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ECONOMIC GROWTH CONTINUING
SALES AND PRODUCTION LEADING THE CLIMB
PURCHASES AND PRICES CONTRIBUTING
Houston’s economy showed continued robust growth for March with a Purchasing Managers Index (PMI) of 66.0.  March’s index is the second highest recorded since the PMI’s origin in January 1997.   In the past twelve months the PMI has only once dipped below the 60 mark, signifying Houston’s extremely strong economic condition.  
The Sales and Production components lead the way again by contributing high indexes in these areas to this month’s PMI.  Sixty-three percent of survey respondents reported increased sales while only eight percent experienced decreasing sales.  Higher production figures were reported by fifty-four percent of the contributors compared to only four percent reporting a decline.    
Employment growth slowed slightly in March with the index for this component at 29, down from the six month high of 33 in February.  Employment is still a strong factor in Houston’s economic health with ninety-six percent of the firms surveyed tallying either ”up” or “same” for their employee numbers.  Comments from the survey participants indicate that qualified people are in demand in the Houston area.


Prices Paid for Goods and Services and Purchases were also strong elements in March’s index.  Fifty percent of the Houston area Purchasing Professionals reported both increased purchasing activity and higher prices paid.
Contributors to the survey also point out that Lead Times for goods continue to increase. 

Purchased Goods Inventories took a leap this month to levels indicating that those companies surveyed are positioned for continued increased production.  Finished Goods Inventories decreased for the third consecutive month confirming that Sales continue to out-perform Production, however the majority of participating firms reported their FGI as level with last month.  
Indications are that Houston’s economic growth will continue for the next several months.  
Items in Short Supply:  Transmitters, (specialty) valves, brakes, sensors, actuators, seals, ductile iron castings, hydraulic cylinders, forgings, motors.
Prices on the UP Side:  Coatings, fuel, accumulators, hydraulic cylinders, valves, machine work, electronics, high yield fittings, diesel fuel, lead, steel, concrete/cement, tires, motors, (petroleum)-based items, fasteners, hydraulic hose, electric wire, copper rod, wire insulating polymers, packaging, fuel surcharges, gears. 

Prices on the DOWN Side:  Polyethylene resins, (polyethylene) resin items, homopolymer resins, copolymer resins, natural gas.
COMMENTS FROM SURVEY PARTICIPANTS

“January and February were record sales months in the history of the company!!”

“Generally working at capacity right now.  Sales are constrained by equipment and personnel.”

“One of our divisions is booked at capacity until 2009.  Hiring more folks.  Looks good just now.”

“Continue to get surprises on deliveries and lead-times from our most trusted suppliers who can’t keep up with the influx of business.  This is causing havoc with our production schedule as well.”

“Starting to lose employees to “better” opportunities which is hurting us.  Finding qualified people to work is almost impossible unless we “steal” them from someone else.”

“Hearing rumors that PVC may soften in the next 45 days.”

“Sales are improving but time is bottlenecking production.”

“Lengthening supplier lead time is causing production problems.  Customer orders have slowed somewhat, perhaps because of our lead time problems.”

“It is busy and wild.  Trying to (find) substitutes.

“We were able to pick up a significant savings with the option to change suppliers of natural gas.”

“Our backlog keeps growing.”

“We don’t want to hire, but want the work done.”
                                           March 2006                                                     Index 2005/2006 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	JULY
	AUG
	SEPT
	OCT
	NOV
	DEC 
	JAN
	FEB
	MAR

	 Sales
	63%
	29%
	08%
	00%
	
	+45
	+46
	+45
	+26
	+50
	+44
	+59
	+47
	+55

	 Production
	54%`
	21%
	04%
	21%
	
	+35
	+31
	+31
	+17
	+39
	+35
	+63
	+33
	+50

	 Employment
	33%
	63%
	04%
	00%
	
	+30
	+34
	+27
	+20
	+14
	+17
	+30
	+33
	+29

	 Purchases
	50%
	42%
	04%
	04%
	
	+48
	+38
	+35
	+23
	+39
	+35
	+53
	+33
	+46

	 Prices Paid 

 (Major Purchases)
	50%
	46%
	04%
	00%
	
	+27
	+22
	+42
	+62
	+55
	+41
	+40
	+40
	+46

	Lead Times (from      Sellers)
	46%
	50%
	04%
	00%
	
	+31
	+45
	+38
	+37
	+34
	+38
	+37
	+33
	+42

	 Purchased Inventory 
	42%
	20%
	17%
	21%
	
	+17
	+17
	+11
	+15
	+00
	+00
	+16
	+06
	+25

	Finished Goods  Inventory
	17%
	50%
	21%
	12%
	
	-10
	00
	+10
	+06
	+00
	-02
	-6


	-10
	-4


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

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

	Composite PMI
	60.8
	62.9
	61.0
	63.7
	62.9
	62.1
	59.2
	63.9
	62.5
	67.9
	64.4


	66.0


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


















