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PMI UP FOR EIGHTH MONTH


SALES GROWING, BUT SLOWER  


JOBS STILL DISAPPEARING


�
Houston's economy continued to grow in August, as it has for the past seven months, although the employment picture weakened for the twenty-third consecutive month. Houston's PMI (Purchasing Managers Index) for August was 53.3 as compared with 51.8 for July.


 


The Sales component of the PMI showed deceleration in the past month although it finished the month at a positive 2 after having registered double-digit growth for the last five months.





The Production rate grew for a fifth consecutive month as more firms struggled to meet increasing Sales backlogs.  The challenge here is to increase production output by way of improved productivity since employment numbers continue to fall or remain at current levels. This trend may not change soon, although pressure is continuing to build, and will, at some point, force hiring decisions to be made. 





The employment index continued to wobble in negative territory, as has been its custom since it first went south in September 2001. This twenty-three month fall has been the longest term Employment decrease since this report began publication in 1995. The next longest decline of jobs was fifteen months in length from August 1998 to October 1999. 





Purchases were down slightly for the past thirty days from the rate posted in July.  Some of the fallback in this component could be because inventories are still being reduced in spite of rising Sales.





Lead Times extended slightly during August as the words "material shortages" were mentioned a couple of times. It is likely that this category will see further increases.





And Prices Paid remained remarkably close to flat for the month; with 82 per cent of survey respondents reporting no change in prices they paid for goods and services. 





Inventories were diminished for the sixty-second consecutive month and do not show any sign yet of  plans to increase or even maintain their current level. There simply isn't enough confidence in the near future to force a re-thinking of inventory policy. In effect, you go with what you got. 


�



Items in short supply: Respiratory masks, electronic components, electronic motors, electronic cable and connectors, quality storage facilities, coiled tubing units, electro-mechanical connectors, motor freight from Mexico to U.S., capital for projects, PCA components, wood doors, state services.   


Prices on the UP side: Steel, vaccine, bearing cups and cones, chemicals, batteries, transmitters, rubber molded parts, castings, petroleum products (gasoline, oil), utilities (electric), transformer oil, motor freight, welding supplies, transportation and shipping. 


Prices on the DOWN side:  PC's and components, used tubing and casing, PVC resins, software, thermoses resins, injection molded plastic components, chipboard, bearings and power transmission, packaging (corrugated, foam), structural steel. 





COMMENTS FROM SURVEY PARTICIPANTS�



"Quoting activity is increasing causing personnel shortage with increased workload." 





“Supply issues again this month with electronics components causing slight delivery issues."





“Fuel costs are considerably higher, so transport and shipping costs have increased."





"We are still trying to reorganize our group following our recent R.O.F. (reduction of force)."





“We are becoming concerned with the long term pricing and availability of long haul motor freight, especially to/from Mexico.  Bankruptcies, consolidations, and mergers in the trucking industry are putting upward pricing pressure on a shrinking supply base." 





“We have been advised by some consultants and utility representatives that natural gas prices in regulated markets will significantly increase in November.”





“No purchases, no sales orders for 2-3 months now.   Scary!" 





“Just finished record fiscal year.  Bad News:  Need to repeat again this year."





“Still have some suppliers who want increases based on natural gas and energy costs."





"Suppliers report slow business despite strong oil & gas pricing. Our production is up for the year at record levels."





"Employment to increase, but due to replacing experienced personnel on a 2:1 ratio.  Senior staff being re-shuffled to take on additional roles including myself."





"No raises this year.  Customer base still struggling and won't accept rate increases.  Business is steady…. just can't get rates back up."








"Prices on bulk piping commodities and instruments are steady but deliveries are going out."





"The work load has definitely changed.  Went from a modest activity level to extremely busy in the past month.  Our shop will be very busy for the next 3 months for sure and probably through end of year.  The other extreme - one of my key steel fabricators went out of business due of lack of work and one of my key machine shops is on a 35 hour work week."  





“Production is down.  Reassignment of materials personnel to cross-train while production is slow.  Spare parts business is good." 





“We are holding our own, but would like to see increases.  Quoting a lot - just need the orders.”





"July was good sales, reduction of finished goods, still no real backlog in sales to build on."





"Companies continue to allow inventories to drop and are only ordering out of necessity.  Sound familiar?"





"It appears that we may finally be seeing the beginning of the long awaited "turnaround" in the O & G sector.  Let's hope so."





"ERW pipe mills raising prices but don't see greater volume to make it stick."





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





"Have (more) positive movement in the technical employment area than I have seen in 2 years."





"Company pulling back on all types of expenditures - continue to reduce costs and reduce capital spending."





"No real changes noted (in prices) due to term contracts."





�
                                              AUGUST		 Index 2002/2003 (9 months)


 	


�
UP�
SAME�
DOWN�
N/A�
�
DEC�
JAN�
FEB�
MAR�
APR�
MAY�
JUNE�
JULY�
AUG�
�
 Sales�
29%�
27%�
27%�
16%�
�
-04�
+17�
+06�
+13�
+14�
+11�
+13�
+12�
+02�
�
 Production�
29%�
24%�
20%�
27%�
�
-15�
+02�
-02�
-02�
+15�
+11�
+16�
+04�
+09�
�
 Employment�
22%�
49%�
29%�
00%�
�
-15�
-05�
-15�
-10�
-06�
-09�
-04�
-14�
-07�
�
 Purchases�
29%�
39%�
31%�
00%�
�
-22�
+11�
-05�
+02�
+06�
+27�
+14�
+04�
-02�
�
 Price Paid 


 (Major Purchases)�
12%�
82%�
06%�
00%�
�
-04�
-02�
13�
+27�
+23�
+12�
+09�
+02�
+06�
�
Lead Times (from      Sellers)�
20%�
73%�
08%�
00%�
�
-01�
-06�
00�
+06�
+15�
+03�
-13�
+08�
+12�
�
 Purchased Inventory �
08%�
35%�
18%�
39%�
�
-24�
-16�
-11�
-10�
-02�
-02�
-11�
-08�
-10�
�
Finished Goods  Inventory�
10%�
16%�
33%�
41%�
�
-10�
-17�
-13�
-25�
-14�
-09�
-14�
-08�
-23�
�
(Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.)
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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.											


