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Winter is coming
June 2016 quarter Westpac McDermott Miller 
Consumer Confidence Index: 106.0

•	 Consumer confidence has fallen for a second 
quarter. Confidence is now well below the peak 
reached in 2014, and is below its long-run average.

•	 Households, particularly those on middle incomes, 
have become increasingly worried about where the 
economy is heading over the next few years.
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Consumer Confidence Indices

 Jun-16 Mar-16 Change Average

Consumer Confidence Index 106.0 109.6 -3.7 111.5 

Present Conditions Index 110.0 111.7 -1.7 108.6 

Expected Conditions Index 103.3 108.2 -5.0 113.4 

Current financial situation -1.3 -3.2 1.9 -9.4 

Expected financial situation 4.0 6.5 -2.5 12.2 

1-year economic outlook -1.3 1.4 -2.7 -3.3 

5-year economic outlook 7.2 16.8 -9.6 31.3 

'Good time to buy' 21.4 26.7 -5.3 26.5 

Consumer confidence

Consumer Confidence Indices

 Dec-15 Mar-16 Change Average

Consumer Confidence Index 110.7 109.6 -1.0 111.5 

Present Conditions Index 111.6 111.7 0.2 108.6 

Expected Conditions Index 110.0 108.2 -1.8 113.4 

Current financial situation -3.2 -3.2 0.0 -9.4 

Expected financial situation 4.0 6.5 2.5 12.2 

1-year economic outlook 7.7 1.4 -6.3 -3.3 

5-year economic outlook 18.4 16.8 -1.6 31.3 

'Good time to buy' 26.4 26.7 0.3 26.5 

New Zealand households have become increasingly nervous 
about the economic outlook. The Westpac McDermott Miller 
Consumer Confidence Index fell to 106.0 in June (versus 
109.6 in March). That’s the seventh decline in the past nine 
quarters, and leaves confidence at below average levels.

While households are feeling a little better about their 
current financial position, there has been growing pessimism 
about the economy’s trajectory. The number of households 
expecting favourable economic conditions over the next year 
has fallen for a second quarter, and the number expecting 
positive economic conditions in five years time has plummeted 
to the lowest level in 25 years. 

This degree of nervousness about the economic outlook has 
historically been seen when the economy is in recession. But 
as last week’s GDP figures revealed, the economy is actually 
growing at a firm pace, with growth in the year to March 
coming in at 2.4%. And signs are that growth will continue 
around this pace for some time.

Expected economic conditions and GDP growth
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But the firm overall GDP figures mask a much softer picture 
for per-capita growth, which has trended down over the past 
year. Notably, per capita growth in household spending has 
now slowed to 0.4% in annual terms – its slowest pace since 
2010 when the economy was emerging from recession. 
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This weakness in per-capita economic growth highlights 
the large boost to economic activity from strong migration 
and population growth in recent years. It also helps us to 
understand why the current economic environment feels very 
different depending on your perspective. For businesses, the 
increase in the number of bodies in stores is providing a buffer 
from the headwinds buffeting the economy, such as subdued 
global demand and weakness in dairy export prices. 

However, for many individual households, the economic 
environment is likely to feel a lot tougher. This is especially 
true for those in regions that are closely linked to the primary 
sector. Indeed, those in rural centres have noted much more 
concern about economic conditions than their cousins in 
major urban centres.

Consumer confidence – urban vs rural
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While households are nervous about the economic 
environment, they’re not putting away their wallets just yet. 
A key reason for this is the current very low level of interest 
rates.  When asked what they would do with a cash windfall, 
households reported that they are much more likely to spend 
it than to pay down debt. In fact, the proportion of households 
who said they’d use a cash wind fall to pay down debt is 
currently at its lowest level since we started collecting this 
data in 1998. 

It’s also notable that, despite feeling nervous about the 
economic environment, New Zealand households haven’t 
forgotten about each other. The proportion of households who 
said that they’d donate a windfall to family or to a charity is 
now at its highest level in 18 years.

What would you do with a $10,000 windfall?

