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Q2 2012 Regional Economic Confidence falls

* Households’ confidence in their local economy fell
in almost all regions, according to the Westpac
McDermott Miller Regional Economic Confidence
Survey.

* Anotable exception was Canterbury, where economic
confidence rebounded sharply and is now at its
highest since the February 2011 earthquake.

Regional economic confidence*

. Regional economic confidence
Region (%)

Mar-12 Jun-12 Change

Northland -35 -33 2

Auckland 7 -4 -1
Waikato 22 -6 -28
Bay of Plenty -14 -16 -2
Gisborne/Hawke’s Bay -8 -12 -4
Taranaki/Manawatu-Wanganui 13 4 -9
Wellington -18 -24 -6
Nelson/Marlborough/West Coast 6 4 -1

Canterbury 8 25 17
Otago -9 -22 -13
Southland 43 32 -11
National average 3 -4 -7

Source: Westpac McDermott Miller

* Regional economic confidence is the balance of respondents expecting good, as
opposed to bad, economic times in their region over the coming year. 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 Westpac McDermott Miller Regional Economic Confidence
Survey, which asks households about their expectations for their
local economy over the coming year, is telling a fascinating story
of shifting fortunes among New Zealand’s regions.

On the one hand, large parts of the country have started to feel
the impact of a weaker global economy. Economic confidence
fell sharply in the Waikato, as well as Otago, Southland, Auckland
and Taranaki/Manawatu-Wanganui, all regions with a strong
export base or international focus. Meanwhile, public sector
cutbacks are increasingly weighing on economic confidence in
the nation’s capital (which is now the second most pessimistic
region in the country), and possibly in Otago’s education and
health sectors as well.

By contrast, economic confidence leapt back up in Canterbury,
surpassing the first flush of post-earthquake optimism we saw
last September. In a clear sign that the repair and reconstruction
of Christchurch is rapidly taking over from agriculture as a
main driver of economic growth in New Zealand, Cantabrians’
economic confidence is now not far behind Southlanders’,
though for now Southland still holds the top spot.

The survey was conducted over 1-10 June. The total sample size
was 1570.

Northland: Northland is one of only two regions that saw
regional economic confidence improve over the past three
months. This may reflect some signs of life in the local
economy, which is slowly recovering from the effects of past
droughts and the housing bust. Even so, economic confidence
in the region remains the lowest in the country, with a net 33%
of households expecting mainly bad times over the year ahead.

Auckland: Regional economic confidence in Auckland fell
sharply and is now pessimistic on balance, with a net 4% of
households expecting mainly bad times over the year ahead.
The region is at economic cross currents: it continues to be at
the forefront of New Zealand’s housing market recovery, but its
economy is also relatively exposed to developments overseas,
which have taken a turn for the worse.

Waikato: With a bumper dairy production season over, and
Fonterra confirming a lower payout forecast for the season
ahead, it’s not surprising that economic confidence has
tumbled in the Waikato. With pessimists now outnumbering
optimists, economic confidence in the region is the lowest it
has been since mid-2009.

Bay of Plenty: Economic confidence in the Bay of Plenty
region held up better than in some other parts of the country,
and has improved considerably since December last year, just
after the Rena oil spill disaster. But the region continues to
face some significant challenges, not least the PSA blight that
has devastated parts of the kiwifruit industry, and economic
confidence remains lower than in many other regions.

Gisborne/Hawke’s Bay: Regional economic confidence in
Gisborne /Hawke’s Bay has slipped further into pessimism, with
a net 12% of households now expecting mainly bad times over
the year ahead. Farmers and foresters are dealing with weaker
global conditions, unemployment in the region is on the rise,
and the Gisborne housing market remains weak.

Taranaki/Manawatu-Wanganui: Regional economic
confidence in this diverse, but export-oriented region has
fallen sharply, in part no doubt reflecting declining returns for
agricultural producers. While households remain cautiously
optimistic on balance (a net 4% expect mainly good times
for the region over the coming year) this is the lowest that
economic confidence in the region has been since late 2010.

