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ECONOMY SHOWS CONTINUED GROWTH
Prices Paid are increasing!

The Houston Purchasing Managers Index, a leading indicator of regional production, moved up to 51.2 in November, making eight consecutive months of improvement since April.  This increase would appear to reflect heightened confidence in near term Economic growth. 
The PMI, which indicates likely shifts in Production volume three or four months in advance, now shows a signal that production is likely to continue 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 November from October was in Lead Times at 0, which continued to improve since the low of -43 in March.  There was an 18% improvement from just last month.

Prices Paid (for major purchases) showed a definite increase from -24 to -11 from our October responses.  So it appears inflation is on the way as the dollar continues to decline.  It is interesting that while Sales slipped ever so litely, Production and Employment remained the Same.
Finished Goods Inventories, which have been -27 for the last several months increased to -11 last month.  So It looks like we are building some inventory again for the hoped improved economy.
Purchased Inventory a components of the PMI for which declines represent good news, had a slight 4% increase to help the PMI Improvement.  

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 46.8 for the past seven months.  In contrast, the Houston PMI has averaged 44.4 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:  
N-95 masks, waterless soap, H1N1 vaccine, HP Printers, none, Some toner products and technology (printers), 12-HAS, Zinc Oxide, Miscellaneous Electronic components due to WW capacity reductions. 
Commodities UP in Price:
gasoline, copper has gone up, Additives, Fuel, Resin, TiO2, pallets (wooden), Forklift batteries, Plastic pipe, fittings & valves, Stainless Fabrications, Items purchased overseas due to the dollar devaluation, Highly engineered equipment,  Copper, 12-HAS, Base Oils, Plastic Pails w/Lids, Miscellaneous Electronic components due to the reduced WW capacity.  The game of reduced supply to increase prices?. Many, quite often.
Commodities DOWN in Price:  
Computers and accessories, Labor, electrical cable;   commodities made from stainless steel, Will we ever see this, again?
WHAT OUR RESPONDENTS ARE SAYING ...

Healthcare
No comments this month.
Computer Manufacturing
Shortages and prices are on the rise due to a World Wide reduction in capacity or closings due to the economy is placing pressure on supply and costs.
Oil & Gas {Mfg, Services, Contract Services}

Have backlog for the first 4 months of the year.
Consolidation has influenced production.  Sales continue to increase.
Try to work down our raw stock, buying only items which are getting low.
Electronics

Orders continue to be 60+% higher in the last month of the quarter.  This causes a rush on that month each quarter.  Increases are due to sales incentives to meet the goal late in the quarters.
Manufacturing
Business continues to be slow.  Prospects for change soon appear dim.
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.
Our shop is going to be busy for at least the next 3 months.  Quotation activity is good. Just need to convert some of them into orders to keep the momentum going.

Allocations, No Stock and long lead times… Don't make until you Buy, more Suppliers want NCNR as in "we don't want them back" for any reason.
Miscellaneous
I see there is a BIG DEAL jobs summit at the White House today.  It is disappointing to see that no one from manufacturing is there.  Do they really think the government, unions and economists are going to give us economic progress?  I don’t think anyone who creates wealth is at this “summit”.
Most items are unchanged in pricing from the previous month. Prices on the downside may reflect better comps and economies of measure.
Due to the economy, it is easier for lead times be reduced by the application of money for expedited deliveries, even with foreign suppliers.

PMI Index Summary Table          
                                  November, 2009                                                         Index 2009 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV

	 Sales
	38%
	29%
	27%
	7%
	
	-28
	-13
	-30
	-22
	-22
	-5
	5
	9
	11

	 Production
	16%
	49%
	18%
	18%
	
	-18
	-20
	-18
	-12
	-27
	-15
	-5
	-2
	-2

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

	 Purchases
	31%
	42%
	27%
	0%
	
	-43
	-38
	-35
	-20
	-22
	-22
	2
	0
	4

	 Prices Paid (Major Purchases)
	11%
	67%
	22%
	0%
	
	-40
	-48
	-43
	-24
	-27
	-22
	-18
	-24
	-11

	Lead Times (from      Sellers)
	18%
	64%
	18%
	0%
	
	-43
	-33
	-33
	-22
	-15
	-10
	-9
	-9
	0

	 Purchased Inventory 
	7%
	51%
	24%
	18%
	
	-20
	-15
	-25
	-17
	-17
	-22
	-16
	-13
	-18

	Finished Goods  Inventory
	11%
	47%
	27%
	16%
	
	-13
	-18
	-25
	-12
	-27
	-24
	-27
	-27
	-16


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

	 
	Dec08
	Jan09
	Feb09
	Mar09
	Apr09
	May09
	Jun09
	Jul09
	Aug09
	Sep09
	Oct09
	Nov09

	Composite PMI
	45.4
	39.6
	39.6
	39.0
	40.9
	41.9
	43.5
	43.8
	46.8
	50.0
	50.6
	51.2


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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