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HOUSTON ECONOMY GROWTH SLOWS MORE
Prices Paid and Sales Lead
The Houston Purchasing Manager’s Index fell in September to 51.5 from August 55.7 indicating that production in the Houston economy will be  growing at a slower pace 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.)  
Increased Prices Paid (Major Purchases) was the primary contributor to the PMI’s lower September performance:  only 37% of our respondent’s reported increasing Prices Paid, while 11% reported declines.  Lead Times were up for 37%, the same for 58% and only down for 5%.  

Employment remained stable for the month with 74% indicating a no change and only 13% had increased manpower.  
Sale’s responses were basically the same as last months.  September respondent’s reported Production declined by 10% from the level of activity of the previous month.
September is the 69th consecutive month that the Houston PMI has been above the neutral mark of 50 and there have only been 14 months since the end of 2004 have posted readings below 60. 

Over the 12 months ending September, 2008 the Houston PMI has averaged 56.4, dropping below the 57.1 average since it was introduced in January 1995. The latest PMI data show that Houston continues to buck the downward national economic trend, but slowing.    
Commodities in Short Supply:  
Hep A Vaccine, Oil production still lagging from damages of Gustav; some fields in S. Louisiana sustained significant damage, Water, some furniture, Perforated drillpipe.  Tubing and casing, shortages in all common grades and sizes, Large OD line Pipe and valves still have long lead times;  Current lead times in Fabrication shops are still relatively heavy. 
Commodities UP in Price:
Fuel, generators, HP Toner, paper products, Both paperboard and corrugated (liner board) increases have gone through, Peristaltic pumps; electrical parts,  OCTG, line pipe & tubing and casing.   Scrap iron, diesel and other fuels, Equipment / commodities made of steel are still high, Asian labor prices and cost of doing business is increasing.  Programs are starting to move from Asia back to the USA and Mexico, Seeing price increases from China due to dollar devaluation.
Commodities DOWN in Price:  
OCTG seems to have peaked and for the first month appears to have flattened, Computer and Components,  Funny!, Gas, Carbon steel is dropping fast.  Stainless continues to drop, PCs and office equipment, Scrap metal, Fuel.
WHAT OUR RESPONDENTS ARE SAYING ...
Hiring is increasing in the Medical Field due to our $1.5 Billion dollar expansion.
More focus on strategic purchases to gain competitive price points.
We are in a slow down period.
Hurricane Ike shut us down for about a week with no power or telephones to operate our business, but fortunately no property damage to speak of.  Several of our key suppliers were put in similar situations, which has also hampered production somewhat while everyone gets back up to speed.  Proposal activity remains strong, but bookings are falling short of targets.  Expect an uptick in business, at least in the parts side, once the rig operators get a handle on the level of damage to the rigs in the GOM.
Business remains strong.
Company pulling back on all discretionary spending.  Vendors are honoring quotes for only 5 or so days.

Hurricanes Gustav and Ike had unfavorable impact on production due to fields being “shut in” for the storms.  Damage was minimal to equipment and there was no damage to drilling rigs or production facilities.
Items of steel will continue to use LI-FO pricing until such time as the pricing trend in raw materials changes.
A positive report, verified by an exec. V.P..
Steel and Tube prices seem to be leveling off.  New order entry for September was much improved over the past four months..
Hurricane Ike Report:  We had electricity, phones and internet on the Tuesday after the storm so we were totally shut down only on Monday.  Of course attendance of employees was reduced from the Thursday before until late the next week.

IKE shut us down for a week which affected us in the number of PO’s we were able to process,
We will finish ’08 with a strong fourth quarter.  Predictions for ’09 are better than this year.
Clients are starting to pay late – are they having financial issues or are they using us as a bank?
Layoffs have hit the electronic industry.
PMI Index Summary Table          
                                  September, 2008                                                         Index 2008 - 2008 (9 months)

	 
	UP
	SAME
	DOWN
	N/A
	
	JAN
	FEB
	MAR
	APR
	MAY
	JUNE
	JULY
	AUG
	SEPT

	 Sales
	32%
	39%
	26%
	3%
	
	14
	24
	12
	27
	42
	42
	35
	16
	5

	 Production
	16%
	45%
	21%
	18%
	
	0
	3
	18
	3
	39
	28
	5
	5
	-5

	 Employment
	13%
	74%
	13%
	0%
	
	6
	7
	-3
	11
	5
	-3
	-3
	3
	0

	 Purchases
	26%
	45%
	29%
	0%
	
	0
	24
	29
	19
	32
	34
	0
	8
	-3

	 Prices Paid (Major Purchases)
	37%
	53%
	11%
	0%
	
	31
	31
	29
	57
	66
	61
	46
	49
	26

	Lead Times (from      Sellers)
	37%
	58%
	5%
	0%
	
	6
	24
	18
	27
	29
	21
	38
	30
	32

	 Purchased Inventory 
	11%
	61%
	8%
	21%
	
	11
	17
	12
	-11
	24
	3
	0
	-3
	3

	Finished Goods  Inventory
	16%
	55%
	8%
	21%
	
	6
	-3
	9
	5
	11
	8
	-8
	0
	8


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


	 
	Oct07
	Nov07
	Dec07
	Jan08
	Feb08
	Mar08
	Apr08
	May08
	Jun08
	Jul08
	Aug08
	Sept08

	Composite PMI
	61.9
	56.0
	52.8
	52.4
	55.7
	54.2
	57.7
	60.6
	60.6
	57.3
	55.7
	51.5


* 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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