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The winter blues - Consumer confidence drops to low levels

+ The Westpac McDermott Miller Consumer

Consumer confidence indices

Confidence Index fell 11 points to 82.2 in June.
That fall erased the gains seen over the past
six months, leaving consumer confidence at
low levels.

« Household finances continue to be squeezed
by high interest rates and large increases

in living costs. Households are also nervous
about where the economy is headed over
the coming year. That combination of factors
has prompted many families to wind back
their spending.

Confidence is low right across the country and
across all age groups.

Jun-24 Mar-24 Change Average

Consumer Confidence Index 82.2 93.2 -11.0  107.9
Present Conditions Index 74.4 85.1 -10.7  105.8
Expected Conditions Index  87.3 98.6 -11.3 110.7
Current financial situation -27.8 -18.4 -94 -9.8
Expected financial situation -3.5 54 -8.9 10.5
1-year economic outlook -30.7 -16.4 -14.3 -4.8
5-year economic outlook -3.8 6.9 -10.7 26.3
'Good time to buy' -93.3 N4 -1.9 214

The lift in household sentiment that we saw over the past
six months has now reversed. The Westpac McDermott
Miller Consumer Confidence Index fell 11 points in June,
taking confidence to a level of 82.2. That’s back around
the lows that we saw over much of the past year with the
number of New Zealanders who are feeling pessimistic
about economic conditions outnumbering those that are
optimistic by a wide margin.

Consumer Confidence

Index

Index

140 - - 140
Above 100: More New Zealanders are
optimistic about the economic
130 4 environment than are pessimistic. + 130
120 4 r 120
110 A F 110
100 + vn 100
June
90 - 2024: - 90
822
80 - r 80
Below 100: More New Zealanders are
70 - pessimistic about the economic L 70
environment than are optimistic.
Source: Westpac McDermott Miller
60 60

1988 1993 1998 2003 2008 2013 2018 2023

The big issue that is worrying New Zealand households
is the ongoing pressure on their wallets. 42% of the
households that we spoke to have told us that their
financial position has deteriorated over the past year,
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while only 14% have seen an improvement. Looking
ahead, most of the households we spoke to expect their
financial position will continue to deteriorate over the
year ahead.

What’s happened to households’ finances?

% %

50 r 50
% of households whose financial
position improved over the past year
25 r 25
0 Y
-25 F-25
-50 r -50
% of households whose financial
75 Source: Westpac McDermott Miller position deteriorated over the past year 75
- t T T -

1990 1995 2000 2005 2010 2015 2020

Cost of living pressures remain front of mind for nearly
every household that we've spoken to recently. While the
slowing in overall inflation from rates of over 7% in 2022

to 4% at the start of this year will have been a relief to
many families, we're still seeing large price increases in
some areas. There have been particularly large increases
in housing costs like rents (up close to 5% over the past
year), insurance (Up nearly 25%), as well as rates and other
local council services (up around 10% across the country).

Many households have also faced large increases in their
mortgage costs as they’ve rolled off the very low interest
rates that were on offer in the wake of the pandemic. In
addition, there had previously been some suggestions
that the RBNZ might start to reduce the OCR through the
middle part of this year (which likely contributed to the
rise in economic optimism that we saw starting to emerge
late last year). However, lingering inflation pressures
have poured cold water on the chances of near-term rate
reductions from the RBNZ, with rate cuts now likely to

be a 2025 story. That will have been a disappointment

to those households who had been hoping for near term
relief on their borrowing costs.

Mortgage interest rates
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Compounding the concerns about their own financial
position, increasing numbers of households also expect

tough economic conditions more generally over the year
ahead. Economic activity in New Zealand has fallen in four
of the last five quarters. And with widespread reports of
continued weakness, it’s perhaps unsurprising that 42%
of households we spoke to expect economic conditions
will weaken over the next 12 months, compared to just
11% who expect an improvement.

Consistent with that nervousness about the economic
outlook, many of the households we’ve spoken to during
our recent travels around the country mentioned concern
about the softening in the labour market and job security.
Unemployment has already risen to 4.3% and we're
expecting a further rise over the coming months. We’'ll
take a closer look at how confidence in the labour market
is shaping up next week in our Westpac-McDermott Miller
Employment Confidence report.

