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PMI Falls 1 point this Month
Sales Slow but Lead times are increasing.
February slowed one PMI point from last month but continued an expanding health in Houston’s economy according to the purchasing professionals.  The Purchasing Managers Index (PMI) was 58.9 a reversal of the recent slightly higher Index in the last month. This appears to be attributed to continued but lower increase in Sales and a larger increase in Lead Times.  Our respondents reported 42% higher Sales and 54% increase in Lead Times,   
This period Lead Times lead the increase and Sales was a good contributor to the February PMI with forty-two percent of the firms surveyed recording increased Sales over the previous month, while forty percent reported Sales the same from last month.  Purchases of Goods and Services, Prices Paid and Inventory Levels all had good increase’s on the survey results making them all reasons for this month’s PMI staying on the positive side.
Higher production levels were reported by only twenty-nine percent of the participants. The two components dealing with inventories supported the Sales and Production indices.  Inventories of Purchased Materials increased over January and Finished Goods Inventories were up from the previous month’s report.

Employment has 96% of our respondents reporting the same or increased, which is a good indicator of Houston’s stable economy. Only four percent of the companies reported a decrease in personnel. 

Lead Times were up at fifty-four percent per the submitted results becoming a stanch contributing factor with only four percent of the participating purchasers experiencing the same delivery times from last month.

Items in Short Supply:  Stainless Steel, Anything with Nickel.  So far able to purchase and receive parts as needed.  Drilling Rigs, Sea Transportation.  Experienced Contract Specialists.  electrical wire extruders.  Shop Time for Mechanical Machined Parts.  None.  Biggest shortage continues to be time.  Management will not authorize hiring for indirect People.  Delays in cannula, needles, some semi-conductors.    

Prices on the UP Side:  All Stainless Products.  Carbon Steel is starting to rise, but will be gradual.  Stainless Steel, Anything with Nickel.  connectors, wire/cable, metal fabrication and integrated circuits.  PolyCarb prices increased.  Carbon Steel, Stainless Steel, Titanium and Copper Parts.  Drilling Rigs, Pipe.  Vaccines.  Copper.  Plastic pallets, forklift batteries.  DINP.  Metal, petroleum based products, logistic services.  Aluminum price on upward rebound.  

Prices on the DOWN Side:  Some carbon steel plate and angle.  We can dream about this.  Not seeing anything coming down in price.  Computer and components.  PVC Resin.  We haven’t seen any this month.  

COMMENTS FROM SURVEY PARTICIPANTS
· Spring plant turn rounds look very busy, new construction also.  

· Blowing and going!  

· February was a hectic month with heavy buying activity.  Business projections for the next two to three months looks strong.  A lot of quoting activity going on in the sales department.  Having difficulty keeping up with  demand on certain segments of our business.


· Oil & Gas producers will continue to spend to increase production as long as oil prices remain above average.
· We are expanding our staff of process engineers and production line management people to increase through put for increased sales.
· Seems the harder we try the more the company expects.  Hope things change soon.
                                          February, 2007                                               Index 2006/2007 (9 months)
	 
	UP
	SAME
	DOWN
	N/A
	
	JUN
	JUL
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB

	 Sales
	50%
	42%
	8%
	0%
	
	37
	20
	35
	17
	29
	28
	18
	30
	42

	 Production
	38%
	38%
	8%
	17%
	
	22
	27
	7
	42
	38
	20
	25
	10
	29

	 Employment
	29%
	67%
	4%
	0%
	
	18
	27
	35
	32
	34
	10
	0
	15
	25

	 Purchases
	46%
	46%
	8%
	0%
	
	33
	40
	32
	25
	29
	30
	7
	50
	38

	 Prices Paid (Major Purchases)
	38%
	58%
	4%
	0%
	
	52
	33
	43
	24
	18
	18
	14
	20
	33

	Lead Times (from      Sellers)
	58%
	38%
	4%
	0%
	
	59
	40
	32
	45
	43
	38
	14
	25
	54

	 Purchased Inventory 
	42%
	29%
	8%
	21%
	
	25
	23
	4
	7
	8
	18
	18
	15
	33

	Finished Goods  Inventory
	29%
	42%
	25%
	4%
	
	3
	-6
	-4
	10
	-5
	-5
	-11
	15
	4

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


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

	NAPM – Houston
	Feb06
	Mar06
	Apr06
	May06
	Jun06
	Jul06
	Aug06
	Sep06
	Oct06
	Nov06
	Dec06
	Jan07
	Feb07
	

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

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


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

