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JUNE MARKS 3½ YEARS OF ECONOMIC GROWTH

SALES NUMBERS STILL STRONG
LEAD TIMES AND PRICES CONTINUE UPWARD TREND 
June marks the forty-second consecutive month of economic growth for Houston, recording a PMI of 61.1, down less than one point from May’s 62.0.  A PMI of over 60 indicates extremely strong economic conditions.  
June duplicated the same trends reported in May for the categories comprising the Houston PMI.  The top three components, Sales, Production, and Employment, were tallied with index points down considerably from two months ago.  This trend is deceiving in that earlier indexes were at record highs from extreme upward movement.  Figures reported on these components for June still point to a healthy Houston economy. 

Lead times extended again this month as indicated by 59% of the purchasing professionals.  Prices Paid for Goods and Services were also reported as “Up”.  These two components figured heavily in this month’s PMI as in May.  For the second month zero percent of those surveyed reported either component as “Down”.  

The Purchased Materials Inventory component had a strong showing this month with an index of 25.  The high inventory figure seems to show that purchasing groups have adjusted to longer supplier lead times in order to keep inventories in line with production requirements.  The low Finished Goods Inventory index supports this. 
Items in Short Supply:  Memory dimms, aluminum conductor, all steel and steel-based products, copper wire, all engineered equipment, electric motors, petroleum-based components, castings, forgings, Prevnar vaccines, Vacta, ice makers, fabrication shop capacity. 
Prices on the UP Side:  Welded line pipe, plasticizers, boxes, hard drives, tires, all resin-based materials (plastics), lubricants, fork lift batteries, motors, switches, petroleum-based items, aluminum, steel, tubing, specialty metal products, gasoline, bronze bar and castings, stainless steel products, copper and copper products, fabrication costs, welded pipe.
Prices on the DOWN Side:  Homopolymer resin, computers and components.
COMMENTS FROM SURVEY PARTICIPANTS

“(Prices for) petroleum products remain higher than one year ago.”
“Holding off on new hires pending results of (bids).”

“Delivery and percentage charges relating to high energy costs are greatly affecting overall pricing.  I have had several suppliers notify me that they are either increasing overall prices due to energy costs or they are adding fuel surcharges to invoices.”

“It has been a slow year.”

“Looks like we could be in for another round of steel price increases.”

“It is a constant strategy to maintain low cost pricing.  Creative supply chain strategy is a must!  (Moving to offshore suppliers) is inevitable.”

“Quick deliveries are in the past!  Backlog on electrical wire is growing and deliveries are increasing.”

“We are at maximum production.  Have been adding personnel in the production lines and shipping.  The finished goods inventory is declining, as it does every year at this time, due to the seasonality of the business, but is stronger than past years.”

“Steel mill capacity is adequate.  We have not seen shortages in raw materials resulting in any allocaqtion issues.  This is good.”


“One of our critical vendors is in the process of moving their production plant.  With the move and trouble finding components, lead times have increased greatly.”

“This is our busiest time of year.  Typically sell more than we can produce, but this year is particularly strong.  We are producing at maximum capacity.  Developing plans ton improve equipment efficiency and through put.”
“General industry continues to trend up with longer deliveries.  Both domestic and international equipment and supplies are experiencing high demand.”
“Between lead times expanding and (being told) we can’t hire as sales increases may not hold up, the workload is killing us.”
“Backlog continues to increase.  Business is very good.  Hard to find people to fill positions.”

“Business is still good with a large backlog.”

“Suppliers are aggressively raising prices.”  


“Gearing up for a 2,000,000 sq ft expansion.”
“Incoming orders continue to be very strong.  Production records continue to be broken each month.  The remainder of the year looks good.”

                                          June 2006                                                          Index 2005/2006 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	OCT
	NOV
	DEC 
	JAN
	FEB
	MAR
	APR
	MAY
	JUN

	 Sales
	48%
	30%
	11%
	11%
	
	+26
	+50
	+44
	+59
	+47
	+55
	+60
	+55
	+37

	 Production
	26%`
	48%
	04%
	22%
	
	+17
	+39
	+35
	+63
	+33
	+50
	+40
	+29
	+22

	 Employment
	33%
	52%
	15%
	00%
	
	+20
	+14
	+17
	+30
	+33
	+29
	+40
	+29
	+18

	 Purchases
	44%
	44%
	11%
	00%
	
	+23
	+39
	+35
	+53
	+33
	+46
	+28
	+29
	+33

	 Prices Paid 

 (Major Purchases)
	52%
	37%
	00%
	11%
	
	+62
	+55
	+41
	+40
	+40
	+46
	+28
	+48
	+52

	Lead Times (from      Sellers)
	59%
	41%
	00%
	00%
	
	+37
	+34
	+38
	+37
	+33
	+42
	+56
	+52
	+59

	 Purchased Inventory 
	33%
	22%
	08%
	37%
	
	+15
	+00
	+00
	+16
	+06
	+25
	12
	+30
	+25

	Finished Goods  Inventory
	18%
	52%
	15%
	15%
	
	+06
	+00
	-02
	-6


	-10
	-4
	20
	+18
	+03


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

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

	Composite PMI
	63.7
	62.9
	62.1
	59.2
	63.9
	62.5
	67.9
	64.4


	66.0
	64.2
	62.0
	61.1


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


















