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A tale of two economies
Westpac McDermott Miller Regional  
Economic Confidence, September quarter 2015

•	 Regional economic confidence remained flat 
across New Zealand in the September quarter with 
small changes up or down across most regions.

•	 A dichotomy is emerging between dairy-intensive 
regions on the one hand, which remain downbeat, 
and regions with less exposure, whether urban or 
rural, which are significantly more positive about 
the economic outlook.

•	 The Bay of Plenty remains the most optimistic region 
in New Zealand, closely followed by Canterbury.

Regional economic confidence*

Region Regional economic confidence (%)

Jun-15 Sep-15 Change

Northland -12 -4 8

Auckland 18 13 -5

Waikato -10 -1 9

Bay of Plenty 26 25 -1

Gisborne/Hawke's Bay 8 13 6

Taranaki/Manawatu-Whanganui -19 -15 4

Wellington 21 16 -5

Nelson/Marlborough/West Coast 18 16 -2

Canterbury 23 23 1

Otago -6 -4 2

Southland -29 -36 -7

Nationwide 10 10 0

Source: Westpac McDermott Miller

*Regional economic confidence is the balance of households expecting good, 
as opposed to bad, economic times in their region over the coming year, as a 
percentage of total number of households. Sample sizes, and margins of error, 
vary by region. The national average is weighted by the share of each region in 
the total population. The survey was conducted over 1-11 September, with a 
total sample size of 1550.

Regional economic confidence remained stable at an 
aggregate level in September. A net 10% of New Zealanders 
are optimistic about their region’s economic prospects, 
compared to a peak of 37% in March 2014.

A clear divergence is emerging between regions. Some are 
highly exposed to the dairy sector, which is facing far lower 
prices, meaning tougher times for farmers and support 
services, and regions with more diverse economies. Southland 
and Taranaki/Manawatu-Whanganui, and to a lesser extent 
Otago and the Waikato, are well below the national average in 
terms of regional economic expectations.
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Yet the three main urban centres, with their service-based 
economies, all retain regional confidence figures above the 
national average despite falls in confidence in Auckland 
and Wellington. Northland, Bay of Plenty, and Gisborne 
and Hawke’s Bay, three regions with large rural hinterlands 
but less exposure to dairy, similarly saw high or improving 
confidence in the regional economic outlook.

Some regional aggregates, such as Nelson/Marlborough/West 
Coast, have results that are skewed by their mix of dairy and 
other industries, such as viticulture, fruit growing and seafood, 
which makes it hard to read too much into the results there.

Regional Roundup
Northland: Northland households are far less optimistic about 
the economic outlook for their region than the average New 
Zealand household. A net 4% of households expect mainly bad 
economic times in the region over the year ahead. However, 
confidence in the local economy has improved sharply from a 
net 17% downbeat on future regional prospects just 6 months 
ago. Northland has a fair amount of dairying and forestry, 
which are both industries facing significant challenges at 
the moment. However, factors that may be helping move the 
regional outlook toward positive territory include an increase 
in tourist guest nights of 5.5% on the previous year, and strong 
growth in house prices, which tends to boost people’s sense 
of economic well-being.

Auckland: A net 13% of households expect good economic 
times in the region over the year ahead. However, it is worth 
noting that the region has seen one of the sharpest declines in 
net optimists over the last three months. Sharply higher house 
prices have created a general sense of economic well-being. 
But even as housing affordability has become the dominant 
economic issue in Auckland, concerns over the possibility 
of a correction in house prices may be taking hold, bringing 
confidence down. Yet retail spending, vehicle sales, and views 
on whether now is a time to buy a major household item, which 
are all other measures of consumer confidence, remain strong.

Waikato: Waikato households are equally split on the 
question of whether their region can expect better or 
worse economic times over the next year, with a net 1% of 
households expecting mainly bad economic times. With more 
a quarter of New Zealand’s dairy jobs, the Waikato’s fortunes 
are strongly linked to an industry that is experiencing a lot 
of uncertainty. This is reflected in sales of farm vehicles 
being down 10% on the previous year. On the other hand, 
residential consent values and private vehicle sales are 
up more than 10%. These factors point to a mix in views 
between urban centres like Hamilton, and rural areas.

Bay of Plenty: For the second quarter in a row, the Bay of 
Plenty remains the region with the most positive expectations 
for the local economy. A net 25% of households expect good 
economic times in the region over the year ahead. The Bay 

of Plenty continues to be spared from some of the economic 
woes affecting other regions, as the kiwifruit industry has 
bounced back strongly from the ravages of the PSA outbreak. 
Retail spending remains buoyant and house prices in Tauranga 
continue to rise. Confidence is also reflected in sales of 
commercial and private vehicles.

Gisborne/Hawke’s Bay: A net 13% of households expect 
good economic times in the region over the year ahead. 
Gisborne and the Hawke’s Bay are relatively isolated from the 
challenges faced by other parts of the national economy. Card 
spending remains steady and sales of private vehicles, another 
measure of confidence, are up. Although house price growth 
is mixed across the region, a net 16% of survey respondents 
believed now was a good time to buy a major household item. 

Taranaki/Manawatu-Whanganui: In Taranaki and 
Manawatu-Whanganui, a net 15% of households are expecting 
worse economic times over the next year. This is a marginal 
improvement on the net 19% who were pessimistic in June. 
Taranaki has experienced the double whammy of poor dairy 
fortunes and a sharply falling oil price. Card spending is down 
in Taranaki and the June quarter unemployment data suggests 
a lot more people out of work. But despite the negative 
view, there are some positives – residential consent values 
and private vehicle sales remain buoyant. Palmerston North 
and the wider Manawatu have seen card spending rise and 
unemployment fall.

