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HOUSTON PMI INDEX DECLINES  
Employment, Major Prices and Production Leading Components
The Houston Purchasing Managers Index, a leading indicator of regional production, continued deeper into negative territory in January indicating that production in the Houston economy is likely to contract over the next three to four months. The January reading of 39.6 was 5.8 Index points below December’s 45.4 reading.  This is the lowest recorded number since the Houston PMI was introduced in January, 1995.
The PMI has a possible range of 0 to 100. Anything over 50 indicates production gains over the near term; anything below 50 signals coming losses.

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.)  

Employment, Major Prices and Production were the primary contributors to the January decline.  Each item declined in excess of 10% for the month.  There was an 18% decline in Employment, 15% fall for Major Prices and 12% reduction in Production, respondents reporting declines over the month out numbered the few reporting increases.
Employment had a 47% reduction in manpower for the month, with 45% indicating a no change and only 8% showing an increase. Purchases had only 16% reported over-the-month increases, with 55% percent reporting declines.
The Houston PMI has fallen sharply since midyear. As recently as May and June, it posted readings above 60, a level that represents a strongly positive outlook. In the 58 consecutive months of readings above 50 before November, 36 were above 60. The Houston PMI averaged 61.7 in 2004, 61.5 in 2005, 62.0 in 2006 and 59.2 in 2007.  
Over the 12 months thru this January the PMI has averaged 54.4, dropping below the 53.3 average since it was introduced in January 1995. The latest PMI data show that Houston Is definitely on the downward national economic trend.
The overall forecast lacks the sense of optimism that our purchasing managers have expressed about the Houston economy in their responses during 2008.
Commodities in Short Supply:  
No problems this month with out of stock items, No delays, at present, Crewboats for inland work, Stock inventories for industrial items are low but available, Most materials we inventory are available, none, Bearings are still a challenge.  Suppliers are still holding to long lead times, None, Lead times still constant..
Commodities UP in Price:
Gasoline, vaccines, January is always the time for raises from electrical distributors, some software people, standard OEM distributors and the like, About the same, Marine equipment, Highly engineered equipment for Oil & Gas are remaining up due to current high levels of manufacturing / fabricating activity, Large diameter welded pipe, Machine Parts and Castings, fuel, We are not experiencing any price increases, Steady.
Commodities DOWN in Price:  
Computers & components, Hoping to see some, soon!, All oils and fuels, lubricants, diesel, Valves, fittings, flanges and other items starting with steel as the raw material, lots of sales on computer equipment & TVs, OCTG, line pipe and all oil and gas E&P services, Copper, natural gas, lubricants, certain chemicals, Linerboard appears to be sliding downward, Some beam & plate sizes, steel, Steel and copper prices are down significantly, Steady.

WHAT OUR RESPONDENTS ARE SAYING ...
There are many jobs available in the Medical field.
I am finding a number of vendors i.e. Foundry and spring mfg are closing down for a week and putting employees on vacation for a week or so.  I am being told this is for assessment of orders and production.  It is almost a scary thought.  Economy is running scared.
Very busy with new products.
Drilling activities have been reduced due to oil & gas price decreases.  This is also having a negative impact on several workover projects which are economically infeasible at the present time.    Fuel surcharges are being eliminated.
The company optimism regarding business activity expressed last month has gone away and replaced by concern for what the future holds for us.  We have been hearing of projects being cancelled or delayed.  Some of our suppliers that were quoting long lead times or no bidding jobs are now soliciting work.  Haven’t seen any significant price reductions yet, but that should change as suppliers use up their expensive inventory.
Everything was stagnant this past month.  Months just bled into each other with no apparent highs or lows.
Now is the time to get in orders for your bulk commodities.  Prices are low and stocks are frequently available.  Foreclosures are providing excellent opportunities for housing purchases.
We had a layoff in January for the first time in our 47 year history.  Business seems to be improving slightly but still at a very low level.
We have taken the first steps to address the down turn.  The adjustments can be absorbed.
Oil and Gas commodity prices have dropped to 2004 levels with suppliers continuing to demand 2008 commodity prices.  Large gap in the system right now.  Operators will         

      be shutting down drilling and completion unless  

      suppliers get with the plan, Quick!
Meeting with top suppliers to negotiate lower rates; many are responding favorably; Have released many contract workers due to slowdown..
New sales are less for 2009.M.
Employment slowing up!  Jobs are getting scarcer!  Budgets under review!
While most categories are “up” from December, total purchases and inventory numbers are the lowest January numbers in quite some time.
We closed 2008 with 20% increase in sales, what would be considered a banner year. But January 2009 is 5% below January 2008. We are having a hard time in getting upper management approval to hire replacements. Not to mention new hires.
In for a tough & competitive 1st QTR.  Some projects have been pushed back or cancelled altogether..

We have laid off the past two weeks, and cut most overtime.
Growth plans reduced 8% for 2009.

Time to pay off debt and right size the business.  Forecasts are very hard to complete due to reduced visibility into customers’ needs.
Expect supply chain to erode as economy stabilizes.
Surprised that suppliers accepting order push and cancellations so easily..

Really proving the statement the purchasing small quantities takes more time and effort than large volumes.  The good news is that I now have time to do my job completely.  Old projects can now be reviewed and competed.
PMI Index Summary Table          
                                  January, 2009                                                         Index 2008 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	MAY
	JUNE
	JULY
	AUG
	SEPT
	OCT
	NOV
	DEC
	JAN

	 Sales
	18%
	24%
	53%
	5%
	
	42
	42
	35
	16
	5
	5
	-10
	-27
	-34

	 Production
	16%
	32%
	37%
	16%
	
	39
	28
	5
	5
	-5
	0
	-3
	-27
	-21

	 Employment
	8%
	45%
	47%
	0%
	
	5
	-3
	-3
	3
	0
	0
	-15
	-19
	-39

	 Purchases
	16%
	29%
	55%
	0%
	
	32
	34
	0
	8
	-3
	-13
	-3
	-16
	-39

	 Prices Paid (Major Purchases)
	11%
	47%
	42%
	0%
	
	66
	61
	46
	49
	26
	13
	8
	-11
	-32

	Lead Times (from      Sellers)
	8%
	55%
	37%
	0%
	
	29
	21
	38
	30
	32
	0
	-3
	-11
	-29

	 Purchased Inventory 
	16%
	32%
	29%
	24%
	
	24
	3
	0
	-3
	3
	0
	-15
	-30
	-13

	Finished Goods  Inventory
	18%
	34%
	32%
	16%
	
	11
	8
	-8
	0
	8
	-15
	-8
	-22
	-13


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


	 
	Feb08
	Mar08
	Apr08
	May08
	Jun08
	Jul08
	Aug08
	Sept08
	Oct08
	Nov08
	Dec08
	9-Jan

	Composite PMI
	55.7
	54.2
	57.7
	60.6
	60.6
	57.3
	55.7
	51.5
	51.7
	49.0
	45.4
	39.6*


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

* Corrected from last months report.
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