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JOB GAINS CONTINUE STRONG

PMI REFLECTS ECONOMY STILL GROWING
PRODUCTION TAKES A JUMP OVER AUGUST 
The Houston economy completed another month of growth in September with a PMI of 60.4 for the month.  Although this index ties the lowest score recorded in 2006, it is the eleventh consecutive month the PMI is over 60, which indicates fervent economic health.  
Employment, one of the three top-rated components of the PMI, showed a double-digit positive index in September with thirty-five percent of responding participants reporting net gains in jobs while only three percent reported net losses in manpower.  
Sales were down compared to the previous month for twenty-one percent of the businesses reporting, but still up for thirty-eight percent of the respondents.  Sales indices have dropped from the over 50 figures seen earlier in the year, but continue to be solid.  The Production component of the PMI took a jump over August and showed the strongest index since March of this year, coming in at 45.  

Purchases of Goods and Services are steady with fifty-two percent of Houston’s purchasing professionals reporting buys for their firms equal to those the previous month, and thirty-five percent stating increases.  Similarly, Prices Paid for Major Purchases held the “same” for forty-eight percent of the participating respondents, while thirty-one percent reported this component as “up” over August.

Lead times continued on the same trend upward, as this component has averaged an index of just shy of 39 since January 2004.  Zero percent of those surveyed for this reporting period said lead times were shorter. 
The Purchased Materials Inventories index was only slightly higher, up for the second month, according to contributing supply chain execs.  Finished Goods Inventories also showed to be up by those surveys.  

Items in Short Supply:  Titanium, 316 stainless steel seamless (tubular goods), 6.625” – 12” OD seamless A105 (tubular goods), 36” – 48” OD welded-seam line pipe, processors and memory, RoHs compliant (lead free) parts, replacement electronic components, flu vaccine, drilling consultants, marine equipment, tugs, barge rigs, land rigs, valves, high yield fittings, castings and forgings, metals, plastics, fabrication shop availability, qualified labor (domestic and Asian).
Prices on the UP Side:  Nickel products, copper wire, fabrication/machine parts, machine shop time, shipping foam and boxes, electrical steel, resins, surcharges on container freight, LTL freight and rail costs, metals, petroleum-based products, lubricants, stainless steel, polyethylene products, OCTG tubing and casing, marine equipment and rig rates, Prevnar (specialty vaccine). 
Prices on the DOWN Side: Some steel plate and welded pipe, gasoline, diesel fuel, electrical components, metal stampings, cold-rolled steel and steel products, personal computers, office equipment, some electronics.
COMMENTS FROM SURVEY PARTICIPANTS

“Very good business environment.”
“One of our suppliers recently moved their production plant.  This move, along with their problem of locating some necessary components, is (increasing) their usual lead time.”
“Lead times (are) extended on processors and memory.”

 “Unusually slow for the past several months.”

“Another good month of steady sales.  We expect to meet or exceed our 2005 sales and EBIT budgets.”
“Can’t seem to go fast enough or process enough to catch up.  We just keep trying to do better.”
“Availability of marine equipment continues to be tight, especially tugs and barges.  Operators are holding on to marine equipment packages to avoid supply issues.  Barge rigs and land rigs continue to be locked up for months.  Foreign-made rigs continue to be marketed and shipped to the US.”
“The demand for production remains at a high level.  This appears to be another record year.”
 
“Business continues to be good.”

“Stainless prices will rise again in October, but should drop in November.”

“Outlook still very good.  We had record month in sales last month.”

“Significant Capex for 2007.  Sales continue to show strength, continue to deal with industry-wide capacity constraints in virtually every area.”

 “Fourth quarter outlook is positive for exploration and production despite recent drop in oil and gas prices.”

Employment openings for senior, experienced technical positions is at an all-time high.”
“Steel products continue to rise and be delivery problems.”
“Beginning to hear rumblings from the west coast of increasing rail prices, and therefore, container rates.  We are not yet sure if this is an attempt to recoup revenue by the ocean carriers, or justified.”
“Activity in the oil field continues strong!”

                                          August 2006                                                          Index 2005/2006 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	JAN
	FEB
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP

	 Sales
	38%
	41%
	21%
	00%
	
	+59
	+47
	+55
	+60
	+55
	+37
	+20
	+35
	+17

	 Production
	45%
	24%
	03%
	28%
	
	+63
	+33
	+50
	+40
	+29
	+22
	+27
	+07
	+42

	 Employment
	35%
	62%
	03%
	00%
	
	+30
	+33
	+29
	+40
	+29
	+18
	+27
	+35
	+32

	 Purchases
	35%
	52%
	10%
	03%
	
	+53
	+33
	+46
	+28
	+29
	+33
	+40
	+32
	+25

	 Prices Paid 

 (Major Purchases)
	31%
	48%
	07%
	14%
	
	+40
	+40
	+46
	+28
	+48
	+52
	+33
	+43
	+24

	Lead Times (from      Sellers)
	45%
	52%
	00%
	03%
	
	+37
	+33
	+42
	+56
	+52
	+59
	+40
	+32
	+45

	 Purchased Inventory 
	21%
	24%
	14%
	41%
	
	+16
	+06
	+25
	12
	+30
	+25
	+23
	+04
	+7

	Finished Goods  Inventory
	24%
	38%
	14%
	24%
	
	-6


	-10
	-4
	20
	+18
	+03
	-06
	-04
	+10


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

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

	Composite PMI
	59.2
	63.9
	62.5
	67.9
	64.4


	66.0
	64.2
	62.0
	61.1
	60.4
	61.0
	60.4


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


