Wellington: Wellingtonian households remain relatively 
optimistic when asked about the economic outlook for the 
region. A net 16% of households expect good economic times 
in the region over the year ahead although this is down from 
21% last quarter. Wellington has been in ‘steady as she goes’ 
mode for some time. Retail spending remains fairly strong, 
and the region has an unemployment rate below the national 
average. At the same time, house price growth is weak, and 
vehicle sales are relatively flat. This suggests that much of the 
buoyancy may be more a sense of relief that the harshest of 
the central government job cuts appears to have ended than 
any new driver of economic activity.

Nelson/Marlborough/West Coast: The Top of the South 
remains relatively positive about the outlook for the regional 
economy over the next 12 months. A net 16% of households 
are expecting better economic times over the next year. There 
appears to be a dichotomy between the dairy and mining-
focused West Coast, where conditions have turned down 
sharply, and Nelson-Tasman-Marlborough, where the wine 
industry, fruit growing, and seafood provide a fair amount of 
diversification in the local economy. Card spending and private 
vehicle sales are up in these other parts of the wider region.

Canterbury: Canterbury households are far more optimistic 
about the economic outlook for their region than the average 
New Zealand household. A net 23% of households expect 
good economic times in the region over the year ahead. 
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Although the Canterbury rebuild has peaked, construction 
activity is expected to remain strong until late next year. There 
has been a slowdown in residential building activity, and a 
commensurate slowdown in house price growth, but a lot 
of the non-residential building work still needs to be done. 
Meanwhile retail sales are up sharply over the last year, and 
vehicle sales remain strong.

Otago: Residents of Otago are far less optimistic about the 
economic outlook for their region than the average New 
Zealand household. A net 4% of households expect mainly bad 
economic times in the region over the year ahead. Otago has a 
fair amount of exposure to the struggling dairying sector, which 
will explain some of the pessimism. At the same time, tourist 
guest nights are up around 5.4% on the same quarter a year 
ago, and the prospects for sheep and beef, while not setting the 
region alight, are reasonable. Another factor pointing to more 
optimism is the growth in residential consent values. 

Southland: Southland households are the least optimistic 
in New Zealand about the economic outlook for their region. 
A net 36% of households expect mainly bad economic times 
in the region over the year ahead. This constitutes a net 65% 
reversal in just 6 months and is the lowest reading since 
September 1991. Southland is a region with just 2.1% of New 
Zealand’s population, but it has 10% of dairy employment. 
This level of exposure to an industry with a lot of current 
uncertainty is weighing heavily on confidence. Unemployment 
has risen quite sharply in the last 6 months, and purchases 
of farm vehicles are down 8.4% in the last 6 months over the 
same period last year.

Consumer confidence: regional breakdown
In this bulletin we also report on the regional breakdown of 
the Westpac McDermott Miller Consumer Confidence Index. 
Separately from the Regional Economic Confidence Survey, 
the Consumer Confidence Index summarises responses to 
questions about households’ own financial situation, their 
expectations for the New Zealand economy as a whole, and 
their current willingness to buy a major household item.

Consumer confidence by region

Region Consumer confidence index

Jun-15 Sep-15 Change

Northland 106.8 104.0 -2.8

Auckland 117.3 111.4 -5.9

Waikato 115.6 100.8 -14.8

Bay of Plenty 116.3 107.3 -8.9

Gisborne/Hawke's Bay 117.5 103.4 -14.1

Taranaki/Manawatu-Whanganui 106.9 101.9 -5.0

Wellington 104.5 101.8 -2.8

Nelson/Marlborough/West Coast 109.8 103.6 -6.2

Canterbury 114.7 108.3 -6.4

Otago 108.2 100.8 -7.4

Southland 101.8 92.8 -9.0

Nationwide 113.0 106.0 -7.0

Consumer confidence fell in all eleven regions in the 
September quarter. That most likely reflects concerns 
about weak dairy prices, the plateauing of rebuild activity in 
Canterbury, and the Reserve Bank’s response to the slowing 
economy in cutting interest rates.

In some cases, respondent’s views on where the national 
economy is heading were at odds with their views on 
the regional economy.  For instance, regional economic 
expectations in Gisborne and the Hawke’s Bay, Northland, and 
Taranaki and Manawatu-Whanganui all shifted in a positive 
direction although the latter two were still pessimistic overall.  
Yet all three of these regions expected the national outlook to 
worsen over the coming year.  This is particularly remarkable 
in the case of Taranaki and Manawatu-Whanganui, given the 
region’s exposure to dairy and oil and gas, another industry 
battling low commodity prices.

Remarkably, even in regions where regional and national 
economic confidence was low, a net positive proportion 
of respondents still thought now was a good time for a 
major household purchase.  This varied between a net 6% in 
Southland and a net 26% in Auckland. 

David Norman 
Industry Economist
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Auckland
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Waikato
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Gisborne/Hawke’s Bay
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Bay of Plenty
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Taranaki/Manawatu-Whanganui
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Wellington
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Canterbury

60

70

80

90

100

110

120

130

140

-100

-80

-60

-40

-20

0

20

40

60

80

100

1988 1992 1996 2000 2004 2008 2012

Index

Regional economic confidence (LHS)
Consumer confidence (RHS)

Source: Westpac McDermott Miller

Net % optimistic

Southland
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Nelson/Marlborough/West Coast
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Otago
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