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HOUSTON ECONOMY REBOUNDS SLIGHTLY 

Purchases, Production and Purchase Inventory up for month!
The Houston Purchasing Manager’s Index rose slightly in February to 55.7 from January’s 52.4.  This indicates that production in the Houston economy is likely to increase over the coming three to four month’s.  The February reading is near the PMI number for November.  
A reading above 50 is 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 February numbers showed a modest increase in the Purchases and Production. Purchases rose 9%, with 21% reporting higher 
activity for the month.  Production was up for 6% of our respondents to 21%.  Purchase Inventory also came up 4% to 24%.  
Sales improved 3% overall from 35% to 38% moving down along with all of the categories except a couple.   
Only Finished goods Inventory falling 7% and Major Prices Paid falling 3% saw declines from the previous month. 
Six of the eight categories rose in February of this year.  Houston seems to be bucking the national economic downward trend. 
December is the 62nd consecutive month that the Houston PMI has been above the neutral mark of 50 and there have been 11 months since the end of 2004 to post a reading below 60. Over the 12 months ending in January, 08, the Houston PMI has averaged 58.39.  Still above the 57.1 average since it was introduced in January 1995.                                                                  
Commodities in Short Supply:  
Qualified technical personnel with industry experience, Vaccines, Processors – speeds can’t keep up with demand, 7” N-80 LTC casing, Baldor / Reliance Electric Motors, Specialized Electrical Components, Metal Valves, Specialty electronic connectors, Electronics, Can get it if you can wait or pay higher price.  

Commodities UP in Price:
Steel ingot and plate is up again, affecting pipe, shapes, fabricated and cast items.  Scrap prices are consistently higher than a year ago, Fuel, spare parts for equipment, Vaccines, gasoline, OCTG, casing and tubing, Paper prices increased in February due to higher energy costs, increased demand and decreased production, hot rolled sheet steel prices continue on rise, Diesel prices causing increase in freight costs, Any steel product is now increasing and will have price increases over the near term.  No end in sight, Plastic Tanks, FRP Pipe, Valves & Fittings, Carbon Steel, Fuel, Contracts with Asia due to dollar devaluation, Semiconductors, connectors, TYCO, Analog Devices, Altera, & More!, Carbon steel continues to increase with new announcements every month – over $300 ton on some products since December – Should cool down by 3rd quarter,  2” – 6” carbon steel pipe up $200/ ton, 18” – 48” up $300/ ton, in just one month.  European mills up 20% with more increases coming.
Commodities DOWN in Price:  
Consumer Electronics; inventory homes from builders, Medical equipment due to quantities purchased for our expansion, Memory modules, Diesel fuel continues to drive up prices, Marine equipment, tugs & barges.  PCs and office equipment, DRAM memory prices holding.
WHAT OUR RESPONDENTS ARE SAYING ...
The local media in Houston are doing us a disfavor by not identifying economic downturns as they affect various parts of the country.   Implications are that problems on the east or west coast are the same as those faced in the Houston area.
In spite of record inventories of fuel, pricing continues to go up,   Speculators rule the marketplace.
Marine equipment availability has improved, there are enough tugs and barges for workovers and new drills for the first time in two years (since Katrina).
February was our year end and looks like we finished with another great sales year.
Business appears to be improving.  We need this political season to end for things to get back to normal.
We have started limited overtime and are taking bids on new construction.
Quoting activity remains steady, but nothing to get excited about.  First quarter business is going to meet budget, and second quarter business looks to be on target.  Some vendors are starting to chase business a little as they see their backlogs going down.
Keeping a steady pace.
It appears that some companies are starting to believe some of the media-produced recession nonsense.
Lots of activity, with 2008 solid for sales.
      Continued Chinese Holidays impacting supply and   

      predictability.
PMI Index Summary Table          
                                  February, 2008                                                                Index 2007 (9 months)
 

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

	 Sales
	38%
	45%
	14%
	3%
	
	36
	46
	37
	33
	38
	17
	15
	14
	24

	 Production
	21%
	45%
	17%
	17%
	
	18
	20
	29
	18
	38
	17
	3
	0
	3

	 Employment
	21%
	66%
	14%
	0%
	
	30
	29
	17
	17
	29
	14
	6
	6
	7

	 Purchases
	38%
	48%
	14%
	0%
	
	52
	34
	43
	36
	17
	28
	6
	0
	24

	 Prices Paid (Major Purchases)
	38%
	55%
	7%
	0%
	
	15
	11
	11
	24
	42
	14
	9
	31
	31

	Lead Times (from      Sellers)
	28%
	69%
	3%
	0%
	
	18
	20
	23
	21
	25
	34
	21
	6
	24

	 Purchased Inventory 
	24%
	38%
	7%
	31%
	
	9
	3
	14
	0
	8
	0
	6
	11
	17

	Finished Goods  Inventory
	14%
	52%
	17%
	17%
	
	0
	-3
	3
	6
	0
	14
	6
	6
	-3


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

	NAPM – Houston
	Mar07
	Apr07
	May07
	Jun07
	Jul07
	Aug07
	Sept07
	Oct07
	Nov07
	Dec07
	Jan08
	Feb08

	Composite PMI
	62.5
	62.5
	58.0
	60.2
	60.8
	59.3
	58.6
	61.9
	56.0
	52.8
	52.4
	55.7


* All Numbers adjusted to due weighting
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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