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ECONOMIC GROWTH CONTINUING 


MORE JOBS DEVELOPING    


PRICES HIGH, BUT STABILIZING�
Houston's economy grew in September for the twenty-first consecutive month, although prices of goods remained high and job growth slowed from the near record pace seen in August.  The PMI for September was 62.7, marking the eighth month in which the PMI exceeded 60, indicating strong economic expansion. 





The components of the PMI moved somewhat from the previous month with the Sales index rising significantly while the Employment component reflected a noticeably slower growth rate.  





The Sales component nearly equaled its July showing which was the highest point the index had reached since early 1997. The Production component of the PMI decelerated in September from its rate of the past few months; even so, those firms reporting Production increases for the past month outnumbered those indicating Production decreases by 5 to 1.  





Employment continued to grow, according to survey contributors, for the tenth straight month, however the growth rate was slower than in July and August.  Nearly one-third of respondents added new jobs while thirteen per cent saw manpower diminish in September.  Fifty-seven per cent of those surveyed reported no change in the job levels in their firms.





Prices were reported as increasing in September by half of Houston's supply chain professionals while none reported overall price decreases. The light at the end of the price tunnel appears, however, to be slightly visible to some firms as several purchasers commented that overall price stabilization is now beginning, despite continued escalation of energy costs. It is likely that a slow flattening of prices will continue for the balance of the year and into at least the first quarter of 2005.





Lead Times (shipping times) for purchased materials fell in the past month to a level far below that of the past six months, clearly indicating that the supply problem that has added additional price pressure since early in the year is now leveling and coming under control. This is a very positive development and will allow a smoother production process in the months to come. As this tendency becomes more evident inventories will also stabilize.


�






Items in short supply: Stainless Steel Coil, 2205 Stainless plate, PTFE granular resin, Steel cable reels, crew boats, dredging equipment, trucks (hauling), speed barges, SS fasteners, bearings, steel, tapered roller bearings, steel for line pipe, paper, Puerto Rican breakers, electronics (transmitters, circuit boards, LED's), castings, forgings, Prevnar vaccine, truck drivers. 


Prices on the UP side: Chemical products, steel base cost, resins, corrugated boxes, travel, tubing & casing, OCTG, line pipe, fuels,  oils, lubricants, diesel, paper, hydraulic pumps, PVC, paper bags, corrugated, poly bags, vaccines, trucks, trailers, maintenance items.           


Prices on the DOWN side:  Computers and components.

















COMMENTS FROM SURVEY PARTICIPANTS





�
“Carbon steel still on the rise- shortage should have been over by now, but will probably last until 1Q05 ."    





"Jobs must be justified before vacancies can be refilled."





"There are surcharges on all steel products keeping the price up."





"Busy - fourth quarter, challenges in production and holding prices." 





"2005 looks like expansion is possible after 2 years of no growth."





"Unit sales up very marginally while spare parts continue to soar."





"Price increases are catching up to us this month in all areas."  





"Business activity has resulted in higher lows and higher highs in steel pricing. When will the market adjustment occur?"





"Having a very good year - the workload is still heavy and has signs of relief."





"It seems steel prices may have leveled off some."





"New projects for 2005 & 2006 are beginning to surface - a good sign.  We are beginning to hire."  





"I believe that some prices have leveled off."





"Instead of asking what prices are on the UP side it might be better to ask what prices are staying the same." 


  


"We evacuated all our rigs(inland barge types) last week due to hurricane Ivan.  There were no accidents or injuries or loss or damage to equipment.  The cost of this exercise will be a significant factor in those wells' profits." 





"Quiet month."





"All is good!   Slight increase in sales."





"All travel is now approved at division HQ's or higher."





"Petroleum products, although higher in price than a year ago, have stabilized."





"Shipments were good in August, but September is going to be down.  Waiting for the pipeline to fill up again. Chasing some nice orders, but the customers haven't released them yet.."





“Customers seem relatively satisfied with lead times."





"One major customer continues to cancel orders and push deliveries out."





"Manufacturing lead times continue to increase."





"Purchases are up in public organizations because of fiscal year end.   All funds should be spent before year end."





"Incoming orders have dropped slightly.  This will be the best year in our history."





"The price of most items has stabilized."





"Business couldn't be better; on pace to have a record year in Sales and Profit."
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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�
10/03�
11/03�
12/03�
01/04�
02/04�
03/04�
04/04�
05/04�
06/04�
07/04�
08/04�
09/04�
�
Composite PMI�
55.7�
53.7�
54.2�
58.3�
60.1�
63.1�
64.6�
62.9�
60.5�
64.4�
62.8�
62.7�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


