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ECONOMY REMAINING STABLE
Purchases remain very Strong!
Production weaker
Houston's economy continued growing about the same rate in June, but still positive with the PMI (Purchasing Managers Index) at 61.0 for the month.  This is exactly the same as at this time last year.  Purchases were up for 58% of the respondents for the month and   94% of the companies noted that Purchased was up or the same.  This is a little improvement from last month. 
Employment was up or the same in 91% of the manufacturing operations.  It seems unbalanced that the Production level of rise was at lower rate, while  Sales and Employment were increasing at a higher level’s.
Sales for the month grew at a slightly higher rate than in the prior month with eighty-five percent of the survey respondents reporting Sales increasing or the same with twelve percent reported a drop in Sales for the past thirty days.  That is relative constant with what  we have seen for a while.  

The Production component of the PMI indicated only thirty percent of our respondents with increases, while thirty-three percent stayed level.  This is a down turn  from previous months and may still be an early indicator of a reversal in a positive economy.

Employment in the Houston area remained strong with thirty-nine per cent of survey respondents increasing staff and only 9% of the participating firms reducing their employment manpower. Net job growth has now been seen up for eighteen months while fifty-two   percent of those reporting are maintaining a steady workforce. 

Overall Prices were the same for sixty-one percent of those reporting and increasing overall for about thirty-one percent of survey participants.  Several items are showing pressures on future price increases.  Many are due to underlying increases in fuel costs: coal and oil.
Lead Times remained the same with seventy-two percent of the submitted results and twenty-one percent of the participating purchasers experiencing longer delivery times from last month.  Only three percent reported reduced lead times.
Worldwide events and increasing demand for Oil are indeed increasing many firms ability to continue Sales and Production at the same pace experienced for the last twelve months.

Items in Short Supply:  Corrugate, Steel plate, Mill Space Pipe , Castings, Forgings, tube bundles, fabricated Items, Proquad Vaccine, Offshore installation vessels, Tugs and deck barges, None, Metal fab shop capacity, Commodity carbon steel pipe (some sizes) , copper tubing.

Prices on the UP Side: Valves, Any item with Lead (Industrial Batteries), Tires, All Paper. Poly products, None, Petroleum products, Vaccines, Prices stable month over month, None, Carbon steel, forged & weld fittings, seamless stainless steel pipe, Winches, Hydraulic Cylinders.

Prices on the DOWN Side:  Energy is coming down a little, but no effects have been noticed, gasoline, computer components, PC and office equipment, None, None, Carbon & Stainless, Flat Rolled Products. 

COMMENTS FROM SURVEY PARTICIPANTS
Most fabricated metal items have longer lead times and slightly higher pricing.

Inventory temporarily reduced to accommodate End of Quarter Inventory. Vendors still adjusting to change in ownership. Taking advantage of local discounts not previously available due to national account vendor awards.

We are doing everything to increase productions and are doing so. (New buildings, machines, personnel.)  Despite increases-incoming is twice what we produce.

We will be hiring 2,500 employees over the next two years due to our $1.5 billion expansion.  It is the largest expansion in the Health Care Industry.  We were also voted the third best company to work for in Houston.

The availability of rigs is helping with workovers on the wells.
Normal summer slow down.

The employment market remains challenging for employers, as quality candidates are heavily sought after by many growing company’s.  Candidates are often receiving multiple offers from different employer’s.

Despite negative comments coming from certain segments of the economy, the oil patch related businesses are still going strong with no real letup in sight for both our customers and suppliers.  Need to keep our pencils sharp,  however, as the competition  still seems hungry to take 
business away.

With Chinese anti-dumping suite on pipe imminent – weld pipe prices will increase in the 4th quarter of the year,  

Our biggest problem is finding people to man our shop and some technical help.

                                  JUNE, 2007                                                                      Index 2006 - 2007 (9 months)
 

	 
	UP
	SAME
	DOWN
	N/A
	
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	APR
	MAY
	JUNE

	 Sales
	48%
	36%
	12%
	3%
	
	29
	28
	18
	30
	42
	38
	45
	19
	36

	 Production
	30%
	33%
	12%
	24%
	
	38
	20
	25
	10
	29
	28
	38
	19
	18

	 Employment
	39%
	52%
	9%
	0%
	
	34
	10
	0
	15
	28
	28
	21
	28
	30

	 Purchases
	58%
	36%
	6%
	0%
	
	29
	30
	7
	50
	38
	48
	52
	31
	52

	 Prices Paid (Major Purchases)
	27%
	61%
	12%
	0%
	
	18
	18
	14
	20
	22
	38
	28
	25
	15

	Lead Times (from      Sellers)
	21%
	76%
	3%
	0%
	
	43
	38
	14
	25
	54
	24
	24
	22
	18

	 Purchased Inventory 
	24%
	36%
	15%
	24%
	
	8
	18
	18
	15
	33
	3
	7
	13
	9

	Finished Goods  Inventory
	21%
	36%
	21%
	21%
	
	-5
	-5
	-11
	15
	4
	-3
	3
	3
	0


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

	NAPM – Houston
	Jul06
	Aug06
	Sep06
	Oct06
	Nov06
	Dec06
	Jan07
	Feb07
	Mar07
	Apr07
	May07
	Jun07

	Composite PMI
	60.4
	61
	60.4
	62.2
	58.9
	55.4
	59.8
	58.9
	62.4
	63.4
	59.4
	61.0


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