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HOUSTON ECONOMIC ACTIVITY WEAKENS!
Purchases, Sales and Employment Leaders

The National Purchasing of Managers –- Houston reported this month that the Houston Purchasing Managers Index was 52.4 in July.  The Houston area Purchasing Executives reported that economic activity in the Houston area although positive for the last eleven consecutive months, pulled back to the lowest level in 2010.  This is still a continuing indication that economic growth is improving in our area, but the federal government shut down of deep offshore drilling impact is more evident this month.  We are also feeling indications of the new healthcare and financial legislation passed recently.
The PMI, which indicates likely shifts in Production volume three or four months in advance, now shows a signal that production is still continuing to move forward, but not at the pace seen earlier in 2010.  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.  
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 six of the eight reporting reductions during July.  
The greatest reductions were in the Purchases index, which fell from 9 to 0, while Sales declined from 12 to 5.  Employment at 5 PMI was a 7 point decrease to -2 from June.   Prices Paid at a 5 PMI and Lead Times at 16, both fell 5 points for the period.  Production reduced to 16 down 3 points.  The interesting items were the two items considered reverse indicators improved.  Purchased Inventory moved up to 12, three points better then last month and the Finished Inventory when up to -5 from -16 as the only positive signs for the month.
The change in Employment to -2 is the result of a 2% reduction in our respondent’s bringing back workers.  This new number takes us back to the same employment level as March, 2010.  Although another fall back, we are still showing 77% are up or the same.  This is the result of a 7% shift from UP to same employment and may NOT be good news for those looking for work.
The Houston PMI has averaged 53.8 over the last twelve months.  There has been an improvement in the PMI number of 34.4% 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:  
drug – heparin, Castings, Forgings, Nickel Flake continues to haunt production, but improving, Quality PTFE stock, Silicones, Some items are artificially scarce as they are ingredients for dispersants in the Gulf spill, Qualified field personnel, Allocations, Drilling rigs in South Texas, Good Jobs.
Commodities UP in Price:
fuel is up and down this month, Petroleum base oils continue to creep upward, Paper products and cardboard prices have started to climb, Temporary staffing, playground equipment, Drilling rig day rate; Trucking, Gasoline, Electric Motors.
Commodities DOWN in Price:  
Vendors are hungry most products are more negotiable, ALL Stainless Steel Products, Printing Services, Copper slipped during this month, Zinc and zinc products continue a downward trend for the last three months, Poly Resins have had another published price drop, Some metal drums have dropped possibly due to competition by Purchasing, Polyethylene resin & films, Resin related items.

WHAT OUR RESPONDENTS ARE SAYING ...
Computer Manufacturing
Continued manpower reductions due to outsourcing of purchasing and planning positions.
Healthcare
Freeze on hiring at this time.  Positions must go to CEO for final approval.

Financial
The new financial reform law signed by Obama represents the broadest changes to financial rules since the Great Depression. It will take months to implement the new law and determine its final impact on consumers and businesses.
Oil & Gas {Mfg, Services, Contract Services}

Sales about same as last month.

Drilling Moratorium is costing business & jobs
slow down in Sales.
Manufacturing
Our business forecast for the next couple of months or so continues to look gloomy.   Not sure what is going on.  Some of our suppliers are busy and increasing their lead times (and prices) while others are down 20 to 40% off last year’s business.  Customers are buying only what they need and waiting until they absolutely have to have it.  That puts further strain on the supply chain as you try to staff and maintain inventory levels to support current business levels. 
Miscellaneous
The strike at the nickel plant has ended.  Production should overcome shortages in the next 90 days.
Pulls on raw materials continue to increase. More requests are entering the system as “out” or “ASAP” Multi-Supplier awards are proving beneficial to stem back orders of raw material. Very very busy! Long hours and six day work weeks are not uncommon.
There is a slight improvement in business.  2010 will probably show some growth over 2009.

PMI Index Summary Table          
                                  July, 2010                                                                     Index 2009 – 2010 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	NOV
	DEC
	JAN
	FEB
	MAR
	APR
	MAY
	JUN
	JUL

	 Sales
	33%
	33%
	28%
	7%
	
	11
	19
	25
	16
	11
	23
	30
	12
	5

	 Production
	30%
	44%
	14%
	12%
	
	-2
	12
	18
	20
	20
	26
	28
	19
	16

	 Employment
	21%
	56%
	23%
	0%
	
	-16
	-21
	-20
	-11
	-2
	0
	9
	5
	-2

	 Purchases
	23%
	53%
	23%
	0%
	
	4
	2
	27
	25
	27
	28
	26
	9
	0

	 Prices Paid (Major Purchases)
	23%
	60%
	16%
	0%
	
	-11
	-7
	7
	16
	18
	28
	26
	12
	7

	Lead Times (from      Sellers)
	28%
	60%
	12%
	0%
	
	0
	0
	7
	14
	16
	23
	26
	21
	16

	 Purchased Inventory 
	19%
	56%
	7%
	19%
	
	-18
	-19
	18
	11
	7
	0
	19
	9
	12

	Finished Goods  Inventory
	16%
	44%
	21%
	19%
	
	-16
	-7
	-5
	7
	-7
	-9
	-12
	-16
	-5


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

	 
	Aug09
	Sep09
	Oct09
	Nov09
	Dec09
	Jan10
	Feb10
	Mar10
	Apr10
	May10
	Jun10
	Jul10

	Composite PMI
	46.8
	50.0
	50.6
	51.2
	51.9
	53.2
	53.3
	55.3
	58.1
	59.0
	55.6
	52.4


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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