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Local Knowledge is our monthly compilation of activity 
indicators for the New Zealand economy. The aim is to build 
up a picture of what’s happening in the domestic economy, 
by presenting monthly activity data across a broad range of 
sectors. The indicators presented here – 18 unique series, 
plus a few subsets and variations – are some of the timeliest 
information we have on economic activity in New Zealand. 
Unlike their overseas equivalents, many of them receive 
little or no coverage on an individual basis.

It was a mixed bag from the Local Knowledge activity 
indicators in March, with 11 of the 18 indicators rising. After 
starting the year well with a strong reading in January, two 
disappointing months have seen the 3-month average ease 
back suggesting some loss of momentum in economic 
activity. High level indicators of growth, such as business 
surveys and employment, have been slightly more positive 
in recent months. Businesses have remained upbeat about 
their own activity – typically a good indicator for near-
term growth – and firms are backing up that assessment 
by increasing headcount. Indeed, the recent jobs data 
showed that the labour market continued to strengthen in 
the March quarter, with employment rising 1.2% and the 
unemployment rate falling back to 4.9%. 

All in all, we’re forecasting GDP growth of 0.8% in the March 
quarter. But while that looks okay on its own, it’s pretty 
modest when taken together with December’s soft result 
of 0.4% (which was weighed down by declines in primary 
production and related softness in food manufacturing). 
And of course, the aggregate figures continue to be 
flattered by rapid growth in the population, meaning 
growth on a per-person basis is more subdued.

One area of the economy that looks to have lost some 
momentum is household spending. Retail card spending 
declined in February and March, after a strong January 
result. One of the key drags has been reduced expenditure 
on durable items, which has fallen in five out of the six
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months to March. That includes items like home furnishings, 
and the recent softness may be a symptom of the cooling 
in the housing market since mid-2016, off the back of 
tighter lending standards and a rise in mortgage rates. 
While monthly housing turnover has stabilised this year, 
it’s still 20% below last year’s peak level. And the pace of 
price growth has slowed substantially in most regions, with 
prices now tracking sideways in Auckland and Canterbury. 
With housing accounting for the lion’s share of Kiwi 
households’ wealth, trends in house prices tend to have an 
important influence on spending patterns.

But although the slower housing market raises some flags 
for the strength of household spending going forward, 
there are still a number of factors working in households’ 
favour. The strengthening labour market is a big positive, 
supporting household income growth and consumer 
confidence. With job ads rising another 2.6% in March, 
to be 20% higher than a year earlier, the labour market 
should improve further in coming months. And regions 
heavily exposed to the dairy sector are also seeing a change 
in fortune, as better dairy incomes are hitting farmers’ 
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pockets. After two seasons of farmgate milk prices below 
break-even for many farmers, this season’s forecast milk 
price of $6/kg provides welcome relief for the sector. The 
milk price for the upcoming 2017/18 season is shaping up 
as being a bit higher, which will further shore up sentiment 
in the industry and encourage on-farm investment and 
consumption spending more broadly. 

After rapid growth in construction in 2016, a slump in 
dwelling consents through the latter part of the year 
suggests that homebuilding might stall in the first half 
of this year (reflecting usual lags between consent and 
building). The downtrend in consents had been concerning, 
and it was encouraging to see consent issuance bounce 
back in February and largely hold its ground in March. A 
significant turnaround in recent months has been issuance 
in Auckland, with a sharp rise in multi-unit consents (such 
as apartments and townhouses). That suggests developers 
may have been waiting for clarity around Auckland’s 
Unitary Plan, and reinforces our expectation that building in 
Auckland will rise over the coming year in response to high 
house prices and the demands of a growing population. 
That also means a significant pipeline of non-residential 
and infrastructure construction. But strong construction 

isn’t just an Auckland story, with homebuilding rising in 
most regions off the back of a pick-up in population growth. 
Canterbury is the clear exception, with homebuilding 
winding down now that earthquake reconstruction is well-
advanced. 