15

20

25

30

35

40

15

20

25

30

35

40

1999 2002 2005 2008 2011 2014

Spend it

Pay down debt

Source: Westpac McDermott Miller

% of respondents% of respondents

Looking into the details of the latest confidence figures reveals 
notable differences across the economy. While confidence has 
trended down among all households, those on higher incomes 
(above $100,000) remain less pessimistic than others. 

Among other households, the biggest declines in confidence 
have been among those earning $50,000 to $100,000 per 
year. These households are particularly concerned about how 
their financial position will evolve over the coming year. The 
reasons for this are not immediately clear, but it may reflect 
concerns about housing affordability and debt levels which 
have been splashed across the media in recent weeks. 

Confidence has also fallen among households on incomes 
below $50,000, but not to the same extent as among those on 
middle incomes.

Consumer confidence by household income band?
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Survey description 
The Westpac McDermott Miller Consumer Confidence Index 
summarises the net balance of optimistic/pessimistic 
responses to five questions: how households’ financial 
situation has changed over the past year; whether now is a 
good time to buy a major household item; how households 
expect their financial situation to change over the coming 
year; and near term and longer-term prospects for the 
New Zealand economy as a whole. 

The first two of these questions are summarised in the 
Present Conditions Index, and the last three are summarised 
in the Expected Conditions Index. An index number over 100 
indicates that optimists outnumber pessimists, though the 
series may be above or below 100 on average. 

The survey also includes questions on respondents’ spending 
on entertainment and eating out, and on what they would do 
with a $10,000 windfall. Survey interviews were conducted 
over the period 1 – 12 June. The sample size was 1555.

Satish Ranchhod 
Senior Economist
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Are you better or worse off financially than a year ago? 
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Do you expect good or bad economic times over the next 
12 months in NZ?
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Is this a good or bad time to buy a major household item?
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Do you expect to be better or worse off financially in a 
year’s time?
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Do you expect good or bad economic times over the next 
5 years in NZ?
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Present and Expected Conditions
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Contact the Westpac economics team
Dominick Stephens, Chief Economist +64 9 336 5671

Michael Gordon, Senior Economist +64 9 336 5670

Satish Ranchhod, Senior Economist +64 9 336 5668

Anne Boniface, Senior Economist +64 9 336 5669

David Norman, Industry Economist +64 9 336 5656

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.

Things you should know: Each time someone visits our site, data is 
captured so that we can accurately evaluate the quality of our content 
and make improvements for you. We may at times use technology to 
capture data about you to help us to better understand you and your 
needs, including potentially for the purposes of assessing your individual 
reading habits and interests to allow us to provide suggestions 
regarding other reading material which may be suitable for you.

If you are located in Australia, this material and access to this website 
is provided to you solely for your own use and in your own capacity 
as a wholesale client of Westpac Institutional Bank being a division 
of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 
(‘Westpac’). If you are located outside of Australia, this material and 
access to this website is provided to you as outlined below.

This material and this website contain general commentary only and 
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 situation or needs. This material and this website 
may contain material provided by third parties. While such material is 
published with the necessary permission none of Westpac or its related 
entities accepts any responsibility for the accuracy or completeness of 
any such material. Although we have made every effort to ensure the 
information is free from error, none of Westpac or its related entities 
warrants the accuracy, adequacy or completeness of the information, 
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Westpac and its related entities intend by this notice to exclude liability 
for the information. The information is subject to change without notice 
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this website does not constitute an offer, a solicitation of an offer, or an 
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indicator of future performance. The forecasts given in this material and 
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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.

Transactions involving carbon give rise to substantial risk (including 
regulatory 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 
situation or needs. Statements setting out a concise description of 
the characteristics of carbon units, Australian carbon credit units and 
eligible international emissions units (respectively) are available at www.
cleanenergyregulator.gov.au as mentioned in section 202 of the Clean 
Energy Act 2011, section 162 of the Carbon Credits (Carbon Farming 
Initiative) Act 2011 and section 61 of the Australian National Registry 
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New Zealand: The current disclosure statement for the New Zealand 
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Westpac New Zealand Limited can be obtained at the internet address 
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