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Consumer confidence drops again in September.
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Convalescence.

Consumer confidence slipped again in September, with the
Westpac McDermott-Miller Consumer Confidence Index falling
to a level of 95.1. That’s down from 97.1 in June and the lowest
level of consumer confidence since the financial crisis in 2008.

\s

01 | 15 September 2020 Westpac McDermott Miller Consumer Confidence



The continued decline in consumer confidence contrasts
with other recent gauges of the economy’s health which
have started to turn upwards again. However, while the main
impact of Covid-19 is (hopefully) behind us and the economy
is on the mend, the road to recovery will be long. Economic
activity remains well down on the levels we saw at the start
of this year. Joblessness has been rising. And on top of
those conditions, the past month saw another flare up in
infections, along with the related reinstatement of restrictions
on activity. Against that backdrop, it’s no surprise that
households remain nervous about the economic backdrop.

Looking into the details of September’s drop in confidence,

an increasing number of households are telling us that their
financial position has taken a knock in recent months. That’s
consistent with the rise in joblessness. Households are also
nervous about where the economy is heading, with most of
those we spoke to expecting continued weakness in economic
conditions over the year ahead.

Are you better or worse off financially than a year ago?
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Importantly, low consumer confidence is weighing on
households spending appetites. In fact, the number of
households who think it’s a good time to make a major
purchase has fallen to lows that we’ve only seen twice in the
last three decades. The first was in 2000 when consumer
price inflation and interest rates were on the rise, and house
prices were falling. The other was in 2008 when the impacts of
the financial crisis were reverberating around the globe.

Spending appetites and spending on durables
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And it’s not just spending on durables that has taken a knock.
Households spending on entertainment and dining out also
remains low (though it has picked up from the levels we saw
last quarter when Alert Level 4 and 3 restrictions were in
place for several weeks).

The drop in spending appetites has been widespread, with
households in all age groups and income brackets reporting
large declines since the start of this year.

Spending appetites by income bracket
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Spending levels in the economy have actually picked up since
the easing in restrictions after the first lockdown. However,
many businesses are still wrestling with holes in their earnings
and are reporting sluggish growth in demand. Given the low
level of consumer confidence, as well as the winddown in

the wage subsidy scheme, it seems likely that spending will
remain sluggish through the back half of the year.

Despite the headwinds currently buffeting the economy,
most households are more optimistic about the outlook for
their own finances than they are about the economy more
generally. In fact, most households we spoke to expect that
their own financial position will improve over the coming year.
However, some of that optimism has faded in recent months
as the Covid crisis has dragged on. We’ll be watching to see

if this continues, as it could have important implications for
spending and activity as we head into the new year.

Do you expect to be better or worse off financially in a
year’s time?
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Consumer confidence by region Do you expect good or bad economic times over the next 12
months in NZ?
Sep-20 Jun-20 Change
% %
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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 1-10
September. The sample size was 1,559.
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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
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(i)  Chinese Wall/Cell arrangements;

(i)  physical separation of various Business/Support Units;

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

(iv) a“needto 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.
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