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PMI continuing to fall slowly
PRODUCTION RISES SLIGHTLY AND EMPLOYMENT LEVELED
SALES FELL CONSIDERABLY THIS MONTH
November saw a slower expanding health in Houston’s economy according to the purchasing professionals.  The Purchasing Managers Index (PMI) was 55.4 a continuing drop from the last two months. This appears to be contributed to the large fall in Sales and leveling of Employment.  Our respondents reported higher Sales, and showed Employment stable.  I suspect the lower Index number may also be impacted by the Christmas/New Years Holiday’s.
The Sales component is a strong contributor to November’s PMI with forty-six percent of the firms surveyed recording increased Sales over the previous month, while twenty-one percent reported Sales the same from last month.  Purchases of Goods and Services, another component showed a sixty-four percentage the same on the survey results making it another indicator of this month’s PMI slow down.
Higher production levels were reported by thirty-nine percent of the participants. The two components dealing with inventories supported the Sales and Production indices.  Inventories of Purchased Materials are only very up slightly over November, and Finished Goods Inventories were up six points from the previous month’s report.

Employment had 90% of our respondents reporting the same or increased, which is good indicator of Houston’s stable economy. Only eleven percent of the companies contributing reported a decrease in personnel. 

Lead Times showed a stanch contributing factor with only twenty-one percent of the participating purchasers experiencing longer delivery times.

Items in Short Supply:  Drilling rigs land and inland barge are still tight.  Prices have dropped somewhat as operators have refused to pay some of the high costs charged by the drilling contractors.   Availability of marine equipment has improved for tugs and barges,  however, it can be an issue if putting an entire package together for a rig.  Foreign made rigs continue to be marketed and shipped to US from overseas.  Some castings and forgings.  No major problems with lead times, at present.  Prevnar Vaccine.  Electric motors, time, qualified people

Prices on the UP Side:  OCTG, tubing and casing.   All marine equipment and rig rates.  Forklift batteries.   Prices are holding up – OEMs are more concerned with supporting the program schedule, quality and delivery.  Price is still a concern but not the first, second and third concern as was in the past.  Many of electronic components.  Qualified Contract Applicants.  Resin Price Announcements for Mid January (8-9%).   Processors, hard drives, metal goods, memory.  Metals, plastics, extrusions, machine shop work, finishing work.  Pumps, Plastic machined parts
Prices on the DOWN Side:  PC and office equipment, some electronics.  PVC Resins, Plasticizers, TiO2 and boxes.  Down? Good one…  Computers and Components.   Computer peripherals.  Polyethylene prices are still going down. 

COMMENTS FROM SURVEY PARTICIPANTS
“We have several rigs running and the outlook for 2007 is positive for our company, despite weakened oil & gas prices.”
“Better than expected month. We exceeded our 2006 sales and EBIT budgets “
“Preparing for a great 2007.”
“Sales are down due to seasonal cycle.  Production was curtailed to meet year end inventory numbers.  We have not seen any increases that had not already been announced.  Most only go into effect in January and are minor in nature to the overall cost.”
“Our Sales is off to a great start for the New Year!
“We at starting our $1.2 Billion expansion program.  Will be over two thousand employees in the next three years.  Medical Field”
“Specialty chemicals demand going up”

“Actual Customer Sales lower than forecasted.”

“Feel 2007 is starting off strong but concerned about interest rates rising.  Have a wait and see attitude about the changes in congress and how that will effect Federal spending”

“Busy, but uneventful month….”

“December was a slow month with the holiday.  Project a strong start to 2007 with some major capital acquisition planned and rollout of a new T&E card program.”

“The holidays had an effect on our business activity this past month.   It was difficult to get timely customer feedback on projects which affected releasing materials for purchases which, in turn, affects shipments.  Vendors were also slow in getting back with quotes.   January shipments don’t look to be as strong as anticipated.
“China will start regulating electronic products.”

                                          December, 2006                                               Index 2005/2006 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	APR
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV
	DEC

	 Sales
	46%
	21%
	29%
	4%
	
	+60
	+55
	+37
	+20
	+35
	+17
	+29
	+28
	+18

	 Production
	39%
	25%
	14%
	22%
	
	+40
	+29
	+22
	+27
	+07
	+42
	+38
	+20
	+25

	 Employment
	11%
	78%
	11%
	0%
	
	+40
	+29
	+18
	+27
	+35
	+32
	+34
	+10
	-0-

	 Purchases
	21%
	64%
	14%
	0%
	
	+28
	+29
	+33
	+40
	+32
	+25
	+29
	+30
	+7

	 Prices Paid 

 (Major Purchases)
	25%
	61%
	11%
	4%
	
	+28
	+48
	+52
	+33
	+43
	+24
	+18
	+38
	+14

	Lead Times (from      Sellers)
	21%
	71%
	7%
	0%
	
	+56
	+52
	+59
	+40
	+32
	+45
	+43
	+38
	+14

	 Purchased Inventory 
	29%
	32%
	11%
	29%
	
	+12
	+30
	+25
	+23
	+04
	+07
	+08
	+18
	+18

	Finished Goods  Inventory
	14%
	43%
	25%
	18%
	
	20
	+18
	+03
	-06
	-04
	+10
	-05
	-05
	-11


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

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

	Composite PMI
	67.9
	64.4
	66.0


	64.2
	62.0
	61.1
	60.4
	61.0
	60.4
	62.2
	58.9
	55.4


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












