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HOUSTON ON TREKKING FORWARD!
Sales and Purchased are the Leading Indicators
The Institute for Supply Management –- Houston reported this month that the Houston Purchasing Managers Index PMI was 61.4 for May, 2011.   Economic activity in the Houston area has been positive for the last twenty consecutive months and increased 1.5 PMI points from last month.  This is the first time the PMI has been over 60 since June, 2008.
The PMI, which indicates likely shifts in Production volume three or four months in advance, now shows a signal that production is still on the mend.  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 three categories reporting improvement and one the same from April to May.
Sales and Purchases were the outstanding indicators increasing 10 PMI points each.  Sales rose from 20 to 30 points.  This is not the highest for 2011, but certainly better than all of 2010.  Purchases climbed from 20 to 30 also.  This is its highest level since November, 2010.   Another contributor to new level was Finished Goods Inventory a reverse indicator, fell 17 points to -20.  Reduction in Finished Inventory over Production is a good sign of high demand.  
Prices Paid actually finally stopped the huge increases and fell 13 points to 45 PMI.  That is an indication of a slowing of inflation in the manufacturing arena.  Only 50% of our participants responded that prices increased from last month.  This is the down from 60% last month, but still higher then all of 2010.

Production at 18 PMI and Employment at 20 PMI pretty much remained the same from last month.  Lead Times fell 8 points from 33 to 25 PMI still higher then all of 2010.   
The latest Employment numbers indicate that our respondent’s employment remained the same, with only 5% reducing staff in May.  This total number indicates employment is improving and is still at the highest level for 2010 -11.  95% 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 56.8 over the last twelve months.  There has been an improvement in the PMI number of 34.5% since March, 2009 the low point for recent times.
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 and vaccines, Forging, Casting, Rubber Chemicals, Items in short supply  continue to hinder full production capability, Not experiencing any difficulties, yet, Land drilling rigs.
Commodities UP in Price:
Pharmaceutical and vaccines, coffee, Meal preparation services, Lubricants and anti-freeze, Recycled paper board went up again, Continue with all petroleum base oils, Nylatron Sheaves, Winches, All oil based products:  fuel, plastic resins, 

tires, Trucking; Diesel Fuel, Steel, plastic pipe, valves and fittings, electric motors, pumps, machined parts, fabrications.
Commodities DOWN in Price:  
Gasoline, Computers and components, Are non-existent, We had a very successful bid on Passive and Semi electronic components with an over all savings over last years prices due to increased volumes.
WHAT OUR RESPONDENTS ARE SAYING ...
Electronics

The earthquake in Japan is causing an increased burden on component materials from that small region.
We are spending a huge amount of time trying to stay ahead of potential electronic supply issues due to the Japan quake.

Oil & Gas {Mfg, Services, Contract Services}

Had our best sales month since October 2008.  Delivery on raw material is causing problems in our machine shop production.
Sales continue to show marked improvement over the previous period last year.

Slowed down in Sales this month.

Manufacturing
Inflation is rearing its ugly head.  Some prices are going up by double digits.
Business appears to be ramping up both internally and externally.  For how long?  Who knows.  Vendors seem to be taking advantage of this up tick and are raising prices to recapture lost revenues.
Miscellaneous

Business expecting to remain flat due to the economic uncertainty created by anti-business government regulations.   Burdensome regulations flowing from Washington, especially recent actions taken by the National Labor Relations Board to prohibit Boeing from creating new jobs in a right-to-work state, create uncertainty and hinder growth plans.
PMI Index Summary Table          
                                  May, 2011                                                                Index 2010 - 2011 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB
	MAR
	APR
	MAY

	 Sales
	40%
	40%
	10%
	10%
	
	16
	21
	28
	27
	32
	33
	23
	20
	30

	 Production
	25%
	55%
	8%
	13%
	
	19
	21
	30
	27
	37
	30
	20
	20
	18

	 Employment
	25%
	70%
	5%
	0%
	
	-2
	-2
	5
	10
	5
	15
	20
	20
	20

	 Purchases
	38%
	55%
	8%
	0%
	
	26
	21
	30
	22
	24
	25
	20
	20
	30

	 Prices Paid (Major Purchases)
	50%
	45%
	5%
	0%
	
	5
	7
	9
	12
	39
	38
	53
	58
	45

	Lead Times (from      Sellers)
	33%
	60%
	8%
	0%
	
	12
	12
	5
	15
	17
	23
	25
	33
	25

	 Purchased Inventory 
	18%
	48%
	15%
	20%
	
	2
	-5
	5
	2
	20
	15
	5
	-3
	3

	Finished Goods Inventory
	10%
	40%
	30%
	20%
	
	9
	5
	7
	-5
	5
	-3
	-10
	-3
	-20


 Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.
	 
	Jun10
	Jul10
	Aug10
	Sep10
	Oct10
	Nov10
	Dec10
	Jan11
	Feb11
	Mar11
	Apr11
	May11

	Composite PMI
	55.6
	52.4
	52.5
	53.6
	54.7
	56.3
	57.6
	58.2
	59.6
	59.9
	59.9
	61.4


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.
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