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HOUSTON PMI COASTS UP  
Most Indexes Unchanged with slight improvement in Purchases
The Houston Purchasing Managers Index, a leading indicator of regional production, edged upward to 43.5 in June marking a third consecutive month of mild improve​ment from the record low of 39.0 in March.  The PMI, which indicates likely shifts in production volume three or four months in advance, continues to signal production declines, but at a decelerating pace. 

The PMI has a possible range of 0 to 100. Readings over 50 indicates production gains over the near term; readings below 50, coming contraction.  June is the Houston PMI’s eight consecutive month in negative territory.
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 largest change among the eight com​ponents in June was in Purchases, which had a 14% movement from down to the same for June.  There was a 27% showing improvement and 27% the same in Purchases, while only 46% were down from 60% last month.  Prices paid showed basically the same percentage with 10% indicating Up, 56% the same and 34% down, which is up from 48% last period.  All other components remained nearly unchanged from May.
Production has been stagnant since the beginning of the year, with PMI ranging between  

-18 and -24.  Employment stayed the same at -32.5.   Purchases edged upward to -20, a nice improvement from May’s -35. Prices Paid (for major purchases), which fell consis​tently from 13 last October to a deeply de​pressed -43 in May, turned up to -24 in June. 

Given the relatively small upward movement of the Houston PMI in June, “no change” dominated responses on most components. 
The Houston PMI has fallen sharply over the past 12 months. In May and June last year, it posted readings above 60, a level that repre​sents an extremely positive outlook for regional produc​tion. Before turning negative last No​vember, the Houston PMI posted 58 consecu​tive months of positive readings that averaged a robust 59.1.  Over the past twelve months the Houston PMI has averaged 46.3.
It bears emphasis that the recent “improve​ments” on PMI components still leave it in negative territory, indicating likely further slowing in production. The rate at which regional performance declines should taper, but Houston still hasn’t reached a bottom.

The National Association of Purchasing Man​agement - Houston has published the Houston Purchasing Managers Index monthly since January, 1995 as a service to its members and the wider Houston business community.

Commodities in Short Supply:  
No problem during this reporting period, customers, Many constraints due to industry under forecasting and under producing, Generally lead times are increasing because of other company cutbacks, not improved business conditions, None, new orders, lots of quoting, Could really use more of the multiple orders.

Commodities UP in Price:
Vaccines, Forklift batteries, plastic pallets, DIMMS, steel and copper creeping up, None, Items requiring forging seem to be holding their price levels, Not very much – prices seem to be holding very steady.  Guess everyone wants to stay in the ball game.
Commodities DOWN in Price:  
computers and Components, what we charge our customers, Capital Equipment:  Tractors, Trailers, Warehouse Equipment (Forklifts, Pallet Jacks, etc.), none, Electrical Cable, Commodities, Steel fabrications, machined parts, Steel fabricated items are lower in cost, Corrugated.  This is amazing and very surprising.  “They have never backed down on increases since I have been in purchasing.”
WHAT OUR RESPONDENTS ARE SAYING ...

Healthcare
Hiring has picked up again for our Expansion Project.
Computer Manufacturing

Crazy times.

Electronics
Production capacity has been reduced and workers laid-off.  When demand returns lead times will increase which will lead to price increases.  Hope everyone is ready!
Oil & Gas {Mfg, Services, Contract Services}

There is some sales activity, still working off back log from last year.  Not much change in business from last month.
Miscellaneous Distribution
Schedule driven projects are becoming Cost driven and moved out to 2010. 

Sooner or later things will improve.  For now be happy with the situation the way it is.  I don’t expect anything will help at this point in the cycle.  Consumers have to be more optimistic or this will continue
Responses to RFQs are frequently slow.   This may be due to layoffs or just the doldrums of vacation short staffing. We are also noting the sloppiness of quotations when they do finally arrive.  

It is very strange economy.Waiting for inflation to set in.
Manufacturing
The economy seems to be stabilizing at this level.  We are making moves to continue to be profitable under the current conditions.  The possibility of further layoffs and inventory reductions still exist.  

All is good!  
Bookings for the May/June timeframe have been good for us, but that won’t translate into work for the shop for several months as the orders have to work their way through engineering.    The next couple of months are going to be difficult to meet plan.  Most of our suppliers are feeling the pain of this recession.  You can tell when business is slow, because we are hearing from suppliers that either didn’t have the time of day to help us when business was good or are brand new sources trying to find business.  We are trying hard to support those suppliers that worked with us during the go-go days..
PMI Index Summary Table          
                                  June, 2009                                                         Index 2008 - 2009 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	APR
	MAY
	JUN

	 Sales
	17%
	39%
	39%
	5%
	
	5
	-10
	-27
	-34
	-40
	-28
	-13
	-30
	-22

	 Production
	10%
	51%
	22%
	17%
	
	0
	-3
	-27
	-21
	-20
	-18
	-20
	-18
	-12

	 Employment
	7%
	54%
	39%
	0%
	
	0
	-15
	-19
	-39
	-38
	-48
	-43
	-33
	-32

	 Purchases
	27%
	27%
	46%
	0%
	
	-13
	-3
	-16
	-39
	-30
	-43
	-38
	-35
	-20

	 Prices Paid (Major Purchases)
	10%
	56%
	34%
	0%
	
	13
	8
	-11
	-32
	-38
	-40
	-48
	-43
	-24

	Lead Times (from      Sellers)
	15%
	49%
	37%
	0%
	
	0
	-3
	-11
	-29
	-38
	-43
	-33
	-33
	-22

	 Purchased Inventory 
	12%
	44%
	29%
	15%
	
	0
	-15
	-30
	-13
	-20
	-20
	-15
	-25
	-17

	Finished Goods  Inventory
	20%
	39%
	32%
	10%
	
	-15
	-8
	-22
	-13
	-15
	-13
	-18
	-25
	-12


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

	 
	Jul08
	Aug08
	Sept08
	Oct08
	Nov08
	Dec08
	Jan09
	Feb09
	Mar09
	Apr09
	May09
	Jun09

	Composite PMI
	57.3
	55.7
	51.5
	51.7
	49.0
	45.4
	39.6
	39.6
	39.0
	40.9
	41.9
	43.5


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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