1 October 2012

Calmer waters

Wi Festpac

Institutional
Bank

2012Q3 Westpac McDermott Miller Employment Confidence Index: 98.9

* Employment confidence has recovered from its June
dip but remains weak.

* People feel more secure in their jobs than three
months ago, though perceptions of the overall labour
market continue to be very downbeat.

* Employment confidence has bounced back in
Canterbury, which is once again leading the pack.

Employment Confidence Indices

Jun-12  Sep-12 Change

Employment Confidence Index 96.2 98.9 2.7
Current Employment Conditions Index 80.3 79.5 -0.8
Employment Expectations Index 106.8 111.9 5.1

Figure 1: Employment Confidence Index
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The Westpac McDermott Miller Employment Confidence Index
has recovered modestly over the past three months, and now
sits back at 98.9, the same as in March. However, that still
leaves the index the second lowest since the trough of the
recession in mid-2009.

The improvement in employment confidence reflects slightly
brighter expectations for the year ahead. In particular, there
has been a jump in perceived job security - to the highest since
mid-2011. This may reflect the fact that some of the uncertainty
around the global economy has eased since the European
Central Bank pledged to do ‘all that it takes’ to keep the euro
zone from breaking apart.

However, households continue to see nationwide job
opportunities as very limited. That no doubt reflects another
disappointing labour market report in the June quarter, which
showed the unemployment rate rising further to 6.8%. However,

people may also be speaking from personal experience: this
part of the survey has to date been a good predictor of actual
unemployment trends. It suggests that the unemployment rate
remained high in the September quarter.

Figure 2: Reported job opportunites and unemployment
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Within that weak overall picture, today’s survey shows the
divergence between job perceptions in Canterbury and the rest
of the country reasserting itself. Employment confidence in
the region has bounced back into optimism, and is by far the
highest nationwide. That said, while Cantabrians now clearly
see greater job opportunities than people in other regions,
their current and expected wage growth looks less out of the
ordinary. That suggests that the wage pressures we’ve been
seeing in the region’s construction sector aren’t yet spilling over
to the broader regional economy in a major way. More broadly,
today’s survey suggests the trend in nationwide wage inflation
remains pretty flat.

Figure 3: Expected job opportunities - Canterbury and
nationwide
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Figure 4: Expected earnings: Canterbury and
nationwide
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Figure 5: Reported earnings and wage inflation
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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 expected job
opportunities are questions about the New Zealand job market
as a whole; the other questions are about households’ own
employment situation.

Further details about the individual questions are in the charts
on the last page. The survey took place over the period 1-9
September, with a sample size of 1553.

* Households’ assessment of current job opportunities
has fallen for a second time in a row, with a net 63% of
households now saying that jobs are hard to get. This is the
weakest this part of the survey has been since late 2010, but
that’s not saying much - it’s been stubbornly downbeat ever
since 2009. A net 8% of households expect jobs to become
even harder to get over the year ahead, compared to 10% in
the previous survey.

* At the same time, those with jobs have reported a lift in
their perceived job security. A net 12% now expect their job
security to improve over the year ahead, up from just 2%
three months ago.

* The survey continues to show few signs of rising wage
pressures. A net 22% of households reported an increase in
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their labour earnings over the past year - the same as three
months ago. The balance of households expecting a wage
increase over the year ahead increased slightly, from a net
29% to a net 32%, but remains softer than 6 months ago.

Regional and demographic breakdown

Three months ago there was a surprising drop in Cantabrians’
employment confidence. That proved to be a one-off, and
may have been a statistical quirk. Canterbury saw the biggest
rebound in employment confidence of all (from 98 to 111, the
highest since September last year) and is now once again the
most optimistic region by far: Cantabrians are among the least
downbeat about current job opportunities and the only region
to expect job opportunities to improve over the coming year.

Interestingly, the next biggest improvements were in Wellington
and the Bay of Plenty - the two most downbeat regions 6
months ago. It may be that in both regions there is now the
growing sense that ‘the worst is over’. The Bay of Plenty saw
a particularly large lift in job security, and Wellingtonians have
become a lot less pessimistic about future job opportunities.
Even so, both regions are still pessimistic overall. In general,
while employment confidence improved in 7 out of 11 regions,
it mostly remains in pessimistic territory (apart from Canterbury,
the exceptions are Auckland, Nelson/Marlborough/West Coast,
and Southland).

Employment Confidence by region

Region Sep-11 Jun-12 Sep-12
Northland 97.1 91.0 94.0
Auckland 104.3 100.8 100.8
Waikato 102.8 86.3 89.8
Bay of Plenty 99.8 93.7 97.6
Gisborne/Hawke's Bay 104.3 98.2 91.1
Taranaki/Manawatu-Wanganui 105.3 92.3 89.8
Wellington 97.9 93.1 98.5
Nelson/Marlborough/West Coast 106.1 100.8 100.6
Canterbury 115.2 97.6 110.9
Otago 96.7 95.3 97.9
Southland 109.1 99.2 101.6

Both male and female employment confidence improved -
slightly more so for females. However, the gender gap that
opened up since the recession persists, with male employment
confidence higher on balance. Employment confidence also
rose across age groups, though particularly so for younger
respondents (those aged 18-29, who tend to have the highest
employment confidence anyway). By socioeconomic group,
employment confidence rose for in the lower- and upper-income
brackets, but dropped sharply for middle-income households.
Like the other income groups, that group saw an improvement
in perceived job security, but it’s became more downbeat in
other respects.

Felix Delbriick
Senior Economist

October 2012



Do you think jobs are plentiful or hard to get?
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Earnings in paid work now compared to this time last year
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Personal job security over the coming year
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Job opportunities in NZ in a year’s time compared to now
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Expected earnings in paid work this time next year
Net % Net % 60
Source: Westpac McDermott Miller
Net response:
| Those saying “more” minus |
50 those saying “less” 50
40 A r 40
30 r 30
20 F 20
N ‘ | | | ‘ N
o &2 1 ii AeiiguiugIiENEREREOD

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

Employment confidence by region
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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 Delbriick, Senior Economist Ph: (64-9) 336 566 felix_delbruck@westpac.co.nz

Anne Boniface, Senior Economist Ph: (64-9) 3365669 anne_boniface@westpac.co.nz
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