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EMPLOYMENT!!!
Employment, Finished Goods Inventory and Major Purchase Prices UP!

The National Purchasing of Managers –- Houston reported this month that the Houston Purchasing Managers Index was 53.3 in February.  The Houston area purchasing executives are indicating that economic activity in the Houston area continued to rise slightly in February for the eleventh consecutive month.  This is the highest reading since May, 2009 when the PMI registered 39.0.  This increase, although only an increase of .1 from January still indicates continued economic growth in our area. 
The PMI, which indicates likely shifts in Production volume three or four months in advance, now shows a signal that production is continuing to move forward. 

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 Houston PMI is based on eight components had five showing gains from January to February.  The larger Increases were in Finished Goods Inventory, Prices Paid for Major Purchases and Employment.  Lead time and Production had minimum gains.  Sales Purchased Inventory and Purchases all fell over the month.  Sales were the most significant decliner falling 9 points month over month.
The large increase in Employment indicates the area is starting to bring back workers, which is a large turn around from the last couple of months and good news for those looking for work.  

The Houston PMI has averaged 47.2 over the last twelve months.  There has been an improvement of 37% since May, 2009.
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:  
Items in short supply: Nickel Flake (supplier’s Canadian mining operation continues its strike), None noted, Standard lead times and availability from suppliers, Lots….   Semiconductors, connectors, Allocations, 4-1/2”, 5-1/2”, 9-5/8” casing,  Wellheads & Trees.
Commodities UP in Price:
Zinc continues to inch up. Shrink wrap and plastic container products increased across the board as poly-resin rises. PTFE will rise after old stock is used up and is replenished with new. Cardboard stock increased 10% in February after suppliers were hit with a 12% increase, Gasoline, Titanium Pumps and Parts, Steel shapes; valves, Laboratory Equipment, Meats and Poultry are slightly up attributed to clean and/or bio-fuels competing for livestock feed (corn/grain products), Pulp market has stayed tight in January in North America supported by moderately improved paper demand and reduced pulp-supply due to mainly weather-related pulp production constraints.  Paper industry remains subdued, Some Major manufactured goods – Turbine Parts, Linerboard and paperboard both rose officially and fairly strongly.  Another industry increase has been announced on top of this latest one – TBD,  Stainless & Carbon Steels, Steel is moving up, General maintenance services, Pipe, ERW Pipe is rising monthly due to longer lead times from coil suppliers.
Commodities DOWN in Price:  
The prices we get for what we make & sell, thus reducing margins.  Really, Laboratory Consumables, Some consumable supplies, Copper (until the Chilean earthquake), Computer equipment.
WHAT OUR RESPONDENTS ARE SAYING ...
Computer Manufacturing
The reduction in manufacturing capacity or closings due to the economy is still placing pressure on the electronic equipment suppliers.
Oil & Gas {Mfg, Services, Contract Services}

A slight increase in Sales, still.
Many of the Big oil companies are yelling about quality and safety but are then selecting the lowest price.  The end result could be the financial collapse of some of the smaller EPC companies.
Business is picking up slowly and we are hoping that the upturn continues.
One of our better sales months over the last year.  Rig count is still on the up side.
Some suppliers think they are entitled to price increases just because of the passage of time.  There are no raw materials & very few commodities that should not have lower manufacturing costs now than they had in mid-2008.  If a supplier is charging more now than 2 years ago, just say “NO.”
Layoffs occurred past month but workload increasing.
Manufacturing
New orders and shipments were not good for us in February, however the shop was working overtime and purchasing was extremely busy.  Getting mixed messages from our vendors.  Some are getting busy again and working overtime, while others still have open capacity and are out trying to find work.  We are working real hard to have a good March to make up for the short fall last month and hit our numbers for the quarter
Miscellaneous
Force Majeure being erroneously used by suppliers as resin prices continue to rise without any apparent economic reason, negatively impacting pricing on plastic containers in general.  Employment is improving. Workload is definitely increasing. Best Sales Month in over a year!
Our order entry each month has bounced between very good and very bad.  No stability for this business.

Employment gradually increasing, but slowly.

PMI Index Summary Table          
                                  February, 2010                                                         Index 2009 – 2010 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB

	 Sales
	36%
	36%
	20%
	7%
	
	-22
	-22
	-5
	5
	9
	11
	19
	25
	16

	 Production
	27%
	50%
	7%
	16%
	
	-12
	-27
	-15
	-5
	-2
	-2
	12
	18
	20

	 Employment
	16%
	57%
	27%
	0%
	
	-32
	-29
	-27
	-23
	-16
	-16
	-21
	-20
	-11

	 Purchases
	43%
	39%
	18%
	0%
	
	-20
	-22
	-22
	2
	0
	4
	2
	27
	25

	 Prices Paid (Major Purchases)
	30%
	57%
	14%
	0%
	
	-24
	-27
	-22
	-18
	-24
	-11
	-7
	7
	16

	Lead Times (from      Sellers)
	27%
	59%
	14%
	0%
	
	-22
	-15
	-10
	-9
	-9
	0
	0
	7
	14

	 Purchased Inventory 
	23%
	48%
	11%
	18%
	
	-17
	-17
	-22
	-16
	-13
	-18
	-19
	18
	11

	Finished Goods  Inventory
	27%
	34%
	20%
	18%
	
	-12
	-27
	-24
	-27
	-27
	-16
	-7
	-5
	7


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

	 
	Mar09
	Apr09
	May09
	Jun09
	Jul09
	Aug09
	Sep09
	Oct09
	Nov09
	Dec09
	Jan10
	Feb10

	Composite PMI
	39.0
	40.9
	41.9
	43.5
	43.8
	46.8
	50.0
	50.6
	51.2
	51.9
	53.2
	53.3


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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