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HOUSTON ECONOMY REMAINS STRONG
Most Categories Remain the Same!
The Houston Purchasing Manager’s Index remained the same in June at 60.6 as last months Index.  This is a strong indication that production in the Houston economy will to continue to rise over the coming three to four month’s.
A reading above 50 is a sign of a positive outlook.   The PMI has a possible range of 0 to 100 and anything over 50 indicates production gains over the next one to two quarters.
The Houston PMI is based on diffusion indexes for eight indicators.  (A diffusion index is simply the percentage of respondents reporting increases from the previous month less the percentage reporting declines.)  
The June leading numbers showed an 11.0% decrease in Purchased Material Inventory and a 8% increase in Purchases over last month.  Prices Paid were 3.0% lower for the month to 63%.  Lead Times were down for 5% of our respondents over last month.
Sales remained exactly the same from last month  at 55% the same as in May.  While Production remained constant at 44% from 45% and Purchases were up by 8% to 53% from 45%..

Six of the eight categories remained with in 5% of the May responses.  Houston continues to buck the national economic downward trend, but we are still seeing a few of our companies starting to slow.
March is the 66th consecutive month that the Houston PMI has been above the neutral mark of 50 and there have only been 12 months since the end of 2004 to post a reading below 60. Over the 12 months ending in March, 08, the Houston PMI has averaged 57.3.  Still above the 57.1 average since it was introduced in January, 1995.    
Commodities in Short Supply:  
Hep A vaccine, Most sizes of tubing and casing, Not experiencing any problems at this time, Foreign electrical parts, Drilling Equipment Spares Parts, Everything is going up, Prices are going up but there are virtually no shortages, Everyone seems to be jumping on the price increase bandwagon, OCTG pipe supply is getting critical, China labor is still a challenge given the new labor laws and the earth quake, Qualified people and efficient management. 
Commodities UP in Price:
Fuel, Prices are up for new & used OCTG, tubing and casing due to increases in scrap prices and high demand, electronic commodities, Electric motors, carbon steel items, plastic valves, stainless tubing, monel parts, freight (a couple of our suppliers eliminated their in-house delivery service, Fuel surcharges are increasing, It seems like everything any more, but polyethylene resins & films and freight costs are effecting us the most right now, All oil related items: gasoline, electricity, Tires, fuel, food, Carbon Steel pipe continues to rise and will eventually slow demand, freight charges have become major issue also, Fuel, Electricity, All Plastic or Oil Base Items, Fuel Surcharges being added by many suppliers, now common place, Labor intensive products built in China, Feelind price pressure due to falling dollar world wide. I believe that everything has gone up and is continuing to rise each and every time we purchase.
Commodities DOWN in Price:  
Computers & components, PCs and office equipment, Not much from my experience, Electronics, security systems, None, Housing everywhere but inside the loop in Houston, HD DVD players. Nothing.
WHAT OUR RESPONDENTS ARE SAYING ...
Company has lost a few people due to the excellent market conditions in the industry.
Keeping Busy!
Strong Sales, - likely increasing prices for new materials-.
First quarter results were ahead of plan and second quarter appears to be on plan.  Customer inquiry volume is uneven as it relates to our product mix, however.
Due to the latest US Dollar declines, suppliers are quoting in foreign currencies, especially Euros.
Drilling projects have not been curtailed yet, but difficulty in obtaining pipe may change that in the next few months.
When will Houston take a dip like the rest of the nation?
Doc strikes impacting supply chain and forcing more air freight from Asia.  Also dock strikes in Brazil impacting sales.
I feel like we are in a very unusual time, not unlike the problems of the seventies when prices were way up and shortages were common.  Many shortages were because of hoarding.  Everyone was referring to the Midwest as the rust belt and Texas was booming because of the oil price surge.  To me, the big unknown factor today is that the dollar has lost so much value.  What will be the long term effect if that continues?
New orders should be coming but have slowed a little.
Beginning to see start of turnover in China suppliers.  This has always been the beginning of salary increases and job hopping for more money.
This is a very scary time, from the electrons all the way to the economy.  Really do not see things changing very much in the near future.
Record setting quarter shipments, revenue and profits.

PMI Index Summary Table          
                                  June, 2008                                                         Index 2007 - 2008 (9 months)

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

	 Sales
	55%
	29%
	13%
	3%
	
	38
	17
	15
	14
	24
	12
	27
	42
	42

	 Production
	44%
	38%
	5%
	13%
	
	38
	17
	3
	0
	3
	18
	3
	39
	28

	 Employment
	21%
	55%
	24%
	0%
	
	29
	14
	6
	6
	7
	-3
	11
	5
	-3

	 Purchases
	53%
	32%
	16%
	0%
	
	17
	28
	6
	0
	24
	29
	19
	32
	34

	 Prices Paid (Major Purchases)
	63%
	34%
	3%
	0%
	
	42
	14
	9
	31
	31
	29
	57
	66
	61

	Lead Times (from      Sellers)
	29%
	66%
	5%
	0%
	
	25
	34
	21
	6
	24
	18
	27
	29
	21

	 Purchased Inventory 
	21%
	37%
	18%
	24%
	
	8
	0
	6
	11
	17
	12
	-11
	24
	3

	Finished Goods  Inventory
	21%
	50%
	11%
	18%
	
	0
	14
	6
	6
	-3
	9
	5
	11
	8


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


	NAPM – Houston
	Jul07
	Aug07
	Sept07
	Oct07
	Nov07
	Dec07
	Jan08
	Feb08
	Mar08
	Apr08
	May08
	8-Jun

	Composite PMI
	60.8
	59.3
	58.6
	61.9
	56.0
	52.8
	52.4
	55.7
	54.2
	57.7
	60.6
	60.6


* All Numbers adjusted to due weighting correction in Feb, 08.
A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.
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