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PMI CONTINUES CLIMBING


PRODUCTION ACCELERATING  


JOBS FALL FOR 25TH MONTH


�
Houston's economy continued growing in October for the tenth consecutive month as the PMI (Purchasing Managers Index) moved up to 55.7 as compared with 53.5 in September. This was the highest PMI recorded since July of 2001 when the economy was in the process of heading south.  Forty-one percent of survey participants reported Sales growing in their firms in the past month while only twenty-two per cent reported drops in new Sales.


 


Production rates accelerated sharply in October according to Houston supply chain pros, with thirty-five percent seeing increases as opposed to only twenty-three per cent recording expansion in Production rates a month earlier.





Prices Paid is well under control with 80% of survey respondents reporting no change this month.





Inventories continued their record depletion rate into its sixth year.





Purchases grew again in October as they have for eight of the last ten months and will likely continue to do for the next several months. 








But ironically, and in virtual lockstep with the national trend of the past several months, although both Sales and Production rates have risen nationally and in Houston for most of the past year, jobs continue to disappear, albeit at a much lesser rate over the past three months. We have seen signs in the past week that the national job picture is changing and in fact, Houston's economy is now poised to make a turn in the employment numbers and to begin hiring again for the first time in over two years. 





When will the breakthrough to positive jobs numbers occur? All the elements appear to be in place - with one exception: confidence regarding the direction and motivating of the economy for the next six months to a year. That confidence may now be in evidence, if only slightly, and will breed more of the same which will lead to needed capital investment and finally to a loosening of the constraints on hiring. The turn may have come while this report is being assembled or, more likely, it will become fact within the next few weeks. The environment is changing and although productivity has increased, new hires will have to be made, and the benefit will be readily discernible as we move into 2004. 








�
Items in short supply: Specialty chemicals, special seals, custom gauges, hydraulic valves and components, raw materials (bar and tubing), VCM.  


Prices on the UP side: Vaccine, gasoline, freight, hourly labor, machined parts, molded rubber parts, MRO tooling, custom springs, polyurethane resins, seals and seal parts, fuel, electricity and natural gas contracts for 2004.  


Prices on the DOWN side:  Computers, MRO items, PC equipment, petroleum products: gas, oil, etc., cellular service, finished goods.  


 








COMMENTS FROM SURVEY PARTICIPANTS�



"Busy, busy but still learning of employees being cut." 





“Pretty quiet right now…."





“Most companies are trying to pass (through a) 2% to 3% hike, but we are refusing increases.”





“Prices stable throughout the year." 





“Hiring freeze; end of fiscal year swing.  Typical fire drill mode for this time of year." 





"Personnel is in short supply - quoting activity is up and we are shorthanded."





"From all outward appearances, the economy seems to be picking up."





"Very little activity."





"Spare parts maintained quota in 3rd qtr while new manufacturing took a nose dive.  4th qtr will be about the same while 2004 is a mystery."





“Division has hired several personnel in support of anticipated workload increase along the U.S./Mexican border." 





“Our outside custom machine division is down.”





"Inventories are being depleted.   Manufacturing is slow to replace due to uncertain future.  Exports remain most active."








"New orders for major tools are coming from our customers."





"Customer inquiries have slowed down some, but more of the ones coming in are for funded projects instead of budgetary quotes.  Business is still favorable and everyone's got a full plate to keep them busy."





"Suppliers are reporting that the VCM used to produce Homopolymer and Copolymer resin is in short supply.  There are indications this is a tactic to prevent prices from decreasing."





"Homopolymer resin has requested price increase."





"Sales are in the seasonal low period.  All purchases, inventories and expenses are being adjusted downward accordingly."





"Good times - lead time and prices are fine.   Purchasing no challenge at the moment.  Know that will change shortly."





"Merit budget approved.   Small but at least there is one!"





"Inventory reductions of surplus equipment are in progress.  Fourth quarter outlook still is positive over-all.  Drilling activity reduced but as planned."





"Suppliers who can work (out) of their old inventory 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�
11/02�
12/02�
01/03�
02/03�
03/03�
04/03�
05/03�
06/03�
07/03�
08/03�
09/03�
10/03�
�
Composite PMI�
50.7�
47.9�
53.4�
51.0�
54.0�
55.0�
53.7�
54.1�
51.8�
53.3�
53.5�
55.7�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


