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New Zealand'’s services sector result for October remained in contraction,
according to the BNZ - BusinessNZ Performance of Services Index (PSI).

The PSI for October was 46.0 (A PSI reading above 50.0 indicates that the
service sector is generally expanding; below 50.0 that it is declining). This
was up 0.3 points from September, but activity has varied by only 0.7 points
over the last four months, which has kept the sector within a tight band of
contractionary results. The October result is also still well below the average
of 53.1 over the history of the survey.

BusinessNZ's CEO, Katherine Rich said that the October result showed mixed
results when broken down by sub-index values. While the New
Orders/Business Index (48.1) was at its highest level since February 2024,
the Activity/Sales Index (44.3) lost some momentum during October. The
Employment Index (46.4) recovered some of its fall after a sizeable drop in
September.

The proportion of negative comments for October stood at 59.1%, which was
up from September at 58.5%, but down on 60.8% in August and 67.0% in
both July and June. The cost of living and the general economic climate
continued to dominate comments from respondents.

BNZ's Senior Economist Doug Steel said that "although it is contracting at a
much slower pace than it was in June (when the PSI was 41.1), the PSI has
been hovering between 45 and 46 over the last four months. The activity
outlook for the sector has improved in recent business surveys, but the here
and now remains extremely challenging”.
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Services Landscape

Still moving backwards

The Performance of Services Index (PSI) nudged up from 45.7 to 46.0 in Octobar. The small
movement doesn’t materially change the message of a services sector firmly in reverse.

Crawling in the right direction
Doug Steel
Senior Economist, BNZ
+64 4 474 6923

While all the sub-indices remain in contraction, four of the five series moved slightly closer to
breakeven. The PSI new orders index inched up to 48.1 from 46.8 and is the closest of the
sub-indices to 50.

Improving from a weak base

The PSI retail trade index improved to 50.3 on an unadjusted basis but remains well below its
historical average of 54.0 for October.

Struggling for traction

Combining the PMI and PSI, the Composite Index (PCI) suggests GDP is still tracking below
year earlier levels. Our economic forecasts are for GDP to contract again in Q3 before starting
to gradually recover.

VIEW FULL BNZ SERVICES SNAPSHOT

Sponsor Statement

BNZ is delighted to be associated with the Performance of Services Index (PSI) and BusinessNZ. This association brings
together the significant experience of leading business advocacy body BusinessNZ, and business finance specialist BNZ. We
look forward to continuing our association with BusinessNZ and associated regional organisations, and to playing our part in the
ongoing development of the New Zealand service sector.
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PSI Time Series Table

The results are seasonally adjusted.

National Indicies Oct 2023  Jun 2024 Jul 2024 Aug 2024 Sep 2024  Oct 2024
BNZ - BusinessNZ PSI 49.3 41.1 45.3 45.8 45.7 46.0
Activity/Sales 47.6 36.7 41.4 44.3 45.6 44.3
Employment 49.4 45.8 46.9 49.3 45.7 46.4
New Orders/Business 51.9 39.5 47.1 46.9 46.8 48.1
Stocks/Inventories 51.0 44.5 45.7 45.2 46.9 47.2
Supplier Deliveries 49.1 41.6 41.2 43.9 43.7 46.9

VIEW THE TIME SERIES DATA

BNZ - BusinessNZ PSI Time Series
January 2019 - October 2024


https://businessnz.org.nz/__data/assets/excel_doc/0008/73916/PSI-Time-Series-Data.xls?v=3.6

International Results

J.P. Morgan Global Manufacturing PSI™
06 Nov 2024

53.1

Eurozone ¥

51.6

Australia

51.0




46.1 46.2

GDP-Weighted Index Free-Weighted Index

The seasonally adjusted BNZ - BusinessNZ Performance of Composite Index or PCI (which combines the PMI and
PSI) saw mixed results for the two indexes during October.

The October GDP-Weighted Index (46.1) lifted 0.2 points from September, while the Free-Weighted Index (46.2)
decreased 0.2 points.

BNZ - BusinessNZ PCI Time Series

The results are seasonally adjusted.

National Indicies Oct 2023 Jun 2024 Jul 2024 Aug 2024 Sep 2024 Oct 2024
GDP-Weighted Index 48.8 41.3 45.3 45.9 45.9 46.1
Free-Weighted Index 46.8 41.5 45.1 45.8 46.4 46.2

VIEW THE TIME SERIES DATA

BNZ - BusinessNZ PCI Time Series
January 2020 - October 2024


https://businessnz.org.nz/__data/assets/excel_doc/0009/73917/PCI-Time-Series-Data.xls?v=3.6

About the PSI

The BNZ - BusinessNZ Performance of Services Index is a monthly survey of the service sector providing an early indicator

of activity levels. A PSI reading above 50 points indicates service activity is expanding; below 50 indicates it is contracting.
The main PSI and sub-index results are seasonally adjusted.

About the PCI

The BNZ - BusinessNZ Performance of Composite Index (PCI) takes into account results from both the Performance of
Manufacturing Index (PMI) and the Performance of Services Index (PSI). Combined results are shown in two ways:

e GDP-Weighted Index: Apportions the weight of the manufacturing and services index within the economy to produce
an overall result.

¢ Free-Weighted Index: Combines data from both indexes to produce an overall result. Both time series for the PCl are
then seasonally adjusted.

Media Comment Technical Comment

For media comment, contact: For more information or assistance with data

Kathryn Asare: 04 496 6560 interpretation, contact:

Stephen Summers: ssummers@businessnz.org.nz

Our Contributors

The BNZ - BusinessNZ psi contains data obtained through BusinessNZ's regional organisations

BusinessCentral)
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Still moving backwards

The Performance of Services Index (PSI) nudged up from
45.7 to 46.0 in October. The small movement doesn’t
materially change the message of a services sector firmly
in reverse. Although it is contracting at a much slower pace
than it was in June (when the PSI was 41.1), the PSI has
been hovering between 45 and 46 over the last four
months. The activity outlook for the sector has improved in
recent business surveys, but the here and now remains
extremely challenging.

Crawling in the right direction

While all the sub-indices remain in contraction, four of the
five series moved slightly closer to breakeven. The PSI new
orders index inched up to 48.1 from 46.8 and is the closest
of the sub-indices to 50. This was also observed in the
Performance of Manufacturing Index (PMI), where new
orders are still falling, but now only slightly. The PSI
activity/sales index was the only series to fall in October,
declining from 45.6 to 44.3. International visitor arrivals
tend to drive segments of service sector activity, but these
remain subdued at around 87% of pre-covid levels.

Improving from a weak base

The PSI retail trade index improved to 50.3 on an
unadjusted basis but remains well below its historical
average of 54.0 for October. While retail activity tends to
increase in the lead-up to summer and Christmas, it is
important to remember that any improvement is coming
off a very weak base. Recent data for electronic card
transactions are also consistent with a gradual recovery in
retail trade, albeit transaction values are still trailing year
earlier levels. Our economic forecasts are for retail sales
volumes to be broadly flat in Q3 and then lift slightly in Q4.

Struggling for traction

Combining the PMI and PSI, the Composite Index (PCl)
suggests GDP is still tracking below year earlier levels. Our
economic forecasts are for GDP to contract again in Q3
before starting to gradually recover. The PCl suggests some
downside risk to our forecasts, which are broadly
consistent with the RBNZ’s projections in the August MPS.
Lower interest rates will be supportive, but the PMI and

PSI both stuck in contraction supports the case for further
monetary policy easing.

doug_steel@bnz.co.nz

Contraction continues
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Retail starting to recover?

Retail Trade PSI
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