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Small tick up

The Performance of Manufacturing Index (PMI) lifted
slightly from 44.4 to 45.8 in August but remains firmly in
contractionary territory. The PMI has now been stuck
below 50 for 18 consecutive months and the August result
remains consistent with a struggling manufacturing sector.
While business confidence and building consent indicators
have ticked up from their very low levels offering potential
for improvement over the coming 12 months, which is
consistent with our economic forecasts, the PMl is an
indicator of outcomes and continues to show that current
conditions remain challenging. Our economic forecasts
remain for the manufacturing sector to turn when the
broader economy turns.

Weak but improving

While all sub-indices remain well below their historical
average, four of the five sub-indices improved in August.
The PMI new orders index recovered the most from 43.3
to 46.8. While not indicating expansion, it is considerably
less pessimistic than June’s 39.5. It is a step in the right
direction and if this trend continues it is not far from
indicating an upturn in demand. The PMI new orders
indicator remains softer than the recent lift in QSBO new
orders. In any case, it is worth remembering that the
current starting point for the manufacturing sector
remains very weak. The PMI employment index also
increased, from 43.5 to 46.6, but still implies a further
reduction in manufacturing employment.

Destocking trend continues

The PMI finished stocks index was the only sub-index to fall
in August. It eased slightly to 46.2 as the destocking trend
continued. On a three-month moving average basis, the
index is now at its lowest level since 2020. The PMI
finished stocks index is now slightly below the PMI new
orders index — for the first time in two years. This suggests
more scope for manufacturing production to pick up upon
an eventual turn in demand.

Glimmers of hope

While the August result is far from good, there have been
some positive developments. Business confidence has
improved further following the Reserve Bank of New
Zealand’s OCR cut in August. While falling interest rates
will support demand, it will take time for the lower OCR to
generate a pick-up in sales. We anticipate next week’s Q2
GDP figures to include an expansion in the manufacturing
component for the quarter, driven by gains in some
individual industries like Transport and Machinery
Equipment, but more general weakness to be evident with
annual growth still clearly negative.
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Weakness persists

Diffusion Index,

seas. adj PMI Momentum

65

60 ﬂ Degree of

expansion

I .
o Lo fRL I

5 WQM TR ”\w L

5!

a

S

i
40 Il

Degree of
contraction

03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

Monthly

Fragile across the board

index PMI Deviation From Average
August 2024

2

0

-2

-4 I I . I I I

6

-8

-10

PMI Production Employment New Orders Stocks Deliveries

Source: BNZ/BusinessNZ
Moving in the right direction
Diff Ind

(Seasad) PMI and QSBO New Orders Net%
70 r 50

PMI New Orders (LHS)

| WﬁﬁJVMA1

t 40
t 30

20

M L

3 T T T T T T T T T T T T T T T T T T T T T -50
03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

|Source: BNZ/BusinessNZ, NZIER Monthly/Quarterly
Not there yet
lefus\on Index

(oane at) PMI and Manufacturing GDP

75 r24
70 r 20

Breakeven

03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
Source: BNZ/BusinessNZ, Stats NZ Monthly/Quarterly

www.bnz.co.nz/research

Page 1



Manufacturing Snapshot 13 September 2024

Contact Details

BNZ Research

Stephen Toplis Doug Steel Matt Brunt Jason Wong Stuart Ritson
Head of Research Senior Economist Economist Senior Markets Strategist ~ Senior Interest Rate Strategist

Mike Jones
BNZ Chief Economist

Main Offices

Wellington Auckland Christchurch

Level 2, BNZ Place 80 Queen Street 111 Cashel Street

1 Whitmore St Private Bag 92208 Christchurch 8011
Private Bag 39806 Auckland 1142 New Zealand
Wellington Mail Centre New Zealand Toll Free: 0800 854 854
Lower Hutt 5045 Toll Free: 0800 283 269

New Zealand

Toll Free: 0800 283 269

This document has been produced by Bank of New Zealand (BNZ). BNZ is a registered bank in New Zealand and is only authorised to offer products and services to customers in New Zealand.

Analyst Disclaimer: The Information accurately reflects the personal views of the author(s) about the securities, issuers and other subject matters discussed, and is based upon sources
reasonably believed to be reliable and accurate. The views of the author(s) do not necessarily reflect the views of the NAB Group. No part of the compensation of the author(s) was, is, or will
be, directly or indirectly, related to any specific recommendations or views expressed.

BNZ maintains an effective information barrier between the research analysts and its private side operations. Private side functions are physically segregated from the research analysts and
have no control over their remuneration or budget. The research functions do not report directly or indirectly to any private side function. The Research analyst might have received help from
the issuer subject in the research report.

New Zealand: The information in this publication is provided for general information purposes only, and is a summary based on selective information which may not be complete for your
purposes. This publication does not constitute any advice or recommendation with respect to any matter discussed in it, and its contents should not be relied on or used as a basis for entering
into any products described in it. Bank of New Zealand recommends recipients seek independent advice prior to acting in relation to any of the matters discussed in this publication.

Any statements as to past performance do not represent future performance, and no statements as to future matters are guaranteed to be accurate or reliable.

Neither Bank of New Zealand nor any person involved in this publication accepts any liability for any loss or damage whatsoever which may directly or indirectly result from any advice,
opinion, information, representation or omission, whether negligent or otherwise, contained in this publication.

USA: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not intended as an offer or solicitation for the purchase or sale of any
securities, financial instrument or product or to provide financial services. It is not the intention of nabSecurities to create legal relations on the basis of information provided herein.

www.bnz.co.nz/research Page 2



