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Manufacturing leap astounding

Leading indicators have been suggesting economic momentum
is building in New Zealand. But we feared the enthusiasm
expressed in those indicators might be fragile and take some
time to feed through into actual activity. Indeed, there has been
very little in the reported actual economic outcomes to suggest
a genuine sense of economic improvement. Today’s PMI
reading may well be the kick start of that more positive data
flow. And, frankly, we are staggered by the extent the Index has
jumped. From a war afflicted seasonally adjusted low of 50.6 in
April the index has surged to 59.7 in June to its highest level
since July 2021, which was during the COVID economic bounce-
back. Exclude this and you need to go back to May 2017 to get a
better reading.

So good was the result we have been going through the detail
with a fine-tooth comb in search of a reporting error but we
can’t find one. Every component that makes up the main index
is now well above the 50 mark that represents the dividing line
between contraction and expansion. New orders climbed the
most between April and June and the critical production
measure is also rising strongly.

The pick-up in employment is more modest but still represents
genuine employment growth. Furthermore, the gap between
production and employment may mean that existing employees
are being more fully utilised not only improving manufacturing
productivity but also reducing the fear of job loss.

Not only was the jump in the PMI experienced by all its
components but, on a non-seasonally adjusted basis, every
region, every business size and the clear majority of industry
groups reported improvement. Not surprisingly, the South
Island again outperforms the North. At the other extreme, the
weakest industry was non-metallic mineral product
manufacturing which provides the inputs to a languishing
construction sector.

We are convinced falling fuel prices will have played a big part in
the overall rise in activity but the impact of falling wholesale
electricity prices on an energy intensive sector should not be
overlooked.

While we are overjoyed with today’s reading, we will need to
see a repetition next month to be convinced of its veracity. Also,
we are now waiting with baited-breath to see if the data for
Monday’s Performance of Services Index is supportive of a
wider improvement in economic activity.

For now, though, we can add the June PMI to the increasing pile
of data that suggests the economy is on the mend. It also
provides some justification for the RBNZ’s decision to begin
moving the cash rate towards neutral.

stephen_toplis@bnz.co.nz
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Job creation returns?

Diffusion Index,

seas. adj. PMI Employment

62 4

Degree of
expansion

58 1

54

50

J
46 “J\ f~
42 I
i Degree of
38 4 contraction

34
Jan-03 Jan 05 Jan 07 Jan 09 Jan 11 Jan 13 Jan 15 Jan 17 Jan 19 Jan 21 Jan 23 Jan 25

Source: BNZ/Bus Monthly
Malnly positive
Index (unadjusted) PM'

By Industry, June 2026

Other
Machinery and Equipment
Non-Metallic Mineral Product
Metal Product
Petroleum, Coal, Chemical & Associated Product
Printing, Publishing and Recorded Media
‘Wood and Paper Product
Textile, Clothing, Footwear & Leather
Food, Beverage and Tobacco
% 40 45 50 55 60 65

Source: BusinessNZ, BNZ

www.bnz.co.nz/research

Page 1



Manufacturing Snapshot 9 July 2026

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 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



