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Jobless recovery? 
2012Q2 Westpac McDermott Miller Employment Confidence Index: 96.2

Employment Confidence Indices

Mar-12 Jun-12 Change

Employment Confidence Index 98.9 96.2 -2.6

Current Employment Conditions Index 84.0 80.3 -3.7

Employment Expectations Index 108.8 106.8 -1.9

The Westpac McDermott Miller Employment Confidence Index 
has slipped further into pessimism, falling 2.6 points to 96.2, 
down from 98.9 three months ago. This is the fourth consecutive 
fall in the index, taking it back to levels last seen at the trough 
of the recession in mid-2009. As we detail below, households 
have been gloomy about employment conditions in the wider 
economy for years. Over the past year their expectations for 
their own job security and earnings prospects have eroded as 
well. 

The latest survey comes after a disappointingly high March 
quarter unemployment outturn, and will to some extent reflect 
that piece of bad news. However, households’ perceptions of 
the labour market have been a fairly good predictor of actual 
unemployment trends to date, and we’d suggest that today’s 
survey offers additional evidence that the labour market remains 
in a fairly soggy state (figure 2).  

•	 Employment confidence has fallen for the fourth 
quarter in a row. 

•	 Households remain very downbeat about the  
New Zealand labour market, and are becoming 
gloomier about their own job prospects.  

•	 The overall message is that economic growth isn’t 
yet translating into stronger jobs or wage growth. 
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Figure 1: Employment Confidence Index This comes amid signs that the New Zealand economy is 
expanding. The March quarter GDP figures were surprisingly 
strong; the housing market continues to recover; households are 
spending; and construction work is underway in Christchurch 
and elsewhere. But on today’s evidence it’s too soon to expect 
this growth to feed through to an improving labour market, 
or big increases in wage growth. We were particularly struck 
by how weak employment confidence was in the Canterbury 
region, in view of rising demand for reconstruction-related 
jobs in the region, and the fact that Canterbury households 
have themselves been expressing rising optimism for the local 
economy. The implication is that labour shortages in Canterbury 
remain confined to a relatively small number of specialist jobs, 
with few spillovers to the rest of the economy so far. Meanwhile, 
people are becoming increasingly worried about the global 
economy, with employment confidence deteriorating notably in 
some more export-oriented regions. And public sector cutbacks 
are taking their toll on job security as well, most obviously in the 
Wellington region.

Survey details
The Employment Confidence Index summarizes responses to 
five questions, two of them about the present, as summarized 
in the Current Employment Conditions Index (current job 
opportunities and current earnings), and three about the year 
ahead, as summarized in the Employment Expectations Index 
(expected job opportunities and earnings, as well as expected 
job security). The questions about current and future job 
opportunities are questions about the New Zealand job market 
as a whole; the other questions are about households’ own 
employment situation.

Figure 2: Reported job opportunity and unemploymentReported job opportunities and unemployment
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Further details about the individual questions are in the charts 
on the last page. The survey took place over the period 1-10 
June, with a sample size of 1570. 

Almost all the components of the survey were lower than three 
months ago, with only expected job opportunities remaining 
broadly unchanged. 

•	 After improving in the previous survey, households’ assess-
ment of current job opportunities has fallen back to where 
it was in December, with a net 61% of households saying 
that jobs are hard to get. Overall, this part of the survey has 
stayed pretty consistently bleak ever since 2009. A net 10% 
of households expect jobs to become even scarcer over the 
year ahead, roughly the same as three months ago. 

•	 Until recently households had been relatively more opti-
mistic about their own job security and earnings, but this 
optimism has steadily eroded over the past year. On job 
security, optimists now barely outnumber pessimists (a net 
2% expected job security to improve over the coming year, 
down from 4% three months ago, and more than 10% a year 
ago). And the balance of households expecting to see a 
wage increase over the year ahead dropped from 33% in the 
previous survey to 29% - the lowest since mid-2009. 

