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HOUSTON ECOMOMY CONTINUES IMPROVEMENT  
Improved Sales Lead the Advance

The Houston Purchasing Managers Index, a leading indicator of regional production, moved upward to 46.8, chalking up four consecutive months of improvement in August.  This is a 20% improvement since the March record low of 39.0. 
The PMI, which indicates likely shifts in production volume three or four months in advance, continues to signal production declines at a continuing decelerating pace. 

The PMI has a possible range of 0 to 100. Reading’s over 50 indicate production gains over the near term; readings below 50, show coming contraction.  May is the Houston PMI’s seventh 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 August from May was in Sales, which continued to improve since the low of -40 in February.  Lead Times also improved from -43 in March to -10 in August.
Purchases remained exactly the same from July at -22.  This is higher than the -43 in March.  Employment remained the same for 59% of the respondents, or -27 PMI which was a great improvement from the low of -48 in March.   Prices Paid (for major purchases), which fell consis​tently from +13 last October to a deeply de​pressed -48 in April, turned up to -22 in August. 

Purchased Inventory and Finished Goods Inventory, the two components of the PMI for which declines represent good news, both improved to -22 and -24 last month from -20 and -15 respectively in February.  

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 for the past seven months.  In contrast, the Houston PMI has averaged 44.4 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 in appears Houston may have started to rebound from the 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:  
H1N1 Swine Flu masks, waterless soap, Material constraints due to industry under forecasting and under producing, Capacity is down, TiO2.

Commodities UP in Price:
All Metals, Memory, copoly resin, Vendors have been very willing to negotiate during the economic down-turn, crude oil, health wellness benefits, copper.
Commodities DOWN in Price:  
Valves;  pumps; meters, pigment, corrugation, gasoline is fluctuating but is gradually gong down again. Computers and accessories, Natural gas, Iron ore.
WHAT OUR RESPONDENTS ARE SAYING ...

Healthcare
Capital purchasing is on the up-swing due to our expansion.  Employment is also on the rise.
Computer Manufacturing

Cost cutting efforts still high priority.

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

Major oil companies should have been taking advantage of cheaper prices to lessen the monetary impact of expansion as well as new projects.

Our sales are up slightly the last four months.

Miscellaneous
Economic picture has stabilized!  We have a “LONG” road back to full economic recovery.
Electronics

Customers are reluctant to place orders as they are trying to limit their liability. 
This lack of planning is forcing suppliers to increase lead time as they are not prepared to support production.  Capacity has been lowered to match to lowered global demand.  If capacity is going to increase we need some visibility into our customers needs.

Manufacturing
Things seem to be picking up a little. 
Minimal purchasing at this time…   Business has slowed. But, Customer Quotes are pending. It won't be long. ( 

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          
                                  August, 2009                                                         Index 2008 - 2009 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	DEC
	JAN
	FEB
	MAR
	APR
	MAY
	JUN
	JUL
	AUG

	 Sales
	29%
	37%
	34%
	0%
	
	-27
	-34
	-40
	-28
	-13
	-30
	-22
	-22
	-5

	 Production
	15%
	51%
	29%
	5%
	
	-27
	-21
	-20
	-18
	-20
	-18
	-12
	-27
	-15

	 Employment
	7%
	59%
	34%
	0%
	
	-19
	-39
	-38
	-48
	-43
	-33
	-32
	-29
	-27

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

	 Prices Paid (Major Purchases)
	7%
	63%
	29%
	0%
	
	-11
	-32
	-38
	-40
	-48
	-43
	-24
	-27
	-22

	Lead Times (from      Sellers)
	17%
	56%
	27%
	0%
	
	-11
	-29
	-38
	-43
	-33
	-33
	-22
	-15
	-10

	Purchased Inventory 
	7%
	46%
	29%
	17%
	
	-30
	-13
	-20
	-20
	-15
	-25
	-17
	-17
	-22

	Finished Goods  Inventory
	12%
	34%
	37%
	17%
	
	-22
	-13
	-15
	-13
	-18
	-25
	-12
	-27
	-24


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

	 
	Sept08
	Oct08
	Nov08
	Dec08
	Jan09
	Feb09
	Mar09
	Apr09
	May09
	Jun09
	Jul09
	Aug09

	Composite PMI
	51.5
	51.7
	49.0
	45.4
	##
	39.6
	39.0
	40.9
	41.9
	43.5
	43.8
	46.8


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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