Do you expect good or bad economic times over the coming year?
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Spending downturn deepening.

With high living costs sucking money out of their wallets,
as well as growing nervousness about the economic
outlook, it’s no surprise that many households are leaving
their credit cards in their wallets. The past few months
have seen increasing numbers of households scaling
back their spending on leisure activities like dining out.
Similarly, the number of households who think it’s a good
time to make a major purchase is languishing close to
record lows.

Is this a good or bad time to buy a major household item?
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Those subdued spending appetites have resulted in
weak retail spending. In fact, even with strong population
growth and large increases in consumer prices, retail
spending levels have fallen nearly 2% over the past year.

From Cape Reinga to the Bluff: Confidence
low right across the country.

With cost of living pressures widespread, confidence is
low in every corner of the country. The June quarter did
see some slight upticks in confidence in areas like Otago
and Gisborne. However, those moves were well within the
margin of error and confidence in those regions remains
subdued. In addition, while the early part of this year had
seen confidence in regions like Auckland and Wellington
pushing higher, those gains have now reversed.

Consumer Confidence by region

Jun-24 Mar-24 Average

Northland 85.6 991 105.4
Auckland 81.0 105.7 121

Waikato 88.7 8811 106.4
Bay of Plenty 776 867 107.2
Gisborne/Hawke's Bay 851 83.3 106.1
Taranaki/Manawatu-Whanganui 851 83.8 105.3
Wellington 79.3 90.1 1.4
Nelson/Marlborough/West Coast  80.3 83.9 105.0
Canterbury 82.8 86.2 108.9
Otago 82.1 77.3 105.8
Southland 76.5 100.4 105.5
Nationwide 82.2 93.2 108.7

Confidence is also low across all age groups. However,
the downturn in confidence seen in recent months has
been more pronounced among those aged less than
50 years. Households in these groups are more likely
to have mortgages or be renters (rather than owning a
home outright). And with significant increases in both
mortgage rates and rents over the past year, many of
those households are feeling squeezed.

The deepening downturn in the jobs market is also
likely to be a particular concern for many younger

New Zealanders with a sharp rise in unemployment
among those aged less than 25 years in recent months.

While confidence among those aged 50 and over is also
at low levels, it hasn't fallen as sharply as it has among
other age groups. Those in this age group are more likely
to own their own home mortgage free, meaning the
current level of borrowing costs is likely to be less of a
concern. At the same time, this age group is more likely to
have financial assets, and could be seeing higher returns
on term deposits.

Change in confidence by age groups
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Survey description.

The Westpac McDermott Miller Consumer Confidence
Index summarises the net balance of optimistic/
pessimistic responses to five questions: how households’
financial situation has changed over the past year;
whether now is a good time to buy a major household
item; how households expect their financial situation to
change over the coming year; and near term and longer-
term prospects for the New Zealand economy as a whole.

The first two of these questions are summarised in

the Present Conditions Index, and the last three are
summarised in the Expected Conditions Index. An index
number over 100 indicates that optimists outnumber
pessimists, though the series may be above or below
100 on average. The survey also includes questions on
respondents’ spending on entertainment and eating out,
and on what they would do with a $10,000 windfall.

Survey interviews were conducted over the period 1-12
June 2024. The sample size was 1,553.
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Are you better or worse off financially than a year ago?
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Do you expect to be better or worse off financially in a year’s

time?
% %
40 - - 40
Net Response: Those saying “better” minus those saying “worse”
30 - r 30
20 - Average r 20
10.5

10 thh = L 10
My " "W W
10 | WV—-m

-20 4 + -20

-30 r -30
Source: Westpac McDermott Miller

40 """ -40

1989 1994 1999 2004 2009 2014 2019 2024

Do you expect good or bad economic times over the next 5 years

in NZ?
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Past performance is not a reliable indicator of future performance. The forecasts given in this document are predictive in character. Whilst every
effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect
assumptions or by known or unknown risks and uncertainties. The ultimate outcomes may differ substantially from these forecasts.
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