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BNZ-BusinessNZ PSI is a monthly survey of the services sector providing
an early indicator of activity levels. A PSI reading above 50 points indicates
services activity is expanding; below 50 indicates it is contracting.

The main PMI and sub-index results are seasonally adjusted.

A for activity

The BNZ - BusinessNZ Performance of Services

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

BNZ - BusinessNZ PSI for June 2013

The seasonally adjusted BNZ - BusinessNZ Performance of Service Index
(PSI) for June stood at 55.0. Although this was down 1 point from May, it

represented consistent activity levels seen in 2013. Compared with previous HIGHLIGHTS - PSI

June results, the 2013 value was the highest recorded since the June 2007 e Service sector activity remains in
value. healthy expansion for 2013.
e All five major sub-indices in

All five main sub-indices were again in expansion during June. New
orders/business (59.7) continued to lead the field, increasing 0.4 points from
May. Activity/sales (57.1) also increased from May, while employment (50.1)
fell back to the level of all but no change. Stock/inventories (53.8) rose 0.4
points, while supplier deliveries (55.0) fell 1.1 points, although still exhibited
healthy expansion.

Activity was positive throughout the country in June. In the North Island, the
Northern region (54.9) fell back 3.7 points to its lowest level since January.
The Central region (50.9) also fell back 2.3 points from May, but remained in
slight expansion. In contrast, the Canterbury/Westland region (53.3) went
back into expansion after two consecutive months in contraction, while the
Otago/Southland region (56.9) continued to show more positive growth, with
its highest result since March.

Service sector results by sub-sector were mostly positive during June.
Property & business services (59.8) led the way with its highest result since
November 2012. Both wholesale (54.1) and retail (54.6) trade displayed
similar levels of activity during June, while health & community services
(52.6) remained largely unchanged from its value in May.

Inside BNZ Commentary this Month (page 4)
BNZ Economist Doug Steel takes a look at a range of service sector
indicators from house sales, to tourist numbers and even road user
charges. While annual growth rates are far from uniform, they are all
positive. It’s all in line with what the PSI has been indicating all year.

expansion, led by new
orders/business.

e Regional activity positive across all
of the country.

HIGHLIGHTS — PERFORMANCE OF
COMPOSITE INDEX (PCI)
e Options for measuring PCI activity

both showed a Ilower rate of
increase.

e Global PCI for June decreases from
May.

Next BNZ - BusinessNZ PSI/PCl: 19
August 2013

SPONSOR STATEMENT

BNZ is delighted to be associated with both 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 services sector.

BNZ (www.research.bnz.co.nz)
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The main PMI and sub-index results are seasonally adjusted.

BN2Z - BusinessNZ Performance of Services Index Time
Series (Apr 2007 - June 2013)
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June PSI time series tables
National Indexes June @ June June June June June
2008 2009 2010 2011 2012 2013

BNZ - BusinessNZ PS| (s.a.) | 47.8 46.8 54.3 53.9 53.5 55.0

Activity/Sales (s.a.) 456 | 443 | 56.1 570 | 544 | 571

Employment (s.a.) 42.5 44.3 52.9 51.0 52.5 50.1

New Orders/Business (s.a.) 52.7 51.7 57.9 57.3 58.0 59.7

Stocks/Inventories (s.a.) 50.7 45.1 49.6 53.9 50.7 53.8

Supplier Deliveries (s.a.) 47.5 46.9 51.2 49.8 50.5 55.0

PARTICIPANTS
June @ June June June June

BusinessNZ  gratefully acknowledges the
2008 2009 2010 2012 2013 participation of the following associations in

contributing to the PSI:

Regional Indexes

BNZ - BusinessNZ PSl (s.a.) | 47.8 46.8 54.3 53.9 53.5 55.0
Employers & Manufacturers Association

Northern 439 | 444 | 581 52.1 | 51.8 | 54.9 (Northern)
Central 479 | 458 51.6 55.6 55.2 50.9 Business Central
Canterbury/Westland 511 | 475 | 460 | 592 | 587 | 533 Canterbury Employers’ Chamber of Commerce

Otago Southland Employers Association
Otago/Southland 36.1 44.8 38.7 44.1 45.0 56.9 o
Hospitality New Zealand

(s.a. denotes seasonally adjusted)
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Off a high

BNZ - BusinessNZ Performance of Composite Index (PCI) for

June 2013 About the Performance of Composite Index
The seasonally adjusted BNZ - BusinessNZ Performance of Composite The ZNZ - ZUEFESSIZ BEiOUiEEe o
. . . Composite Index (PCI) takes into account results
Index or PCI (which combines the PMI and PSI) for June saw both options from both the Performance of Manufacturing
for measuring the PCI come off recent highs in activity. Index (PMI) and the Performance of Services
Index (PSI).

The GDP-Weighted Index (55.0) decreased 1.4 points from May, while the _ ; _
Free-Weighted Index (55.2) decreased 2.4 points over the same period. The CraraiTee) (eSS 20 s I 59 Wy
drops were due to both the manufacturing and service sectors coming off a

GDP-Weighted Index: Apportions the weight of
strong May result.

the manufacturing and services index within the
economy to produce an overall result.

