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Manufacturing Snapshot 
RESEARCH 

The PMI 

It’s disappointing. After a couple of months flirting with 
positivity, New Zealand’s Performance of Manufacturing Index 
(PMI) dipped back just below the breakeven line again in 
December. As such, its index reading of 49.3, from 51.2 in 
November, was even further adrift of its long-term average of 
53.3. Production remained the biggest laggard, with its index 
slipping to 48.2, from 49.4. New orders, meanwhile, moderated 
to 51.0 – clearly below its statistical norm (55.0). The PMI 
employment indicator, at 49.9, was only fractionally below 
trend, while the bounce in inventory (52.8, for 49.2) was nothing 
outlandish, in broad respect.   

QSBO Reports 

A sense of struggle could also be extracted from the 
manufacturing section of Tuesday’s NZIER Quarterly Survey of 
Business Opinion (QSBO). For example, reports of output 
regarding the past 3 months were roughly flat, albeit not 
negative as they were for the prior quarter. Similarly, 
respondents’ reported new orders as being down slightly, 
although nowhere near as weak as they were 3 months before 
that. Interestingly, there was also a clear rise in overdue debtors 
assailing the manufacturing sector, according to the QSBO.     

QSBO Expectations 

Having said this, the QSBO also pointed to the manufacturing 
sector probably being through its worst now. Respondents 
expected output over the coming 3 months to pick up 
noticeably, for example. The forward view was likewise stronger 
than it was last quarter, with respect to orders, investment in 
plant, machinery and buildings, export sales and, at the margin, 
employment. There was also a sense of a turning point, in that 
profit indicators were looking much less dire, as cost indicators, 
while still strong, were not as intensive as they were over the 
earlier part of last year. And while there was an increase in 
inventory reported amongst QSBO manufacturers, they didn’t 
view it as anything “too high”.               

Capacity 

For the meantime, capacity utilisation in New Zealand’s 

manufacturing industry has come off the boil, to an extent. The 

QSBO variable on this – known as CUBO – eased to 91.0% in 
the December quarter, from 92.5% in the September quarter, 

and 92.7% back in June. However, with its long-term average 

being 90.0%, the latest result is still above normal. It’s been a 

similar story on staffing difficulties for manufacturers, to a 
point. While the QSBO gauges on these aren’t as severe as 

they were at the start of 2019, they were still relatively 

significant by the end of it. Like for the economy as a whole, 

these series suggest a still-tight labour market, inferring a 
relatively low unemployment rate.  
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