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PURCHASED MATERIAL INVENTORY LEADS!
Purchases Material Inventory, Employment and Sales Leading Indicators!

The National Purchasing of Managers –- Houston reported this month that the Houston Purchasing Managers Index was 59.0 in April.  The Houston area Purchasing Executives reported that economic activity in the Houston area continued to improve in May for the fourteenth 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 with five reporting gains during April.  
The leading indicators were in Purchased Material Inventory 19, Employment 9 and Sales 30 PMI.  Purchased Material Inventory was a 19 point improvement from last month.

Employment at 9 PMI was a 9 point increase from April.   Sales increased to 30, while Lead Times moved from 23 to 26.  Production rose 2 PMI to 28.  Purchases and Prices Paid both fell to 26.  Finished Goods Inventory was down 3 points to -12.  This category is a reverse indicator where down is good.
The increase in Employment to 9 indicates that 86% of our respondent’s are holding employment levels or bring back workers, which is a large turn around from the last couple of months and continued good news for those looking for work.  

The Houston PMI has averaged 51.4 over the last twelve months.  There has been an improvement in the PMI number of 51.2% 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, Labor unrest in China.  Real situation is not hitting the papers / internet and the US does not get the full story.   Consequently many US businesses that conduct business in China are not in the know, TiO2, lumber, corrugated, Castings, Forgings, Nickel Flake continues to haunt production as supplier’s Canadian mining operation continues its strike into its 10th month, Quality PTFE stock, Ester Gum, Some items are scarce as ingredients for dispersants in the Gulf spill.

Commodities UP in Price:
fuel, paper products, Paper, Prices on the UP side: TiO2, pallets, boxes, pigments, Chemical, Rubber goods, Bar, Petroleum based products have flattened out, Poly Resins, shrink wrap, some sizes of pail/lids, China labor, Pumps, Carbon Steel, Stainless Steel, Copper, Plastic and FRP Pipe, Valves and Fittings.

Commodities DOWN in Price:  
Computer equipment, copoly resin, homopoly resin, Copper slipped during this month, Zinc and zinc products continue a downward trend for the last two months, Some sizes of pails/lids, Gasoline.
WHAT OUR RESPONDENTS ARE SAYING ...
Computer Manufacturing
Sales up then down.  Nothing level or constant.
Healthcare

Expansion in full swing.
Electronics
Double bookings are occurring.  OEMs are encouraging it.  The contract manufacturers and the suppliers are going to get burned.
Oil & Gas {Mfg, Services, Contract Services}

33 rigs, roughly 1/3 of the deep water rigs, out of work this week.
Our Sales for May were slightly up from April.   Added one person in the shipping and receiving department.
New jobs have slowed slightly.
The moratorium on drilling in the gulf and the continuing damage caused by oil spill to local businesses will likely have an adverse effect on the gulf coast and Houston economies.

Everything is winding down.  Requisitions are coming in slower & slower.
Manufacturing
TiO2 is really hard to get, 45 day lead time.
Pulls on raw materials continue to increase. Purchasing continues having difficulty keeping pace with production. Delivery releases continue to be accelerated forward or quantities increased to adjust for production runs. Suppliers are challenged to provide raw materials in time.
The main problem now is finding people to staff the operation.
We are already seeing some negative effect to our business due to the oil spill and the moratorium on drilling in the Gulf of Mexico.  Too early to tell what the long term impact on sales will be.

Miscellaneous
May 2010 sales below forecast, but business and profits still strong.  
Recycled paperboard lead times have gone out 6-7 weeks from what used to be 3-4.  Linerboard remains so tight that some converters are beginning to cut export orders to fill domestic demand.  Converter capacities appear to be around 96-100% range.  In fact some orders have been delayed due to waiting on paper.
PMI Index Summary Table          
                                  May, 2010                                                         Index 2009 – 2010 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	APR
	MAY

	 Sales
	47%
	30%
	16%
	7%
	
	5
	9
	11
	19
	25
	16
	11
	23
	30

	 Production
	35%
	47%
	7%
	12%
	
	-5
	-2
	-2
	12
	18
	20
	20
	26
	28

	 Employment
	23%
	63%
	14%
	0%
	
	-23
	-16
	-16
	-21
	-20
	-11
	-2
	0
	9

	 Purchases
	42%
	42%
	16%
	0%
	
	2
	0
	4
	2
	27
	25
	27
	28
	26

	 Prices Paid (Major Purchases)
	35%
	56%
	9%
	0%
	
	-18
	-24
	-11
	-7
	7
	16
	18
	28
	26

	Lead Times (from      Sellers)
	35%
	56%
	9%
	0%
	
	-9
	-9
	0
	0
	7
	14
	16
	23
	26

	 Purchased Inventory 
	26%
	49%
	7%
	19%
	
	-16
	-13
	-18
	-19
	18
	11
	7
	0
	19

	Finished Goods  Inventory
	12%
	47%
	23%
	19%
	
	-27
	-27
	-16
	-7
	-5
	7
	-7
	-9
	-12


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

	 
	Jun09
	Jul09
	Aug09
	Sep09
	Oct09
	Nov09
	Dec09
	Jan10
	Feb10
	Mar10
	Apr10
	May10

	Composite PMI
	43.5
	43.8
	46.8
	50.0
	50.6
	51.2
	51.9
	53.2
	53.3
	55.3
	58.1
	59.0


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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