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HOUSTON PMI INDEX CONSTANT  
All Components remained basically the Same
The Houston Purchasing Managers Index, a leading indicator of regional production, remained unchanged in February indicating that production in the Houston economy is likely to contract over the next three to four months. The February reading of 39.6 was the same as January’s 39.6 reading.  This is still 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.)  

Our respondents reported Purchases, Production and Employment at very slight improvement from last month, but that was offset by declines in Purchased Inventory, Lead-Time and Sales.  This resulted in no change to the PMI from last month.
Employment had a 43% reduction in manpower for the month, with 54% indicating a no change and only 5% showing an increase.  Prices Paid and Lead Times were the same for 48% and declined for 45% of those reporting. 
Respondent’s reporting declines over the month for every single category.  Purchases had only 15% reporting over-the-month increases, with 45% percent reporting declines.  Sale’s were  down for 53% of the companies with 30% indicating no change.

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 last 12 months thru this February the PMI has averaged 51.9, dropping below the 56.7 average since it was introduced in January 1995. 
The latest PMI data show that Houston Is definitely on the downward national economic trend.
This month’s overall outlook indicates a continuing decline in the Houston Economy say  the Purchasing Managers. 

Commodities in Short Supply:  
Vaccines, Lead times still constant; however, leveraging surplus capacity where possible, Nothing is in short supply, none, Nothing, With the economy very low, our business has slowed down.  Compared to last year, none.
Commodities UP in Price:
Vaccines, Gold, Silver, none, none, Polymers, Copper, None, none, Gasoline again!
Commodities DOWN in Price:  
Computers/components, Oil, Natural Gas, Copper, all raw material prices are falling particularly copper, Steel not as much, but falling, PVC and CPVC pipe price reductions this month, but expect prices to increase to even higher level within 30 days, Electrical Cable, All oil and gas related services and supplies, Linerboard and paperboard, fuel, Latex Products, Steel Fabrications, Copper, Metals continue to slide affecting components made from the raw materials, Carbon steel.

WHAT OUR RESPONDENTS ARE SAYING ...
Healthcare
Hiring has slowed due to the economic downturn.  Positions must be justified and approved by the VP level before positions can be opened.

Professional Services
Hiring freezes broad based!  Some layoffs here!  Inventory issues are key focus of management!
Computer Manufacturing 
Inventory dollars elevated by past unconsumed forecasts are target for massive reduction.

Surveying Tier II level suppliers for potential supply risks.
Reduce salaries, forced vacation and layoffs are implemented with reductions in 401K and health benefits..
Oil & Gas {Mfg, Services, Contract Services}

Customer orders are falling, second half of this year looks uncertain.  Land rig orders are way down.  Most orders still on books are for off shore.  Lead times are coming down for domestic orders.  Orders to European suppliers still have strong leadtimes.  Employment is uncertain by late spring, may have some layoffs.  Holding some inventory for cancelled orders. Some non-oil related product a little stronger, municipal generators still fairly strong.
15% of employees laid off last month; All rigs released, no drilling expected until mid-summer; major projects on hold.

Houston orders continue to be better than the rest of the country.
Price on engineered products continue to increase, gas turbines, mechanical equipment.
Costs are coming down but not fast enough to allow O&G companies to continue at reasonable levels.  Rigs will be laid down as contracts expire with many companies paying cancellation penalties for early exit.  Expect delay/suspending of completions as well.
Commodity price fell much to fast – services/materials need to catch up quick.
We have reduced inventories, moved items to lower priced suppliers and restricted buying.
Starting a new Project so now purchasing long lead material.  So far prices and lead times are good.
We see major projects move to the right for the first time in several years.  Complex, engineered offshore products are attempting to maintain their pricing structure but slowdown or postponement of projects will have an affect on them after the 2nd qtr of 2009 when their shops begin to need work.
Misc. Distribution
Customers are demanding price reductions, suppliers are slow to agree.
Our Federal Government cannot spend us into prosperity.
Manufacturing.

This year our business is still steady, but for next year, no for certain.
Business continues at a much lower level than 2007 with no signs of any real improvement.  Business is off from the 2007 record year.
Financial..

No bail out support for this institution.  We did not follow the path of the fools.

Water Treatment

A weakening trend is showing up in the marketplace and many companies are not exercising their options to purchase additional equipment.  Competition is getting more intense as the number of projects dwindle.  We should hit our revenue/profit goals for this quarter, but next quarter will be a challenge.
PMI Index Summary Table          
                                  February, 2009                                                         Index 2008 - 2009 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	JUNE
	JULY
	AUG
	SEPT
	OCT
	NOV
	DEC
	JAN
	FEB

	 Sales
	13%
	30%
	53%
	5%
	
	42
	35
	16
	5
	5
	-10
	-27
	-34
	-40

	 Production
	13%
	40%
	33%
	15%
	
	28
	5
	5
	-5
	0
	-3
	-27
	-21
	-20

	 Employment
	5%
	53%
	43%
	0%
	
	-3
	-3
	3
	0
	0
	-15
	-19
	-39
	-38

	 Purchases
	15%
	40%
	45%
	0%
	
	34
	0
	8
	-3
	-13
	-3
	-16
	-39
	-30

	 Prices Paid (Major Purchases)
	8%
	48%
	45%
	0%
	
	61
	46
	49
	26
	13
	8
	-11
	-32
	-38

	Lead Times (from      Sellers)
	8%
	48%
	45%
	0%
	
	21
	38
	30
	32
	0
	-3
	-11
	-29
	-38

	 Purchased Inventory 
	8%
	45%
	28%
	20%
	
	3
	0
	-3
	3
	0
	-15
	-30
	-13
	-20

	Finished Goods  Inventory
	18%
	38%
	33%
	13%
	
	8
	-8
	0
	8
	-15
	-8
	-22
	-13
	-15


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


	 
	Mar08
	Apr08
	May08
	Jun08
	Jul08
	Aug08
	Sept08
	Oct08
	Nov08
	Dec08
	Jan09
	Feb09

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