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HOUSTON PMI BASICALLY UNCHANGED  
Employment Better While Rest Remain Unchanged
The Houston Purchasing Managers Index, a leading indicator of regional production, moved slightly upward to 43.8 in July, marking a fourth consecutive month of modest 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.  July is the Houston PMI’s ninth 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 July was in Employment, which continued to increase since the low of -48 in March, rising from -32 to -29 in July.  Finished Goods fell from -12 to -27.   
Production which had been stagnant since the beginning of the year, ranging between -12 and 
-21 fell to -27.  Purchases edged down to -22, a little different from June’s -20. Prices Paid (for major purchases), which fell consis​tently from 13 last October to a deeply de​pressed -48 in April, continued up to -27 in July. 

Purchased Inventory one of the two components of the PMI for which declines represent good news, improved to -17 in June and July from -25 in May.  The Finished Goods Inventory went from -25 May to -12 June to -27 in July.  Given the relatively small upward movement of the Houston PMI again in July, it’s not surprising that “no change” dominated responses on most components. Only for Employment where 12 percent of respondents reported increases and 40 percent reported the same and on Fin​ished Goods Inventory, where 10 percent saw increases and 37 percent saw decreases, 
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, 2008, the Houston PMI posted 58 consecu​tive months of positive readings that averaged a robust 59.1. For the past seven months, in contrast, the Houston PMI has averaged 45.1 over the last twelve months.

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:  
Nothing in short supply at this time, Pipe Flanges, pipe from Mills, Hubs for piping.   Some shortages are actually reflections of fewer people due to cutbacks and fewer quantities of material being ordered resulting in slowdowns in production, None, none, Sales orders.

Commodities UP in Price:
Vaccines, copper, Highly Engineered equipment:, None, Carbon & Stainless Steel, none, ERW Pipe is on the rise due to Coil increases, Everything is negotiable.
Commodities DOWN in Price:  
Computers & Components, commodities; gasoline is going down again.  Housing prices are still depressed, stable, none, Domestic seamless pipe may see some price decreases before stabilizing-inventories are still very high
WHAT OUR RESPONDENTS ARE SAYING ...

Healthcare
Hiring has picked up again as we gear up for our future expansion.

Computer Manufacturing

60% of orders are entered the last month of the quarter!
Oil & Gas {Mfg, Services, Contract Services}

We are seeing more RFQ activity with bigger ticket items, so things are looking better going forward.

Orders are increasing.  Our major customers are still cautious in large orders.

Miscellaneous Distribution
Sales are down, but we’re still looking to hire good sales people.
Overall business is steady and inventories have come down to reasonable levels, we should be back to purchasing futures by 4th quarter.
.
Manufacturing
Whoa!  Slowed down, again.. Quotes pending…. hurry up and order!.  

Miscellaneous
As more companies relocate into the Houston area, we should see a surge in the housing market and the associated retail businesses and employment, affecting the overall economy in a positive fashion.

We are always at the tail end of any recession.  Let’s hope that this means we are in the tail end and will proceed in a upward track.
PMI Index Summary Table          
                                  July, 2009                                                         Index 2008 - 2009 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	NOV
	DEC
	JAN
	FEB
	MAR
	APR
	MAY
	JUN
	July

	 Sales
	20%
	37%
	41%
	2%
	
	-10
	-27
	-34
	-40
	-28
	-13
	-30
	-22
	-22

	 Production
	10%
	44%
	37%
	10%
	
	-3
	-27
	-21
	-20
	-18
	-20
	-18
	-12
	-27

	 Employment
	12%
	46%
	41%
	0%
	
	-15
	-19
	-39
	-38
	-48
	-43
	-33
	-32
	-29

	 Purchases
	27%
	24%
	49%
	0%
	
	-3
	-16
	-39
	-30
	-43
	-38
	-35
	-20
	-22

	 Prices Paid (Major Purchases)
	7%
	59%
	34%
	0%
	
	8
	-11
	-32
	-38
	-40
	-48
	-43
	-24
	-27

	Lead Times (from      Sellers)
	12%
	61%
	27%
	0%
	
	-3
	-11
	-29
	-38
	-43
	-33
	-33
	-22
	-15

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

	Finished Goods  Inventory
	10%
	41%
	37%
	12%
	
	-8
	-22
	-13
	-15
	-13
	-18
	-25
	-12
	-27


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

	 
	Aug08
	Sept08
	Oct08
	Nov08
	Dec08
	Jan09
	Feb09
	Mar09
	Apr09
	May09
	Jun09
	Jul09

	Composite PMI
	55.7
	51.5
	51.7
	49.0
	45.4
	39.6
	39.6
	39.0
	40.9
	41.9
	43.5
	43.8


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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