Wellington: Regional economic confidence in Wellington has
fallen further into pessimism, with a net 24% of households
now expecting bad times for the region over the year ahead.
Households in the region haven’t been this downbeat about
prospects for their local economy since the early 1990s
recession - not too surprising in view of public sector cutbacks
and another tight government budget.
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Nelson-Marlborough /West Coast: Economic confidence
held up relatively well in this region, remaining cautiously
optimistic - a net 4% of households continue to expect good
times for the region over the year ahead. There are signs that
the region has taken on both migrants and work as a result of
the Canterbury earthquakes, supporting local housing markets
and businesses.

Canterbury: Regional economic confidence in Canterbury has
seen a major rebound from three months ago and is now the
highest since the February 2011 earthquake. On balance 25% of
households now expect good times for the region over the year
ahead, making Canterbury the second most optimistic region in
the country. While parts of the economy continue to struggle,
repair and reconstruction work is underway, the market for non-
damaged homes has continued to pick up, and retail spending
is almost back at pre-quake levels.

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, this
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 spend.

Consumer confidence rose in Northland, Bay of Plenty and
Southland, was roughly unchanged in Auckland, Taranaki/
Manawatu-Wanganui, and Canterbury, and fell elsewhere. Even
after these latest movements, Auckland continues to enjoy the
highest consumer confidence, and is now the only region where
the index is still clearly above 100 (i.e. in optimistic territory).
Consumer confidence is lowest in the Waikato, which also saw
the steepest fall.

In the details, households in most regions have become
more pessimistic for the future, both in respect of their own
finances and the wider economy. However some regions
saw a significant improvement in households’ assessment of
their present situation. Notably, Aucklanders felt significantly
better off than three months ago and also expressed a greater
willingness to spend. We suspect this reflects recent falls in
mortgage rates as well as the region’s buoyant housing market.

We were surprised to see consumer confidence in Canterbury
fall, in contrast to the strong lift in economic confidence in the
region. Cantabrians on balance were less positive about their
personal financial situation (both now and in the future), though
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Otago: Regional economic confidence in Otago has taken
another sharp knock and is now the third lowest in the country,
with a net 22% of households expecting mainly bad times over
the coming year. Dunedin’s housing market appears to have
been losing some steam this year, and we suspect the region’s
tourism and agricultural sectors are feeling the impact from
weaker conditions overseas. Government cutbacks may also be
affecting the health and education sectors in the region.

Southland: The downturn in export markets has seen economic
confidence in Southland come off from its dizzy December
heights: back then a net 68% of households were upbeat for
the region over the year ahead, now only 32% feel optimistic on
balance. But economic optimism in the region is still by far the
strongest in the country, with only Canterbury coming close.

Felix Delbriick
Senior Economist

they did express a greater willingness to spend. Meanwhile, we
note that some regions are seeing an ongoing gap between
regional economic confidence and consumer confidence,
notably Southland (where regional economic confidence tends
to be stronger than consumer confidence) and Wellington and
Auckland (where consumer confidence tends to be stronger
than confidence about the regional economy).

Consumer confidence by region

Region Consumer confidence

Mar-12 Jun-12 Change

Northland 90.6 97.0 6.4

Auckland 104.7 104.3 -0.3
Waikato 103.6 90.4 -13.2
Bay of Plenty 95.6 96.9 1.2

Gisborne/Hawke’s Bay 99.5 97.0 -2.5
Taranaki/Manawatu-Wanganui 100.7 100.1 -0.6
Wellington 106.2 100.5 5.7
Nelson/Marlborough /West Coast 106.2 99.4 -6.8
Canterbury 100.5 100.0 -0.5
Otago 104.8 96.9 -7.9
Southland 94.0 96.8 2.8

National average 102.4 99.9 -2.5

Source: Westpac McDermott Miller
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