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HOUSTON ECONOMY CONTINUES CLIMB!
Purchased Inventory, Sales, Finished Goods Inventory Leading Indexes
The National Association of Purchasing Managers –- Houston reported this month that the Houston Purchasing Managers Index PMI was 54.7 in October.  Economic activity in the Houston area has been positive for the last thirteen consecutive months and strengthened another 1.1 points this month.  This is an indication that economic growth is continuing to improve 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 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 seven of the eight reporting positive during October.  
The leading items were the two inverse indicators, Purchased Inventory, which fell from 2 to -5 and the Finished Goods Inventory at 5 down from 9 last month.  Sales rose five points to 21.  That is the highest number for Sales since May, 2010.   Production at 21 and Prices Paid at 7 increased by 2 modest points each.  These increases were offset by a 5 point decline in Purchases at 21.  Employment -2 and Lead Times 12 remained the same for the month.
Employment indicates that our respondent’s were holding the employment level.  This number is equal to the employment level in March and July, 2010.  This indicates that 81% of the respondents had the Same or Increased Employment levels.  This is good news for those looking for work.
The Houston PMI has averaged 54.2 over the last twelve months.  There has been an improvement in the PMI number of 28.7% 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 issues this month, Copper flake (vendor is at 95% capacity) titanium dioxide and grease grade zinc, PVDF resins, PVC/CPVC pipe and fittings, Tier 3 off road diesel engines, Frac services, Some IC’s are on allocation, long lead.
Commodities UP in Price:
gasoline, Copper flake and grease grade zinc, Lots..  Electronics/Electro Mechanical; wire, Steel fabrications.
Commodities DOWN in Price:  
computers & components, Acetone, and plastic containers, Will we see this?.

WHAT OUR RESPONDENTS ARE SAYING ...
Healthcare

Hiring is starting up again.  Purchases have increased due to expansion.
Oil & Gas {Mfg, Services, Contract Services}

New orders were down this month but we are hoping to pick up after the first of the year.
SO’s are developing…  Aahhhh!!!

Watching natural gas prices carefully.
Manufacturing
For us business is improving.  Let us hope it lasts.
Going through a rough period right now.  Sales Dept. is feeling the pressure to perform usually reserved for the operations side of the business.  Now that the elections are over, maybe businesses will leave the sidelines and get back in the game.  Who knows?  The crystal ball is still too cloudy.
Miscellaneous
We are unable to process requests as quickly as procedure suggest. Raw material turns remain high. Change Orders interjecting increases in material and/or delivery dates outnumber new requests. Weekend shifts have restarted. Warehouse has been reconfigured to accommodate more raw material and finished goods.
PMI Index Summary Table          
                                  October, 2010                                                              Index 2010 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	FEB
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT

	 Sales
	40%
	35%
	19%
	7%
	
	16
	11
	23
	30
	12
	5
	16
	16
	21

	 Production
	35%
	40%
	14%
	12%
	
	20
	20
	26
	28
	19
	16
	9
	19
	21

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

	 Purchases
	35%
	51%
	14%
	0%
	
	25
	27
	28
	26
	9
	0
	19
	26
	21

	 Prices Paid (Major Purchases)
	26%
	56%
	19%
	0%
	
	16
	18
	28
	26
	12
	7
	-2
	5
	7

	Lead Times (from      Sellers)
	23%
	65%
	12%
	0%
	
	14
	16
	23
	26
	21
	16
	19
	12
	12

	 Purchased Inventory 
	12%
	53%
	16%
	19%
	
	11
	7
	0
	19
	9
	12
	7
	2
	-5

	Finished Goods  Inventory
	21%
	44%
	16%
	19%
	
	7
	-7
	-9
	-12
	-16
	-5
	0
	9
	5


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

	 
	Nov09
	Dec09
	Jan10
	Feb10
	Mar10
	Apr10
	May10
	Jun10
	Jul10
	Aug10
	Sep10
	Oct10

	Composite PMI
	51.2
	51.9
	53.2
	53.3
	55.3
	58.1
	59.0
	55.6
	52.4
	52.5
	53.6
	54.7


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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