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Items in Short Supply – None Reported 
 

Comments form the survey respondents: 

“Steel scrap prices have dropped as fast as they have risen. Steel 
scrap prices began 2008 at $268/ton and peaked to $523/ton in July 
and are now at $302/ton.” 
 
“There is a need to take some production out of the schedule this 
month.  Inventories were too high.” 
 
“Slow economy has our operation down to a crawl.” 

 

MRO BUYING POLICY 
 

 This month the respondents are reporting an 
average of 49 days ahead for MRO supplies.  Last 
month the average was 39 days.  

 
CAPITAL EQUIPMENT BUYING POLICY 

 
 The local manufacturers are looking out 181 days 
and making commitments for capital equipment.  Last 
month the average was 212 days.   
 

  
PRODUCTION BUYING POLICY 

 

The survey respondents are reporting the days-
ahead commitments for production material is an average 
80 days. Last month this average was 80 days.  

PRODUCTION BUYING POLICY

40

60

80

100

120

140

S
E

P

N
O

V

J
A

N
0
6

M
A

R

M
A

Y

J
U

L

S
E

P

N
O

V

J
A

N
 0

7

M
A

R

M
A

Y

J
U

L
Y

S
E

P
T

N
O

V

J
A

N
 0

8

M
A

R
 0

8

M
A

Y
 0

8

J
U

L
 0

8

S
E

P
 0

8

MRO BUY POLICY

0

20

40

60

80

100

S
E

P

N
O

V

J
A

N
0

6

M
A

R

M
A

Y

J
U

L

S
E

P

N
O

V

J
A

N

M
A

R

M
A

Y

J
U

L
Y

S
E

P
T

N
O

V

J
A

N

M
A

R

M
A

Y

J
U

L

S
E

P

CAPITAL EQUIP BUY POLICY
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This Month, (Seasonally Adjusted) 

 

 Index Direction Rate of change 
Production  55.8 Growing Slower 
New Orders  58.6 Growing  Slower     
Prices 73.8 Increasing Faster 
Inventories 43.3 Contracting From Expanding 
Employment 63.8 Growing  Faster 
Deliveries 49.6 Accelerating  From Slowing 
Mfg Sector  54.2 Growing Slowing 

The Purchasing Managers’ Index 
 

 The recent upheaval in the financial markets came 
too late in the month to demonstrate its impact on the 
local manufacturing sector.  The local PMI typically 
decreases in September as summer jobs disappear, 
production drops off, new orders increase, and 
inventories shrink.  What is different this year is 
employment stayed about even and new orders 
decreased.  The non-seasonally adjusted PMI is at 54.8%, 
and the seasonally adjusted PMI is at 54.2% which are 
just about the levels we were at in September 2006, and 
below the September 2007 levels.  We continue to see the 
local PMI trending upward in opposition to the National 
PMI and Forecasting Index which are both trending 
downward.   When the PMI is above 50% the 
manufacturing economy is generally expanding, when it 
drops below the 50% mark, the economy is considered to 
be contracting.  A PMI over 41.1%, over a period of 
time, means the overall economy is generally expanding. 
According to the Institute for Supply Management 
(ISM), the average national PMI for January through 
August (49.5%) corresponds to a 2.6% increase in real 
GDP.  If the PMI for August (49.9%) is annualized, it 
corresponds to a 2.8% increase in real GDP annually. 

Items in Short Supply – Butadiene 
 

Comments form the survey respondents: 

“Just getting back to a comfort level for items coming out of the gulf 
coast after the two hurricanes.” 
 
“Business activity extremely slow.  New orders adjusted for seasonal 
trend still shows new business at a stand still. Waiting for positive 
signs of an upturn.” 
 
“Seasonal employment slowdone.” 

 

MRO BUYING POLICY 
 

 This month the respondents are reporting an 
average of 58 days ahead for MRO supplies.  Last 
month the average was 49 days.  

 
CAPITAL EQUIPMENT BUYING POLICY 

 
 The local manufacturers are looking out 229 days 
and making commitments for capital equipment.  Last 
month the average was 181 days.   
 

  
PRODUCTION BUYING POLICY 

 

The survey respondents are reporting the days-
ahead commitments for production material is an average 
81 days. Last month this average was 80 days.  

