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The PMI

New Zealand’s Performance of Manufacturing Index (PMl)
remained close to flat in January. Moving into a new year, but
still going nowhere, it posted an index reading of 49.6, from 49.2
in December. Then again, in the context of the latest global
ructions — this time related to the COVID-19 virus — January’s
PMI could arguably be read as a relatively decent outcome. At
the same time, it is surely too early for the PMI to capture the
economic consequences of the virus. What we do know is that
only two respondents to January’s survey specifically mentioned
the “coronavirus” as a negative influence on their business.

Global

Of course, it’s also too soon for the latest global PMI to be
meaningfully indicating the disruptions from COVID-19. All the
same, its January reading was interesting, in that it nudged up to
a seasonally adjusted 50.4, from 50.1 in December. Its recent
low point was 49.3, back in July. This speaks to the sense of
stability that was emerging in global growth, just as the virus,
epicentred in China, threw a giant spanner in the works. The
latter will make it very difficult to read the undercurrent to
global growth for the meantime. However, things like the PMls
will at least help gauge the global economy’s immediate
momentum, and by way of regions/countries (Asia/China
included).

Detail

With respect to the NZ PMI, at face value it looked as though
new orders, at 50.6, were holding their own, while employment
—which slipped to 46.9, from 49.6 — was letting the side down.
However, when comparing the main sub-indices to their long-
term norms the picture was more one of everything under-
shooting a bit. The industry detail also felt predominantly below-
the-line. In unadjusted terms at least, only Non-Metallic Mineral
Product Manufacturing was above the breakeven 50 level —and
that should be treated with a grain of salt because of a very low
sample size in January. Nor were there any bright spots to point
to with respect to firm size, with all of them back below 50
(unadjusted).

Food

One component of the NZ PMI to keep a particularly close eye
on over coming months is Food, Beverages and Tobacco — for at
least a couple of reasons. One is obviously the impact from
COVID-19, given New Zealand sends a big proportion of its food
products to the Asian region these days, notably so to China.
Then again, this would arguably affect price more than volume,
given the latter is more determined by the weather than current
demand. And the local weather has become problematic. In
particular, increasingly dry weather has every potential to crimp
dairy production, but also bring-forward some meat processing.
Both are important for local manufacturing.
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