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ECONOMY STILL VERY ACTIVE
Sales and Production the Leaders!
The Houston Purchasing Managers Index rose  to 62.5 in October from 59.5 in September, this suggests a moderate raise in levels of regional production over the remainder of this year and maybe into next year.  This also is a reversal of the slowing seen recently or not.  A reading above 60 is a good sign of a strong outlook.  (The PMI has a possible range of 0 to 100 and anything over 50 indicates production gains over the next one to two quarters.)

The Houston PMI is based on diffusion indexes for eight indicators.  (A diffusion index is simply the percentage of respondents reporting increases from the previous month less the percentage reporting declines.)  The October data was marked by a sharp resurgence in Production, which rose from 18 to 38.  There was a smaller rise in Sales to 38 from 33 and a 19 point drop in Purchases.  Finished Goods 
Inventory fell to zero change for the month.
Production matched the crest at 38 in April and May.  Purchases topped out at 52 in April and October’s 17 is the lowest for the last nine months. 
Sales at 38 and Production at 38 continued to register strong, but slowing strength. Employment looms weaker at 17.  Lead Times showed a very little change over the month, while Finished Goods Inventory rose 3 points to 6.  Employment remains robust, with 38% of respondents adding staff in September and just 8% reporting reduced staff.  Prices saw the largest increase in the last nine months to 42.
October is the 58th consecutive month that the Houston PMI has been above the neutral mark of 50 and there have only been nine month’s since the end of 2004 to post a reading below 60. Over the 12 months ending this October, the Houston PMI has averaged 60.2.   Well above the 57.1 average since it was introduced in January 1995.                                                                  
Commodities in Short Supply:  Engineers with 20+ hrs experience in reservoir engineering, Engineered offshore equipment; mainline pipeline valves, Still having problems getting some nickel pipes, but not as hard as before, Repair parts for production line, in particular OEM, Plasticizers, Vaccines, excluding Flu, There is nothing new to report this month.  Everything seems to be available at the moment, Timber piles, Electric Motors, Special Electrical Fittings, Pipe and valves deliveries are way out….until the end of 2008, Skilled Labor, 

Commodities UP in Price: Marine equipment, Anything with lead, freight, None, PVC Resins; Packaging Boxes; Freight, Vaccines, Lead Pricing going up, thus industrial batteries; poly price increases announced for November and again December, Brass is still going up and down, but is certainly not as volatile as before, Electrical Cable, Stainless Plate, 

Commodities DOWN in Price:  PC and office equipment, Electronic technology, Computer flat screens in larger sizes, common parts, None, Computers & Components, office supplies, Corrugated has come down somewhat, ERW Carbon Pipe

WHAT OUR RESPONDENTS ARE SAYING ...
Activity is up and will continue for the balance of 2007.

For the first time in 6 years we are adding a purchasing person to our department.
Many items noted as being in short supply or having longer lead times are reflections of the quality and dependability of the supplier rather than the unavailability of material or shop space.  One can source most requirements cheaper or in less time if willing to lower standards of material, quality of workmanship or to accept goods from emerging countries.   This is an aspect of risk management which purchasing professionals must present to management and/or clients as part of a purchasing strategy, whether for a single piece of equipment / commodity or for segments/all of an entire project
Sales continue to increase, targeted production forecasts have been met for each month of 2007.

Our business is holding steady – another record month.

on production lines. Bringing in equipment purchased
       Lack of specialty / OEM parts having a negative impact    

       throughout country to improve / add capability of the 
       plant
.
Sales are less than the normal seasonality for this time of year.

Inquiry levels remain strong, but sales have slowed down as customers appear to have spent their 2007 capital expenditure budgets and are going through the budgeting process for 2008.  Prices seem to be stabilizing, but that may be a function of the volume of my purchases being down.  On time deliveries continue to be unreliable.

Exports are increasing for the Petrochem Industry. Domestic activity is steady while Utilities are slowing.

Sales doubled from Sept. to October.

October was a good month for the business.  New   

order rebounded and shipment were up
PMI Index Summary Table          
                                  October, 2007                                                                Index 2007 (9 months)
 

	 
	UP
	SAME
	DOWN
	N/A
	
	FEB
	MAR
	APR
	MAY
	JUNE
	JULY
	AUG
	SEPT
	OCT

	 Sales
	50%
	33%
	13%
	4%
	
	42
	38
	45
	38
	36
	46
	37
	33
	38

	 Production
	50%
	17%
	13%
	21%
	
	29
	28
	38
	38
	18
	20
	29
	18
	38

	 Employment
	38%
	54%
	8%
	0%
	
	25
	28
	21
	56
	30
	29
	17
	17
	29

	 Purchases
	33%
	50%
	17%
	0%
	
	38
	48
	52
	31
	52
	34
	43
	36
	17

	 Prices Paid (Major Purchases)
	46%
	50%
	4%
	0%
	
	33
	38
	28
	25
	15
	11
	11
	24
	42

	Lead Times (from      Sellers)
	33%
	58%
	8%
	0%
	
	54
	24
	24
	22
	18
	20
	23
	21
	25

	 Purchased Inventory 
	21%
	42%
	13%
	25%
	
	33
	3
	7
	13
	9
	3
	14
	0
	8

	Finished Goods  Inventory
	21%
	33%
	21%
	25%
	
	4
	-3
	3
	3
	0
	-3
	3
	6
	0


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

	NAPM – Houston
	Nov06
	Dec06
	Jan07
	Feb07
	Mar07
	Apr07
	May07
	Jun07
	Jul07
	Aug07
	Sept07
	Oct07

	Composite PMI
	58.9
	55.4
	59.8
	58.9
	62.4
	63.4
	59.4
	61.0
	60.6
	60.8
	59.5
	62.5


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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