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Minimal growth warning

Doing it tough i, 0 PMI/PS! indicator vs. GDP growth Ayt
The Performance of Services Index (PSI) continues to . o [ '

GDP growth (RHS) GDF

suggest downside risk to New Zealand’s forecast economic
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recovery. Yes, the PSI nudged up from 47.6 to 48.3, but ® 4
such a level is hardly reason to celebrate. Service sector 52 N
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conditions remain challenging. In a similar vein to the w] U ! \F
Performance of Manufacturing Index (PMI) on Friday, the -

average PSI for Q3 (48.3) was marginally above its average »

for Q2 (46.7). In isolation, the combined PMI/PSI activity 2 s o e o s

indicator warns of economic growth struggling to gain R R EEEEEEEEEEE
traction. Source: BNZ/BusinessNZ, Stats NZ Monthly

Demand subdued Index. PSI Deviation From Average

(September 2025)
2

Looking across the five PSI sub-indexes, the weakness in

September was broad based. The PMI activity/sales index 0
(47.8) and PMI new orders/business index (49.6) both
lifted but remain the furthest below their historical 2

average. Subdued demand appears to be the key factor
limiting service sector activity. Indeed, 63% of respondents

in the latest Quarterly Survey of Business Opinion (QSBO) .

said that demand was their primary constraint. Slow

pODUIation grOWthl |Inked to IOW net Immlgration’ Is One ® PSI Activity/Sales Employment New Stocks/Inventories Supplier
factor behind subdued demand. s o i petveres
Housing sen Household Net Wealth son
Recently released data for the June 2025 quarter show 140 Level (hs) [ 2690
that household net wealth is at the same level it was back - 2400
in December 2021. After adjusting for inflation, it is well a0 2,200
below. House prices are 15% below their late 2021 peak, 60 ey 2000

and this has been widely felt across the economy. The PSI
property and business services index has averaged 48.5

over the last 12 months. More encouragingly, activity in 20
the housing market is well above previous lows as lower “
interest rates offer support.

1,800

1,600

1,400

1,200

-80 1,000
Jun-16 Jun-17 Jun-18 Jun-19 Jun-20 Jun-21 Jun-22 Jun-23 Jun-24 Jun-25

S Quarterly

iew Zealand, BNZ

Employment Mixed picture

The soft labour market is weighing on consumer — e QSBO Services Employment
confidence. We have been warning for some time that the w0l

labour market will lag New Zealand’s economic recovery. %0 |

In September, the PSI employment index was the weakest 20 l,\j\ M . )\A \
sub-index and eased slightly from 48.4 to 47.8. It suggests 10 w\ \ W /\I\A
current employment conditions are subdued, even if other 0 \‘v~ ‘/\'v'—/ V A \/\ |
indicators like new job ads and QSBO hiring intentions 10 \/ ' V\I v\/w ‘
suggest that the worst for employment may be behind us. 2] Cyperenced, past  months
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