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After some surprising results in the June quarter, a period

- The unemployment rate rose to 5.3% in the that was dominated by the Covid-19 lockdown, the September
September quarter, close to our forecast. quarter labour market surveys were largely free of surprises.
The unemployment rate rose to 5.3%, from a previous cycle-
- Conditions were relatively steady over the low of 4.0%. Employment fell further but is still up slightly
quarter, with little impact from the renewed on a year ago. Wage growth was modest, although a little
Covid-19 restrictions in August. stronger than we expected.

While the unemployment result was close to our forecast

of 5.5% and in line with the market median, it was
significantly better than official forecasts. The Reserve Bank’s
August Monetary Policy Statement forecast a rise in the
unemployment rate to 7.0%, while the Treasury’s pre-election
update in September assumed a rate of 6.4%. Admittedly
these forecasts were already somewhat dated, but the point
quite skewed. remains that the economy has continued to bounce back
more readily than policymakers expected.

- The results support our view that the
unemployment rate will top out at a much
lower level than was initially feared.

- Wage growth was stronger than expected,
though the distribution appears to have been

Q2 Q3

Market Westpac Q3

Household Labour Force Survey

Unemployment rate 4.0 583 5.3 5.5

Underutilisation rate 12.0 13.2 - -

Employment growth -0.3 -0.8 -0.7 -0.6 0.2
Participation rate 69.9 70.1 70.0 70.5

Quarterly Employment Survey

FTE employment -0.3 -0.5 - -0.3 0.3
Hours paid -3.5 1.6 - 2.5 -0.7
Private average hourly earnings 0.4 1.4 0.3 0.0 3.4

Labour Cost Index

All sectors, ordinary time 0.2 0.6 - 0.3 1.8
Private sector, ordinary time 0.2 0.4 0.2 0.3 1.6
Private sector, all salary & wage rates 0.2 0.4 0.3 0.3 1.6
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While Covid-19 has been a major shock to the New Zealand
economy, the rapid elimination of the virus and early broad-
based government support has meant that the impact on jobs
has been much less severe than was initially feared. Three
months ago, there was concern about a fresh wave of job
losses once the temporary wage subsidy scheme expired. But
the evidence now suggests there was a very limited impact,
supporting our view that the unemployment rate is likely to
plateau somewhere south of 7%.

We're still quite some way from maximum sustainable
employment - both a stated goal of the Government’s
Covid-19 response package and a part of the Reserve Bank’s
policy targets. And there are plenty of risks ahead, with

the rest of the world a long way from getting on top of the
pandemic. But the economy’s faster than expected rebound
does put a question around the degree of policy stimulus that
will ultimately be needed.

Details.

The Household Labour Force Survey (HLFS) recorded an
unemployment rate of 5.3% in the September quarter,
compared to 4.0% in June. The previous quarter was affected
by the Covid-19 lockdown, which made it impractical to
actively look for work. Further questioning by Stats NZ
suggested a more comparable unemployment rate of 4.6%
for the June quarter, with unemployment trending higher from
week to week.

The September quarter doesn’t appear to have been affected
in the same way, despite the temporary increase in alert
levels in August. Importantly, the unemployment rate showed
no clear upward trend over the quarter, with the weekly rate
bouncing around between 4% and 6%. (The margins of error
are large when the survey sample is broken down to this
extent.) That suggests the unemployment rate may be close
to topping out.

We get a similar message from the weekly Jobseeker Support
benefit numbers, which have flattened out lately and even
fallen a little in October. We shouldn’t get too excited about
the latter part - the same thing happened this time last year,
which suggests that it’s part of the usual seasonal pattern.
Nevertheless, the gap in benefit numbers between this year
and last year is no longer widening.

The number of people employed fell in both the HLFS and
the Quarterly Employment Survey (QES), though it was still
up slightly compared to a year ago. Within that, the effects
of Covid-19 have fallen distinctly unevenly. The biggest gains
in employment have been in sectors that weren’t affected

by the lockdown (agriculture, government) or have quickly
got back on track (construction). The biggest losses have not
surprisingly been in retail and accommodation (including
hospitality and tourism), but also in professional and
business services.

Hours worked rose by 9.4% in September, reversing much

of the 10.2% drop in the previous quarter. This adds to the
evidence that the New Zealand economy bounced back readily
as the Covid lockdown was lifted, and that the renewed
restrictions in August had a relatively muted impact on activity
and employment. The September quarter GDP figures, which
are released towards the end of this year, are likely to show a
similar bounce after a12.2% drop in the June quarter.

Wage growth was a little stronger than we forecast, with the
Labour Cost Index (LCI) rising by 0.6%. We expected that
wage increases would be hard to come by in the post-Covid
environment, and that was indeed the case - fewer than
half of all jobs have seen a pay increase at all in the last year,
the lowest share in a decade. However, for those who did
receive a pay rise, the average increase rose sharply (but the
median did not), which suggests there may have been some
unusually large pay increases at the top end of the range.
That may also explain the surprisingly strong 1.4% rise in
average hourly earnings in the QES, which isn’t adjusted for
composition effects.

