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HOUSTON ECONOMY SLIGHTLY UP!
Production, Purchases and Prices Paid Leading Indexes

The National Purchasing of Managers –- Houston reported this month that the Houston Purchasing Managers Index PMI was 53.6 in September.  The Houston Purchasing Executives reported that economic activity in the Houston area has been positive for the last twelve consecutive months and improved 1.1 PMI in September.  This is a continuing indication that economic growth is improving in our area, but the federal government new healthcare and financial legislation passed recently and the deep water drilling band is still delaying expansion.
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 five of the eight reporting increases during September.  
The leading indicator was the Production index, which rose from 5 to 19.  The Finished Goods Inventory at 9 up from 0 last month. Purchases at 26, Prices Paid at 5 and Employment at -2 all increased 7 points this month.  These increases were offset by a 7 point fall of the Lead Time index and the 5 point decline of the Purchased Inventory PMI.  Sales remained the same at 16 PMI.
The change in Employment was the result of a 5% improvement in our respondent’s holding the employment level.  This new number takes us back to the employment level in March and July, 2010.  We are now indicating 81% had the Same or Increased Employment levels.  This is better news for those looking for work.
The Houston PMI has averaged 53.9 over the last twelve months.  There has been an improvement in the PMI number of 27.2% 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:  
Specialty suture, specialty catheters, Medical screening services, Qualified drivers/trucks/trailers, Copper Flake as vendor is at max capacity and unable to catch up with Demand, Big improvement in Lead times.
Commodities UP in Price:
No change, Zinc Oxide due to a factory fire, Copper Flake, What's not?, Titanium and related items.
Commodities DOWN in Price:  
computers and components, Electricity, forklift batteries, Acetone and Small to medium cost savings produced by true competition, Ha! Ha!.

WHAT OUR RESPONDENTS ARE SAYING ...
Healthcare

Opening new facility in one month, purchasing is at an all time high.
Computer Manufacturing
Outsourcing still increasing and employment reducing. 

Individual workloads increasing due to manpower reductions.
Orders coming at end of quarter causing catch up activity.

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}

Drilling Moratorium is costing business & jobs!!!
Manufacturing
Modest overtime hours now available for all employees.

Our new order entry for 2010 through September is only 4% less than for all of 2009;  a big improvement.

Sales Dept. is still very busy quoting projects, but the customers are not releasing them for procurement.  Backlog is no where near where it needs to be for a healthy fourth quarter.  It appears everyone is holding back waiting to see what the election results are going to be.  Company has released all contract workers, slashed overtime, and is not replacing anyone that leaves the company. 
SO/Quotes that were pending are beginning to roll in!

Miscellaneous
Raw material pulls have eased. “Out” and “ASAP” requests remain high.
Change Orders adding material and/or delivery dates outnumber change orders to push back deliveries approx 4 to 1.

PMI Index Summary Table          
                                  September, 2010                                                              Index 2010 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	JAN
	FEB
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP

	 Sales
	37%
	35%
	21%
	7%
	
	25
	16
	11
	23
	30
	12
	5
	16
	16

	 Production
	33%
	42%
	14%
	12%
	
	18
	20
	20
	26
	28
	19
	16
	9
	19

	 Employment
	16%
	65%
	19%
	0%
	
	-20
	-11
	-2
	0
	9
	5
	-2
	-9
	-2

	 Purchases
	40%
	47%
	14%
	0%
	
	27
	25
	27
	28
	26
	9
	0
	19
	26

	 Prices Paid (Major Purchases)
	21%
	63%
	16%
	0%
	
	7
	16
	18
	28
	26
	12
	7
	-2
	5

	Lead Times (from      Sellers)
	21%
	70%
	9%
	0%
	
	7
	14
	16
	23
	26
	21
	16
	19
	12

	 Purchased Inventory 
	16%
	51%
	14%
	19%
	
	18
	11
	7
	0
	19
	9
	12
	7
	2

	Finished Goods  Inventory
	23%
	44%
	14%
	19%
	
	-5
	7
	-7
	-9
	-12
	-16
	-5
	0
	9


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

	 
	Oct09
	Nov09
	Dec09
	Jan10
	Feb10
	Mar10
	Apr10
	May10
	Jun10
	Jul10
	Aug10
	Sep10

	Composite PMI
	50.6
	51.2
	51.9
	53.2
	53.3
	55.3
	58.1
	59.0
	55.6
	52.4
	52.5
	53.6


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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