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Ugly

There was very little to like in May’s Performance of
Services Index (PSI). The PSl fell to 43.0 in May from April’s
already weak 46.6. This extends a rapid decline from
February’s ok looking 52.4. The speed of decline is as
worrisome as its size over the past three months. There is
weak and then there is very weak. Aside from covid
lockdown periods, May’s PSI result is the lowest in the
history of the survey that started in 2007. It is lower than
the 44.9 low reached during the GFC. This tells of a
services sector in reverse, at pace.

All well below average

All major PSI components fell in the month. This puts them
all further and significantly below average. Activity/sales
was the weakness in May on an outright basis, at 40.9.
That is a massive 13.6 index points below its long-term
norm, a comparison only surpassed by the new
orders/business indicator that slumped to 42.6 and some
14.5 index points below normal. Demand has slumped.

Retail pain

Most industries are in retreat, with retail’s PSI 33.8 the
weakest of all and its lowest ever May result. As one PSI
respondent put it, ‘sudden drop in sales’ and ‘average
order volume down significantly’. Another noted
‘Redirection of the products customers are buying. Lower
value products have higher demand’. This sentiment fits
with last week’s electronic card transaction data for May.
The seasonally adjusted data saw the value of retail
transactions drop 1.1% m/m, to be down 2.6% on a year
ago. The average value of a transaction was 2.2% lower
than a year earlier.

Growth negative

All the above suggests downside risk to Q2 GDP (Q1 figures
are due this week). Combining the very weak PSI with last
week’s soft PMI yields a composite index that points to
GDP falling by more than many might care to believe. Even
if this week’s Q1 GDP figures manage something near zero
as we think on an annual basis, the PSI and PMI indicators
suggest a larger negative than we already anticipate for
Q2. They raise the risk of significantly weaker annual GDP
growth in Q2 than that published in the RBNZ’s May MPS.
NZ’s PSI and PMI also look weak relative to elsewhere.
Indeed, both local indicators are lower than their
equivalents across the major comparators we look at like
in Australia, China, Europe, Japan, UK, and the US.
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Fast and steep decline

Index PSI - Seasonally Adjusted
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WeII below normal

Index. PSI Deviation From Average
(May 2024)
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Material downside risk

Index PMI/PSI indicator vs. GDP growth AOGE
70 4 10
GDP growth
66 1 (RHS) 8
62 6
58 4 4
54 4 2
50 0

\/ o
46 4

N

IS
i
EN

w
&
&

w
®
&

| *weighted average of the PMI and PSI

0og 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

www.bnz.co.nz/research

Page 1


mailto:doug_steel@bnz.co.nz

Services Landscape 17 June 2024

Contact Details

BNZ Research

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

Mike Jones
BNZ Chief Economist

Main Offices

Wellington

Level 2, BNZ Place

1 Whitmore St

Private Bag 39806
Wellington Mail Centre
Lower Hutt 5045

Auckland

80 Queen Street
Private Bag 92208
Auckland 1142

New Zealand

Toll Free: 0800 283 269

Christchurch

111 Cashel Street
Christchurch 8011
New Zealand

Toll Free: 0800 854 854

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



