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HOUSTON ECONOMY SLOWING
Production and Prices Paid Slowed
The Houston Purchasing Managers Index fell to 57.8 in November from 62.5 in October.  This suggests that the Houston Economy may be beginning to follow the rest of the country slow down.  This reversal suggests the potential for moderately lower levels of regional production over the remainder of this year and into early next year.  A reading above 50 is still a sign of a positive 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 November data was marked by a sharp shift in Major Prices paid, which fell from 46 to 24.  Production fell from 50 to 34 among the respondents.  There was also a fall in Sales to 38 from 50.
Employment also fell by 7 percent for the month.   
Purchases and Lead Times were both up 8 percent to 33.  Inventory only gained 3 percent for the month.  Purchased Inventory remained at the same level for November at 21.  
Seven of the eight categories fell for the first time this year enforcing the weakening economic outlook. Employment looms weaker at 17 down 7 percent.  Lead Times showed a very little change over the month, while Finished Goods Inventory rose 3 points to 6%.  Employment is slowing, with only 31% of our respondents adding staff in November and 17% reporting reduced staff.  Prices saw the largest fall in the last nine months to 24.
November is the 59th consecutive month that the Houston PMI has been above the neutral mark of 50 and there have now been ten month’s since the end of 2004 to post a reading below 60. Over the 12 months ending this November, the Houston PMI has averaged 61.25.   Still above the 57.1 average since it was introduced in January 1995.                                                                  
Commodities in Short Supply:  
Various metal products due to years end inventory reductions, Liquid mud barges, spud barges, deck barges, Hard working employees, None, so far, Vaccines (Prevnar), PCA’s, Processors, SOME SPECIAL BEARINGS, 70 ft. timber pilings, Special Tyco Connectors, Mercury Processor Chips, Electric Motors, Special Electrical Fittings, Instrumentation Manifolds. 

Commodities UP in Price:
All welded and Seamless Carbon Steel Pipe is on the rise due to Anti-Dumping against China, Tugs on a spot basis, Large bore valves;   Import freight charges, products that use gold, petro products (plastic).  Shipping costs, Phosphoric Acid, Polyethylene, Metal, Freight, gasoline, SPECIAL BEARINGS, CARTONS, Freight and Gasoline, Parts made out of copper, titanium, monel, or stainless steel.
Commodities DOWN in Price:  
PC and office equipment, While the cost of electronics are going down, the erosion of the USD coupled with higher transportation costs, may offset this, frequently creating an increase in prices paid here in the USA, stable, Computer peripherals, We wish!, Computer and Components, memory DIMMS, NOTHING, BRONZE RAW MATERIAL IS STABLE AND THAT IS LIKE A DECREASE AFTER THE LAST COUPLE OF YEARS.
WHAT OUR RESPONDENTS ARE SAYING...
We are examining many different ways to improve production.
Lead times for large diameter =>42”pipe and valves are extended.  This scenario requires planning further ahead and locking in the long lead items.
The short working month and two holidays depress November and December results.  Typically orders slow this time of the year as budgets are spent for the year.  This year is no exception.
Usually this time of year we see a decrease in the demand, but this year we are seeing an upward trend all the way to the end of the year.
Closed out another record breaking year.  Year 2008 may be down from 2007, but still a good year.
 When is Houston going to feel the economic pinch 

The BEST quarter and year on record.  Our company has surpassed all goals for 2007.  
Busy, busy, busy!
Lucky… not having any difficulties at this time.

This year has been a good one.  Business has been very good and we will end on a great note.
We have had a record setting year to date, which has 
continued thru November and December, which is 
unusual.
Paperboard lead times remain long.
Production level still going strong with current orders, 
      but backlog is coming down.  Customer inquiries remain   

      steady on the international scene, but down    

      domestically.
PMI Index Summary Table          
                                  November, 2007                                                                Index 2007 (9 months)
 

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

	 Sales
	38%
	38%
	21%
	3%
	
	38
	45
	38
	36
	46
	37
	33
	38
	17

	 Production
	34%
	28%
	17%
	21%
	
	28
	38
	38
	18
	20
	29
	18
	38
	17

	 Employment
	31%
	52%
	17%
	0%
	
	28
	21
	56
	30
	29
	17
	17
	29
	14

	 Purchases
	41%
	45%
	14%
	0%
	
	48
	52
	31
	52
	34
	43
	36
	17
	28

	 Prices Paid (Major Purchases)
	24%
	66%
	10%
	0%
	
	38
	28
	25
	15
	11
	11
	24
	42
	14

	Lead Times (from      Sellers)
	41%
	52%
	7%
	0%
	
	24
	24
	22
	18
	20
	23
	21
	25
	34

	 Purchased Inventory 
	21%
	34%
	21%
	24%
	
	3
	7
	13
	9
	3
	14
	0
	8
	0

	Finished Goods  Inventory
	24%
	48%
	10%
	17%
	
	-3
	3
	3
	0
	-3
	3
	6
	0
	14


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

	NAPM – Houston
	Dec06
	Jan07
	Feb07
	Mar07
	Apr07
	May07
	Jun07
	Jul07
	Aug07
	Sept07
	Oct07
	Nov07

	Composite PMI
	55.4
	59.8
	58.9
	62.4
	63.4
	59.4
	61.0
	60.6
	60.8
	59.5
	62.5
	57.8


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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