.											


