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HOUSTON ECONOMY:


11 MONTHS OF GROWTH,  


BUT JOBS STILL BEING LOST


�
The Houston economy continued the growth in November that began with the advent of 2003, with the PMI being reported at 53.7 for the month. The PMI has been at 53 or higher for the past four months, indicating a solid upward trend. Forty-three percent of survey respondents reported increased Sales in their organizations, the highest number to so report in over 2-1/2 years. Only twenty-six percent reported a dwindling of Sales during November.  


 


Production rates also increased again during the past month, as they have for all but two months of the year.





But in spite of increases in Sales and Production, the Employment component of the PMI fell moderately in November, marking twenty-six consecutive months of job losses.  Early results from this month's NAPM survey showed signs of reversing the two-year slide but with all results tabulated the Employment index dropped to minus 03, showing that three per cent more firms pared their manpower than increased it in November. So the caution and apprehension about where this economy is going continue to hang around, resulting in continued reluctance to hire more help, even in the face of repeated monthly Sales gains.





On a national level the ISM manufacturing report for November revealed a reversal of its 37 months of employment reduction numbers. That data can only help shoehorn Houston's job numbers into a soon-to-be-obvious growth pattern. The potential for 2004 continues to look more positive, despite concerns on the international scene and as Enron, et al, continues to appear more distant in the rear view mirror.





Purchases fell slightly in November, according to Houston's supply chain executives, and Prices Paid rose slightly over the past month, although 81 per cent of survey contributors saw no change in the prices they paid for goods and services during the month.





Lead times continue to be mostly manageable even while some commodities require more planning in order to receive deliveries at the right time. 





Purchased Materials and Finished Goods Inventories were both reduced overall in November but at the slowest rates seen in the 5 1/2 years during which they have been steadily brought down. Re-building of inventories may be only a month or two away, as the need to meet new Sales demand increases. 








�
Items in short supply: Internal resources (manpower), Prevnar vaccine, older technology computer components, gauges, quick disconnects, special seals, transmitters, health care services, discrete electronic components, tapered roller bearings, operating room blades.  


Prices on the UP side: Polyethylene, LTL & TL freight, steel rod & bar, aluminum castings, homopolymer resin, molded rubber parts, electricals/electronics, hydraulic valves, copper rod, transportation, sterilization, vaccine, fuels & lubricants, 304 stainless steel.   


Prices on the DOWN side:  Nylon, polycarbonate, plastic molded parts, PCBA's, cartons, gasoline and related products, computers & components, structural grade used pipe & tubing.





COMMENTS FROM SURVEY PARTICIPANTS�



"Our third quarter results were outstanding.   Expanding our markets looks positive." 





“Ramping up to continue drilling one or two wells before year's end.   Forecast for 2004 is good & will exceed 2003's plan."





“Fuels and lubricants prices are up due to feedstock increases.”





“Major layoffs at our company - we just hope it is over." 





“Sales and proposals to our International markets are strong and business looks good for them next year.  The domestic market, however, is still weak. Customers are still reluctant to spend money on big projects." 





"Order entry improved - best month all year."





"Health care services are in short supply due to Department of Health Services (DHS) consolidation."





"It looks likely that we'll see raw material price increases 5-10% the second half of 04.  Good opportunity to time the market!"





"All Stainless Steel products are higher because of monthly increases in sur-charges."





“Working on better contracts to lower prices as much as possible." 





“Purchasing for fewer orders, staged delivery.”





"We are not taking price increases."








"Backlog is down, activity has slowed."





"System upgrades sales orders have increased. Very little increase for new Sales Orders for systems.  Enough inventory on hand for assembly."





"A few more lay-offs this month - but still a general optimism is evident that things will turn around soon."





"Our import brokerage has been up this month."





"Activity has picked up.  Plans are being formulated for next year's production.  This is based on order in hand."





"Prices for bags have risen due to resin costs but I got my supplier to hold pricing until the end of 1st Qtr."





"Our biggest challenge in '04 will be to hold the line on freight costs of all types, due to inflationary pressures of tight supply, fuel costs, and regulatory changes!"





"Production remains slow as unit orders are down. Quoting is not heavy.  Spare parts remain healthy.  Wait 'til next year."





"Activity continues to increase.   Several new employees have been hired to meet the demand."





"Still not a stable market.  Very slow getting new products out of R & D."





"Manufacturing lead times are increasing.  Year-end spending will be above average. Industrial and utility markets are very active."
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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�
12/02�
01/03�
02/03�
03/03�
04/03�
05/03�
06/03�
07/03�
08/03�
09/03�
10/03�
11/03�
�
Composite PMI�
47.9�
53.4�
51.0�
54.0�
55.0�
53.7�
54.1�
51.8�
53.3�
53.5�
55.7�
53.7�
�
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.											


