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HOUSTON PMI INDEX TURNS UP  
Sales, Finished Goods Inv. Lead Increase
The Houston Purchasing Managers Index, a leading indicator of regional production, increased 1.9 point’s in April. The April reading of 40.9 was higher than February’s 39.0 reading.   This level still indicates that production in the Houston economy is likely to contract over the next three to four months. Although this was an increase the Purchasing arena stayed in negative territory for the 5th consecutive month said the Houston supply executives in the latest NAPM – Houston PMI Survey.
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 Sales, Finished Goods and Purchased Inventory a little better than last month, but that was offset by declines in Employment, Purchases and Prices paid.  This resulted in the slight change to the PMI from last month.
Sales were reported at a 23% increase for the month, with 40% indicating a no change and 35% showing a decrease.  Finished Goods Inventory rose for 15%, remained the same for 38% and declined for 33% of those reporting. 
Respondent’s reported six of the eight categories the Same as last month.  Only Purchases and Prices Paid had over 50% responding lower activity.  Purchases reported over-the-month   increases of only 13%, with 38% percent reporting the same as last month and 50% down.    Prices Paid only reported up in 3%, with 48% the same and 50% down.
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. 

Over the last 12 months thru this April the PMI has averaged 49.2, dropping below the 56.7 average since it was introduced in January, 1995. 
The latest PMI data show that Houston continues on the downward national economic trend.
This month’s overall outlook indicates a continuing decline in the Houston Economy say the Purchasing Managers in April, but may be slowing.
Commodities in Short Supply:  
Respirator masks, DVD drives / Optical drive components, Bearings still have a long lead time, None, none, None, Anything related to preventative measures against the H1N1 virus outbreak.  Hand and air sanitizers, Kleenex, N95 masks, gloves, etc, customers.
Commodities UP in Price:
Seeing some increases in the cost of steel & copper, plastic valves & pipe, None, Feedstocks, Nat. Gas / Oil on slight increment, up in prices copper, silver, nickel.
Commodities DOWN in Price:  
gasoline, Capital purchases due to economy, Steel fabrications, Able to negotiate better overall pricing across the board on all material, none, Oilfield services such as gauging, roustabouts, water hauling, production chemicals, Most manufacturers are willing to reduce costs, provide discounts and/or improve deliveries when asked.  Actuated valves, Line Pipe, Fittings and Flanges. Stable, All oilfield related services and commodities, what we charge our customers, General labor, etc. wages.

WHAT OUR RESPONDENTS ARE SAYING ...

Healthcare
Due to the Flu pandemic, respirator masks are in very short supply.
Computer Manufacturing 
Reevaluating alignment and product set up to be ready and in a better situation when the demand returns.  No major layoffs YET!
Distribution

Still expecting business to improve starting in 1-2 months.

Engineering activity is high but not confident all these programs go to production.  In a down economy programs get canceled or redesigned before they actually go to production.
Financial

Expense management is the key right now and being driven home in all areas.

We are still refusing the unneeded bail out funds the Government is trying to force us to take.

Oil & Gas {Mfg, Services, Contract Services}

Have had some increase of orders in non oil and gas sector.  Production equipment oil & gas down about 30 % - 40% & employment down about 10%-   Large motors & generators for municipality’s very strong orders!!
Using this slowdown to evaluate pricing structures.  We’ll be ready when the oil business makes the big turnaround, which we believe will begin to occur in the 4th quarter.
Continue to downsize as planned.  Orders are picking up and we are watching the future.
We are starting to see the benefits of the cost cutting measures put in place a few months ago.  Our forecasts are pointing a little bit higher than before.
Everyone has been cut to 32 Hours.  Our income orders are very slow with very little backlog.
Rig Contractors need to get with the game.  They are hurting our industry by not working with Operators.  Other suppliers are doing their share, but rig contractors are holding firm to their pricing willing to lay down rigs and staff versus lowering rates.
Miscellaneous
This is the time to check pricing / delivery on Agreements and compare them to what is available on the spot market.  Competitive bidding frequently pays off during low economic times such as this one.

Employment picture stabilizing.  Anticipating slow steady recovery in fall 09!!

Manufacturing
Bookings continue to be slowing down.  Even our lucrative spare parts business dropped off.  Still doing a lot of quoting activity, but turning them into orders is difficult.  Competition is stiff and prices are dropping in hopes of snaring a few orders to keep from having a reduction in force.
Business seems to have leveled off at this low level.  Now we need to reduce our raw material inventory to improve cash flow..
Slight increase in new orders.
.
PMI Index Summary Table          
                                  April, 2009                                                         Index 2008 - 2009 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	AUG
	SEPT
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	APR

	 Sales
	23%
	40%
	35%
	3%
	
	16
	5
	5
	-10
	-27
	-34
	-40
	-28
	-13

	 Production
	10%
	45%
	30%
	15%
	
	5
	-5
	0
	-3
	-27
	-21
	-20
	-18
	-20

	 Employment
	5%
	48%
	48%
	0%
	
	3
	0
	0
	-15
	-19
	-39
	-38
	-48
	-43

	 Purchases
	13%
	38%
	50%
	0%
	
	8
	-3
	-13
	-3
	-16
	-39
	-30
	-43
	-38

	 Prices Paid (Major Purchases)
	3%
	48%
	50%
	0%
	
	49
	26
	13
	8
	-11
	-32
	-38
	-40
	-48

	Lead Times (from      Sellers)
	8%
	53%
	40%
	0%
	
	30
	32
	0
	-3
	-11
	-29
	-38
	-43
	-33

	 Purchased Inventory 
	10%
	48%
	25%
	18%
	
	-3
	3
	0
	-15
	-30
	-13
	-20
	-20
	-15

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


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


	 
	May08
	Jun08
	Jul08
	Aug08
	Sept08
	Oct08
	Nov08
	Dec08
	Jan09
	Feb09
	Mar09
	Apr09

	Composite PMI
	60.6
	60.6
	57.3
	55.7
	51.5
	51.7
	49.0
	45.4
	39.6
	39.6
	39.0
	40.9


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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