NATIONAL ASSOCIATION OF PURCHASING MANAGEMENT-BUFFALO INC.
July 2008 Business Survey Monthly Comparison Report
Submitted by: Arthur Aramino, Chairman Business Survey Committee

The Purchasing Managers’ Index

The local manufacturing sector showed improve-
ment over June as the non-seasonally adjusted PMI rose
6.6 points to 61.1. The seasonally adjusted PMI did
even better to reach 61.5, an increase of 7.9 points. The
New Orders index jumped 22.2 points from 44.5 to 66.7,
fully recouping its June loss and setting a 52-week high.
The Forecasting Index climbed back into positive
territory as higher inventories fell in line with the
increase in New Orders The Commodities Price Index
continued to grow, but at a slower rate. All-in-all, July
was a good month for WNY manufacturing, which is a
positive sign when the country is in an economic
slowdown. However, the national PMI is still trending
downward, and we wonder how long we can hold our
own before we feel its effects. 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 June (49.3%) corresponds to a 2.6%
increase in real GDP. If the PMI for June (50.2%) is
annualized, it corresponds to a 2.9% increase in real
GDP annually.
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This Month, (Seasonally Adjusted)

Index  Direction Rate of change

Production 59.4 Growing Faster

New Orders  66.6 Growing From Contracting
Prices 83.4 Increasing Slower
Inventories 62.5 Growing Faster
Employment 64.4 Growing Faster

Deliveries 54.7 Slowing Slower

Mfg Sector  61.5 Growing Faster

Items in Short Supply
Power train and transmission products, some label stock, helium

Comments form the survey respondents:
“Freight is driving many price increases.”
“Resin for plastic packaging is very unstable.”
“Vendors are starting to withdraw agreements where pricing is a
landed cost.”
“Sales are holding up, but 4™ quarter we could have work share or
full layoff for a time until backlog improves.”

PRODUCTION BUYING POLICY

The survey respondents are reporting the days-
ahead commitments for production material is an average
87 days. Last month this average was 75 days.
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July 2008 Business Survey Monthly Comparison Report
Not Seasonally Adjusted

The Production level was:

HIGHER SAME LOWER INDEX LASTYr
Jul 38.9% 38.9% 22.2% 58.4 77.3
Jun 33.3% 44.4% 22.2% 55.6 73.8

The Production Index rose 2.8 points in July with 38.9% of
the respondents reporting higher production levels, and
38.9% reporting the same levels as in June.
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New Orders were reported:

HIGHER SAME LOWER INDEX LASTYr.
Jul 50.0% 33.3% 16.7% 66.7 70.5
Jun 278% 33.3% 38.9% 445 715

The New Order index jumped 22.2 points to 66.7 to set a 52-
week high.
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NEW ORDERS - DIFFUSION INDEX

Commodity Prices are:

HIGHER SAME LOWER INDEX LAST Yr.
Jul 66.7% 33.3% 0.0% 83.4 68.2
Jun 83.3% 11.1% 5.6% 88.9 73.8

The Commodity Price index dipped 5.5 points as 1/3 of the
respondents reported prices remained at June’s levels. None
of the respondents reported lower prices.
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COMMODITY PRICING - DIFFUSION INDEX

Inventories of purchase goods were:

HIGHER SAME LOWER INDEX LAST Yr.
Jul 38.9% 44.4% 16.7% 61.1 63.7
Jun 27.8% 50.0% 222% 528 66.7

The Inventories Index rose 8.3 points to 61.1 more closely
matching inventories to new orders.
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Employment levels were:

HIGHER SAME LOWER INDEX LASTYr.
Jul 50.0% 27.8% 22.2% 63.9 66.0
Jun 33.3% 55.6% 11.1% 61.1 69.1

The Employment Level Index gained 2.8 points with 50% of
the respondents reporting higher employment levels
compared to June.

EMPLOYMENT - DIFFUSION INDEX
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Vendor deliveries were:

SLOWER SAME FASTER INDEX LASTYr.
Jul 16.7% 77.8% 55% 556 63.7
Jun 16.7%  83.3% 0.0% 58.4 61.9

The Vendor Deliveries index dipped another 2.8 points in
July as a result of the lower demand in June. A reading
above 50.0 indicates slower deliveries and longer lead
times, generally due to higher customer demand.
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