Finally, turning to agricultural production, it’s been a tale 
of two halves for this season’s milk production. After too 
much rain hampered spring milk production, plentiful 
summer rainfall supported pasture growth, and provided 
the foundation for extremely strong summer production. 
March’s production was a standout, rising 8% in seasonally 
adjusted terms to be nearly 10% higher than a year earlier. 
By March, the season’s production was down 1.3% from a 
year earlier, a marked improvement from the 3.6% decline 
at the end of December. But it was a slow start to the meat 
processing season, as good grass growth saw sheep and 
beef farmers hold onto stock for longer to chase higher 
weights. Lamb production started to make up ground 
in February and March, although cattle production has 
remained much lower than a year earlier.

Sarah Drought 
Economist
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March house sales  +1.7% 
March days to sell  +0.8  

Residential building consents, by value

0

50

100

150

200

250

300

0

200

400

600

800

1,000

1,200

1,400

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

$m$m

Total (left axis)

Canterbury (right axis)

Source: Statistics NZ

March building approvals  -2.6% 
March Canterbury  +10.2%  
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March online job advertisements  +2.6% 
March Canterbury  +3.7%
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March REINZ price index  -0.3% 
March QV price index  0% 

Electronic card transactions
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March total card transactions  +0.5% 
March core retail sectors  -0.1%  
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Agricultural output
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March milk production  +8.3% 
March slaughter weights  -9.2%  
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Tourism indicators
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February total guest nights  +2.3%  
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March farm sales  -1.6% 
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Imports, priced in foreign currency
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Contact the Westpac economics team
Michael Gordon, Acting Chief Economist +64 9 336 5670

Satish Ranchhod, Senior Economist +64 9 336 5668

Sarah Drought, Economist +64 9 336 5696

Shyamal Maharaj, Economist +64 9 336 5669

Any questions email: economics@westpac.co.nz

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 
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Disclaimer continued

Financial Conduct Authority and limited regulation by the Prudential 
Regulation Authority. Details about the extent of our regulation by 
the Prudential Regulation Authority are available from us on request. 
Westpac Europe Limited is a company registered in England (number 
05660023) and is authorised by the Prudential Regulation Authority 
and regulated by the Financial Conduct Authority and the Prudential 
Regulation Authority.

This communication is being made only to and is directed at (a) 
persons who have professional experience in matters relating to 
investments who fall within Article 19(5) of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) 
or (b) high net worth entities, and other persons to whom it may 
otherwise lawfully be communicated, falling within Article 49(2)(a) 
to (d) of the Order (all such persons together being referred to as 
“relevant persons”). Any person who is not a relevant person should 
not act or rely on this communication or any of its contents. The 
investments to which this communication relates are only available 
to and any invitation, offer or agreement to subscribe, purchase or 
otherwise acquire such investments will be engaged in only with, 
relevant persons. Any person who is not a relevant person should not 
act or rely upon this communication or any of its contents. In the same 
way, the information contained in this communication is intended for 
“eligible counterparties” and “professional clients” as defined by the 
rules of the Financial Conduct Authority and is not intended for “retail 
clients”. With this in mind, Westpac expressly prohibits you from 
passing on the information in this communication to any third party. 
In particular this communication and, in each case, any copies thereof 
may not be taken, transmitted or distributed, directly or indirectly into 
any restricted jurisdiction. This communication is made in compliance 
with the Market Abuse Regulation (Regulation(EU) 596/2014).

Investment Recommendations Disclosure

The material may contain investment recommendations, including 
information recommending an investment strategy. Reasonable 
steps have been taken to ensure that the material is presented in a 
clear, accurate and objective manner. Investment Recommendations 
for Financial Instruments covered by MAR are made in compliance 
with Article 20 MAR. Westpac does not apply MAR Investment 
Recommendation requirements to Spot Foreign Exchange which is out 
of scope for MAR.

