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HOUSTON ECONOMY GROWTH RATE SLOWS

Increases Sales and Prices Paid Still Strong!
The Houston Purchasing Manager’s Index fell in July to 57.3 from June’s 60.5.  It appears that this is actually a leveling at the higher level rather than an actual reduction in activity.  This indicates that production in the Houston economy is likely to continue to remain stable 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 July leading numbers showed 46% of our respondent’s had increased Sales and Prices Paid were up for 51%.  Lead times were up for 41%, while Purchases continued up with 27% of our respondent’s over last month.
Production increases fell from 44% to 19% a negative 24.7% change from last month.  Purchases increases fell from 53% to 27% backing a leveling of these both of these activities.
Six of the eight categories had the highest percentage showing activity the Same as the July.  Houston continues to buck the national economic downward trend, but we are starting to see a leveling of our Regional Business activity.
March is the 67th 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 57.25.  Still above the 57.1 average since it was introduced in January, 1995.    
Commodities in Short Supply:  
Hep A vaccine, Workover rigs.  All sizes of tubing and casing, None, Small bore 2” –  8” SMLS carbon pipe.  16 – 24 Hvy. wall SMLS carbon steel pipe, Metals, piping, major copper jobs,  Specialty Castings Continue to be a quality and lead time problem, Instrumentation Parts, No supply problems, All is good…, OTR Tires, Large valves continue to have long lead times.  Large bore, thick wall pipe is often being quoted out a year or more, Proppants for stimulation services (Oil and Gas).
Commodities UP in Price:
gasoline, OCTG, line pipe & tubing and casing.   Scrap iron, diesel and other fuels, Electricity, Paper, Paperboard and linerboard increasing and pending, All SS, Chrome, & CS.  25% increase in CS Pipe & Fittings &Flanges in last 2 months, Polymer compounds for insulating and jacketing, Pumps, Carbon Steel Fabrications & Machined Parts, Fuel, Energy, Masking Tape, Several items.  Steel tubing amoung the biggest increases, Pipe, steel, HP toner cartridges, coffee, Compressor prices reflect longer lead time and busy shops;   steel continues to rise affecting PVF prices.  Most fabricators of steel items are still quoting PIE for CS.   Small bore PFV are still available off the shelf, Petroleum based packaging (surprised?), OCTG and Line pipe.  Drilling rigs are slowly rising as well, Metal still on the rise.

Commodities DOWN in Price:  
Computers & Components, PCs and office equipment, Electronics, Copper, 316SS parts haven’t come down, but prices seemed to have stabilized, DIMM prices fluctuating.
WHAT OUR RESPONDENTS ARE SAYING ...
Some fuel companies are going to a “net 15 day” payment terms basis due to heavy demand..
Sales & Production up & climbing.  Profits good on stock items.  Major Gulf Coast Projects kicking off.
Suppliers afraid of the falling US Dollars are quoting in Euros.
Some showed slowing, more vocation related verses economic at this point in Houston.  Fall will tell!
The Industrial Domestic and International remains strong.
The rest of the country seems to be floundering but the 
Houston economy remains strong.
Keeping a pace!
Customer inquiry activity remains steady, but new orders for the month are down.  Third quarter business level not on target at this point in time.  Is the oil patch business slowing down or just in a momentary lull?  Don’t know.
Maximum production for the seventh month this year.
All welded steel items from China need to have visual inspection regardless of the paperwork.  Problems are being found in some items from Zibo Wel fit.  Suggest you do not go over one source removed from the manufacturer to help eliminate such problems..
Another excellent quarter shipments.  Exceeded forecast for the third quarter running.
PMI Index Summary Table          
                                  July, 2008                                                         Index 2007 - 2008 (9 months)

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

	 Sales
	46%
	41%
	11%
	3%
	
	17
	15
	14
	24
	12
	27
	42
	42
	35

	 Production
	19%
	54%
	14%
	14%
	
	17
	3
	0
	3
	18
	3
	39
	28
	5

	 Employment
	14%
	70%
	16%
	0%
	
	14
	6
	6
	7
	-3
	11
	5
	-3
	-3

	 Purchases
	27%
	46%
	27%
	0%
	
	28
	6
	0
	24
	29
	19
	32
	34
	0

	 Prices Paid (Major Purchases)
	51%
	43%
	5%
	0%
	
	14
	9
	31
	31
	29
	57
	66
	61
	46

	Lead Times (from      Sellers)
	41%
	57%
	3%
	0%
	
	34
	21
	6
	24
	18
	27
	29
	21
	38

	 Purchased Inventory 
	14%
	46%
	14%
	27%
	
	0
	6
	11
	17
	12
	-11
	24
	3
	0

	Finished Goods  Inventory
	16%
	38%
	24%
	22%
	
	14
	6
	6
	-3
	9
	5
	11
	8
	-8


Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.
	NAPM – Houston
	Aug07
	Sept07
	Oct07
	Nov07
	Dec07
	Jan08
	Feb08
	Mar08
	Apr08
	May08
	Jun08
	Jul08

	Composite PMI
	59.3
	58.6
	61.9
	56.0
	52.8
	52.4
	55.7
	54.2
	57.7
	60.6
	60.6
	57.3


* 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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