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PMI Bounces back up this Month
Sales continues to stay Strong
January experienced continued expanding health in Houston’s economy according to the purchasing professionals.  The Purchasing Managers Index (PMI) was 59.8 a reversal of the recent drop in the last two months. This appears to be attributed to the increase in Sales and Employment.  Our respondents reported higher 50% higher Sales and 30% increase in Employment.  
The Sales component is a strong contributor to November’s PMI with fifty percent of the firms surveyed recording increased Sales over the previous month, while twenty-five percent reported Sales the same from last month.  Purchases of Goods and Services, another component showed a fifty-five  percentage increase on the survey results making it another stimulant of this month’s PMI slide up.
Higher production levels were reported by only thirty percent of the participants. The two components dealing with inventories supported the Sales and Production indices.  Inventories of Purchased Materials fell only very slightly over December and Finished Goods Inventories were up twenty-six points from the previous month’s report.

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

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

Items in Short Supply:  Spot chartering of tugs and barges is still somewhat tight.   Demand is  strong for rigs, however supply and availability have loosened up generally from last quarter.    Experienced personnel for rigs is still tight, this is for company men who supervise operations.  Lead-times on RoHS ( lead free )  components.  Strep kits to test for strep throat.  PCA and Components.  Cannula, needles.  Check valves, ball valves – really long lead times.  

Prices on the UP Side:  OCTG, tubing and casing.  Tugs, crewboats and other marine equipment.  Calcium Carbonate Fillers (half requested increases).  Metals, wire/cable, connectors, corrugated boxes, & plastics.  Vaccines.  Industrial Batteries (lead).  metals, Teflon, Tyvek, poly film. 
Prices on the DOWN Side:  PC and office equipment, some electronics.  Boxes, stretch film, TiO2, PVC Resins.  Good one!  PC’s , Office supplies.  Nothing are still going down. 

COMMENTS FROM SURVEY PARTICIPANTS
“We are beginning drilling in some other areas this quarter.  Some basic set ups of infrastructure is required, including getting electricity to the locations in some remote areas. “ 

“Year is starting very strong.  Have not been able to build finished goods inventories in preparation for the summer months when sales normally exceed production capacity.”  

“Busy, busy, busy! “

“Last month’s comment was incorrect.  “We will be increasing our employment from 6,000 employees to 8,000 employees. “



“Business is up but we aren’t hiring support staff only direct labor.”  

“Lead times contracted some during November/December, 2006, timeframe, but they are creeping back out again, particularly with metal fab shops and machine shops. “ 

“Our company experienced the same trend and now we are getting busy again.”  

                                          December, 2006                                               Index 2006/2007 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	MAY
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN

	 Sales
	50%
	25%
	20%
	4%
	
	55
	37
	20
	35
	17
	29
	28
	18
	30

	 Production
	30%
	30%
	20%
	20%
	
	29
	22
	27
	7
	42
	38
	20
	25
	10

	 Employment
	30%
	55%
	15%
	0%
	
	29
	18
	27
	35
	32
	34
	10
	0
	15

	 Purchases
	55%
	40%
	5%
	0%
	
	29
	33
	40
	32
	25
	29
	30
	7
	50

	 Prices Paid (Major Purchases)
	30%
	50%
	10%
	10%
	
	48
	52
	33
	43
	24
	18
	18
	14
	20

	Lead Times (from      Sellers)
	25%
	75%
	0%
	0%
	
	52
	59
	40
	32
	45
	43
	38
	14
	25

	 Purchased Inventory 
	25%
	35%
	10%
	30%
	
	30
	25
	23
	4
	7
	8
	18
	18
	15

	Finished Goods  Inventory
	20%
	55%
	5%
	20%
	
	18
	3
	-6
	-4
	10
	-5
	-5
	-11
	15


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

	NAPM – Houston
	02/06
	03/06
	04/06
	05/06
	06/06
	07/06
	08/06
	09/06
	10/06
	11/06
	12/06
	1/7

	Composite PMI
	64.4
	66
	64.2
	62
	61.1
	60.4
	61
	60.4
	62.2
	58.9
	55.4
	59.8


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












