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HOUSTON PMI AT EIGHT MONTH HIGH!
Prices Paid and Purchased Inventory Growing
The Institute for Supply Management –- Houston reported this month that the Houston Purchasing Managers Index PMI was 58.2 in January.  Economic activity in the Houston area has been positive for the last sixteen consecutive months and strengthened 0.6 points this last month.  This is equal to April, 2010 before the 2010 high in May.
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 in early 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 reporting positive during January.
Prices Paid was the leading indicator increasing 27 points to 39 PMI.  Purchased Inventory climbed from 2 to 20.  An 18 point negative economic movement for this reverse indicator, since inventory builds when demand is down, but this appears to be a positive 
inventory build in anticipation of an increased demand.  
Employment reversed this month falling to 5 from 10 PMI last month.  This is turn after four consecutive months of increase.  Production at 37 and Finished Goods Inventory at 5 increased 10 points each in January.  Sales increased from 27 to 32 PMI.  This is the highest score thru all of 2010 and 2011.  Purchases increased a modest 2 points to 24 and Lead times continued to rise from 15 to 17.
The latest Employment number indicates that our respondent’s reduced hiring employment 5% from last month, but kept the employment level.  This number still indicates employment is at the highest level in 2010-11.  88% of the respondents had the Same or Increased Employment levels.  This is not as good news for those looking for jobs at this time.

The Houston PMI has averaged 55.6 over the last twelve months.  There has been an improvement in the PMI number of 33.0% since March, 2009.
The Institute for Supply Management - 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:  
Battery chargers for monitoring equipment, e.g. Polyol Oleate, and drivers for 6000 Gallon Tankers, Pumping services and associated products (Guar and frac sand), Miscellaneous electronic components on allocation causing delayed shipments.

Commodities UP in Price:
Prices have remained stable this month, Casting, Forging, Bar and Tubing, packaging – steel and plastic pails, cardboard, shrink-wrap, etc., petroleum based chemical compounds, and copper. Almost all suppliers have submitted one or more increases this month (some are unsubstantiated), Pumping services and associated products, Copper Rod, Natural Gas, due to severe wintery conditions, slight up tick in equipment rental, fuel, Office supplies, Steel suppliers are warning of price increases.  We are not building stock but are adopting a wait and see attitude.  At the same time staying on top of supply to keep the shop going, PVC, Pumps, Carbon Steel, Stainless Steel, Electrical Components, Gasoline, Precious Metals, Several electronic components prices on increase.
Commodities DOWN in Price:  
Computers and components remain very competitive, Prices on the DOWN side are almost non-existent. Working with suppliers to find additional efficiencies to mitigate price increases, Contract labor.
WHAT OUR RESPONDENTS ARE SAYING ...
Healthcare

Busy expediting orders for the opening of our inpatient rooms at our new community hospital.  Starting equipment ordering for our new Maternity Building to open the first of 2012.
Activity levels for the most part have remained the same.

Electronics

Backlog building and supply delay due to more and more component shortages!
Oil & Gas {Mfg, Services, Contract Services}

Steel mills announced immediate $125/ton price increase; Drilling rig rates are increasing too.
Business is slowly improving.
Steel mills announced immediate $125/ton price increase; Drilling rig rates are increasing too.

Budget spend dollars will continue to be invested in International upstream projects to maintain and increase more reserves of oil & gas.

Manufacturing
Business has improved as some users are starting to replace old equipment rather than keep repairing.  Will this last awhile?
Revenue/profit for the first quarter will be down.  Seeing some up tick in business opportunities for the second and third quarter, but have to book them before we get confident that business is on the upswing.

Miscellaneous
Severe weather has caused the up tick in fuel prices as well as natural gas prices, two essential raw materials to our company’s business. The employment market looks unchanged, with no significant effect on our company.
Sales and production were up due to higher demand due to severe weather.
Overall sales continue to rise with the completion of the holiday season. Raw material and finished goods turns continue to exceed requirements.

PMI Index Summary Table          
                                  January, 2010                                                            Index 2010 - 2011 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN

	 Sales
	49%
	27%
	17%
	7%
	
	30
	12
	5
	16
	16
	21
	28
	27
	32

	 Production
	46%
	32%
	10%
	12%
	
	28
	19
	16
	9
	19
	21
	30
	27
	37

	 Employment
	17%
	71%
	12%
	0%
	
	9
	5
	-2
	-9
	-2
	-2
	5
	10
	5

	 Purchases
	34%
	56%
	10%
	0%
	
	26
	9
	0
	19
	26
	21
	30
	22
	24

	 Prices Paid (Major Purchases)
	49%
	41%
	10%
	0%
	
	26
	12
	7
	-2
	5
	7
	9
	12
	39

	Lead Times (from      Sellers)
	24%
	68%
	7%
	0%
	
	26
	21
	16
	19
	12
	12
	5
	15
	17

	 Purchased Inventory 
	24%
	51%
	5%
	20%
	
	19
	9
	12
	7
	2
	-5
	5
	2
	20

	Finished Goods  Inventory
	17%
	51%
	12%
	20%
	
	-12
	-16
	-5
	0
	9
	5
	7
	-5
	5


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

	 
	Feb10
	Mar10
	Apr10
	May10
	Jun10
	Jul10
	Aug10
	Sep10
	Oct10
	Nov10
	Dec10
	Jan11

	Composite PMI
	53.3
	55.3
	58.1
	59.0
	55.6
	52.4
	52.5
	53.6
	54.7
	56.3
	57.6
	58.2


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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