National Association of Purchasing Management - Houston, Inc.

PO Box 771203 - Houston, Texas 77215-1203 

NAPM - HOUSTON BUSINESS REPORT
September 10, 2007
by Mike Valant, C.P.M., A.P.P.
281 518-8575
Copyright 2007 by NAPM-Houston, Inc.   All Rights Reserved
ECONOMY REMAINS CONSTANT
Sales and Purchases are still Leaders!
Houston's economy remained steadfast in August and is still within 6% of the peak we saw in February, 2007 as measured by the PMI (Purchasing Managers Index), which was 60.8 for August.  This score is within 0.02 PMI from this time last year.  Purchases were up for 46% of the respondents for the month and 97% of the companies noted that Purchases were up or the same.  This is a 6% improvement from last month, but this month the movement was from Down to the Same from the respondents.  This appears to be a slight indication of improvement in this indicator.
Employment was up or the same for 86% of the manufacturing operations.  This indicates a 5% shift to reductions.  BUT there was a 9% movement from Up to Same.  That is may be a reflection of the “Doing more with less” in the workforce.  
Total Sales for this month report indicated a 3% increase in Sales up or the same from the prior month, but there was also a 5% upward adjustment in Same Sales. Eighty-six percent of the survey respondents reported Sales increasing or the same with only eleven percent reporting a drop in Sales for the past thirty days.                                                                                      
 The Production component of the PMI indicated fourth-nine percent of our respondents with increases, while twenty-six percent stayed level during August.  This is a reversal of the two items from the previous month.  
Employment in the Houston area looks like it remained strong with thirty-one percent of survey respondents increasing staff and only 14% of the participating firms reducing their employment manpower. Employment continues to remain strong with eighty-six percent of those reporting a steady or rising workforce. 

Prices stayed stable, Increasing in 26% to remaining the Same with 57%. This is very close to last months results.  Eighty-three percent of survey participants report prices were up or the same.  Several items are showing a reduction in the pressures of future price increases.
Lead Times remained at 89% Increasing or the Same from last month.  34% of the participating purchasers experiencing longer delivery times from last month, while eleven percent reported reduced lead times.
Items in Short Supply:  Used tubing strings are not easy to locate, 2” thru 16” valves, Hard workers, Not finding this to be a problem, Vaccines, Qualified Contract Specialists, Memory DIMMS – hard drive supply tight, Some sizes of bronze bar, outside machining time, Electric Motors, Cable Glands, Special Electrical Fittings, Metal Fab Shop Capacity, Qualified Employee Candidates, 

Prices on the UP Side: Marine equipment, tugs & barges, Valves, Labor, Polyethylene Resin & Film, Metals, wire, cable, vaccines, Prices stable month over month, Toner, paper, Everything has gone up this year, think we are over the worst, Copper, Titanium and 316SS Parts, 
Prices on the DOWN Side:  PC and office equipment, Electronic components, Good one!, Computer Components, Nothing, Stainless steel products will drop in price for the third consecutive month, Computers and parts, None, prices are steady, Natural Gas, Waste Disposal, Large OD heavy wall seamless carbon pipe down slightly, SS is coming down in price, None, Prices of energy still holding down.
COMMENTS FROM SURVEY PARTICIPANTS
Company is reviewing their exploration portfolio and making changes in the overall process to evaluate prospects for drilling and re-completions.    Our drilling program for 2008 is expected to increase as a result of this review.
Business continues to be good..

Business improved in August with a record order entry for that month.  This is on top of an already good year.  Backlog is still very strong.
More new building on line with another one started.  We still cannot keep up.  Our back log is now at seven months.
While our business is not directly subject to the tightening money supply and housing market, it seems that it is only a matter of time before these issues permeate our business.  Houston had been isolated from the Housing issues but how long can this last?
TROPICAL STORM ERIN CAUSED SIGNIFICANT WAREHOUSE DAMAGE FORCING A TEMPORARY SHUTDOWN OF PLANT OPERATIONS. PRODUCT INSIDE WAREHOUSE DEEMED A TOTAL LOSS. LINE EMPLOYEES WERE LAID OFF FOR ONE WEEK, 
HOWEVER, DEFERRED MAINTENANCE ON THE LINE CAUSED A SURGE IN STOCKROOM REQUESTS, GENERATING A SIGNIFICANT INCREASE IN EXPENDITURES. ADDITIONALLY, REPAIRS HAVE CAUSED ADDITIONAL CONTRACTUAL AND PURCHASING SPIKES AS WELL ALTERNATIVES TO WAREHOUSING PRODUCING ADDED WORK AS WELL..

Very busy!  Keep 'em coming….
Procurement workload continues to increase; Difficulty finding Qualified purchasing professionals for oil business.

Business has been good this year – The bottom line should be good.
Business continues to be strong.  Meeting our business plan plus.  Still trying to locate and hire competent people to fill several openings.
Everything is well

                                  August, 2007                                                                Index 2006 - 2007 (9 months)
 

	 
	UP
	SAME
	DOWN
	N/A
	
	DEC
	JAN
	FEB
	MAR
	APR
	MAY
	JUNE
	JULY
	AUG

	 Sales
	49%
	37%
	11%
	3%
	
	18
	30
	42
	38
	45
	38
	36
	46
	37

	 Production
	43%
	26%
	14%
	17%
	
	25
	10
	29
	28
	38
	38
	18
	20
	29

	 Employment
	31%
	54%
	14%
	0%
	
	0
	15
	28
	28
	21
	56
	30
	29
	17

	 Purchases
	46%
	51%
	3%
	0%
	
	7
	50
	38
	48
	52
	31
	52
	34
	43

	 Prices Paid (Major Purchases)
	26%
	57%
	14%
	3%
	
	14
	20
	22
	38
	28
	25
	15
	11
	11

	Lead Times (from      Sellers)
	34%
	54%
	11%
	0%
	
	14
	25
	54
	24
	24
	22
	18
	20
	23

	 Purchased Inventory 
	26%
	34%
	11%
	29%
	
	18
	15
	33
	3
	7
	13
	9
	3
	14

	Finished Goods  Inventory
	20%
	40%
	17%
	23%
	
	-11
	15
	4
	-3
	3
	3
	0
	-3
	3


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

	NAPM – Houston
	Sep06
	Oct06
	Nov06
	Dec06
	Jan07
	Feb07
	Mar07
	Apr07
	May07
	Jun07
	Jul07
	Aug07

	Composite PMI
	60.4
	62.2
	58.9
	55.4
	61
	64.8
	62.4
	63.4
	59.4
	61.0
	60.6
	60.8


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