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HOUSTON ECONOMY REMAINS CONSTANT 

Employment, Lead times and Production the same for month!
The Houston Purchasing Managers Index Only changed in January to 54.0 from December’s 53.6.  This indicated that the Houston Economy remained basically the same as last month.  This is still near the lowest reading for all of 2007.  This mirrors a moderately lower level 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 January data was marked by a sharp increase in the Prices paid, which rose 19% with 40% reporting higher prices paid.  Lead-Times fell among 23% of our respondents.  Employment also came down four percent.  
Sales fell from 41% to 34% moving down along with all of the categories except Prices for the month.   
Purchases up for 24%, Purchased Inventory up for 20% and Inventory up for 20% all fell 1 % from the previous month. 
Seven of the eight categories fell for the second time this year enforcing the weakening economic outlook. 
December is the 61st 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 in January, 08, the Houston PMI has averaged 59.5.   Still above the 57.1 average since it was introduced in January 1995.                                                                  
Commodities in Short Supply:  
No supply problems, Production workers in China due to poor weather conditions, pipe, none, Workover rigs, large and small, sodium cyanide, some drill parts, OTR tires, Several processor chips on World wide allocation, Engineered items are affected by shops that are full, thus the longer lead times appear to be in short supply, Custom PCA’s, Some lubricants, sodium cyanide, large off-road tires, speciality catheters.
Commodities UP in Price:
Steel prices are up and more increases expected in the short term.  More companies are increasing, All Carbon Steel Pipe, Multiple increases for carbon steel throughout January & February, Gold, petroleum products, shipping costs, OCTG material $100/ton price increase, Masking Tape (last increase 08/20/07), none, OCTG, casing and tubing, We are seeing price increases on all items we purchase, Processor board assemblies, Steel shapes, plate and pipe , fittings, flanges, valves and anything manufactured from steel, Sulfur prices are up, Happy New Year!  Annual Price increases Semiconductors, connectors, fuel.
Commodities DOWN in Price:  
None, Stainless prices dropping for one month – February, money (interest rates), PCs and office equipment, PC’s and iPAC’s, Some flash and DRAM prices are down, Remember when?, computer components.
WHAT OUR RESPONDENTS ARE SAYING ...
Paperboard lead-time has been too high.
Companies that rely on workers in China may find it difficult to maintain pre Chinese New Year production levels due to the weather challenges.
seeing signs of pipe supply tightening, price increases, and shortages in some sizes. This applies to casing, tubing and line pipe. The price increases are being caused by increases in scrap, raw material and transportation costs.  The availability and shortage issues have been created by inventories drawn down to limit taxes, orders from suppliers to replenish these inventories and steady demand. We anticipate this situation to last for at least 6 months.  Prices will remain at higher levels, but supply should level out by then.
Our business seems to be holding steady.
Chinese New Year impacting supply from sub-contractors.

We have resumed our forty hour week.  All new     

construction placed on hold.
Gearing up for strong Mar.
Looking towards disposal of surplus materials, used casing & tubing and production equipment
January sales were stationary relative to huge sales in November and December..

Steel has had increases of $90 to $120 per ton during the last few months and this is expected to continue into 2008.  Manufacturers of pipe, ftgs, etc., are affected by these prices and must also increase their costs.  Further increases in freight charges are also passed along to the suppliers and therefore to the end users..
   Keeping a steady pace!

PMI Index Summary Table          
                                  January, 2008                                                                Index 2007 (9 months)
 

	 
	UP
	SAME
	DOWN
	N/A
	
	MAY
	JUNE
	JULY
	AUG
	SEPT
	OCT
	NOV
	DEC
	JAN

	 Sales
	34%
	43%
	20%
	3%
	
	38
	36
	46
	37
	33
	38
	17
	15
	14

	 Production
	14%
	51%
	14%
	20%
	
	38
	18
	20
	29
	18
	38
	17
	3
	0

	 Employment
	20%
	66%
	14%
	0%
	
	56
	30
	29
	17
	17
	29
	14
	6
	6

	 Purchases
	29%
	43%
	29%
	0%
	
	31
	52
	34
	43
	36
	17
	28
	6
	0

	 Prices Paid (Major Purchases)
	40%
	54%
	6%
	0%
	
	25
	15
	11
	11
	24
	42
	14
	9
	34

	Lead Times (from      Sellers)
	23%
	60%
	17%
	0%
	
	22
	18
	20
	23
	21
	25
	34
	21
	6

	 Purchased Inventory 
	20%
	43%
	9%
	29%
	
	13
	9
	3
	14
	0
	8
	0
	6
	11

	Finished Goods  Inventory
	20%
	40%
	14%
	26%
	
	3
	0
	-3
	3
	6
	0
	14
	6
	6


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

	NAPM – Houston
	Feb07
	Mar07
	Apr07
	May07
	Jun07
	Jul07
	Aug07
	Sept07
	Oct07
	Nov07
	Dec07
	Jan08

	Composite PMI
	58.9
	62.4
	63.4
	59.4
	61.0
	60.6
	60.8
	59.5
	62.5
	57.8
	53.7
	54.0


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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