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PMI CLIMBS FOR 4TH MONTH 


PRODUCTION RISES SHARPLY 


	


	HOUSTON May 12th, ----- The Houston economy grew for the fourth consecutive month in April, with the PMI (Purchasing Manager's Index) recording 55.0, up from 54.0 in March.  This was the highest PMI reading since July of 2001.  One year ago the PMI was 46.3, which was the low point of that year. 





	The Houston PMI, which can range from 0 to 100, is a leading indicator for industrial production, typically forecasting change by three to four months. A reading above 50 indicates that the Houston economy is generally expanding. A reading below 50 indicates the economy is generally contracting. The PMI is based on a monthly survey of some 80 purchasing executives in leading Houston industries, including oil and gas exploration and production, manufacturing, engineering and construction, chemicals, distribution, business and financial services and healthcare, among others.  





“The big motivator behind the PMI this month was the Production index, which rose from -2 in March to +15 for April", said Doug Miller, Chairman of the Business Survey Committee for NAPM-Houston, Inc.  “The Production rate turnaround was not unexpected given that the Sales rate has been growing for the past three months, and that inventories have been shrinking monthly for almost five years. New purchases have also been growing since January and most of that to meet current Sales need."   





There are eight components of the PMI, including Sales, Production, Employment, Purchases, Prices Paid, and Inventory levels.





	“Employment continued to fall in April, for the 19th month, but the odds are increasing that the Employment component will move to the positive side of break-even very soon, possibly this month,” said Miller. “Headcount has been brought so far down in many firms, that any tweaking of Production rates, to meet current Sales backlog or to increase anemic inventories, will require new hiring, and in some firms, extensive hiring. We will likely round that corner with a degree of gnashing of teeth, but round it we will." 





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


Subscriptions to the report are available through NAPM-Houston.
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