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ECONOMY CONTINUES STEADY GROWTH 

Sales, Purchases and Production on the Rise.
Houston's economy continued growing in April for the twenty-ninth consecutive month as the PMI (Purchasing Managers Index) was 63.4 for the month, nearly as high as this same time last year.  Both Sales and Purchases were up for 55% of the respondents for this reporting month.  76% of the companies noted that Production was up or the same.  Production was up or the same in 95% of the manufacturing operations.  Goods and Services grew significantly in the past month, adding to the overall growth rate.  Inventory levels were the same or lower for almost 70% of the manufacturing groups. The overall PMI increase would appear to reflect heightened confidence in near term Sales growth.

Sales for the month grew at a greater rate than in the prior month with eighty-six percent of the survey respondents reporting Sales increasing or the same, and again only ten percent reported a drop in Sales for the past thirty days.  

The Production component of the PMI stayed strong with 95 percent increasing or the same in April with thirty-four percent of Houston's supply chain 

executives reporting Production increases while only three percent saw overall Production declines.
Employment in the Houston area remained strong with twenty-four per cent of survey respondents increasing staff and only 3% of the participating firms reducing their employment manpower. Net job growth has now been seen up for seventeen months while seventy-two percent of those reporting are maintaining a steady workforce. 

Overall Prices were the same for almost half or those  reporting and increasing overall for about thirty-eight percent of survey participants, The rising cost of energy is going to continue to make further price softening very difficult, but economy of scale are being achieved and will likely produce more positive results as cost-cutting or cost-leveling efforts continue.

Lead Times remained about the same with sixty-two percent of the submitted results, with one-third of the participating purchasers experiencing longer delivery times from last month.  Only seven percent reported reduced lead times.
Items in Short Supply:  Forgings (Large O.D.),  Carbon Pipe 2” – 10”  30” – 36,  Still a major Nickel shortage,  Office Space,  Tugs, crewboats, barges and other marine equipment,  Dayrates for Rigs and Vessels,  Qualified labor that is bilingual,  DINP is tight,  copolymer resin still,  Prevnar Vaccine, Experienced Contract Specialists,  Time, good people, motors, extruded tubing,  I have not experienced any problems,  Copper,  Prices on the UP side:  One vendor reported 304SS sheet prices going up $0.25/lb and 316SS going up $0.35 to $0.50/lb. effective 5/01/07,  Steel plate, Mill Space Pipe , Castings, Forgings.

.

Prices on the UP Side:  Stainless Bar & Tube,  Duplex has tripled in price.,  Stainless surcharges are increasing $0.10 to $0.20 cents per pound every month.,   Marine equipment,  Anything with lead,   Labor,  Plasticizer & PVC Resins,  Polyethylene Resin,  Gasoline,  All items with Lead (Batteries) or Copper (Electrical),  Tubing , motors, pumps, electronic Semi’s,  wire, cable, connectors, boxes/packaging,  Saw a little spike in labor rates,  Copper. Minimal price increases in component prices from China due to their RoHS rules.
.
Prices on the DOWN Side:  Thin walled CS A-36 plate (Some sixes only),  PC and office equipment, None,  Computers and components,  Computers,  nothing,  None, most with out an increase,  DRAP Chips $ down.
COMMENTS FROM SURVEY PARTICIPANTS
Major plant expansions coming in SE TX area soon!  

E/C companies all have major new projects on the books.

Business very strong for 18 consecutive months.

All types of rigs are becoming available now, land, inland barge & offshore.    Service companies are calling looking for work for the first time in several months.
We have been in an expansion mode for two years.  We will probably continue until the last of this year. 

Houston is “hot” – there was a lot of “energy” at the  OTC show...no pun intended. 
Our business really began to take off this month – about a month later than we usually see this happen every year.
Employment is up!  Due to our expansion FTE’s will increase from 6,300 to 9,000.

Forecast isn’t accurate enough, to many low volume items eating up valuable time
Sales up… very busy.

Business continues to be strong w/ 100% utilization of equipment.
Looking to outsource work to keep up with production demands due to lack of available shop hours.  Bringing in contract workers, but hard to find qualified people
New Oil & Gas projects are increasing backlogs and maximizing manufacturing capacities 
Sales exceeding forecast.  Supplier slow to recover due to shorten lead notification.
                                  May, 2007                                                                      Index 2006 - 2007 (9 months)
 

	 
	UP
	SAME
	DOWN
	N/A
	
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	APR

	 Sales
	55%
	31%
	10%
	3%
	
	35
	17
	29
	28
	18
	30
	42
	38
	45

	 Production
	41%
	34%
	3%
	21%
	
	7
	42
	38
	20
	25
	10
	29
	28
	38

	 Employment
	24%
	72%
	3%
	0%
	
	35
	32
	34
	10
	0
	15
	28
	28
	21

	 Purchases
	55%
	41%
	3%
	0%
	
	32
	25
	29
	30
	7
	50
	38
	48
	52

	 Prices Paid (Major Purchases)
	38%
	48%
	10%
	3%
	
	43
	24
	18
	18
	14
	20
	22
	38
	38

	Lead Times (from      Sellers)
	31%
	62%
	7%
	0%
	
	32
	45
	43
	38
	14
	25
	54
	24
	24

	 Purchased Inventory 
	17%
	48%
	10%
	24%
	
	4
	7
	8
	18
	18
	15
	33
	3
	7

	Finished Goods  Inventory
	24%
	34%
	21%
	21%
	
	-4
	10
	-5
	-5
	-11
	15
	4
	-3
	3


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

	NAPM – Houston
	Apr06
	May06
	Jun06
	Jul06
	Aug06
	Sep06
	Oct06
	Nov06
	Dec06
	Jan07
	Feb07
	Mar07
	Apr07

	Composite PMI
	64.2
	62
	61.1
	60.4
	61
	60.4
	62.2
	58.9
	55.4
	59.8
	58.9
	62.4
	63.4


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

