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Employment Confidence Index rises 1.8 points to 102.8 in December.
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New Zealanders are feeling a little more optimistic about

the state of the labour market. That was reflected in the
latest Westpac McDermott Miller Employment Confidence
. . . Index which rose 1.8 points in December, taking it to a
Satish Ranchhod, Senior Economist level of 102.8 (a level of over 100 indicates that optimists
@ +64 9336 5668 outnumber pessimists).

Underpinning December's lift in confidence has been
increasing optimism about the outlook for earnings.

Wage growth has risen to a ten-year high, and among the
households we spoke to a net 23% reported that their own
earnings had increased over the past year. On top of that,

a net 28% of households expect to see an increase in their
earnings over the year ahead. Both of those results are up on
the levels we saw in our September survey.

However, it’s a very different story when we look at
households’ views on the availability of jobs. Households
remain very pessimistic about their chances of finding a new
job, and they don’t expect that the number of job openings will
increase by much over the year ahead. A growing number of
households are also noting concerns about their job security.
That sense of nervousness chimes with other indicators we’ve
seen pointing to slowing jobs growth in recent months.
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Employment confidence is highest among those aged 18 to 29.
Compared to other workers, those in this age range are more
likely to have had an increase in their earnings over the past
year. They’re also more optimistic about their chance of a pay
rise over 2020.

In contrast, employment confidence among those aged over
50 is noticeably lower than it is for other age groups. Certainty
of employment is a particular concern for workers in this age
group, with the number of workers reporting that they feel
secure in their jobs taking a step down in recent months.
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Looking across income brackets, households earning less
than $30,000 per annum are much more concerned about
their job security than other workers. These households
are also less likely to have received a pay increase over the
pastyear.

It’s the opposite picture for those earning over $100,000 per
annum. Those in this group are more likely to have received
a pay increase over 2019 and are much less concerned about
their job security.

Employment confidence by income bracket
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Employment confidence indices by region

Dec-19 Sep-19 Change

Northland 99.2 100.2 -1.0
Auckland 105.5 101.4 4.1

Waikato 99.5 95.0 4.5
Bay of Plenty 106.4 106.6 -0.2
Gisborne/Hawke's Bay 101.7 107.2 -5.5
Taranaki/Manawatu-Whanganui 96.5 98.5 -2.0
Wellington 100.7 96.2 4.5
Nelson/Marlborough/West Coast 102.2 102.7 -0.5
Canterbury 98.0 101.1 -3.1
Otago 100.0 100.2 -0.2
Southland 100.7 103.3 -2.6

Employment confidence is highest in the Bay of Plenty.
Workers here are reporting much higher levels of job security
than in other parts of the country. They are also feeling

quite upbeat about the outlook for their earnings. Helping to
support confidence in the Bay of Plenty’s economy has been
a solid season for kiwifruit export earnings, as well as a lift in
construction activity and strength in house prices.

Employment confidence has also picked up in Auckland,
where increasing numbers of workers are reporting that
their earnings are on the rise. Auckland’s unemployment
rate has trended down in recent years, and the firming in the
housing market is likely to have boosted confidence in the
region’seconomy.

Employment confidence is lowest in Northland, Canterbury
and Taranaki/Manawatu-Whanganui. Workers in all these
regions have highlighted concerns about the availability of
jobs. They’re also less optimistic about the chances of a pay
rise than those in other parts of the country.
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Employment confidence by region
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Survey description.

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 December 2019. The sample size was 1,557.
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Contact the Westpac economics team.

Dominick Stephens, Chief Economist
@ 16493365671

Michael Gordon, Senior Economist
@ 6493365670

Satish Ranchhod, Senior Economist
@ 6493365668

Paul Clark, Industry Economist
@ 16493365656

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.
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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
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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
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Relationship Manager) for any product for which a Product Disclosure Statement is required, or
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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
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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

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
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Westpac may have provided investment banking services to the issuer in the course of the past 12
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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 i
interests associated with the provision of investment recommendations.
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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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