PRODUCTION BUYING POLICY
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This Month, (Seasonally Adjusted) 

 

 Index Direction       Rate of change 
Production  63.5 Growing Faster 
New Orders  44.4 Contracting  From Growing    
Prices 47.4 Contracting From Increasing 
Inventories 34.8 Contracting Faster 
Employment 54.4 Growing  Slower 
Deliveries 58.2 Slowing  From Accelerating 
Mfg Sector  51.1 Growing Slower 

The PMI Index 
 

 October’s results reflected the sharpest contraction 
in GDP in seven years during the third quarter as the non-
seasonally (NSA) adjusted PMI dropped to 49.5% and 
the seasonally adjusted (SA) PMI to 51.1%.  This is the 
first time the local NSA PMI has dipped below 50 since 
October 2005, resulting in a downward trend for the NSA 
PMI, the SA PMI, and the Forecasting Index over the 3-
year period. The largest contributors to the overall 
decrease in the PMI were the New Orders index, which 
plummeted 17.5%, and the Commodity Prices index, 
which tumbled 26.4%.  Inventories are contracting at a 
much faster rate, and employment is growing at a much 
slower rate as the manufacturing sector continues to slow. 
When the PMI is above 50% the manufacturing economy 
is generally expanding, when it drops below the 50% 
mark, the economy is considered to be contracting.  A 
PMI over 41.1%, over a period of time, means the overall 
economy is generally expanding. According to the 
Institute for Supply Management (ISM), the average 
national PMI for January through September (48.8%) 
corresponds to a 2.4% increase in real GDP.  If the PMI 
for September (43.5%) is annualized, it corresponds to a 
0.8% increase in real GDP annually. 

0

10

20

30

40

50

60

70

80

O
C

T

D
E

C

F
E

B

A
P

R

J
U

N

A
U

G

O
C

T

D
E

C

F
E

B

A
P

R

J
U

N
E

A
U

G

O
C

T

D
E

C

F
E

B
 0

8

A
P

R
 0

8

J
U

N
 0

8

A
U

G
 0

8

O
C

T
 0

8

P
M
I

-25

-15

-5

5

15

25

35

45

F
o
re
c
a
s
ti
n
g
 I
n
d
e
x

LOCAL PMI NATIONAL PMI Forecasting Index

Local PMI Trendline Nat'l PMI Trendline FI Trendline

Items in Short Supply – Butadiene 
 

Comments form the survey respondents: 

“Just getting back to a comfort level for items coming out of the gulf 
coast after the two hurricanes.” 
 
“Business activity extremely slow.  New orders adjusted for seasonal 
trend still shows new business at a stand still. Waiting for positive 
signs of an upturn.” 
 
“Seasonal employment slowdone.” 

 

MRO BUYING POLICY 
 

 This month the respondents are reporting an 
average of 51 days ahead for MRO supplies.  Last 
month the average was 58 days.  

 
CAPITAL EQUIPMENT BUYING POLICY 

 
 The local manufacturers are looking out 230 days 
and making commitments for capital equipment.  Last 
month the average was 229 days.   
 

  
PRODUCTION BUYING POLICY 

 

The survey respondents are reporting the days-
ahead commitments for production material is an average 
71 days. Last month this average was 81 days.  

PRODUCTION BUYING POLICY
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This Month, (Seasonally Adjusted) 

 

 Index Direction       Rate of change 
Production  45.1 Contracting From Growing 
New Orders  49.8 Contracting  Slower    
Prices 36.2 Contracting Faster 
Inventories 36.7 Contracting Slower 
Employment 51.1 Growing  Slower 
Deliveries 56.0 Slowing  Slower 
Mfg Sector  47.7 Contracting From Growing 

The PMI Index 
 

 The decline in the local manufacturing sector 
continued in November as the non-seasonally adjusted 
local PMI dipped to 46.7 and the seasonally adjusted 
local PMI fell 3.4 points to 47.7, breaking through the 50 
mark for the first time since June 2003.  The largest 
swing was in the Production Index which fell 16.2 points 
to 45.1.   Lower commodity prices may have helped slow 
down the decline in New Orders which rose from 44.4 to 
49.8 (seasonally adjusted).  Inventories continue to 
contract in line with the contraction of New Orders and 
Production while the Employment index dropped to a 
neutral position. 
When the PMI is above 50% the manufacturing economy 
is generally expanding, when it drops below the 50% 
mark, the economy is considered to be contracting.  A 
PMI over 41.1%, over a period of time, means the overall 
economy is generally expanding. According to the 
Institute for Supply Management (ISM), the average 
national PMI for January through October (47.8%) 
corresponds to a 2.1% increase in real GDP.  If the PMI 
for October (38.9%) is annualized, it corresponds to a 
0.7% decrease in real GDP annually.  In October, the 
overall economy ended 83 consecutive months of growth. 

