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PURCHASING INDEX REMAINS ON POSITIVE SIDE

Employment and Purchases remain strong

Sales and Production weaker

HOUSTON   June 10th---  Houston's economy continued growing as a slower rate in May, but still positive for the thirtieth consecutive month as the PMI (Purchasing Managers Index) was 59.4 for the month, lower that the same time last year.  Both Employment and Purchases were up for 44% of the respondents for the month.  91% of the companies noted that Purchased was up or the same.  Employment was up or the same in 81% of the manufacturing operations.  It seems unbalanced that Sales and Production rate of rise was at lower levels while Production and Employment were increasing at a higher level.

The Houston PMI, which can range from 0 to 100, is a leading indicator for industrial production, typically forecasting change by three to four months. A reading above 50 indicates that the Houston economy is generally expanding. A reading below 50 indicates the economy is generally contracting. The PMI is based on a monthly survey of purchasing executives in leading Houston industries, including oil and gas exploration and production, manufacturing, engineering and construction, chemicals, distribution, business and financial services, and healthcare, among others.  There are eight components of the PMI, including Sales, Production, Employment, Purchases, Prices Paid and Inventory levels.
Sales for the month grew at a lower rate than in the prior month with eighty-one percent of the survey respondents reporting Sales increasing or the same, but sixteen percent reported a drop in Sales for the past thirty days.  That is higher than we have seen for a while.  The Production component of the PMI indicated only twenty-eight of our respondents with increases, while fourth-seven percent stayed level.  This is a strong reversal from previous months and may be an early indicator of a reversal in a positive economy.

Employment in the Houston area remained strong with forty-four per cent of survey respondents increasing staff and  16% of the participating firms reducing their employment manpower. Net job growth has now been seen up for seventeen months while thirty-eight  percent of those reporting are maintaining a steady workforce.  Overall Prices were the same for half of those   reporting and increasing overall for about forty-four  percent of survey participants, The leveling cost of energy may result in some price softening, but economy of scale are being achieved and will likely produce more positive results as cost-cutting or cost-leveling efforts continue.
Lead Times remained about the same with sixty-six percent of the submitted results, with twenty-eight of the participating purchasers experiencing longer delivery times from last month.  Only six percent reported reduced lead times. Worldwide events and increasing demand for Oil are indeed increasing many firms ability to continue Sales and Production at the same pace experienced for the last twelve months.
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