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Westpac McDermott 
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Employment Confidence Index steady at 87.4 points in September.

 – The Employment Confidence Index was little 
changed in September, following a sharp drop 
in June. 

 – Perceived job opportunities remain low and 
earnings growth has stalled.

 – Additional questions on people’s employment 
situation suggest a substantial rise in 
joblessness since June, as the wage subsidy 
has rolled off. 

 – The results support our view that the 
unemployment rate will rise in the 
coming quarters. 

Michael Gordon, Senior Economist  
 +64 9 336 5670

Employment confidence indices

Sep-20 Jun-20 Change

Employment Confidence Index 87.4 87.3 0.1

Present Conditions Index 75.5 74.3 1.2

Employment Expectations Index 95.4 96.0 -0.6

Current job opportunities -50.1 -52.6 2.5

Expected job opportunities -21.2 -16.8 -4.4

Past earnings growth 1.1 1.2 -0.1

Expected earnings growth 16.8 19.5 -2.7

Own job security -9.4 -14.8 5.4

The latest Westpac McDermott Miller survey shows that 
New Zealanders remain worried about the state of the labour 
market, with jobs hard to come by and earnings growth still 
weak. For this quarter’s survey we included some additional 
questions about how people’s employment situation has 
changed in the last three months, broadly coinciding with the 
expiry of the Government’s wage subsidy scheme. The results 
suggest a substantial rise in job losses over that time. 

Employment Confidence Index steady.

The Westpac McDermott Miller Employment Confidence Index 
was little changed at 87.4 in September, following a sharp 
drop in June. The survey was held in early September, when 
the country was at Covid-19 Alert Level 2 (with additional 
restrictions in Auckland). That’s not too different from 
conditions during the last survey in early June, with the 
country moving down from Level 2 to Level 1 near the end of 
the survey period. 

Households’ perceptions of current job opportunities ticked 
up slightly compared to June, but they remain very low. 
We’ve seen a similar trend in job advertisements, which 
have rebounded substantially since the first Covid lockdown 



02 | 25 September 2020 Westpac McDermott Miller Employment Confidence

but remain well down on last year. Perceptions about job 
opportunities a year from now were also softer in September, 
though they haven’t changed much since the start of 
the pandemic. 

The sharp fall in job opportunities since March would usually 
portend a higher unemployment rate. That hasn’t happened 
so far – in fact the official unemployment rate actually fell 
slightly to 4.0% in the June quarter, as many people were 
not considered to be actively seeking work during the 
lockdown. (Further analysis by Stats NZ suggested a ‘true’ 
unemployment rate of around 4.5%.) But unemployment 
is widely expected to rise over the next few quarters, if not 
to the alarming levels that were predicted at the start of 
the lockdown. 

Earnings growth over the last year was close to flat on 
balance. Many employers reduced salaries and work hours 
in response to the Covid lockdown, but it’s not clear to 
what extent this persisted as the restrictions were lifted. 
Expectations of future earnings growth have fallen further 
since June. 

Perceived job security was less negative compared to June. 
There may be an element of survivor bias here, as this 
question is only asked of those who are currently in paid work 
– those who have kept their jobs in the last three months may 
be feeling less vulnerable now than they did before. 

The regional split in the current Covid-19 restrictions hasn’t 
had a noticeable impact on employment confidence. 
Auckland, while still the most pessimistic region, was up 
slightly compared to June. Northland is now the least 
downbeat region, and curiously confidence is higher now than 
it was in March. That may speak to how depressed conditions 
were in the region previously, with the forestry sector taking a 
significant knock both last year and in early 2020. 

Employment confidence by region
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Confidence improved among those on lower incomes, but fell 
further for those in the highest income bracket. For those on 
low incomes the main factor was a rebound in perceived job 
security, while those on high incomes saw a sharp drop in job 
opportunities and expected earnings growth.

Employment confidence by income bracket
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More people out of work in September.

In this quarter’s survey we took a closer look at how people’s 
employment situation has evolved since the first lockdown. 
We asked people if were employed (whether on normal or 
reduced hours), looking for work, or out of the labour force, 
and how that had changed in the last three months. 