Items in Short Supply – None reported. 
 

Comments form the survey respondents: 
“We supply the auto manufacturers, so needless to say we are very 
slow taking out extra weeks of production on the fly.” 
 
“Orders pertaining to auto have dropped to almost nothing at this 
time.  New orders/business have dropped and current customers are 
moving orders out, forcing management to reduce the workforce 
through lay-offs.” 

 

MRO BUYING POLICY 
 

 This month the respondents are reporting an 
average of 47 days ahead for MRO supplies.  Last 
month the average was 51 days.  

 
CAPITAL EQUIPMENT BUYING POLICY 

 
 The local manufacturers are looking out 210 days 
and making commitments for capital equipment.  Last 
month the average was 230 days.   
 

  
PRODUCTION BUYING POLICY 

 

The survey respondents are reporting the days-
ahead commitments for production material is an average 
69 days. Last month this average was 71 days.  

PRODUCTION BUYING POLICY
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This Month, (Seasonally Adjusted) 

 

 Index Direction       Rate of change 
Production  31.5 Contracting Faster 
New Orders  49.5 Contracting  Same    
Prices 39.5 Contracting Slower 
Inventories 32.2 Contracting Faster 
Employment 34.9 Contracting  From Growing 
Deliveries 50.5 Neutral  From Slowing 
Mfg Sector  39.7 Contracting Faster 

The PMI Index 
 

 December was not kind to the local manufacturing 
sector.  Every index indicates a contracting economy 
moving deeper into recession.  The non-seasonally 
adjusted PMI fell 8.8 points to 37.9, while the seasonally 
adjusted PMI dropped 8.0 points to 39.7.  These levels 
are a full 20 and 21 points, respectively, below their 
December 2007 marks.  The current readings are the 
lowest since January 2002 when the non-seasonally 
adjusted PMI was at 36.2 and the seasonally adjusted 
PMI was 38.2. 

When the PMI is above 50% the manufacturing 
economy is generally expanding, when it drops below the 
50% mark, the economy is considered to be contracting.  
A PMI over 41.1%, over a period of time, means the 
overall economy is generally expanding. According to 
the Institute for Supply Management (ISM), the average 
national PMI for January through November (46.8%) 
corresponds to a 1.8% increase in real GDP.  If the PMI 
for November (36.2%) is annualized, it corresponds to a 
1.5% decrease in real GDP annually.  In November, the 
national Prices Index was at 25.5 percent, the lowest 
reading since May 1949. 

Items in Short Supply – 
Some welding products (due to low stock levels).   
 
Some petroleum products.  Vendor is allocating quantity levels to   
different distributors to even out the stock levels by regions. 

 

Comments form the survey respondents: 

“Continue to run partial schedules.  Demand is poor.  Orders do not 
exist.” 
 

 

MRO BUYING POLICY 
 

 This month the respondents are reporting an 
average of 43 days ahead for MRO supplies.  Last 
month the average was 47 days.  

 
CAPITAL EQUIPMENT BUYING POLICY 

 
 The local manufacturers are looking out 210 days 
and making commitments for capital equipment.  Last 
month the average was 210 days.   
 

  
PRODUCTION BUYING POLICY 

 

The survey respondents are reporting the days-
ahead commitments for production material is an average 
84 days. Last month this average was 69 days.  

PRODUCTION BUYING POLICY
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This Month, (Seasonally Adjusted) 

 

 Index Direction       Rate of change 
Production  45.3 Contracting Slower 
New Orders  38.1 Contracting  Faster    
Prices 50.0 Neutral From Decreasing 
Inventories 27.4 Contracting Faster 
Employment 44.5 Contracting  Slower 
Deliveries 68.6 Slowing  From Neutral 
Mfg Sector  44.8 Contracting Slower 

The PMI Index 
 

 The January PMI nosed up slightly from 
December’s low.  The non-seasonally adjusted PMI rose 
5.5% to 41.7 and the seasonally adjusted PMI climbed 
7.2% above December’s mark.  By comparison, the 
national PMI rose 2.7 points to 35.6.  The increases 
locally are primarily due to increases in the Production 
and Vendor Deliveries indices.  However, the 
manufacturing sector remains in a state of contraction and 
the 8.6% decline in New Orders indicates a continuation 
of the recessionary pressures on the regional economy.  
Commodity prices rose for the second straight month, 
ending their brief  2-month decline.  The Forecasting 
Index fell to 10.5 as the Inventories Index did not decline 
as much as the New Orders Index, but overall indicates 
no major correction is expected. 

