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HOUSTON ECONOMY STILL EXPANDING!
Prices and Purchased Inventory were Leading Indicators
The Institute for Supply Management –- Houston reported this month that the Houston Purchasing Managers Index PMI was 59.9 for March, 2011.   Economic activity in the Houston area has been positive for the last eighteen consecutive months and improved another 1.3 points over last month.  This is continues higher then the 2010 high of 59.0 in May, 2010.
The PMI, which indicates likely shifts in Production volume three or four months in advance, now shows a signal that production is still trekking forward.  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 categories reporting improvement from February to March.
Prices Paid was the leading indicator increasing 15 points to 53 PMI.  55% of our participants responded that prices increased in March, 2011.  Purchased Inventory, a reverse indicator, fell from 15 to 5 PMI.   A falling inventory shows demand over the production levels. 

Finished Goods also a reverse indicator fell from -3 to -10.  Employment at 20 increased 5 points from last month.  The other positive indicator was Lead Times increased to 25 PMI.  
Sales at 23 fell 10 points from the high last month and Production also declined 10 points to 20 PMI for the month.  The other negative for the month was Purchases, which decreased 5 points to 20.  
The latest Employment numbers indicate that our respondent’s increased employment 5 points while only 8% had a reduction in staff.  This total number indicates employment is improving and at the highest level for 2010 -11.  93% of the respondents had the Same or Increased Employment levels.  This remains to be good news for those looking for jobs at this time.

The Houston PMI has averaged 56.5 over the last twelve months.  There has been an improvement in the PMI number of 34.9% 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:  
Pharmaceuticals, Polyol Oleate, certain HVI base oils, titanium oxide. Avoided many more shortages by providing suppliers with best effort forecasts.
Commodities UP in Price:
Pharmaceuticals and vaccines, All sizes of steel drums, clays, HVI, napthenic and parathenic base oils, Pharmaceuticals and vaccines, Both plating and Winches are increasing by eleven percent.  Steel continues to go up, Fuel, catering services, fruit and vegetables, resin related items again, diesel fuel, Pipe manufacturers announcing $100 to $125 per ton increases.
Commodities DOWN in Price:  
Electricity, silicones and transportation. Maintaining current rates continues to be a challenge.
WHAT OUR RESPONDENTS ARE SAYING ...
Healthcare

Looking for a Senior Buyer with minimum (5) years experience, Healthcare preferred but not required.

Electronics

The Japan Earthquake is causing a LOT of extra effort and follow-up with suppliers, OEM Manufacturers and major distributors.

Backlog continues to rise and supply delay up due to more component shortages!
Prices are increasing due to demand surge caused by the Japan crisis is causing a run on the few available parts.

Oil & Gas {Mfg, Services, Contract Services}

Business is getting steadily better.
Drilling rig rates increasing; Pipe manufacturers announcing $100 to $125 per ton increases; Management still very optimistic for a profitable 2nd quarter; Finally adding staff to manage the increased activity.
Manufacturing
Inflation is with us.
Slow down on new Orders.
Miscellaneous
Completed this FY with a historic record breaking year.
PMI Index Summary Table          
                                  March, 2011                                                                Index 2010 - 2011 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	JUL
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR

	 Sales
	38%
	40%
	15%
	8%
	
	5
	16
	16
	21
	28
	27
	32
	33
	23

	 Production
	30%
	50%
	10%
	10%
	
	16
	9
	19
	21
	30
	27
	37
	30
	20

	 Employment
	28%
	65%
	8%
	0%
	
	-2
	-9
	-2
	-2
	5
	10
	5
	15
	20

	 Purchases
	30%
	60%
	10%
	0%
	
	0
	19
	26
	21
	30
	22
	24
	25
	20

	 Prices Paid (Major Purchases)
	55%
	43%
	3%
	0%
	
	7
	-2
	5
	7
	9
	12
	39
	38
	53

	Lead Times (from      Sellers)
	30%
	65%
	5%
	0%
	
	16
	19
	12
	12
	5
	15
	17
	23
	25

	 Purchased Inventory 
	15%
	55%
	10%
	20%
	
	12
	7
	2
	-5
	5
	2
	20
	15
	5

	Finished Goods  Inventory
	13%
	45%
	23%
	20%
	
	-5
	0
	9
	5
	7
	-5
	5
	-3
	-10


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

	 
	Apr10
	May10
	Jun10
	Jul10
	Aug10
	Sep10
	Oct10
	Nov10
	Dec10
	Jan11
	Feb11
	Mar11

	Composite PMI
	58.1
	59.0
	55.6
	52.4
	52.5
	53.6
	54.7
	56.3
	57.6
	58.2
	59.6
	59.9


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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The ISM-Houston Business Report began publication in January, 1995
Subscriptions to the report are available through ISM-Houston, Inc.
Institute for Supply Management-Houston is an affiliate of the Institute for Supply Management
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