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Could have been worse?

February’s Performance of Services Index (PSI) was
conceivably better than some might have thought, given
Omicron’s escalating spread through the country during
the month. But, at 48.6, which was a touch higher than
January’s 46.0, the PSI remains weak. February marks the
PSI’s seventh consecutive month below the breakeven 50
mark. Pain is accumulating. While there were some overs
and unders in the components, all remain below their
respective long-term averages. Regionally, on an
unadjusted basis, the PSI for all major areas remained sub-
50, with weakness most pronounced in Otago/Southland
(38.6) and Central (42.8).

Ups and downs

New orders and activity/sales did bounce back a bit above
50, but only from very weak January readings. Deliveries
took another lurch lower, indicating supply side
bottlenecks got worse during February. Meanwhile,
employment fell further to a disconcertingly low 45.0 (its
lowest reading since the pandemic hit). Perhaps this
reflects absenteeism/sickness/isolating in the face of
Omicron. It is difficult to be sure. Regardless, respondent
comments suggests a lack of labour supply remains a
critical issue for many, although there was the odd
comment noting staff reductions due to waning demand.

Massive variation

Variation across industries was extreme in February.
Omicron’s impact is there for all to see in the likes of
accommodation, cafes, and restaurants with its lowest
ever PS| recording of 11.2. Just dreadful. Cultural,
recreational, and personal services was hardly any better
with an unadjusted 20.8. Retail and wholesale trade were
well below the 50 line — as spending plunged in the month
as indicated by a large drop in electronic card transactions.
Property and business services was just below the 50 mark
perhaps hindered by a softening housing market. On the
positive side was communications, albeit following a weak
January. Likewise for transport and storage. Finance and
insurance recorded another positive month. Overall, the
range of results across industries was the biggest ever
recorded since the survey started 15 years ago.

Growth implications

GDP in the services sector, as a whole, might well have
posted a decent bounce in Q4 if recently released Stats NZ
indicators are any guide. The official GDP data are out on
Thursday. A Q4 bounce, if it’s confirmed (as we think it will
be), needs to be seen in the context of the Delta-
influenced lockdowns of Q3. The PCl, which combines
today’s sub-par PSI with last week’s good PMI, suggests a
struggle to achieve any growth in Q1.
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Record Variation
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Any Growth in Q17?
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