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Going the right way

Key points

ANZ-Roy Morgan Consumer Confidence rose 4 points in August, on top
of a 5-point lift last month. At 92.2 it is still well below its 10-year
average (109), but also well off its lows. Both the current and future
conditions indexes lifted, the latter by more.

Inflation expectations ticked 0.1%pt higher to 3.8%. Expected house
price inflation lifted from 2.4% to 2.8%.

Figure 1. ANZ-Roy Morgan Consumer Confidence
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Turning to the detail (for charts see page 5):

The future conditions index made up of forward-looking questions rose 5
points from 95.7 to 100.5. The current conditions index lifted 2 points
but remains much more subdued at 79.7. This strong contrast between
the here and now and expectations of the future mirrors the themes
from yesterday’s Business Outlook survey, and is typical of turning
points in the economy.

Perceptions of current personal financial situations were unchanged at
-18%.

A net 17% expect to be better off this time next year, down 3 points.

A net 23% think it's a bad time to buy a major household item, an
improvement of 7 points but still very low.

Perceptions regarding the economic outlook in 12 months’ time lifted 14
points to -18%. The 5-year-ahead measure rose 4 points to +3%.

House price inflation expectations rose from 2.4% to 2.8% y/y, with a
particularly sharp lift in the South Island excluding Canterbury.

Two-year-ahead CPI inflation expectations were little changed at 3.8%.
Households typically overestimate the rate of inflation.


https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/NZ-Economic-Acronyms-Definitions.pdf
https://bit.ly/ANZ-BO-20240829

News headlines were mixed for consumers this month - how one feels about
headlines along the lines of “interest rates are dropping earlier than
expected because the economy is so weak” will depend on one’s debt levels
versus personal job security. Looking at how confidence evolved over the
month (in light of the RBNZ rate cut on 14 August), there was no significant
difference in overall confidence in the early and later samples, but it was
notable that confidence was higher in the second half of the month for those
paying off mortgages, but lower for renters.

Consumer confidence remains quite subdued, as any retailer could tell you,
particularly those selling discretionary or durable goods (figure 2). Our
Business Outlook survey yesterday showed retailers are hopeful of better
times ahead, but consumers are going to take a bit more convincing to
spend.

Figure 2. Good time to buy a major household item vs. real retail sales
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Households’ inflation expectations are volatile, but the downward trend

remains intact (figure 3). Household expectations can impact both wage
demands (though the power is now very much with employers) and the
ease with which businesses can pass on cost increases into prices.

Meanwhile, those with mortgages are generally more downbeat about their
current financial situations, but there isn’t a big difference regarding
expectations about the next year (figure 4).

Figure 3. Consumer inflation expectations and CPI Figure 4. Consumer confidence: by mortgage status
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House price expectations seem to be finding a floor. Figure 5 shows they
rose in three regions, but were pretty flat in Auckland and Canterbury.

Figure 5. Regional house price expectations
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The view

Consumers are feeling a little better, on the whole. Interest rates are falling,
but it's because the economy in recent months has been weaker than the
Reserve Bank and other punters expected. For the person on the street,
things are still likely to feel worse before they feel better, due to the fact
that the labour market lags the broader economic cycle by around six
months, and an increase in unemployment over the rest of the year looks
pretty baked in.

But the seeds of the recovery have now been sown, and it's possible that
the recovery could be a little more vigorous than is generally anticipated.
That's a low bar, given most economists’ forecasts for extremely subdued
growth for the rest of this year. This recession has been very nasty, no
question, but it has been atypical in that it is been very much driven by
higher interest rates. There hasn’t been a king hit to incomes or confidence
such as a global financial crisis or a natural disaster. As such, interest rate
cuts could change the mood relatively quickly, though of course it will take
quite some time to feed through to disposable incomes in a meaningful way
due to the preponderance of fixed rate mortgages. Card spending and
housing market activity are a couple of indicators we’ll be watching closely
as we assess how the economy is likely to respond.
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ﬁﬂ/]]/ﬂ Tables and charts

No. of Interviews 1,003 1,003 1,002 1,003 1,002 1,000 1,000 1,001

Better Off 24 24 20 22 25 20 23 23
Worse Off 35 37 44 39 40 42 41 41
Net Balance -12 -12 -23 -17 -15 =22 -18 -18
Better Off 45 41 43 34 36 37 43 41
Worse Off 26 24 24 29 30 29 23 24
Net Balance 19 18 19 5 6 8 20 17
Good Times 19 20 12 11 13 11 14 17
Bad Times 41 40 46 51 49 50 46 35
Net Balance -22 -20 -34 -40 -36 -39 -32 -18
Good Times 28 29 22 21 24 21 23 24
Bad Times 26 25 28 31 25 29 24 21
Net Balance 1 5 -5 -10 -2 -8 -1 3
Good Time to Buy 29 28 26 21 22 26 22 27
Bad Time to Buy 47 45 51 49 52 49 52 50
Net Balance -19 -18 -24 -28 -29 -23 -30 -23
Go Up 74 74 76 76 73 76 70 64
Go Down 7.6 5.8 4.1 5.8 7.9 5.4 8.7 6.4
Expectation (%) 4.3 4.5 4.5 4.4 3.8 4.2 3.7 3.8
Go Up 73 74 67 68 62 57 54 57
Go Down 8.8 6.8 8.8 10.1 11.5 14.9 18.0 15.6
Expectation (%) 3.9 4.1 3.4 3.5 3.2 3.4 2.4 2.8

Overall Index 93.6 94.5 86.4 82.1 84.9 83.2 87.9 92.2
Current Conditions 85.0 85.0 76.2 77.7 77.9 77.4 76.2 79.7
Future Conditions 99.4 100.9 93.2 85.0 89.5 87.0 95.7 100.5
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products or services may be considered risky.

ANZ Group expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with
this document to the extent permissible under relevant law. The contents of this document have not been reviewed by any regulatory body
or authority in any jurisdiction.

ANZ Group may have an interest in the subject matter of this document. They may receive fees from customers for dealing in any products
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This document is published in accordance with ANZ Group’s policies on conflicts of interest and ANZ Group maintains appropriate
information barriers to control the flow of information between businesses within the group.

Your ANZ Group point of contact can assist with any questions about this document including for further information on these disclosures of
interest.

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here or
request from your ANZ point of contact.

Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered or
sold in Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM.

Brunei, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on a cross-
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Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request.

This does not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the basis
of, or be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake banking
operations or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree, represent and
warrant that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing the terms of our
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Canada. This document is general information only, is intended for institutional use only — not retail, and is not meant to be tailored to the
needs and circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell any
security or other financial instrument or to employ a specific investment strategy.
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