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TWELVE MONTHS OF JOB GROWTH 

PRICES STILL HIGH 

PRODUCTION ACCELERATING

November marked the twelfth consecutive month of overall employment expansion in Houston as the PMI for the month was 60.8 and climbing.  Survey contributors also reported continued gains in Sales and Production in November for the twentieth straight month, fueling forecasts that now project significant economic growth for Houston through 2005.
Sales development in November, according to Houston area supply chain execs, was less than half the torrid growth rate reported for October, but continued the upside Sales pattern that began in January of 2003. Meanwhile, the Production component of the PMI nearly doubled in the last month, providing evidence that many firms are pushing hard to produce at levels that will match expanding Sales backlogs.  

The Employment index for the month was just about level with that of the last two months, a good indicator of employee need during the last few months of the year. It is likely that the Employment component will accelerate over the next quarter and should continue to reflect job gains for several months to come. The prospects for a strengthening employment climate in Houston throughout 2005 look very good at present.

Purchases grew again in November, according to survey respondents, as 42% reported expansion of material acquisition in their organizations. Only 16% saw a reduction in buying of goods and services in their firms in the last thirty days. 

Prices continued their overall upward trek in November as 63% of NAPM procurement pros reported paying higher prices that they paid a month earlier. Energy and metals lead the parade and softening of current prices is not yet visible, except in one or two isolated commodities.

Lead Times got longer again in November as sales order fulfillment continued to out-strip many firms’ ability to ship finished goods, which, in turn, caused overall Finished Goods Inventories to fall at the fastest rate since December 2003. Depleted inventories are not likely to be re-built until prices soften and sales demand becomes smoother.
Items in short supply: Steel, castings, forgings, hydraulic pumps, tapered roller bearings, flu vaccine, SS, transmitters, bearings, filters (SS), Titanium bar & fasteners, low temperature steel plate, high tensile steel, heat treatable aluminum plate, TiO2, PVC resin, 2005 & T410 SS, trucks & drivers (lease). 

Prices on the UP side: Petroleum based items, cardboard boxes, natural gas, plastic components, paper products, stationery, chemicals, mold release, steel, valves, forgings, pipe, pipe fittings, transportation, lumber, titanium parts, copper, steel fabrications, motors, castings, specialty forgings, lube oil, alum, SS, casing (7-5/8 & 9- 5/8), rigs, plastic shrink wrap, TiO2, PVC resin, plastic resin, chemicals, compressors, steel drums, liner board, freight, employee benefits, insurance, T316 SS, fuel, diesel, PVC, CPVC, linehaul rates.           

Prices on the DOWN side:  Computers and components, services, IT equipment, galvanized steel. 

COMMENTS FROM SURVEY PARTICIPANTS

“The usual seasonal downturn has not been seen to far."    

"We are entering the slow period of the year.  Great time to do training, planning and thank customers for a great year."

"Business still strong right now. Not sure what to expect during the traditional holiday slowdown."

"T316 stainless steel is scheduled to escalate by 10% in December due to surcharge." 

"Time to get work done properly and skilled buyers are in short supply."

"Still not able to hire – having difficulty getting senior management to recognize the need."

"Although many pundits and organizations are mixed in their projections of ’05 steel pricing, we have seen some signs of softening in late ’04 and early ’05. Foreign suppliers are putting product back on the market, and inventories are up."  

"Sales are still up but production, raw materials inventory and finished goods inventory down to meet year end inventory targets."

"Too busy for words!"

"Drilling contractors are increasing prices due to availability."  

"Production has dropped due to some temporary operation issues. The balance of 2004 may be good, but not the upswing we had projected." 

"Seeing increased cordage costs and limited availability." 

"New round of price increases for carbon steel announced for December and 1QTR05 – where does it end?"

"Again, stainless steel will see a big surcharge jump Dec. 1st.”
"Recent price increases in all metals playing havoc with our margins since we have a solid backlog in orders and a lot of quotations out that could turn into orders. Suppliers that furnish metal-containing parts can justify their increases. Economics 101 in action."

"Great 3rd quarter, very busy, lots of quotes, great spares business, unit orders on the rise. Employment holding steady – no new personnel."

"Demand is strong for increased production."

"Census is at an all time HIGH!"

“A blanket order was cancelled because supplier demanded 68% price increase after two shipments."

"Steel costs have stabilized."

"We are reviewing medical insurance which will have major impact on ’05 costs."

"Working on move to lead-free solder by mid 2006 is a huge job."

"Oil prices are causing our customers’ customers to reduce spending."

                                                    NOVEMBER                                                  Index 2004 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	MAR
	APR
	MAY
	JUN
	JULY
	AUG
	SEP
	OCT
	NOV
	
	

	 Sales
	37%
	37%
	16%
	10%
	
	+46
	+49
	+43
	+31
	+52
	+33
	+40
	+48
	+21
	
	

	 Production
	26%
	37%
	07%
	30%
	
	+34
	+33
	+29
	+33
	+40
	+37
	+24
	+11
	+19
	
	

	 Employment
	21%
	70%
	09%
	00%
	
	+03
	+19
	+19
	+02
	+23
	+27
	+17
	+15
	+12
	
	

	 Purchases
	42%
	42%
	16%
	00%
	
	+32
	+35
	+31
	+38
	+37
	+31
	+40
	+26
	+26
	
	

	 Prices Paid 

 (Major Purchases)
	63%
	37%
	00%
	00%
	
	+59
	+65
	+65
	+51
	+52
	+53
	+51
	+52
	+63
	
	

	Lead Times (from      Sellers)
	40%
	60%
	00%
	00%
	
	+48
	+59
	+45
	+49
	+44
	+45
	+31
	+42
	+40

	 Purchased Inventory 
	14%
	30%
	12%
	44%
	
	00
	+02
	+17
	+04
	+06
	+17
	+06
	+17
	+02

	Finished Goods  Inventory
	09%
	38%
	23%
	30%
	
	-05
	+04
	-02
	+07
	+06
	00
	-13
	+03
	-14


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

	NAPM - Houston
	12/03
	01/04
	02/04
	03/04
	04/04
	05/04
	06/04
	07/04
	08/04
	09/04
	10/04
	11/04

	Composite PMI
	54.2
	58.3
	60.1
	63.1
	64.6
	62.9
	60.5
	64.4
	62.8
	62.7
	60.2
	60.8


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












