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ECONOMY MAINTAINING STRENGTH

HIRING PUSH CONTINUES
SALES STILL GROWING 

The rain from neither Katrina nor Rita dampened the Houston economy in September, as the PMI for the month registered 62.1, the sixth consecutive month with a reading over 60 (18 of the last 20), indicating a very strong area economy. This was the 33rd straight month of economic growth in Houston.

Sales continued to be a primary driver of the Houston PMI, with over half of survey participants reporting a Sales increase for September while only seven per cent had a decrease in Sales for the past month. The Sales index has been fairly steady for six months, averaging about 44. As long as this index level is maintained the overall economy will persist in it’s upward movement.

Production grew in September at exactly the same pace as in August, with an index of 31. Those survey contributors reporting Production gains out-number those with reductions in their Production rates by more than five to one. Production has been struggling to match Sales growth for more than a year; hence, the need for more workers.  

The growth of Employment continued in September, as it has for the past twenty-one months, but the rate of growth slowed slightly for the month, according to Houston Supply chain executives.  This rate might actually  benefit  from the  recent  hurricane  activity  

as more Houston firms become involved in the reconstruction of damaged property and facilities along the Gulf Coast. Certainly there was no perceptible ebbing of confidence among the comments received from survey participants. 

The Prices Paid component of the PMI saw the greatest amount of variation in September as the index for the month rose from 22 in August to 42 in September. Thirty-one per cent of those surveyed paid more for the goods and services they purchased in August; in September that percentage jumped to fifty-two. Certainly the cost of fuels and energy is a major factor in this result and is being felt throughout the market.

Interestingly, Lead Times actually fell during the past month, indicating that inventories are being brought into a semblance of balance.

Purchased Materials Inventory fell during September while Finished Goods Inventory increased. Demand on both will likely continue to grow as Sales backlogs are still increasing.

Katrina and Rita will pair up to create a lot of work in the months to come for many firms in the Houston area. This potential adds to the prospects for economic fortunes in 2006.

Items in short supply:  Plastic bottles, ball valves, steel, plastics, metal medical components, steel fabrications, polyethylene & metallocene resins, diesel, OCTG, drilling rigs, inland barge & land rigs, TiO2 & co-poly resins, C276 nickel products, carbon flat rolled steel.  
Prices on the UP side: Base oils, additives, K-1, ball valves, plastics, chemicals, carbon steel, poly, steel & steel products, fuel & lubricants, electricity, stretch wrap, PVC resins, calcium carbonate fillers, pigments, fuel surcharges, aluminum products, plastic resins, PVC, CPVC pipe and fittings, plastic valves, stainless steel pipe & fittings, fiberglass/FRP parts, tires, maintenance services, carbon flat rolled steel. 

Prices on the DOWN side:  Stainless steel prices, carbon steel plate, metal fabrications, packaging, stainless products. 

COMMENTS FROM SURVEY PARTICIPANTS

"Item in short supply: mostly time."

"Our company has been sold which will enable us to be far more competitive due to raw material costs.  Plans are to continue business expansion.”

"August was largest sales month in last 10 years.  Two new work centers have arrived, pressure now to get up and running, to help with backlog."

"Business is holding up better than normal this summer."

"Casting procurement is a problem for one of our vendors.”

"Prices seemed to stabilize somewhat in August, but going back up in September/October.  Carbon steel and plastics are leading the way.  Vendors are using the price of oil to justify everything.  Starting to feel effects of Katrina as damage is assessed.  Can’t keep up with demand." 

"In times like this, it makes you appreciate working for a company that pays it’s bills and isn’t afraid to spend money when necessary!!!"

"We had to evacuate second time, once for Katrina, then for Rita.  This will impact production, unfortunately."

“Sales growth is being impacted by rising fuel costs of our customers’ customers."

"We are recovering from both Katrina and Rita, supplied manpower and supplies to George R. Brown medical warehouse."

"All is good, keeping a steady pace.”

“Energy costs having major impact on costs.   Will try again to pass costs through to end users.”

“Gulfport and refinery disruptions pushing steel, chemical, resin prices.”

“Although business conditions have stabilized, we continue to seek and hire qualified personnel in anticipation of future growth.”

“The hurricanes are slowing drilling activity!”

“Drivers and office personnel are in short supply.” 

"We are heading for another record year.  The first half of 2006 looks like a continuation of ’05."  

“Wages are on the Up Side.”

                                          SEPTEMBER                                                       Index 2005 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	JAN
	FEB
	MAR
	APR
	MAY
	JUNE
	JULY
	AUG
	SEPT
	
	

	 Sales
	52%
	38%
	07%
	03%
	
	+46
	+26
	+24
	+42
	+51
	
+34
	+45
	+46
	+45
	
	

	 Production
	38%
	34%
	07%
	21%
	
	+29
	+14
	+11
	+34
	+47
	+31
	+35
	+31
	+31
	
	

	 Employment
	34%
	59%
	07%
	00%
	
	+25
	+15
	+18
	+31
	+28
	+18
	+30
	+34
	+27
	
	

	 Purchases
	45%
	45%
	10%
	00%
	
	+38
	+18
	+39
	+36
	+23
	+46
	+48
	+38
	+35
	
	

	 Prices Paid 

 (Major Purchases)
	52%
	38%
	10%
	00%
	
	+54
	+52
	+49
	+34
	+25
	+25
	+27
	+22
	+42
	
	

	Lead Times (from      Sellers)
	45%
	48%
	07%
	00%
	
	+32
	+35
	+39
	+36
	+20
	+34
	+31
	+45
	+38

	 Purchased Inventory 
	21%
	38%
	10%
	31%
	
	+26
	+02
	+21
	+26
	+05
	+12
	+17
	+17
	+11

	Finished Goods  Inventory
	24%
	38%
	14%
	24%
	
	+09
	-02
	+08
	+17
	+03
	-03
	-10
	00
	+10


(Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.)

	NAPM - Houston
	10/04
	11/04
	12/04
	01/05
	02/05
	03/05
	04/05
	05/05
	06/05
	07/05
	08/05
	9/05

	Composite PMI
	60.2
	60.8
	60.5
	61.7
	59.0
	58.2
	60.8
	62.9
	61.0
	63.7
	62.9
	62.1


A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.












