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Better 

The Performance of Services Index (PSI) started the New 
Year better than it ended last year. January’s 54.5 was a 
fair improvement on December’s 52.0, popping the PSI 
back above its long term norm. However, the details were 
extremely mixed. Employment lifted back above 
breakeven after last month’s material dip. But the recent 
positivity in new orders lost steam, with January’s 54.5 the 
lowest reading in six months. Activity/sales remained 
modestly positive while inventories rose. Combining 
today’s PSI with last week’s better-looking PMI yields a 
reasonable-looking composite index of 53.8 (GDP 
weighted) in January, up from December’s 51.6. 

Trend still down 

As encouraging as January’s PSI result might look, we are 
reluctant to read too much into one month’s result – 
especially around the holiday period. The PSI trend is still 
cooling, judging by its 3-month moving average (53.4 in 
January from 54.3 in December). Industry performance 
remains highly varied. For example, Cultural, Recreational, 
& Personal retains pole position with a hefty unadjusted 
63.1 in January. Accommodation, Cafes & Restaurants 
remains positive as tourists return. But Retail Trade posted 
its third consecutive sub-50 reading and at an unadjusted 
33.8 is the weakest January result for the sector since the 
PSI survey started just over fifteen years ago. 

People 

The lift in PSI and PCI employment is interesting. It might 
well reflect some satisfying of demand for labour (but by 
no means all, judging by respondent comments) rather 
than necessarily more demand for labour. We wonder if 
more employment reflects increasing labour supply via 
what looks like a very strong turn to the positive in net 
migration toward the end of last year. If so, and it is 
indicative of wider business trends, it would fit with our 
forecast of some overall employment growth but also a 
tick higher in the nation’s unemployment rate over the 
first half of 2023. 

Regional view 

By region, the Northern PSI was clearly softer than others 
in January at an unadjusted 40.1. It is tempting to pin this 
all on extreme weather that some of this region faced 
during the month. But the region’s PSI had been under-
performing for a while and the difference to other regions 
in January was like that recorded over recent months. 
Interestingly, there was minimal respondent comments 
relating to the weather and only one from the Northern 
region – perhaps because the worst of it hit very late in the 
month. Something to watch for in February’s PSI. 
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A Bounce In A Downtrend? 
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