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HOUSTON ECOMOMY IMPROVES   
Sales looking UP!

The Houston Purchasing Managers Index, a leading indicator of regional production, moved up to 50.6, marking six consecutive months of improvement since September.  Although this is only a .6 improvement from last month it does indicate that the Houston Economy is still on the mend. 
The PMI, which indicates likely shifts in production volume three or four months in advance, now shows a signal that production has started to improve. 

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.  September was the Houston PMI’s first month at or over 50.0 after ten consecutive months 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 October from September was in Sales at +9, which continued to improve since the low of -40 in February.  
Employment showed a definite improvement from -23 to -16 from September’s responses.  So there are signs of restaffing in the responses.
Prices Paid (for major purchases), which fell consis​tently from +13 last October to a deeply de​pressed -48 in April, turned down again to -24.  We will have to watch this one and see where it is going. 
Purchased Inventory and Finished Goods Inventory, the two components of the PMI for which declines represent good news, both changed very little during this period and had no impact on the latest numbers.  

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 44.2 over the last twelve months.
The recent improve​ments of PMI components have finally taken us out of negative territory, indicating an improvement in the Houston economic picture.  The rate at which regional performance declines should taper, but it definitely appears Houston has started to rebound from the worst of the economic condition.
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 vaccine, masks, waterless hand soap, Kleenex, Bright stock oil. Other sources have been identified, Allocations are back.  Low Demands = Low Supply, Pay Big Prices   "We got it you need it " is back, PVF inventories are down, Some HP inks and toners due to supply constraints, N/A. 
Commodities UP in Price:
gasoline, Labor.  Upswing on some of building supplies, Lots.....  electronics, connectors, boxes, foam, IC's, Zinc Dust, Recycled paperboard rose slightly, Copper-Steel, Some high-end chemicals, Some plastic packaging, Stainless Fabrications.
Commodities DOWN in Price:  
Computers and accessories, base oils. Linerboard still slipping further, “a thing of the past”, Copper.
WHAT OUR RESPONDENTS ARE SAYING ...

Healthcare
Hiring is still active due to our hospital’s expansion.
Warehoused materials are down.
Computer Manufacturing
Again 70% of the quarter business was received the last month of the quarter. 
Reduction of inventory total cost high on management priority list.

Oil & Gas {Mfg, Services, Contract Services}

Back log about 4-5 months.  A year ago-back log was 12 months.  Some land rigs seem to be opening up.  This is great news!  Could mean an increase in orders coming soon.
Overall, observe a flattening of the markets in both commodities (raw materials) and finished products. Projected cost uptick has been slower than expected.
Our Sales for October were the best all year.
Electronics

Suppliers lead times are going out due to increased orders and reduced staff not being replaced yet.
Manufacturing
Our Business is up. This is great. But, allocation on some components is a Ouch. Must plan very early and wait.
Leads Times from manufactured goods are going out, probably because of inventory reductions.
Late releases out of engineering and lead times creeping out at fab shops and machine shops are working against us meeting customer short delivery requirements.  The last couple of months of sales have been quite encouraging.  We are running very close to our budget which has kept us from having to do anything drastic personnel wise.  That’s a good thing to be sure.

Miscellaneous
Forged items are frequently shorter deliveries than Cast items and without the obvious repair issues.
Most items are unchanged in pricing from the previous month. Prices on the downside may reflect better comps and economies of measure.
Metal suppliers will lower prices to keep any business.
PMI Index Summary Table          
                                  October, 2009                                                         Index 2009 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	FEB
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT

	 Sales
	38%
	31%
	29%
	2%
	
	-40
	-28
	-13
	-30
	-22
	-22
	-5
	5
	9

	 Production
	20%
	49%
	22%
	9%
	
	-20
	-18
	-20
	-18
	-12
	-27
	-15
	-5
	-2

	 Employment
	9%
	67%
	24%
	0%
	
	-38
	-48
	-43
	-33
	-32
	-29
	-27
	-23
	-16

	 Purchases
	33%
	33%
	33%
	0%
	
	-30
	-43
	-38
	-35
	-20
	-22
	-22
	2
	0

	 Prices Paid (Major Purchases)
	7%
	62%
	31%
	0%
	
	-38
	-40
	-48
	-43
	-24
	-27
	-22
	-18
	-24

	Lead Times (from      Sellers)
	22%
	47%
	31%
	0%
	
	-38
	-43
	-33
	-33
	-22
	-15
	-10
	-9
	-9

	 Purchased Inventory 
	7%
	56%
	20%
	18%
	
	-20
	-20
	-15
	-25
	-17
	-17
	-22
	-16
	-13

	Finished Goods  Inventory
	9%
	38%
	36%
	18%
	
	-15
	-13
	-18
	-25
	-12
	-27
	-24
	-27
	-27


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

	 
	Nov08
	Dec08
	Jan09
	Feb09
	Mar09
	Apr09
	May09
	Jun09
	Jul09
	Aug09
	Sep09
	Oct09

	Composite PMI
	49.0
	45.4
	39.6
	39.6
	39.0
	40.9
	41.9
	43.5
	43.8
	46.8
	50.0
	50.6


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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