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ECONOMY GROWTH ACCELERATES

SALES, PRODUCTION JUMP
JOBS GROW, BUT SLOWER 

The Houston economy saw a serious growth spurt in November, as the PMI jumped from 59.2 in October to 63.9 for the month just ended.  This places November as one of only half a dozen months in the past ten years that have neared or exceeded a PMI of 64.  The Houston PMI has now been on the far side of 60, indicating very healthy growth, for twenty of the past twenty-three months. 

Sales and Production components of the PMI both saw significant growth in November, with both nearly doubling their index from the prior month. Only eight per cent of survey contributors reported lesser Sales in November against October, down substantially from the twenty-four percent who so reported in October.  The Sales index of 50 for the month ranks as one of very few times that this index has been at or above its present high water mark. 

The Employment index slipped from its higher readings throughout the year, with twenty-eight per cent of survey participants reporting net increases in jobs for the month, while 58% reported no change in their employee levels. November was the twenty-fourth consecutive month in which employment grew in the Houston area. 

Purchases were increased in November by well over half of the firms represented while only seventeen per cent of those surveyed reported a reduction in purchases for the month. Purchases of goods and services have steadily increased for more than two years, according to Houston supply chain execs.  

Prices Paid softened slightly from its October high but still recorded the second highest reading of the year for this category. Two thirds of survey respondents reported paying higher overall prices in November than they paid in the prior month; eleven percent reported lower overall prices being paid during the month.

The Lead Times component of the PMI remained close to where it has been for the past six months, with nearly 40% reporting longer shipping times, while over half saw no change in shipping lead for the month.

Inventories were flat for the month: no net increase or decrease. 

It appears that Houston’s economic growth will continue well into 2006, with Sales and Production numbers continuing to lead the way. 

Items in short supply:  Freight, petroleum resin based products, carbon fiber, flu vaccine, bearings, SS fasteners, 2 watt motors, refrigeration components, titanium parts, TiO2, suspension resins, nickel coated copper, lease trucks, CS sheet products.   
Prices on the UP side: Surcharges on petroleum based items & freight, plastic resin, packaging, bronze gears, vaccine, neoprene, transportation, paper roll towels, toilet tissue, energy, stretch wrap, suspension resins, packaging, pigments, PVC resin, LTL rates, TL rates, galvanized steel, steel rod/bar, copper, aluminum, electrical insulating polymers, electricity, PVC, CPVC, fittings, wages, services, aluminum ingot. 

Prices on the DOWN side:  Gasoline, electronic components, calcium carbonate fillers, corrugated, pre-paint steel, fuel, stainless surcharge, nickel.

COMMENTS FROM SURVEY PARTICIPANTS

"Some carbon steel sheet products are tight due to mills moving out lead times.  Expecting domestic mills to firm pricing into 1st quarter."

"Some of the pricing issues are not being reflected in the market place.   This may be due to inventory adjustments or the slowing of sales towards year end.”

"Recent submission by U.S. steel rod and bar producers of “dumping” complaint against Turkey and others is already affecting prices.   Whether or not this is invoked, foreign producers will pull back shipments, keeping U.S. prices high."

"Found new source for calcium carbonate which lead to (price) reductions from all three current suppliers when volumes were reduced.”

"Business is booming."

"Careful to negotiate too much of a good deal – you may have trouble getting the services – higher margins from others stifles those with good discounts."

“Truck drivers are in short supply.”

“Some polyethylene resins are still on allocation.   Prices continue to increase, but the frequency and amount of increases seems to be slowing down a little."

"Sales continue to be strong.   Customer expectations are out of step with reality.  They are ordering custom designed products and demanding off-the-shelf deliveries.  Haven’t seen any softening in prices. Still going up in some areas."

“Nothing is firm in pricing – raw materials fluctuate a lot depending on where they are coming from.”

"Fuel charges on less than truckload orders. Factory has cut the quantity of cases by 25-30% and continues to charge the same price.  (So they won’t have to raise prices.)

“Bearings are a real inventory problem and some stainless steel fasteners." 

“Definitely a “seller’s” market, but stay around and that will change.”

“Prices aren’t softening but tension in oil and gas derived products seems to be relaxing.”

“Bronze gears are up 18%.” 

"Our backlog continues to grow.  Overall business outlook is very positive.  Record sales month for October."  

"Gulf of Mexico rebuild is pushing all time high production."

“Petroleum based items are not increasing cost but adding a surcharge to cover raw material cost increases and freight increases due to petroleum cost or demand going up.”

"Placing increase as a surcharge at time of shipment is making it difficult to determine true cost for pricing our products shipped."

“Prices continue to rise, need relief but none is in sight.  We did get plenty of flu vaccine."
                                           NOVEMBER                                                     Index 2005 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	MAR
	APR
	MAY
	JUNE
	JULY
	AUG
	SEPT
	OCT
	NOV
	
	

	 Sales
	58%
	26%
	08%
	08%
	
	+24
	+42
	+51
	
+34
	+45
	+46
	+45
	+26
	+50
	
	

	 Production
	47%
	23%
	08%
	22%
	
	+11
	+34
	+47
	+31
	+35
	+31
	+31
	+17
	+39
	
	

	 Employment
	28%
	58%
	14%
	00%
	
	+18
	+31
	+28
	+18
	+30
	+34
	+27
	+20
	+14
	
	

	 Purchases
	56%
	27%
	17%
	00%
	
	+39
	+36
	+23
	+46
	+48
	+38
	+35
	+23
	+39
	
	

	 Prices Paid 

 (Major Purchases)
	66%
	23%
	11%
	00%
	
	+49
	+34
	+25
	+25
	+27
	+22
	+42
	+62
	+55
	
	

	Lead Times (from      Sellers)
	39%
	56%
	05%
	00%
	
	+39
	+36
	+20
	+34
	+31
	+45
	+38
	+37
	+34

	 Purchased Inventory 
	14%
	36%
	14%
	36%
	
	+21
	+26
	+05
	+12
	+17
	+17
	+11
	+15
	+00

	Finished Goods  Inventory
	25%
	36%
	25%
	14%
	
	+08
	+17
	+03
	-03
	-10
	00
	+10
	+06
	+00


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

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

	Composite PMI
	60.5
	61.7
	59.0
	58.2
	60.8
	62.9
	61.0
	63.7
	62.9
	62.1
	59.2
	63.9


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