We have to point out that that these categories, while similar 
to those used in the Household Labour Force Survey, are not 
completely aligned. Most importantly, we haven’t specified 
whether people are actively seeking work, as per the official 
definition of unemployment. Consequently, our results are not 
directly comparable to the HLFS – they will produce a higher 
unemployment rate (and higher labour force participation) 
than the official figures. However, since we have matched 
responses, we can look at how they’ve changed over time.

We found that the proportion of respondents who were out 
of work and looking for a job rose by 2.6 percentage points 
between June and September. That is a sizeable and statistically 
significant increase – admittedly much larger than suggested 
by other measures, such as the Jobseeker Support benefit 
numbers. Nevertheless, the direction of change is clear. 

Employment status, % of responses

Current 3mths ago Change

Employed, working usual hours 48.2 50.6 -2.4

Employed, but on reduced hours 13.3 13.8 -0.5

Not employed, looking for a job 10.9 8.2 2.6

Not employed, not looking for a job 26.2 25.6 0.6

Unknown 1.5 1.7 -0.2

Crucially, this covers a period in which the wage subsidy 
scheme has largely elapsed. Three months ago more than 
1.6 million jobs were being supported by the subsidy; by 
early September that was down to around 150,000. The 
wage subsidy certainly did what was intended at the time: 
minimising forced layoffs or business closures during the 
Covid lockdown. But in many cases it will have only delayed 
the hard decisions, particularly in those sectors that have 
been affected by the international border closures. 
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Another notable finding was that a significant share of workers 
– more than 1 in 5 – were still on reduced hours even as late 
as September. While some workers have returned to working 
their normal hours, a similar number have had their hours 
reduced since June. It’s not clear whether this reflects the 
Level 2 restrictions that were in place in both early September 
and early June, or if it will prove to be a more lasting 
consequence of the Covid recession. 

The biggest shift over the last three months was in people 
moving from employment to unemployment, with a relatively 
small proportion dropping out of the labour force altogether. 
Workers who were on reduced hours in June were twice as 
likely to have lost their jobs since then. 

There was also a relatively low number of people moving 
out of unemployment, compared to what we normally see in 
the HLFS. Bear in mind that the unemployment rate reflects 
the balance of labour market flows – not just the number of 
job losses, but also the rate at which people are hired. The 
latter is a key reason why unemployment often remains high 
long after a recession has ended. We’ll be closely watching 
trends in job advertisements to gauge the pace of the labour 
market recovery.

Online job advertisements
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Changes in the labour market over the last three months 
have fallen distinctly unevenly. Auckland saw only a small rise 
in the number of people out of work, while Wellington and 
especially Christchurch saw substantial increases. Women 
were hit much harder than men, with both a greater rise in 
unemployment and a net reduction in hours. Those on low 
incomes saw the biggest rise in unemployment, while those in 
the highest income bracket saw little change. 

We’re currently forecasting the unemployment rate to rise 
to 6.5% in the September quarter. However, there’s a wide 
margin of uncertainty around that number, and the results of 
this survey don’t make it much easier to pin down. The Covid 
restrictions that were re-introduced in August mean that 
the September quarter results will also be affected to some 
degree by the same issue as in June – that is, actively looking 
for work isn’t feasible during a lockdown. We also note that 
the HLFS represents an average over the quarter, whereas 
our survey is a point-to-point estimate. If conditions have 
deteriorated over the course of the quarter, an average will 
tend to understate this. 

Survey detail.

The Westpac-McDermott Miller Employment Confidence 
Index summarises responses to five questions: households’ 
perceptions of current and future job opportunities in 
New Zealand, their own actual and expected earnings, and 
expected changes in their own job security. The questions 
about current job opportunities and earnings are summarised 
in the Current Employment Conditions Index, while the 
questions about the year ahead are summarised in the 
Employment Expectations Index. The survey took place over 
the period 1-10 September 2020. The sample size was 1,559. 
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Employment Confidence Index
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Do you think jobs are plentiful or hard to get in NZ?

-80

-60

-40

-20

0

20

40

60

80

-80

-60

-40

-20

0

20

40

60

80

2004 2006 2008 2010 2012 2014 2016 2018 2020

Net %Net %

Source: Westpac-McDermott Miller

Net response: 
Those saying “plentiful” minus 
those saying “hard to get”

Job opportunities in NZ in a year’s time
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Earnings in paid work compared to last year
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Net response: 
Those saying “more” 
minus those saying “less”

Earnings in paid work this time next year
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Personal job security over the coming year
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