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PMI UP: NINE STRAIGHT MONTHS


SALES INDEX JUMPS  


JOB LOSS SLOWING


�
Houston's economy continued to expand in September, as it has every month in 2003, nine straight months, with the PMI (Purchasing Managers Index) reaching 53.5 as compared with 53.3 in August.


 


The Sales component of the PMI (there are eight components; see below) rose sharply in September to its highest point (15) since July, 2001, meaning that 15% more survey contributors experienced Sales growth in their firms than had lower Sales over the past month.  As a frame of reference, the highest Sales index ever recorded since this survey began in 1995 was in January 2001, when the index hit 48.  It began a rapid decline the following month, and registered 15 in July, before going negative in October (September 11th probably hastened the drop, but it certainly didn't precipitate it).





Production grew in September, according to Houston purchasing execs, for the sixth consecutive month and eight out of the last nine months.  This number may move significantly ahead in the near future as a sense of expectancy develops regarding continued Sales increases, and competition ensues. 





Jobs continued diminishing in September for the 24th consecutive month; however, the index of -2 was the smallest drop since the two-year decline began. It is very possible that October could produce an end to job shrinkage in Houston. The pressure to hire is definitely building in many firms as they struggle to meet Sales demands with existing staff.





Purchases also took a healthy jump in the past month, with 40% of respondents reporting increases in the purchase of goods and services in their firms.





Prices Paid actually dropped in the past month as 87% of survey contributors reported no change in the prices they paid in September.  





Inventories are still being brought down but at a much slower pace than has generally been observed over the five-year period of continual inventory depletion.





Like the Employment figure, the Inventory direction may turn the corner very soon as businesses refocus toward meeting growing Sales demand.  Signs are pointing in that direction.


�



Items in short supply: Older generation computer components, steel and aluminum cans, products with high nickel content, items from France, 12" line pipe, high-pressure medical tubing, mechanical tubing and tube fittings.  


Prices on the UP side: Welding gas (20%), vaccine, transportation, valves and actuators, gauges, electronic components, carbon steel products, stainless steel products, products with high nickel content, synthetic rope, gasoline, hip and knee implants, aluminum, energy, fuel surcharges added to freight.  


Prices on the DOWN side:  Steel line pipe, computer maintenance, injection molding, tooling, steel, computers and equipment, ERW casing and tubing.  











COMMENTS FROM SURVEY PARTICIPANTS�



"Sales up over August but back in line with July.  Employment steady overall. Purchases up but prices in line." 





“As customs house brokers and international freight forwarders I see some increase in our imports."





“Sales are moving up.  Production is running behind, finished   goods are in short supply on some items.  If it is on the shelf we can sell it." 





“Initiatives have been put in place for cost savings and efficiency.”





“Hearing positive reports from a number of areas throughout the country." 





"Order rate dropped off after a good start in third quarter. Everything is status quo.  Management looking around for cost improvements."





"Business still looking strong through end of year.  Sales (people) are chasing some nice business for the first and second quarter of 2004.  Lead times are starting to stretch out with some of my suppliers.  Some due to increased workload and others due to reduced inventory and labor."





"Things are looking a little better…but will it last this time?!?





"Carbon steel product increases announced for Oct. 2003 and Jan 2004.  Modest stainless steel product increases expected monthly for remainder of 2003."





“Staff reduction in materials management is expected in October." 





“If you can wait for longer deliveries, you can generally get better pricing.  Due to the existing market, everything remains negotiable.”





"Have had a couple of suppliers close their doors in the last few weeks."











"Drilling has ceased for brief period before last quarter activity resumes."





"We still have machine capacity."





"Prices keep going up as medical payments keep going down."





"Lucky so far.   No problems with delivery on my parts purchases."





"The price increases in resins and pigments have stopped."





"There are some indications that we will start seeing some retractions in prices 1Q04."





"With supplier consolidation and bankruptcies over the last two years, watch for inflation of long haul LTL rates in '04, as available capacity shrinks further."





"How long can the oil companies hold back on releasing projects?"





"Talks of expanding our markets are on management's agenda.  This is a positive statement from our management."





"Personnel are in short supply.  We need more people to work the increasing RFQ's but it's not in the budget."





"Purchases are up due to the approaching state and federal fiscal year end.  All purchases must be made."





"Small industrial projects are beginning to increase.  Quotation activity remains very active.  Export shipments are good."





"The top management folks come and go but the front line folks do not appear on the casualty lists nearly as often."  





“Negotiations are possible to keep prices from being on the up side.  There is latitude for dialog."
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NAPM - Houston�
10/02�
11/02�
12/02�
01/03�
02/03�
03/03�
04/03�
05/03�
06/03�
07/03�
08/03�
09/03�
�
Composite PMI�
49.0�
50.7�
47.9�
53.4�
51.0�
54.0�
55.0�
53.7�
54.1�
51.8�
53.3�
53.5�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


