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PMI AT SIX-MONTH HIGH
EMPLOYMENT AND PRODUCTION GROWING
LEAD TIMES CONTINUE TO MOVE OUT 
October saw continued expanding health in Houston’s economy according to the area’s purchasing professionals.  The Purchasing Managers Index (PMI) reached 62.2, the highest index recorded in the past six months and one point higher than the six-month average of 61.2.  The PMI registered above 60 for thirty of the last thirty-three months, indicating avid economic health.    

The Sales component is a strong contributor to October’s PMI with forty percent of the firms surveyed recording increased sales over the previous month and forty-nine percent stating them as the same.  Purchases of Goods and Services, another component, mirrored those survey results making it another sound indicator of this month’s PMI.
Higher production levels were reported by thirty-eight percent of the participants. The two components dealing with inventories supported the Sales and Production indices.  Inventories of Purchased Materials are up slightly over September, and Finished Goods Inventories are down fifteen points from the previous month’s report.

Employment continues to be a strong indicator of Houston’s robust economy. Only five percent of the companies contributing reported a decrease in personnel. 

Lead Times, another component, is a stanch contributing factor with forty-three percent of the participating purchasers experiencing longer delivery times.

Items in Short Supply:  Flu vaccine, castings, forgings, nickel, processors, hard drives, memory, precision machined products, steel and steel related equipment and materials, 36” and 42” OD carbon steel line pipe, truck drivers, qualified personnel.
Prices on the UP Side:  Nylon, polyethylene, acetal polypropylene, stainless steel fasteners, stainless steel parts, plastic, paper products, castings, forgings, PVC, PE, 316 stainless steel material, wire, fabricated/machined parts, paper, electrical steel, plastic resins, copper wire, monel, titanium.
Prices on the DOWN Side: Computers and components, poly products, polyethylene resin and films, some PVC fittings, petroleum products, homopolymer PVC resin, cold rolled steel, some carbon steel plate, fuel.

COMMENTS FROM SURVEY PARTICIPANTS
“Most prices have leveled off for the time being.”
“We are beginning a two million sq. ft. expansion and will be hiring over two thousand new employees over the next three to five years.”
“Salaries for experienced Contract Specialists are increasing.”
“We estimate our current backlog will last until August 2007.  Orders are very strong.”
“We are expecting strong international competition in 2007.  Imports are projected to rise dramatically.”
“Business continues to be very strong.  Our backlog of sales continues to be running at a very high level.”
“Business continues to be strong.”
“We have not seen any significant softening of prices or lead times from our suppliers although we are hearing that some of them have pockets of capacity available for quicker deliveries.”  

“Business is still very good.”
 
“Backlogs continue to increase with international projects.”
“Business is still strong and steady.  Service from the railroads is actually improving.”
“Prices are holding steady.”
“(We are) very busy (and) still hiring everywhere.”
“Our sales are on an incline!”
“Steel producers are trying to hold the line on first quarter 2007 cold rolled prices, even with the reduction in scrap prices and an influx of foreign steel.“
“Watch China product prices, as small incremental currency moves and changes to China’s internal VAT benefit to exporters are starting to have an effect.”
“Engineering and procurement activity is still strong!!”
“Purchasing activity has been a little slow recently, but projects are about to break loose and we’ll be off to the races again.”
                                          August 2006                                                          Index 2005/2006 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	FEB
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT

	 Sales
	40%
	49%
	11%
	00%
	
	+47
	+55
	+60
	+55
	+37
	+20
	+35
	+17
	+29

	 Production
	38%
	38%
	00%
	24%
	
	+33
	+50
	+40
	+29
	+22
	+27
	+07
	+42
	+38

	 Employment
	39%
	56%
	05%
	00%
	
	+33
	+29
	+40
	+29
	+18
	+27
	+35
	+32
	+34

	 Purchases
	40%
	49%
	11%
	00%
	
	+33
	+46
	+28
	+29
	+33
	+40
	+32
	+25
	+29

	 Prices Paid 

 (Major Purchases)
	24%
	57%
	06%
	13%
	
	+40
	+46
	+28
	+48
	+52
	+33
	+43
	+24
	+18

	Lead Times (from      Sellers)
	43%
	57%
	00%
	00%
	
	+33
	+42
	+56
	+52
	+59
	+40
	+32
	+45
	+43

	 Purchased Inventory 
	27%
	24%
	19%
	30%
	
	+06
	+25
	12
	+30
	+25
	+23
	+04
	+7
	+08

	Finished Goods  Inventory
	19%
	41%
	24%
	16%
	
	-10
	-4
	20
	+18
	+03
	-06
	-04
	+10
	-05


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

	NAPM – Houston
	11/05
	12/05
	01/06
	02/06
	03/06
	04/06
	05/06
	06/06
	07/06
	08/06
	09/06
	10/06

	Composite PMI
	63.9
	62.5
	67.9
	64.4


	66.0
	64.2
	62.0
	61.1
	60.4
	61.0
	60.4
	62.2


A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.


















