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HOUSTON PMI INDEX UP  

Most Indexes Unchanged While Sales Decline

The Houston Purchasing Managers Index, a leading indicator of regional production, edged upward to 41.9 in May, marking two consecutive months of modest improve​ment from the record low of 39.0 in March. The PMI, which indicates likely shifts in production volume three or four months in advance, continues to signal production declines, but perhaps at a decelerating pace. 

he PMI has a possible range of 0 to 100. Readings over 50 indicates production gains over the near term; readings below 50, coming contraction.  May is the Houston PMI’s seventh consecutive month in negative territory.

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 largest change among the eight com​ponents in May was in Sales, which de​clined sharply after two months of improve​ment, falling from -13 to -30. All other components either improved in May or remained nearly unchanged from April.
Production has been stagnant since the beginning of the year, ranging between -18 and 

-21. Employment improved 10 points to -33 after falling from 0 last October to -48 in March.  Purchases edged upward to -35, little different from April’s -38. Prices Paid (for major purchases), which fell consis​tently from 13 last October to a deeply de​pressed -48 in April, turned up to -43 in May. 

Purchased Inventory and Finished Goods Inventory, the two components of the PMI for which declines represent good news, both improved to -25 in May from -15 and -18 respectively in April.  Given the relatively small upward movement of the Houston PMI in May, it’s not surprising that “no change” dominated responses on most components. Only for Purchases, where 25 percent of respondents reported increases and 60 percent reported decreases, and on Fin​ished Goods Inventory, where 15 percent saw increases and 40 percent saw decreases, did the number of respondents reporting “no change” represent a decided minority.
The Houston PMI has fallen sharply over the past 11 months. In May and June last year, it posted readings above 60, a level that repre​sents an extremely positive outlook for regional produc​tion. Before turning negative last No​vember, the Houston PMI posted 58 consecu​tive months of positive readings that averaged a robust 59.1. For the past seven months, in contrast, the Houston PMI has averaged 42.2.

It bears emphasis that the recent “improve​ments” on PMI components still leave it in negative territory, indicating likely further slowing in production. The rate at which regional performance declines should taper, but Houston still hasn’t reached a bottom  

The National Association of Purchasing Man​agement-Houston has published the Houston Purchasing Managers Index monthly since January, 1995 as a service to its members and the wider Houston business community.

The NAPM-Houston Business Report began publication in January 1995.

Subscriptions to the report are available through NAPM-Houston.
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