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Contracting

Slower Rate

Activity in New Zealand’s manufacturing sector improved in January, but still
remained in contraction, according to the latest BNZ - BusinessNZ
Performance of Manufacturing Index (PMI).

The seasonally adjusted PMI for January was 47.3 (a PMI reading above 50.0
indicates that manufacturing is generally expanding; below 50.0 that it is
declining). This was up from 43.4 in December and the highest level of
activity since June 2023. However, the sector has now been in contraction
for eleven consecutive months.

BusinessNZ’s Director, Advocacy Catherine Beard said that the January
result was a step in the right direction to get the sector out of a prolonged
period of contraction, but further work remains.

“On the positive side, Employment (51.3) was in slight expansion for the first
time since February 2023, while New Orders (47.7) improved to its highest
level since May 2023. However, New Orders has now remained in contraction
for eight consecutive months, which combined with Production (42.1) has
meant a sector that is still someway off returning to expansion”.

The proportion of negative comments in January stood at 63.2%, which was
up from 61% in December and 58.7% in November. Seasonal factors such as
holidays was noted by many, as well as a lack of demand/orders.

BNZ Senior Economist Doug Steel, stated that "across components,
employment stood out like the proverbial with a poke back above 50. This is
at odds with deeply negative production and demand indicators like new
orders. The whiff of more employment in the PMI might reflect better access
to staff, with manufacturers reporting in the latest QSBO that labour is easier

to find".
VIEW THE TIME SERIES DATA

Catherine Beard
Director, Advocacy
BusinessNZ
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Manufacturing Snapshot

Less weak

The Performance of Manufacturing Index (PMI) sort of looked a bit better in Januaky as it lifted
to 47.3 from December’s 43.4. But it is better described as less weak.

Not all bad

Today’s release did have a couple of positives. Food processing remains expansionary, with
“signs primary production has so far largely skirted the potential ills of El Nino.

Doug Steel
Senior Economist, BNZ
+64 4 474 6923

VIEW FULL BNZ MANUFACTURING SNAPSHOT

Sponsor Statement

BNZ is delighted to be associated with the Performance of Manufacturing Index (PMI) 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 manufacturing sector.
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PMI Time Series Table

The results are seasonally adjusted.

National Indicies Jan 2023 Sep 2023 Oct 2023 Nov 2023 Dec 2023 Jan 2024
BNZ - BusinessNZ PMI 50.6 45.2 42.8 46.6 43.4 47.3
Production 51.4 44.3 41.6 43.5 40.5 42.1
Employment 50.2 45.4 43.9 48.6 47.0 51.3
New Orders 48.6 44.9 44.3 47.4 44.0 47.7
Finished Stocks 52.5 51.2 45.6 50.4 45.9 47.3
Deliveries 50.7 44.5 43.3 47.9 43.7 49.3

VIEW THE TIME SERIES DATA

BNZ - BusinessNZ PMI Time Series
January 2019 - January 2024
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International Results

J.P. Morgan Global Manufacturing PMI™
01 Feb 2024
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About the PMI

The BNZ - BusinessNZ Performance of Manufacturing Index is a monthly survey
of the manufacturing sector providing an early indicator of activity levels. A PMI
reading above 50 points indicates manufacturing activity is expanding; below 50
indicates it is contracting. The main PMI and sub-index results are seasonally
adjusted.

Our Contributors

Media Comment
For media comment, contact:
Catherine Beard: 04 496 6560

Technical Comment

For more information or assistance
with data interpretation, contact:

Stephen Summers:
ssummers@businessnz.org.nz

The BNZ - BusinessNZ PMI contains data obtained through BusinessNZ's regional organisations
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Less weak

The Performance of Manufacturing Index (PMI) sort of
looked a bit better in January as it lifted to 47.3 from
December’s 43.4. But it is better described as less weak.
After all, in being below the 50 mark the PMI indicates a
manufacturing sector that is contracting. It is at a slightly
slower pace into the New Year, but January’s result is the
11* consecutive month of contraction.

Clear PMI weakness remains in construction related
activities. This follows from a range of building indicators
softening over the past year or more. Take concrete
production for example. Recently released figures saw a
near 5% reduction in concrete production in the final
quarter of last year, after adjusting for usual seasonality.
The drop represents a reacceleration of the downtrend
that has been evident for two years. Production in Q4 2023
was more than 12% lower than a year earlier. Outside of
Covid lockdown quarters, the level of concrete production
is at its lowest level since 2016. Building consents tell a
similar story. The number of residential building consents
in the final three months of last year were down all of 27%
on the same period a year before. Activity might not fall
quite this much given that it didn’t (or couldn’t, given
previous resource constraints) follow the prior extreme
highs in consents. But the direction of travel is clear.
Meanwhile, non-residential building consents over the
same period are down 24% on a floor area basis.

This all fits with our long-held view that building activity in
NZ is under downward pressure. Persistent well below 50
readings for construction related industries like non-
metallic mineral product and metal manufacturing is
understandable in this context.

Not all bad

Today’s release did have a couple of positives. Food
processing remains expansionary, with signs primary
production has so far largely skirted the potential ills of El
Nino. Across components, employment stood out like the
proverbial with a poke back above 50. This is at odds with
deeply negative production and demand indicators like
new orders. The whiff of more employment in the PMI
might reflect better access to staff, with manufacturers
reporting in the latest QSBO that labour is easier to find.
This suggests less pressure on resource to produce what is
required, a similar message from expected overtime in the
same survey pushing below its 10-year average.

doug_steel@bnz.co.nz

A Wriggle Upward, From Lows

Diffusion Index,

seas. adj. PMI Momentum

ﬁ Degree of
expansion

i
!

Degree of
contraction

45

40

35

03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
Monthly

|Source: BNZ/Business NZ
Concrete Falling
thousand meters Ready-Mixed Concrete Production

cubed (s.a.)
1300 4

1200 +

1100 +

1000 +

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Unusual

Diffusion Index, Performance of Manufacturing Index

seas. adj.

Degree of
expansion

T

42 1 Breakeven Employment

Degree of —  Production
contraction

Nov-02 Nov 04 Nov 06 Nov 08 Nov 10 Nov 12 Nov 14 Nov 16 Nov 18 Nov 20 Nov 22
ISource: BNZ / Business NZ Monthly

Marked Change

Net %, sa, reporting

increased aificuty  Ml@nufacturing - Difficulty in Finding Labour
90

80 Harder
70

60

50

40

30

20

10

0

-10

20

30
-40 Easier
50 Unskll\ed
-60
B0 e e e e s e e . B e e L B s s s s e

Quarterly

www.bnz.co.nz/research

Page 1


mailto:doug_steel@bnz.co.nz

Manufacturing Snapshot 16 February 2024

Contact Details

BNZ Research

Stephen Toplis Doug Steel Jason Wong Stuart Ritson
Head of Research Senior Economist Senior Markets Strategist ~ Senior Interest Rate Strategist
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BNZ Chief Economist
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