Unemployment rate and employment growth
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Changes in employment vs a year ago

Agriculture and forestry
Construction
Government
Education
Transport
Utilities
Manufacturing
Arts, recreation and other
Finance
Healthcare
Mining
Rental, hiring and real estate
ICT
Wholesale trade
Retail and accommodation
Professional services
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Contact the Westpac economics team.

Dominick Stephens, Chief Economist
@ 16493365671

Michael Gordon, Senior Economist
@ 6493365670

Satish Ranchhod, Senior Economist
@ 6493365668

Nathan Penny, Senior Agri Economist
@ 6493489114

Paul Clark, Industry Economist
@ 6493365656

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 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.

Disclaimer.

Things you should know

Westpac Institutional Bank is a division of Westpac Banking Corporation ABN 33 007 457 141
(‘Westpac’).

Disclaimer

This material contains general commentary, and market colour. The material does not constitute
investment advice. Certain types of transactions, including those involving futures, options and high
yield securities give rise to substantial risk and are not suitable for all investors. We recommend
that you seek your own independent legal or financial advice before proceeding with any investment
decision. This information has been prepared without taking account of your objectives, financial
situation or needs. This material may contain material provided by third parties. While such material
is published with the necessary permission none of Westpac or its related entities accepts any
responsibility for the accuracy or completeness of any such material. Although we have made every
effort to ensure the information is free from error, none of Westpac or its related entities warrants the
accuracy, adequacy or completeness of the information, or otherwise endorses it in any way. Except
where contrary to law, Westpac and its related entities intend by this notice to exclude liability for the
information. The information is subject to change without notice and none of Westpac or its related
entitiesis under any obligation to update the information or correct any inaccuracy which may become
apparent at a later date. The information contained in this material does not constitute an offer, a
solicitation of an offer, or an inducement to subscribe for, purchase or sell any financial instrument or
to enter a legally binding contract. Past performance is not a reliable indicator of future performance.
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.

Country disclosures

Australia: Westpac holds an Australian Financial Services Licence (No. 233714). This material is
provided to you solely for your own use and in your capacity as a wholesale client of Westpac.

New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which products
and services are provided by either Westpac or Westpac New Zealand Limited (“WNZL”). Any product
or service made available by WNZL does not represent an offer from Westpac or any of its subsidiaries
(other than WNZL). Neither Westpac nor its other subsidiaries guarantee or otherwise support the
performance of WNZL in respect of any such product. The current disclosure statements for the
New Zealand branch of Westpac and WNZL can be obtained at the internet address www.westpac.
co.nz. For further information please refer to the Product Disclosure Statement (available from your
Relationship Manager) for any product for which a Product Disclosure Statement is required, or
applicable customer agreement. Download the Westpac NZ QFE Group Financial Advisers Act 2008
Disclosure Statement at www.westpac.co.nz.

China, Hong Kong, Singapore and India: This material has been prepared and issued for distribution
in Singapore to institutional investors, accredited investors and expert investors (as defined in the
applicable Singapore laws and regulations) only. Recipients in Singapore of this material should
contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, this
material. Westpac Singapore Branch holds a wholesale banking licence and is subject to supervision
by the Monetary Authority of Singapore. Westpac Hong Kong Branch holds a banking license and
is subject to supervision by the Hong Kong Monetary Authority. Westpac Hong Kong branch also
holds a license issued by the Hong Kong Securities and Futures Commission (SFC) for Type 1 and
Type 4 regulated activities. This material is intended only to “professional investors” as defined in
the Securities and Futures Ordinance and any rules made under that Ordinance. Westpac Shanghai
and Beijing Branches hold banking licenses and are subject to supervision by the China Banking and
Insurance Regulatory Commission (CBIRC). Westpac Mumbai Branch holds a banking license from
Reserve Bank of India (RBI) and subject to regulation and supervision by the RBI.

UK: The contents of this communication, which have been prepared by and are the sole responsibility
of Westpac Banking Corporation London and Westpac Europe Limited. Westpac (a) has its principal
place of business in the United Kingdom at Camomile Court, 23 Camomile Street, London EC3A 7LL,
and is registered at Cardiff in the UK (as Branch No. BRO0106), and (b) authorised and regulated by the
Australian Prudential Regulation Authority in Australia. Westpac is authorised in the United Kingdom
by the Prudential Regulation Authority. Westpac is subject to regulation by the 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 personstowhom it may otherwise lawfully be communicated, falling within Article 49(2)(a) to (d)
ofthe Order (all such persons together being referred to as “relevant persons”). Any person who is not
arelevant 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 jations Discl e
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