National Association of Purchasing Management - Houston, Inc.

PO Box 771203 - Houston, Texas 77215-1203 

NAPM - HOUSTON BUSINESS REPORT
December 10, 2010                                by Mike Valant, C.P.M., A.P.P.
281 240-4972
                                                                                              Miekv1@windstream.net
Copyright 2010 by NAPM-Houston, Inc.   All Rights Reserved

HOUSTON ECONOMY IMPROVING!
Production and Purchases were Leading Indexes
The National Association of Purchasing Managers –- Houston reported this month that the Houston Purchasing Managers Index PMI was 56.3 in November.  Economic activity in the Houston area has been positive for the last fourteen consecutive months and strengthened another 1.6 points this last month.  This is an indication that positive economic growth is continuing 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 all eight reporting positive during November.  
The leading items were the complementing indicators, Production rose from 21 to 30 and Purchases 
improved to 30 from 21 last month.  Both items are at the highest level in 2010.  Sales rose seven points to 28.  That is the highest number for Sales since May, 2010.   Employment at 5 PMI arose out of negative PMI it has been at for the last four months.  Prices Paid at 9 and Finished Goods Inventory at 7 both improved by 2 PMI points for the month.  The major negative for the month was that Purchased Inventory went up to 5, 10 points up from last month.  Increased Inventory is a negative indicator, but may be just a build up in anticipation of continued improvement in 2011. 
The latest Employment number indicates that our respondent’s improved 5% from last month.  This number is equal to the employment level in June, 2010.  84% of the respondents had the Same or Increased Employment levels.  This is great news for those looking for new opportunities.

The Houston PMI has averaged 54.7 over the last twelve months.  There has been an improvement in the PMI number of 30.7% 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 at this time, Hear that 4130 material is hard to find, Castings, Forgings, copper flake (vendor is at 95% capacity) titanium dioxide and grease grade zinc, Tier 3 off road diesel engines, No major problems but lead times are extending, Lead times are coming down on semiconductor and related electromechanical products, Labor in North Dakota, Improvement in Lead-times.
Commodities UP in Price:
Gasoline have been very volatile, copper flake, graphite, grease grade zinc, PTFE’s, and base oils, Pricing is stabilizing as price increases have subsided.  Price concessions are not being offered, Drilling services, poly resin based products; announcement for tire pricing increase January 1, ERW Carbon Steel Pipe, Lubricants, forklift batteries.
Commodities DOWN in Price:  
Computers & components, polybutenes, glycols, silicone fluids, Octopol products, and pallets, Jobs in the USA!
WHAT OUR RESPONDENTS ARE SAYING ...
Healthcare

Hiring is back on, filling positions for the new expansion, computer products.

Electronics

With the recent inventory buildup and anticipated end of the year buying pattern (consumer and commercial), the hope is demand continues into 2011.  There is cautious optimism for Q1 2011 but the demand is hard to forecast.  Q1 and Q2 will provide a very good indication if our economy can prosper.  Happy Holidays to all!
Oil & Gas {Mfg, Services, Contract Services}

Looking up! Sales orders are coming in.
Rig count is predicted to go up by as much as 15% next year due new activity in the shale reserves. This would be fantastic for all those in the Oil & Gas Industry.
Saw no changes in anything this month.
Manufacturing
Business has improved significantly since early in 2010.
New orders continue to slide which is forcing us to rethink what our year-end sales and profit numbers are going to look like.  Not a pretty picture at this time.  Overall, unemployment figures are up.  The economy in general is not great and yet we are starting to see price increase notices from some suppliers beginning in January, 2011.   Do they know something that we don’t?  Business opportunities and competition are keeping us from raising prices.  President Obama’s oil policies are not helping business either.
Miscellaneous
The tempo continues to suggest this will be a banner year. 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          
                                  November, 2010                                                              Index 2010 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV

	 Sales
	49%
	23%
	21%
	7%
	
	11
	23
	30
	12
	5
	16
	16
	21
	28

	 Production
	40%
	40%
	9%
	12%
	
	20
	26
	28
	19
	16
	9
	19
	21
	30

	 Employment
	21%
	63%
	16%
	0%
	
	-2
	0
	9
	5
	-2
	-9
	-2
	-2
	5

	 Purchases
	44%
	42%
	14%
	0%
	
	27
	28
	26
	9
	0
	19
	26
	21
	30

	 Prices Paid (Major Purchases)
	26%
	58%
	16%
	0%
	
	18
	28
	26
	12
	7
	-2
	5
	7
	9

	Lead Times (from      Sellers)
	19%
	67%
	14%
	0%
	
	16
	23
	26
	21
	16
	19
	12
	12
	5

	 Purchased Inventory 
	19%
	49%
	14%
	19%
	
	7
	0
	19
	9
	12
	7
	2
	-5
	5

	Finished Goods  Inventory
	23%
	42%
	16%
	19%
	
	-7
	-9
	-12
	-16
	-5
	0
	9
	5
	7


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

	 
	Dec09
	Jan10
	Feb10
	Mar10
	Apr10
	May10
	Jun10
	Jul10
	Aug10
	Sep10
	Oct10
	Nov10

	Composite PMI
	51.9
	53.2
	53.3
	55.3
	58.1
	59.0
	55.6
	52.4
	52.5
	53.6
	54.7
	56.3


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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