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HOUSTON ECONOMY STABLE 

Production, Purchase’s and Finished Goods Inventory increase!
The Houston Purchasing Manager’s Index fell 2.7% in March to 54.2 from February’s 55.7.   This indicates that production in the Houston economy is likely to continue to increase over the coming three to four month’s.  
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 March numbers showed a 12% increase in Production and 10% increase in the Finished Goods Inventory. Production had 32% reporting higher activity for the month.  Finished Goods was up for 24% of our respondents.  Purchases 
moved up 6% to 44%.  
Sales fell 6% overall from 38% to 32% moving down at the same percentage as Purchased Inventory.   
Employment, Prices Paid and Lead Times all experienced a down ward shift from last month. 
Only three of the eight categories rose in March of this year.  Three other categories remained the same for the month.  Houston seems to be bucking the national economic downward trend, but a few of our companies are starting to slow.
March is the 63rd consecutive month that the Houston PMI has been above the neutral mark of 50 and there have only been 12 months since the end of 2004 to post a reading below 60. Over the 12 months ending in March, 08, the Houston PMI has averaged 57.7.  Still above the 57.1 average since it was introduced in January, 1995.                                                                  
Commodities in Short Supply:  
Vaccines, Qualified Contract Specialists, Large OD Pipe lead times are longer as are the large valves needed for the pipe, Some chrome & alloy pipe, Expecting shortage in supply of pipe in coming months, Coated tubing, Drilling Rigs, Qualified engineers at market pricing – Houston salaries are too high!, Electric Motors, Metal Valves, No shortage problems at this time, currently, not experiencing any difficulties.
Commodities UP in Price:
Vaccines, gasoline, Diesel prices causing increase in freight costs, Large OD Pipe prices have increased again due to the increase in Iron Ore prices, Plastic Tanks, FRP Pipe, Valves & Fittings, Semiconductors, connectors, TYCO, Analog Devices, All carbon steel products continue monthly increases.  Stainless will jump $20 / lb in May, Flanges, CS Fittings, Chrome Fittings and Diesel, OCTG pipe,  OCTG, tubing and casing due to increases in steel, Fuel & Lubricants, Battery prices beginning to rise, Anything to do with Oil, Parts out of Carbon Steel; Plastic Pipe, Valves, Fittings & Tanks; Fuel;, Steel tubing is going up dramatically, up to 43% on one item with two increases between now and June.  Very unusual, some electronic commodities, Steel prices keep going up and up! Raw material (4140, / SST / 718) appears to be going up.
Commodities DOWN in Price:  
Medical equipment due to quantities purchased for our expansion, Computers/components, Scheduled wall SMSI pipe from third world, PCs and office equipment, You can eliminate this category for awhile, Very Funny., Some Stainless steel prices are coming down, flash memory coming down due to dropping demand. Consumer Electronics from TV’s to Car Navigation devices and cell phones.
WHAT OUR RESPONDENTS ARE SAYING ...
It is a good time to consider refinancing of cars and houses with the lower interest rates from the Feds.  There are several credit cards now offering points redeemable for merchandise and/or flights, etc.  Consider using just one card for everything (restaurants, groceries, gas, general purchases), pay it off monthly and watch the points grow for future rewards.
Trying to estimate pipe needs for remainder of year.
Diesel fuel prices are starting to impact budgets: travel restrictions now in place.
We are experiencing some personnel changes reflective of a good employment market.   We will soon be working in some new geographic regions within Texas and Louisiana.
It seems Houston is doing very well compared to other major cities outside of Texas.  Everyone (the consumer, companies, our government etc…) is over leveraged – when is everyone going to learn this is bad business?
Additional Chinese holidays are getting harder to keep up with and impacting supply.  Especially at end of our Qtr..
Business is continuing at a steady pace.  Projects are getting more complex as our international customers, in particular, impose specifications that we are not familiar with and have to get up to speed.  Business outlook still remains favorable.
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.
Business seems to be holding steady and on a pace to equal last year.
Keeping Busy!
Company is setting continuing records in total sales volume and profit.  First Electronic Company over 100 Billion in total sales.
PMI Index Summary Table          
                                  March, 2008                                                                Index 2007 (9 months)
 

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

	 Sales
	32%
	44%
	21%
	3%
	
	46
	37
	33
	38
	17
	15
	14
	24
	12

	 Production
	32%
	38%
	15%
	15%
	
	20
	29
	18
	38
	17
	3
	0
	3
	18

	 Employment
	21%
	56%
	24%
	0%
	
	29
	17
	17
	29
	14
	6
	6
	7
	-3

	 Purchases
	44%
	41%
	15%
	0%
	
	34
	43
	36
	17
	28
	6
	0
	24
	29

	 Prices Paid (Major Purchases)
	38%
	53%
	9%
	0%
	
	11
	11
	24
	42
	14
	9
	31
	31
	29

	Lead Times (from      Sellers)
	26%
	65%
	9%
	0%
	
	20
	23
	21
	25
	34
	21
	6
	24
	18

	 Purchased Inventory 
	18%
	50%
	6%
	26%
	
	3
	14
	0
	8
	0
	6
	11
	17
	12

	Finished Goods  Inventory
	24%
	44%
	15%
	18%
	
	-3
	3
	6
	0
	14
	6
	6
	-3
	9


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

	NAPM – Houston
	Apr07
	May07
	Jun07
	Jul07
	Aug07
	Sept07
	Oct07
	Nov07
	Dec07
	Jan08
	Feb08
	Mar08

	Composite PMI
	62.5
	58.0
	60.2
	60.8
	59.3
	58.6
	61.9
	56.0
	52.8
	52.4
	55.7
	54.2


* All Numbers adjusted to due weighting in Feb, 08.
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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