•	 After trending up for most of 2010 and 2011, the balance 
of households saying they received a wage increase over 
the past year has also turned south, falling for a second 
time in a row (to a net 22%, roughly the same as in late 
2010 – see figure 3). 

Demographic and regional breakdown
Employment confidence fell for both males and females and for 
most age and income groups, with only the middle-aged and 
those with middle incomes seeing an improvement (and even 
in those groups employment confidence is lower than in the 
second half of last year). However, confidence remains relatively 
high for the young and those with higher incomes, and higher 
for males than for females (this gender gap opened up since the 
recession, with females more downbeat about job opportunities 
and their own job security). 

The survey’s regional breakdown offered some surprises, 
notably in regard to Canterbury. Employment confidence in the 
region has come off sharply in the past six months, and is now 
only a little above the national average. Fewer households are 

reporting or expecting wage increases compared to six months 
ago, and perceived job security in Canterbury is the lowest since 
late 2008. This is hard to square with rising job vacancies in the 
region, outsize wage increases in the Christchurch construction 
sector, and Canterbury households’ own reported economic 
optimism (according to the latest Westpac McDermott Miller 
Regional Economic Confidence Survey).  It may be that some 
reconstruction-related work is being done outside the region 
(anecdotally this has been happening in Nelson/Marlborough/
West Coast, where employment confidence showed a marked 
improvement). There may also be pockets of wage pressure that 
the survey isn’t picking up (it only counts the number of people 
reporting wage movements, not the size of those movements). 
But the point remains that at this stage many Cantabrians 
don’t yet see the Christchurch rebuild improving their personal 
employment prospects. 

Elsewhere, employment confidence fell sharply in the Waikato, 
Taranaki/Manawatu-Wanganui, and Otago, all heavily export-
dependent regions, and remains low in Wellington, with the 
region now the most pessimistic of all for job security over 
the coming year. In Auckland and Southland (where economic 
confidence has fallen sharply recently) the effect on households’ 
employment confidence has been relatively muted so far, with 
both regions still at or near the top end of the rankings. 

Employment Confidence by region

Region Jun-11 Mar-12 Jun-12

Northland 95.2 93.8 91.0

Auckland 109.5 100.8 100.8

Waikato 106.1 97.8 86.3

Bay of Plenty 97.6 92.7 93.7

Gisborne/Hawke's Bay 100.0 95.2 98.2

Taranaki/Manawatu-Wanganui 98.9 100.0 92.3

Wellington 103.5 92.8 93.1

Nelson/Marlborough/West Coast 101.1 97.5 100.8

Canterbury 117.1 105.2 97.6

Otago 97.3 99.9 95.3

Southland 113.1 97.1 99.2

Felix Delbrück
Senior Economist

Figure 3: Reported past earnings and wage inflation
Reported earnings and wage inflation

0.0 

0.5 

1.0 

1.5 

2.0 

2.5 

3.0 

3.5 

4.0 

4.5 

0 

5 

10 

15 

20 

25 

30 

35 

40 

45 

50 

Jun-04 Jun-05 Jun-06 Jun-07 Jun-08 Jun-09 Jun-10 Jun-11 Jun-12

%Index

Past earnings (LHS)

Labour cost index, all wages and salaries, total (RHS)

Source: Westpac McDermott Miller, Statistics New Zealand



3		  July 2012

Westpac Economics Team Contact Details
	 Dominick Stephens, Chief Economist 	 Ph: (64-9) 336 5671	 dominick_stephens@westpac.co.nz

	 Michael Gordon, Senior Economist	 Ph: (64-9) 336 5670	 michael_gordon@westpac.co.nz 

	 Felix Delbrück, Senior Economist 	 Ph: (64-9) 336 5668	 felix_delbruck@westpac.co.nz 

	 Anne Boniface, Senior Economist 	 Ph: (64-9) 336 5669	 anne_boniface@westpac.co.nz

