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ECONOMIC SLOWDOWN?  -  NOT HERE! 


SALES SPURTING    


JOBS GROW FOR 11TH MONTH�
Houston's economy continued it's robust growth in October for the twenty-second consecutive month, with the PMI at 60.2 for the past month.  This marked the ninth month in which the PMI exceeded 60, a record for continuous growth since this report began in 1995. 





Sales growth punctuated the October PMI, apparently throwing off any pressure brought by prices that continued high and actually rose further in some cases.  The Sales component of the PMI registered 48 for the month, almost equaling the year's highest Sales index which occurred in April. 57% of survey contributors reported Sales increase in their firms for the month, matching a high water mark not reached since 1997.  





Production increases were reported by Houston procurement managers for the nineteenth consecutive month as many firms continued their struggle to produce at levels commensurate with sales orders.





And while nationally employment growth has vacillated, Houston continues to generate more new jobs at a very brisk pace and did so in October for the eleventh consecutive month. Nearly thirty per cent  of Houston firms represented in the survey added new jobs in October with only thirteen per cent reporting net employment reductions. Continuing Sales and Production advances are dictating that selective hiring be approved in order to keep pace with market growth. 





Prices rose again in October at about the same rate as in the past four months, particularly spurred by metals and fuels surcharges, with no significant easing appearing during the month. Speculation now focuses on late first quarter 2005 for noticeable price softening.





New Purchases growth decelerated in the past month as year-end inventory controls began their annual emergence. Many firms will try to forestall heavy buying of other than materials which can be converted and shipped before the end of the year. 





Lead Times grew longer in the past month for some commodities and hence equaled the problematic shipping times being reported for most of this year.





Purchased Goods Inventory and Finished Goods Inventory grew only slightly in October in spite of lengthening Sales order backlogs.


�






Items in short supply: Stainless steel, unusual size casing, OCTG, container space from Asia, semi's for through hole application, tapered roller bearings, flu vaccine, Prevnar vaccine, pumps & pump parts, compressors, pipe, bearings, steel, castings, forgings, epoxy resins, TiO2, P.C. components, steel products, capstock. 


Prices on the UP side: Natural gas, steel, castings, forgings, flu vaccine, plastic related items, concrete, metals, petroleum products, transportation, paper bags, packing, bubble wrap, mailers, chemicals, truck trailers, polypro plastics, aluminum ingot, plate, epoxy resins, fiberglass reinforcements, stablizer, plasticizer, polymer resins, ABS plastic, diesel fuel, SS pipe & flanges, marine equipment, tugs & barges, inland barge rigs and land rigs, electrical cable, PVC.           


Prices on the DOWN side:  Computers and components, corrugated packaging, carbon steel, services. 


COMMENTS FROM SURVEY PARTICIPANTS





�
“A struggle to keep price increases down for balance of year. Negotiations started for 2005."    





"This may be the best year in the company's history."





"RFQ's from international companies are on the up-swing again. Not much happening domestically.  Have hired a couple of technical people and are looking for 1 or 2 qualified technicians in anticipation of a strong 1st Qtr and beyond."





"Carbon steel prices are dropping due to shrinking demand." 





"Due to the overall impact of hurricane Ivan, many tugs went into drydock in south Louisiana area, creating temporary shortage."





"Rig prices are up because of tight availability."





"Prices on implants are on the rise.  Fall is the time for manufacturing increases.  Working on better contracts to control prices."  





"It is our view that steel and steel products will stay at or near current price levels well into '05, regardless of China's demand. Steel suppliers, foreign and domestic, are intent on preserving existing margins."





"Customer long term pricing agreements will have price increases in 2005."





"We are hiring 2 people over the next 2 months.   Medical insurance is an issue - costs keep climbing."





"Seems we keep adding paper work to meet FDA and ISO requirements.  And they want more accomplished in less time."  








"Surcharges are terrible.  Everybody connected to metals seems to have developed one." 


  


"Business has been good, now we are waiting for the annual slow period at the end of year." 





"Customers are fighting cost increases."





"Epoxy resins are on allocation."





"Sales and inventory down, which is normal for this period every year.   Inventories down further as we reduce batch sizes and increase productivity on demand for manufacturing."





"More demand than factory capacity - backlog increasing."





"Anticipate major increase in capital spending, beginning in mid 2005.  Still unable to hire."





"Suppliers are not meeting promised delivery dates."





“Vendors are adding fuel surcharges to almost everything.   They have been doing this for awhile but now these charges can't be disputed."





"We made one hire in sales to handle anticipated growth, but sales are stable right now."





"Nothing is really in short supply although some lead-times remain twice what they should be."





"Surcharges are having major impact on product purchased.  Price of natural gas is having major impact as we try (to continue to) run over the next few months, driving costs up."
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�
UP�
SAME�
DOWN�
N/A�
�
FEB�
MAR�
APR�
MAY�
JUN�
JULY�
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OCT�
�
�
�
 Sales�
57%�
24%�
09%�
10%�
�
+26�
+46�
+49�
+43�
+31�
+52�
+33�
+40�
+48�
�
�
�
 Production�
24%�
35%�
13%�
28%�
�
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+40�
+37�
+24�
+11�
�
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�
 Employment�
28%�
59%�
13%�
00%�
�
+09�
+03�
+19�
+19�
+02�
+23�
+27�
+17�
+15�
�
�
�
 Purchases�
41%�
44%�
15%�
00%�
�
+22�
+32�
+35�
+31�
+38�
+37�
+31�
+40�
+26�
�
�
�
 Prices Paid 


 (Major Purchases)�
54%�
44%�
02%�
00%�
�
+49�
+59�
+65�
+65�
+51�
+52�
+53�
+51�
+52�
�
�
�
Lead Times (from      Sellers)�
44%�
54%�
02%�
00%�
�
+36�
+48�
+59�
+45�
+49�
+44�
+45�
+31�
+42�
�
 Purchased Inventory �
26%�
26%�
09%�
39%�
�
-15�
00�
+02�
+17�
+04�
+06�
+17�
+06�
+17�
�
Finished Goods  Inventory�
16%�
40%�
13%�
31%�
�
-05�
-05�
+04�
-02�
+07�
+06�
00�
-13�
+03�
�
(Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.)





NAPM - Houston�
11/03�
12/03�
01/04�
02/04�
03/04�
04/04�
05/04�
06/04�
07/04�
08/04�
09/04�
10/04�
�
Composite PMI�
53.7�
54.2�
58.3�
60.1�
63.1�
64.6�
62.9�
60.5�
64.4�
62.8�
62.7�
60.2�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


