National Association of Purchasing Management - Houston, Inc.

PO Box 771203 - Houston, Texas 77215-1203 

NAPM - HOUSTON BUSINESS REPORT
December 12, 2006 
by Mike Valant, C.P.M., A.P.P.
281-518-8575
Copyright 2006 by NAPM-Houston, Inc.   All Rights Reserved
PMI Lower But still UP
PRODUCTION AND EMPLOYMENT LEVELING
SALES STILL STRONG
November saw a continuing expanding health in Houston’s economy according to the purchasing professionals.  The Purchasing Managers Index (PMI) was 58.9 a little drop back from last month. This appears to be contributed to a leveling of the Production and Employment.  40%+ of respondents reported level number for both categories.  I suspect the lower Index number may also be due to the Thanksgiving Holidays.
The Sales component is a strong contributor to November’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 showed continued increases to the 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 has 90% reporting the Same or Increased which is good indicator of Houston’s robust economy. Only ten percent of the companies contributing reported a decrease in personnel. 

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

Items in Short Supply:  Processors, hard drives and memory world wide, QUALIFIED STAFF, TIME, PATIENCE, Large Valve Bodies and Forgings, Licensed personnel, qualified temporary help, Drilling consultants and rig hands, some operators continue to hold onto marine packages of equipment in order to avoid supply issues,   Barge rigs and land rigs continue to be locked up for months, Foreign made rigs continue to be marketed and shipped to US from overseas, Holding steady – lead times are still a little long to hedge against Chinese New Year, Valves, Prevnar Vaccine
Prices on the UP Side:  Monel, Titanium, SS, Castings and forgings, Metal Fabrication, Copper & Wire/Cable, Fleet management services, Labor and materials for rail track repairs and expansion, MRO, environmental services, calcium carbonate and freight, Lubricants, truck batteries, forklift batteries, OCTG, tubing and casing.   All marine equipment and rig rates, Steel, Chemicals, Seasoned employees in the Sr. Contracting area, Everything, between petroleum based items increasing, fuel rates still up for production cost and transportation.  It’s pretty much across the board.

Prices on the DOWN Side: Polyethylene resin + films, Cold rolled steel, Some plate – CS, Fuel, Plasticizer, DINP, PVC resins, and boxes, Plastic pallets, PC and office equipment, some electronics.

Computers and components, Methanol and benzene

COMMENTS FROM SURVEY PARTICIPANTS
““A slow year starting out, picking up greatly!”

“Steady state for now, but still another record year….”

“Another good month of steady sales. We expect to meet or exceed our 2006 sales and EBIT budgets.”

“Our strategy to buy raw materials collectively on a global basis through an increased number of suppliers at the lowest world market price without long term commitments has resulted in significant reductions in cost for our plants around the world.  This same approach is now being applied to maintenance expenses, office supplies, forklifts, lubricants and other capital equipment.”

“This week we are conducting our annual physical inventory. I was making a best guess on the answers for the survey this time around.”


“First quarter 2007 outlook is positive for exploration & production with excellent oil & gas prices.”

“There seems to be a good balance between supply and demand.  Lead times exist but are acceptable to the OEM.  Pricing has stabilized as factories are not willing to discount when near full capacity.”

“Beginning stages of $1.2 Billion dollar expansion.”

“Need time to take some technology classes to improve our use of new options”

“November was not as hectic, but December should be very busy to close out a great year.”

“PBC Demand going down.”

“Our sales and backlog continue to be very strong.”
                                          December, 2006                                               Index 2005/2006 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	MAR
	APR
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV

	 Sales
	40%
	49%
	11%
	00%
	
	+55
	+60
	+55
	+37
	+20
	+35
	+17
	+29
	+28

	 Production
	38%
	38%
	00%
	24%
	
	+50
	+40
	+29
	+22
	+27
	+07
	+42
	+38
	+20

	 Employment
	39%
	56%
	05%
	00%
	
	+29
	+40
	+29
	+18
	+27
	+35
	+32
	+34
	+10

	 Purchases
	40%
	49%
	11%
	00%
	
	+46
	+28
	+29
	+33
	+40
	+32
	+25
	+29
	+30

	 Prices Paid 

 (Major Purchases)
	24%
	57%
	06%
	13%
	
	+46
	+28
	+48
	+52
	+33
	+43
	+24
	+18
	+38

	Lead Times (from      Sellers)
	43%
	57%
	00%
	00%
	
	+42
	+56
	+52
	+59
	+40
	+32
	+45
	+43
	+38

	 Purchased Inventory 
	27%
	24%
	19%
	30%
	
	+25
	+12
	+30
	+25
	+23
	+04
	+07
	+08
	+18

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


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

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

	Composite PMI
	62.5
	67.9
	64.4
	66.0

	64.2
	62.0
	61.1
	60.4
	61.0
	60.4
	62.2
	58.9


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












