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The PMI

It looked sweet through much of 2017, but New Zealand's
manufacturing industry has definitely run into some treacle
this year. This is the message from the Performance of
Manufacturing Index (PMI) anyway. Sure, it improved in
August, to a seasonally adjusted level of 52.0. But this was
hardly different to the average of the previous two months,
leaving the PMI running below normal in its growth signal. To
be fair, things were a little more encouraging in new orders
(53.2) and even production (52.6); but with emphasis on the
word little. Each of these sub-indices remained below their
respective long-term averages.

Employment

Neither can we draw a lot of confidence from the latest
PMI in that its employment index is exhibiting signs of
stalling. Of course, July’'s bounce in this regard, to 51.2,
offered some hope that things were improving. But its
move back down below the 50 breakeven mark in August
—t0 48.1 — marked the third month in four that job
contraction was indicated (albeit only marginally so). This
is not a good look for the labour market. And it is a
conduit, into the household sector, that bears watching,
given weak business confidence. Having said this, not
everything is saying the NZ jobs market is wobbling. Job
ads, indeed, have picked up over recent months.

Sales

We should also point out, for perspective, industrial activity is
not as bad as Monday's June quarter figures inferred. These
registered a 1.2% slump in the volume of manufacturing
sales. This was a big enough miss to dent our Q2 GDP
growth expectation to 0.6% (2.4% y/y). However, this was,
notably, the result of maintenance work at the Marsden Point
oil refinery, along with significant, but also transitory,
disruption to Methanex’s (methanol) production. Both of
these forms of energy output will surely bounce-back
significantly in the September quarter, aiding GDP growth in
the process.

Food

Issues of timing have also affected New Zealand's food
processing of late. Granted, this wasn't obvious in the Q2
manufacturing statistics, which showed just a 1.6% increase
in meat and dairy product manufacturing volumes, compared
to Q1 (s.a.). However, separate figures on milk production
and meat slaughter confirm a big rebound in Q2, after a weak
Q1 (largely weather related). This is also something to bear in
mind for the Q2 GDP accounts, due 20 September. But it
wasn't just food processing that was looking positive in June
quarter manufacturing. So too were a lot of the other
categories (with the notable exception of Petro-Chemicals).
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