When the PMI is above 50% the manufacturing 
economy is generally expanding; when it drops below the 
50% mark, the economy is considered to be contracting.  
A PMI over 41.1%, over a period of time, means the 
overall economy is generally expanding. According to 
the Institute for Supply Management (ISM), the average 
national PMI for January through December (45.6%) 
corresponds to a 1.4% increase in real GDP.  If the PMI 
for December (32.4%) is annualized, it corresponds to a 
2.7% decrease in real GDP annually.  



NATIONAL ASSOCIATION OF PURCHASING MANAGEMENT-BUFFALO INC.

January 2009 Business Survey Monthly Comparison Report

Not Seasonally Adjusted

PRODUCTION - DIFFUSION INDEX

25

35

45

55

65

75

85

J
A

N
0

6

M
A

R

M
A

Y

J
U

L

S
E

P

N
O

V

J
A

N
 0

7

M
A

R

M
A

Y

J
U

L
Y

S
E

P
T

N
O

V

J
A

N
 0

8

M
A

R
 0

8

M
A

Y
 0

8

J
U

L
 0

8

S
E

P
 0

8

N
O

V
 0

8

J
A

N
 0

9

The Production level was: 
 
 HIGHER      SAME  LOWER      INDEX     LAST Yr 
Jan   22.2% 38.9% 38.9% 41.7 45.3 
Dec    5.3% 47.4% 47.4% 29.0 54.8 

 
The Production Index climbed 12.7 points to 41.7 as 22% of 
the respondents reported higher production and the number 
reporting lower production levels decreased 8.5%. 

NEW ORDERS - DIFFUSION INDEX
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New Orders were reported: 
 
 HIGHER         SAME    LOWER      INDEX     LAST Yr. 

Jan 16.7% 38.9% 44.4% 36.2 62.0 
Dec 31.6% 26.3% 42.1% 44.8 61.9 

 
The New Order index fell another 8.6 points, posting it’s lowest 
level since January 2002.  If the same pattern holds true in 
2009, we should see an increase in orders in February. 

 

 INVENTORIES - DIFFUSION INDEX
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Inventories of purchased goods were: 

 
 HIGHER      SAME  LOWER      INDEX     LAST Yr. 

Jan 11.1% 33.3%  55.6% 27.8 57.2 
Dec 10.5% 42.1%  47.4% 31.6 54.8 

 
The Inventories Index fell another 3.8% as over half of the 
respondents reported lower inventories due to lower orders. 
This is the lowest the index has been since January 2003. 

EMPLOYMENT - DIFFUSION INDEX
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Employment levels were: 
 
  HIGHER      SAME   LOWER      INDEX     LAST Yr. 

Jan 16.7% 50.0%   33.3% 41.7 64.3 
Dec 10.5% 42.1%   42.1% 34.2 54.8 

 
The Employment Level Index inched up 7.5 points in January 
in response to the increase in production.  Whether this 
increase can be sustained in light of the lower New Orders 
index remains to be seen. 

VENDOR DELIVERIES - DIFFUSION INDEX
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Vendor deliveries were: 
 
 SLOWER       SAME       FASTER     INDEX     LAST Yr. 

Jan  33.3% 66.7%    0.0% 66.7 71.4 
Dec 15.8% 68.4%  15.8% 50.0 61.9 

 
The Vendor Deliveries increased 16.7 points from 
December. The increase indicates slower supplier 
deliveries, usually due to higher customer demand. 
However, in light of the decrease in New Orders over the 
past 2 months, it may also indicate suppliers are reducing 
their delivery frequency as a cost cutting measure.  

COMMODITY PRICING - DIFFUSION INDEX
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Commodity Prices are: 
 
 HIGHER      SAME  LOWER       INDEX       LAST Yr. 

Jan 27.8% 44.4%    27.8% 50.0 81.0 
Dec 15.8% 47.4%    36.8% 39.5 76.2 
  
  

The Commodity Price index rose for the second straight 
month.  Unlike last month when the increase was due to fewer 
respondents reporting lower prices, January’s 10.5% increase 
was due to more respondents reporting higher prices. 


