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Off the canvas, but still dazed.

	– Consumer confidence has picked up over 
the past few months. Even so, it’s hard to 
describe the mood in the country as anything 
but grim. 

	– Households’ finances are being squeezed 
by high consumer prices and increases in 
borrowing costs. 

	– Against that backdrop, spending appetites 
remain subdued. 

Consumer confidence and economic growth
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Consumer confidence indices

Sep-22 Jun-22 Change Average

Consumer Confidence Index 87.6 78.7 8.9 110.0 

Present Conditions Index 81.9 74.0 7.9 107.4 

Expected Conditions Index 91.4 81.8 9.6 111.8 

Current financial situation -22.9 -27.1 4.2 -8.8 

Expected financial situation -3.2 -7.4 4.2 11.1 

1-year economic outlook -23.5 -38.5 15.0 -3.5 

5-year economic outlook 0.8 -8.7 9.5 27.7 

'Good time to buy' -13.3 -24.8 11.5 23.6 

The Westpac McDermott Miller Consumer Confidence Index rose 
8.9 points in the September quarter to a level of 87.6. That’s up 
from the record lows we saw back in June, with confidence likely 
to have been boosted by the firming in economic conditions and 
easing of health restrictions since the Omicron wave peaked.

Nevertheless, confidence is still languishing at very low levels. 
In fact, consumer confidence is sitting around the sorts of lows 
that we saw during the recession in the early-1990s and during 
the 2008/09 Global Financial Crisis.

The current economic landscape is very different from either of 
those earlier periods. For a start the country is not in recession. 
In fact, economic activity grew by 1.5% through the first half of 
the year. In addition, the labour market remains in good health 
with the unemployment rate at just 3.3%. 

But even with economic activity holding firm (at least for now), 
the pressures on households have been mounting. In particular, 

WESTPAC  
MCDERMOTT MILLER 
CONSUMER CONFIDENCE
22 September 2022

 �Satish Ranchhod, Senior Economist  
 +64 9 336 5668 
 satish.ranchhod@westpac.co.nz



Westpac Economic Bulletin 2

with inflation at its highest level in more than 30 years, rapid 
price increases have been eating away at households’ spending 
power. Notably, a large proportion of those increases have 
related to prices of items like food and rent. That’s particularly 
concerning for those households on lower incomes who tend to 
spend a greater share of their incomes on necessities. 

Adding to the pressure on households’ finances has been the 
rise in interest rates over the past year. The RBNZ began raising 
the Official Cash Rate late last year, and the related increase in 
mortgage rates has already taken a sizeable bite out of many 
households’ disposable income. Over the coming months, 
increasing numbers of borrowers will feel the pinch as they roll 
off the low interest rates that were on offer in recent years. In 
some cases, borrowers will face refixing at rates that are 2 to 
3 percentage points higher. That will be a sizeable squeeze on 
their spending power. 

Mortgage rates
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Compounding the above headwinds, many households 
have seen the value of their assets falling in recent months. 
Nationwide house prices have dropped by 9% since November. 
Similarly, the value of many KiwiSaver balances and other 
financial assets has continued to slide.

In the face of those headwinds, a large number of households 
have told us that their financial position has deteriorated of 
the past year. Many households also expect that their financial 
position will continue to weaken over the coming year. 

But it’s not just their personal financial situation that’s got 
households worried. Large numbers of household also expect 
that economic conditions more generally will deteriorate over 
the next few years. 

Are you better or worse off financially than a year ago?
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Hey there moderate spender.
As with economic confidence more generally, households’ 
spending plans have nudged higher in recent months. Even 
so, households’ spending appetites remain very weak – the 
number of households who think it’s a good time to make a 
major purchase remains close to the record lows that we saw in 
the June quarter. 

Is this a good or bad time to buy a major household item?
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Net Response: Those saying “better” minus those saying “worse”

Looking to the next few months, we expect to see mixed 
trends in spending across sectors. We expect to see demand 
in the hospitality sector picking up now that Covid related 
health restrictions have been rolled back. Spending in the 
sector will also get a boost from the return of international 
tourists, with arrivals having already retraced 40% of their 
pre- pandemic levels. 

However, even as spending in the hospitality sector ramps 
up again, we expect spending in other areas will lose steam. 
The pressures on households’ budgets from rising interest 
rates and high inflation are already weighing on demand, with 
spending on items like household durables having softened in 
recent months. Looking ahead, those financial pressures are 
set to become an increasing drag on household spending. 

Youth is wasted on the young.
While confidence in most parts of the economy remains very 
low, there’s one group that’s bucking the trend. Since our last 
survey, confidence among younger New Zealanders (those aged 
18 to 29) has rebounded and is now back around the levels we 
saw prior to the pandemic. 

Digging under the surface, younger New Zealanders are feeling 
more upbeat about both their personal financial situation 
and the economic outlook more generally. A key reason for 
that is likely to be the strength of the labour market. Younger 
workers typically change jobs more often. And with the labour 
market the tightest it’s been in decades, many of those in the 
early stages of their careers will have found that their skills 
are in hot demand. That’s meant they are well positioned 
to secure themselves pay rises, which in some cases have 
been substantial.

Younger New Zealanders are also less likely to be homeowners 
or have very large holdings of financial assets. As a result, the 
sharp falls in asset values in recent months which have affected 
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many older New Zealanders, is likely to have been less of a 
concern for this group. 

Consumer confidence by age group
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Looking across the country, confidence remains low in most 
regions. However, there are two exceptions.

The first is the Waikato where the easing in earlier drought 
conditions and firmness in agricultural export prices has helped 
to bolster sentiment.

The other area to record a large rise in confidence this quarter 
is Wellington – now the most upbeat region in the country. 
Those in the capital are feeling much more positive about 
both the economic outlook over the coming year and their 
personal financial situation. Wellington’s labour market has 
been extraordinarily tight, with unemployment of just 2.7%. 
Consistent with that, we’ve been seeing solid increases in 
earnings for many public sector positions and professional 
roles, which account for a large share of the region’s 
labour market. 

Our upcoming Westpac McDermott Miller Regional Economic 
Confidence report (out next week) will take a closer look at 
economic trends across regions.

Consumer confidence by region

Sep-22 Jun-22 Change

Northland 79.2 75.6 3.6

Auckland 87.2 73.6 13.6

Waikato 103 85.2 17.8

Bay of Plenty 86.8 82.2 4.6

Gisborne/Hawke's Bay 79.4 83.5 -4.1

Taranaki/Manawatu-Whanganui 78 82 -4

Wellington 105 88.1 16.9

Nelson/Marlborough/West Coast 80.7 73.6 7.1

Canterbury 82.2 77.8 4.4

Otago 75.4 78.3 -2.9

Southland 76.7 69.9 6.8

Nationwide 87.6 78.7 8.9 

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 
September 2022. The sample size was 1,559.

Do you expect to be better or worse off financially in a year’s time?

-40

-30

-20

-10

0

10

20

30

40

-40

-30

-20

-10

0

10

20

30

40

1989 1994 1999 2004 2009 2014 2019

%%

Source: Westpac McDermott Miller

Average: 
11.3

Net Response: Those saying “better” minus those saying “worse”

Do you expect good or bad economic times over the coming years?
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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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