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Sales Coming Back!
Purchases and Prices Paid (Major Purchases) Leading Indicators!

The National Purchasing of Managers –- Houston reported this month that the Houston Purchasing Managers Index was 58.1 in April.  The Houston area Purchasing Executives reported that economic activity in the Houston area continued to improve in April for the thirteenth consecutive month.  This is the highest reading since March, 2009 when the PMI registered 39.0.  This increase is a continuing indication that economic growth is improving 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, 2009 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 which is based on eight components had all eight reporting gains during April.  The leading indicators were in Purchases and Prices Paid (Major Purchases) at 28 PMI.  Sales were at 23 and actually a 12 point increase from March.   Production increased to 26, while Lead Times moved from 16 to 23.  Purchased Inventory 0 and Finished Goods Inventory -9 both fell.  These categories are a reverse indicator where down is good.
The increase in Employment to 0 indicates that most of our respondent’s are 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 50.0 over the last twelve months.  There has been an improvement in the PMI number of 49% since March, 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:  
No problem with backorders at this time, Castings, Forgings, Nickel Flake continues to haunt production as supplier’s Canadian mining operation continues its strike, items that require high labor content, In US oil onshore oil producing areas there are some shortages of personnel and equipment.  

Commodities UP in Price:
Gasoline, Chemical, Rubber goods, Bar, Petroleum based products after moving upward the last two months have started to flatten out the latter part of this month as the barrel hovers between $80-85, Steel prices are tending up, most all components are having increased pricing, Labor, fuel and any oil based product (poly: stretch wrap, bags), Linerboard and all carton board/paper substrates here have gone again, Paper products are increasing in price.  
Commodities DOWN in Price:  
Computer equipment, Copper has flattened and slipped during this month, Zinc and zinc products have shown a downward trend for the last two months, None.  
WHAT OUR RESPONDENTS ARE SAYING ...
Computer Manufacturing
Huge upside in orders within the last two weeks of the month due mainly to special deals offerings.
Healthcare

Although we are still hiring, vacant positions must be justified by an executive committee for approval.

Electronics
We are seeing cancellations by major OEMs due to reduced demand.  Is this possible double bookings again?
Financial
Economy seems to be recovering somewhat, salary freeze lifted, returning to somewhat of a normal operating mode.

Oil & Gas {Mfg, Services, Contract Services}

Business is slowly increasing.
Manufacturing
Business for us seems to be improving slightly.  Our first three months were equal to one-third of last year so the decline has stopped.  Growth so far is minimal.  
Small increase in sales, but still waiting for sales to match production capacity.

Miscellaneous
Pulling faster turns on raw materials. Purchasing is having difficulty keeping pace with production. We are moving many delivery releases forward to adjust for production runs and increasing amounts delivered.  
Paper is beginning to be in tight supply in some cases.

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

	 Sales
	37%
	42%
	14%
	7%
	
	-5
	5
	9
	11
	19
	25
	16
	11
	23

	 Production
	33%
	47%
	7%
	14%
	
	-15
	-5
	-2
	-2
	12
	18
	20
	20
	26

	 Employment
	19%
	63%
	19%
	0%
	
	-27
	-23
	-16
	-16
	-21
	-20
	-11
	-2
	0

	 Purchases
	40%
	49%
	12%
	0%
	
	-22
	2
	0
	4
	2
	27
	25
	27
	28

	 Prices Paid (Major Purchases)
	35%
	58%
	7%
	0%
	
	-22
	-18
	-24
	-11
	-7
	7
	16
	18
	28

	Lead Times (from      Sellers)
	30%
	63%
	7%
	0%
	
	-10
	-9
	-9
	0
	0
	7
	14
	16
	23

	 Purchased Inventory 
	9%
	63%
	9%
	19%
	
	-22
	-16
	-13
	-18
	-19
	18
	11
	7
	0

	Finished Goods  Inventory
	12%
	49%
	21%
	19%
	
	-24
	-27
	-27
	-16
	-7
	-5
	7
	-7
	-9


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

	 
	May09
	Jun09
	Jul09
	Aug09
	Sep09
	Oct09
	Nov09
	Dec09
	Jan10
	Feb10
	Mar10
	Apr10

	Composite PMI
	41.9
	43.5
	43.8
	46.8
	50.0
	50.6
	51.2
	51.9
	53.2
	53.3
	55.3
	58.1


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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