Unless otherwise indicated, there are no planned updates to this 
Investment Recommendation at the time of publication. Westpac 
has no obligation to update, modify or amend this Investment 
Recommendation or to notify the recipients of this Investment 
Recommendation should any information, including opinion, forecast 
or estimate set out in this Investment Recommendation change or 
subsequently become inaccurate.

Westpac will from time to time dispose of and acquire 
financial instruments of companies covered in this Investment 
Recommendation as principal and act as a market maker or liquidity 
provider in such financial instruments.

Westpac does not have any proprietary positions in equity shares of 
issuers that are the subject of an investment recommendation.

Westpac may have provided investment banking services to the issuer 
in the course of the past 12 months.

Westpac does not permit any issuer to see or comment on any 
investment recommendation prior to its completion and distribution.

Individuals who produce investment recommendations are not 
permitted to undertake any transactions in any financial instruments 
or derivatives in relation to the issuers covered by the investment 
recommendations they produce.

Westpac has implemented policies and procedures, which are 
designed to ensure conflicts of interests are managed consistently 
and appropriately, and to treat clients fairly. 

The following arrangements have been adopted for the avoidance and 
prevention of conflicts in interests associated with the provision of 
investment recommendations.

(i)	� Chinese Wall/Cell arrangements;

(ii)	� physical separation of various Business/Support Units; 

(iii)	 and well defined wall/cell crossing procedures;

(iv)	� a “need to know” policy; 

(v)	� documented and well defined procedures for dealing with 
conflicts of interest; 

(vi)	� steps by Compliance to ensure that the Chinese Wall/Cell 
arrangements remain effective and that such arrangements are 
adequately monitored. 

U.S.: Westpac operates in the United States of America as a federally 
licensed branch, regulated by the Office of the Comptroller of the 
Currency. Westpac is also registered with the US Commodity Futures 
Trading Commission (“CFTC”) as a Swap Dealer, but is neither 
registered as, or affiliated with, a Futures Commission Merchant 
registered with the US CFTC. Westpac Capital Markets, LLC (‘WCM’), 
a wholly-owned subsidiary of Westpac, is a broker-dealer registered 
under the U.S. Securities Exchange Act of 1934 (‘the Exchange Act’) 
and member of the Financial Industry Regulatory Authority (‘FINRA’). 
This communication is provided for distribution to U.S. institutional 
investors in reliance on the exemption from registration provided 
by Rule 15a-6 under the Exchange Act and is not subject to all of the 
independence and disclosure standards applicable to debt research 
reports prepared for retail investors in the United States. WCM is the 
U.S. distributor of this communication and accepts responsibility 
for the contents of this communication. All disclaimers set out with 
respect to Westpac apply equally to WCM. If you would like to speak 
to someone regarding any security mentioned herein, please contact 
WCM on +1 212 389 1269. All disclaimers set out with respect to 
Westpac apply equally to WCM.

Investing in any non-U.S. securities or related financial instruments 
mentioned in this communication may present certain risks. The 
securities of non-U.S. issuers may not be registered with, or be subject 
to the regulations of, the SEC in the United States. Information on 
such non-U.S. securities or related financial instruments may be 
limited. Non-U.S. companies may not subject to audit and reporting 
standards and regulatory requirements comparable to those in effect 
in the United States. The value of any investment or income from any 
securities or related derivative instruments denominated in a currency 
other than U.S. dollars is subject to exchange rate fluctuations that 
may have a positive or adverse effect on the value of or income from 
such securities or related derivative instruments.

The author of this communication is employed by Westpac and is 
not registered or qualified as a research analyst, representative, or 
associated person under the rules of FINRA, any other U.S. self-
regulatory organisation, or the laws, rules or regulations of any State. 
Unless otherwise specifically stated, the views expressed herein are 
solely those of the author and may differ from the information, views 
or analysis expressed by Westpac and/or its affiliates.