The JPMorgan Global Combined Index for June (51.4) was down from 52.9
in May. The weaker rate of increase was mainly due to a sharp slowdown in
global service sector growth.

Free-Weighted Index: Combines data from both
indexes to produce an overall result.

Both time series for the PCI are then seasonally

. . . . djusted.
BNZ - BusinessNZ PCI Seasonally Adjusted Time Series e

(April 2007 - June 2013)
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Performance of Composite Index June time series table
Combined National June June June June June June
Indexes 2008 2009 2010 2011 2012 2013

GDP-Weighted Index (s.a.)) | 474 | 46.8 54.4 53.9 53.0 55.0
Free-Weighted Index (s.a.) 46.7 46.8 54.8 54.0 51.8 55.2
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Silver Service

Service sector posting solid growth
So says a range of indicators
Outlook positive too

So why a slowing in employment?

The service sector has a firm growth pulse — at least that
is what the Performance of Services Index (PSI) has been
telling us all year. Maybe not a gold medal performance,
but surely a solid silver. The story continued in June. True
enough that the PSI eased a touch to 55.0 from 56.0 last
month, but such a move is well within the usual monthly
noise. More telling is that another reading in the mid-50s,
well above the 50 mark that distinguishes progress from
contraction, points to a decent rate of expansion for the
biggest sector of the economy.

The drivers of a positive PSI this month look familiar too;
namely strong sales activity and even stronger new
orders. Both indicators are higher than a month ago, but
again the degree of change is immaterial. Still, a new
orders index at close to 60 is getting up there and bodes
well for expansion ahead.

Index, s.a. NZ PSI
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This is all good stuff, but is the PSI positivity showing
up in the hard data? After all, the PSl is a sample survey
of a very big sector. Could it be misrepresenting the
broad trends?

To try and get a feel for this, we cast our eye over a few
indicators. Some are either a direct measure of service
sector activity (like accommodation guest nights) or
closely associated with service sector sales (like building
consents and associated professional services). Some
have strong elements of both aspects, like house sales
providing an indicator of real estate agent service as well
as other associated professional services. Of course, all

research.bnz.co.nz

only provide an indication of what is going on in various
bits of what is a very diverse sector.

The latest annual growth rates of the indicators we looked
at are shown in the table. While it is a jumble of measures,
they give a sense of what is going on. Despite the obvious
wide range of growth rates over the past year, all are
positive. That said, it does not necessarily mean that the
level of activity is particularly high. For example, the strong
growth in non-residential building consents is coming off
a low base such that the value of consents remains well
below its previous peak in 2009. But whatever the various
starting positions, these indicators at least support the
notion of decent service sector growth over the past year.

Index, s.a. =
PSI New Orders and Activity/Sales
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Latest annual growth
(3 month average)

Residential building consents, value 27.4
Non-residential building consents, value 26.3
Car registrations, number 16.5
House sales, number 10.4
Farm sales, number 9.6
Senvces electronic transactions, value 8.6
Tourist arrivals, number 8.1
Mortgage approvals, value 6.4
Accommodation guest nights, number 5.8
Retail electronic transactions, value 5.3
Household credit, value 4.7
Road user charge tax revenue, value 2.0
Wholesale sales, value 1.2

Another indicator that has turned sharply positive over the
past few months is net immigration. The annual net flow
of migrants has turned from an outflow of over 3,600 a
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year ago to a net inflow of more than 6,200. Moreover, the
run rate of the past few months is over 20,000. This bodes
well for more economic activity ahead, including in the
service sector.

15 July 2013

Net inflow (000s) Net Immigration
70

60

Mthly SA Annualised

50

40

30

20

10

0

-10

-20

-30

-40

95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13

Source: Statistics New Zealand, BNZ Monthly

Index, s.a. PSI Employment
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All this is not to say that the very latest reading in each
and every one of these indicators is showing strong
growth. Rather that the trend of the past year has been
positive. In fact, as much as the broad trends are positive,
there are some question marks too like the sharp slowing
in mortgage approvals over recent weeks compared to a
year ago. This might reflect a general lack of house
listings such that buyers are struggling to find something
to buy. Or perhaps it is a sign of slowing demand?

Either way, it's worth watching.

Another question mark is the mild easing in this month'’s
PSI employment indicator. It is still positive at 50.1, just
not as positive as last month’s 53.3. Our hunch is that
this move is probably just monthly noise, rather than
something fundamental.

But who knows, given the general buoyancy in the sales
indicators above, the PSI new orders, and service sector
employment intentions (from other business surveys), the
slowing in the PSI employment index this month might
well reflect the difficulty firms are having to find the
appropriate staff as much as it reflects any slowing in
labour demand growth. Such a conclusion would certainly
be consistent with last week's Quarterly Survey of
Business Opinion. The number of service sector firms
reporting labour as the major factor restricting growth has
lifted to its highest level in five years. Sure it is not sky
high, but it's worth watching. After all, it is quite a
different story if firms are having more difficulty filling
positions versus not having positions to fill. A different
story for wage pressure, general inflation pressure, and
the outlook for interest rates to name a few.

www.research.bnz.co.nz
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