Q2 Employment Confidence Index July 2012

This information has been prepared by Westpac Institutional Bank, a division of Westpac Banking Corporation, ABN 33 007 457 141 incorporated in Australia (“Westpac”) and is current as at the day of publication. 
It is subject to change without notice but Westpac is not obliged to update or correct it. Recipients should not forward or reproduce (in whole or part) this information unless Westpac consents however Westpac 
accepts no liability for the actions of third parties in this respect. This information does not constitute investment advice or an offer to subscribe for any financial instrument or to enter into a legally binding contract. 
It has been prepared without taking account of your personal objectives, financial situation or needs. You should seek your own independent legal and/or financial advice before proceeding with any investment 
decision. Any forecasts given are predictive only and past performance is not a reliable indicator of future performance and may be affected by known or unknown risks and uncertainties. Except to the extent that 
such liability under any law cannot be excluded, Westpac makes no representation or warranty, express or implied, and does not assume any responsibility or liability for this information or any errors or omissions 
to it. The distribution and use of this information may be restricted by law in certain jurisdictions. Persons who receive this information should inform themselves about them and observe any such restrictions: 
If you are reading this in New Zealand: Westpac’s current disclosure statement for the New Zealand division of Westpac Banking Corporation ABN 33 007 457 141 or Westpac New Zealand Limited can be 
obtained from any branch of Westpac New Zealand Limited or free of charge, at the internet address www.westpac.co.nz. Westpac Institutional Bank products and services are provided by either Westpac Banking 
Corporation ABN 33 007 457 141 incorporated in Australia (New Zealand division) or Westpac New Zealand Limited. 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 Disclosure Statement for Westpac New Zealand QFE Group Financial 
Advisers Act 2008 http://www.westpac.co.nz/assets/Who-we-are/About-Westpac-NZ/QFE-Group-Financial-Advisers-Act-Disclosure-Statement.pdf ). 
If you are reading this in the United Kingdom: Westpac Banking Corporation is registered in England as a branch (branch number BR000106) and is authorised and regulated by The Financial Services Authority.  
Westpac Europe Limited is a company registered in England (number 05660023) and is authorised and regulated by The Financial Services Authority. This communication is directed at a) persons who have 
professional experience in matters relating to investments falling within Article 19(1) of the Financial Services Act 2000 (Financial Promotion) Order 2005 or (b) high net worth entities, and other persons to whom 
it may otherwise be lawfully communicated, falling within Article 49(1) of the Order (all such persons together being referred to as “relevant persons”). The investments to which this document 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 document or any of its contents. In the same way, the information contained in this document is intended for “eligible counterparties” and “professional clients” as defined by the rules of the 
Financial Services Authority and is not intended for “retail clients”. With this in mind, Westpac expressly prohibits you from passing on this document to any third party. In particular this communication and any 
copy of it may not be taken, transmitted or distributed, directly or indirectly into any restricted jurisdiction.
If you are reading this in Australia: This document is provided to you solely for your own use and in your capacity as a wholesale client of Westpac. Australian customers can obtain Westpac’s financial services 
guide by calling 132 032, visiting www.westpac.com.au or visiting any Westpac Branch.
If you are reading this in Singapore, China or Hong Kong: This document is provided to you solely for your own use and in your capacity as a wholesale client of Westpac. 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 Shanghai and Beijing Branches hold banking licenses and are subject to supervision by the China Regulatory Banking Commission.
In you are reading this in the United States of America: Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the Comptroller of the Currency and is not 
affiliated with either: (i) a broker dealer registered with the US Securities and Exchange Commission; or (ii) a Futures Commission Merchant registered with the US Commodity Futures Trading Commission. 

Do you think jobs are plentiful or hard to get in NZ?
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Net response: 
Those saying “plentiful” minus 
those saying “hard to get”

Job opportunities in NZ in a year’s time compared to nowDo you think jobs are plentiful or 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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Earnings in paid work now compared to this time last year

Personal job security over the coming year
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Personal job security over the coming year

Earnings in paid work this time next year
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Expected earnings in paid work this time next year

Employment confidence by region
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Employment confidence by region


