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HOUSTON ECONOMY CONTINUES FALL 

All individual Indexes Slowed
The Houston Purchasing Managers Index fell again in December to 53.6 from 57.8 in November.  This suggests that the Houston Economy is following the rest of the country slow down.  This is the lowest reading for all of 2007.  This continued fall is showing moderately lower levels of regional production for the start of the New Year 2008.  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 December data was marked by a sharp reduction in Production which fell from 34 to 23 and Purchases which fell from 41 to 29 among our respondents.  Employment also came down 8 percent.  Lead Times fell to 34 from 41 for the month.

Sales was the only Index moving up a mere 2 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. Prices Paid and Purchased Inventory remained relatively constant for this period.  Finished Goods Inventory only drifted down among 4% of the respondents.  Employment continues to slow, with only 23% of our respondents adding staff in December and 17% reporting reduced staff.

December is the 60th consecutive month that the Houston PMI has been above the neutral mark of 50 and there have been eleven month’s since the end of 2004 to post a reading below 60. Over the 12 months ending this December, the Houston PMI has averaged 59.975.   Still above the 57.1 average since it was introduced in January 1995.                                                                  
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