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HOUSTON ECONOMY RISING 

Sales, Employment and Lead Times On the Rise!
The Houston Purchasing Manager’s Index rose 6.3% in April to 57.7 from the March mark of 54.2.  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 April numbers showed a 21% increase in Prices Paid and 14% increase in Sales from the last month. Employment had 14% reporting higher hiring for the month.  Lead Times were up for 3% of our respondents.
After falling the last period, Sales was the leading indicator by increasing 42% overall from 32% to 46%.  Production, Purchased Inventory and Purchases all experienced a down ward shift from last month, but only small one’s.  
While only four of the eight categories rose in April of this year they were strong increases.  Two other categories remained the same for the month.  Houston still seems to be bucking the national economic downward trend, but we are still seeing a few of our companies starting to slow.
March is the 64th 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 57.3.  Still above the 57.1 average since it was introduced in January, 1995.    
Commodities in Short Supply:  
Hep A vaccine, Drill pipe, Longer lead times on large Diameter Line Pipe and the main line valves associated with it, China labor shortage, None, Lead-times are out, electronics. Connectors, semiconductors, Qualified purchasing personnel that have experience in oil business, Electric Motors, Metal Valves, Qualified Personnel, Valves, pipe, Qualified Personnel, Domestic steel, Good trainable people, Consumption over Forecast causing many self inflicted shortages.  Plus pulling in orders from future ahead of supply, All Carbon Steel items are being allocated by the mills – In some cases price in effect at shipment, None.
Commodities UP in Price:
Gasoline, OCTG, tubing and casing due to worldwide demands, anything made of steel is up due to higher cost of iron ore, fuel, & freight costs.  Prices on CS are being hit with PIE at time of shipment, Imports are affected due to the sinking dollar value against the Euro and Yen,  Food prices, DRAM Memory prices to go up, Computer components, Plasticizer, Homopolymer, Stabilizer, Stearic Acid, Natural Gas, some electronic commodities, OCTG pipe, Line Pipe, Transportation due to increased fuel surcharges, any product made with steel, Electric Motors, Parts Out Of Carbon Steel, Plastic Tanks, Fuel, Valves, pipe, Petrochemical prices are soaring, ALL Metal products & fabrication or machining.  Note: In last month’s responses there was a mistake: the increase in stainless for May is appx. 20 cents per lb not $20.00, Any carbon steel item, plate, pipe, flanges – mills have instituted mill surcharges on steel, Bronze bar, castings(yearly 3% increase) Carbons, Items imported from China certainly, Carbon Steel Pipe Increases 20% in one week – Where does it end?, PVC, CPVC, Steel, metals, precious metals, wages, fuel, nat. gas, copper, EVERYTHING!!!  Almost every vendor that we do not have firm contractual agreements in place are raising their prices on goods to accommodate for the fuel price increases, Paper products, Subcontracted work on various items from all over Asia.
Commodities DOWN in Price:  
PCs and office equipment, Nothing, TiO2, Very Funny!!!, Computers and components, None in carbon steel and chrome, Nothing that I buy, None.

WHAT OUR RESPONDENTS ARE SAYING ...
We continue to evaluate existing wells for potential workovers, recompletions for possible side tracking.   We are using compression now on a lot of marginal wells due to the high oil and gas pricing.
If we keep telling everyone there is a recession, guess what, we will have one.
The lack of any type of Energy Policy from Bush or from his critics is very harmful to our country at this time.  Couple this with rising costs associated with illegal immigration and the total lack of intent by Congress to address these measures and we are heading for inflationary times.
Due to market volatility some suppliers are reducing their quotation validity time and in some cases they are refusing to quote in US Dollars changing to the currency of the country of origin of the products offered. Mainly European currencies.
Continue to receive orders, produce and ship as previously reported.  Deliveries from suppliers are getting longer.
We are hiring and hope the growth continues.  If there is a slow down we hope it to be gradual.
Long term contract on electricity in 2006 is paying big dividends now.  Also plant just received an award from DOE for conservation efforts.
Oil patch is extremely busy building and renovating production facilities; drilling activity increasing.
Very Busy.
Inundated with customer orders.
The next 3 months or so are going to be very stressful with a heavy workload to handle and customers trying to expedite better deliveries.  One of the benefits of a strong economy in the oil patch.
Everyday on the media I am always a little more than amused at how often the rose colored glasses are put on when looking at the economic environment as if saying something is bad will cause another effect.
Very busy April – Lots of new customers on board.

Certainly is a challenge—definitely a Sellers Market.

We exceeded our aspired Sales goal by fourteen percent.  Good backlog to start next quarter already on books.  Looks like we will continue to be busy for a while.

Houston area still strong despite national slowdown!  Good and holding on.

Dollar value is causing raising prices from China.  I am seeing some turnover within my Asian suppliers, which is usually an early indicator of raising salaries and maybe a future move of supply points.  Not back to India I sincerely hope.
PMI Index Summary Table          
                                  April, 2008                                                                Index 2007 (9 months)

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

	 Sales
	46%
	32%
	19%
	3%
	
	37
	33
	38
	17
	15
	14
	24
	12
	27

	 Production
	27%
	32%
	24%
	16%
	
	29
	18
	38
	17
	3
	0
	3
	18
	3

	 Employment
	30%
	49%
	19%
	3%
	
	17
	17
	29
	14
	6
	6
	7
	-3
	11

	 Purchases
	43%
	32%
	24%
	0%
	
	43
	36
	17
	28
	6
	0
	24
	29
	19

	 Prices Paid (Major Purchases)
	59%
	38%
	3%
	0%
	
	11
	24
	42
	14
	9
	31
	31
	29
	57

	Lead Times (from      Sellers)
	30%
	68%
	3%
	0%
	
	23
	21
	25
	34
	21
	6
	24
	18
	27

	 Purchased Inventory 
	14%
	38%
	24%
	24%
	
	14
	0
	8
	0
	6
	11
	17
	12
	-11

	Finished Goods  Inventory
	24%
	38%
	19%
	19%
	
	3
	6
	0
	14
	6
	6
	-3
	9
	5


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

	NAPM – Houston
	May07
	Jun07
	Jul07
	Aug07
	Sept07
	Oct07
	Nov07
	Dec07
	Jan08
	Feb08
	Mar08
	Apr08

	Composite PMI
	58.0
	60.2
	60.8
	59.3
	58.6
	61.9
	56.0
	52.8
	52.4
	55.7
	54.2
	57.7


* 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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