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The PSI

If the RBNZ needed any reassurance that the economy
has a great lot going for it, then November's Performance
of Services Index (PSI) has given it in spades. It roared
back to a new 7-year high, of 59.8. This is a lot faster than
its average (since April 2007 inception) of 53.8. If there
was a laggard in its componentry it was inventory (much
like we saw in the PMI for the month). But this simply left
its production (62.3) and new orders (64.2) indices leading
the charge. With this, we expect the services component
of GDP will print well over the second half of 2015. The
Q3 portion of this is due in Thursday's GDP report, which
we expect will show a 0.6% expansion (2.0% y/y) in the
nation’s economy. There could well be upside to this, if
the recent resurgence in the PSl is anything to go by.

Retail Spending

There is still much to suggest consumer spending
continues to forge strongly northward. As for November's
electronic card transactions, they were roughly in line
with market expectations. They increased a seasonally
adjusted 0.2%, overall, and 0.3% in their retail
component. There were no major variations in the details
to report on — bearing in mind there’s always a bit of
bumpiness from month to month. Overall, these latest
ECT results were about what we expected. This leaves a
good chance of seeing a decent increase in Q4 retail trade
volumes, in the order of 0.6%. This would follow their
1.6% jump in Q3, setting annual growth at a strong 4.4%.

Accommodation

Consistent with everything else where hearing of the
(booming) tourism sector, October’s guest nights were
up 2.9% on a year ago. This sustained the solid annual
growth we've been seeing over the last couple of years
now. With this, it's no surprise to see occupancy rates
continue to push higher, to new long-term highs. While
this is most apparent in hotels, it's also the trend in other
accommodation types, like motels, backpackers and
holiday parks. These signs of stretched capacity should
spur new capacity to be built.

Housing

Interpretation of the monthly Real Estate Institute (REINZ)
data has been made all the more difficult of late. This is
because of the Oct/Nov policy changes, as well as annual
comparisons to the election period around September last
year. But, like some comedians, we can at least offer
some impressions. Ours is that November's REINZ results
affirmed a more-mixed period for Auckland'’s housing
market; but also that a momentum is developing in most
other parts of the country now — pervasively so in terms of
home sales, as well as for the majority of non-Auckland
housing markets with respect to inflation.
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