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Mixed bag - Westpac McDermott Miller Regional Economic

Confidence, June 2021 quarter.

- Regional economic confidence was a mixed
bag over the June quarter, with an even
split between regions showing improved
economic confidence and regions showing
weakened confidence.

- The red-hot housing market remained a
consistent theme across regions.

- Regions with a rural backbone are generally
more confident than the large metropolitan
centres, although recent bad weather (flooding
in Canterbury and drought in eastern regions)
has led to a narrowing in the gap.

- Households in the Waikato are the most
optimistic in the country.

- Meanwhile, Northlanders are the most
pessimistic in the country.

Nathan Penny, Senior Agri Economist
@ 16493489114
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Regional economic confidence* (net confidence %)

Region Latest  Previous Change

Jun-21 Mar-21

Northland -6 4 -10
Auckland 10 -5 15
Waikato 21 12 9
Bay of Plenty 9 7 2
Gisborne/Hawke's Bay 15 23 -8
Taranaki/Manawatu-Whanganui 13 23 -10
Wellington n 9 2
Nelson/Marlborough/West Coast 1 1l 0
Canterbury 5 22 -17
Otago 10 -2 12
Southland 13 14 -1

Source: Westpac McDermott Miller

*Regional economic confidence reflects the difference between the percentage of
survey respondents that expect economic conditions in their region to improve and
those that expect prospects to worsen over the next 12 months. Sample sizes and
margins of error vary by region. The survey was conducted over 1-12 June 2021, with a
total sample size of 1555.

According to the Westpac-McDermott Miller Regional
Economic Confidence survey, regional economic confidence
was a mixed bag over the June 2021 quarter. There was an
even split between regions showing improved economic
confidence and regions showing weakened confidence.

Booming construction has boosted Auckland and Waikato
over the quarter. Indeed, at the current pace Auckland is
building enough houses to eat into its housing shortage.

The construction boom has also ignited the regions’
manufacturing sectors, which are running hot too. Confidence
in Auckland will have been further buoyed as the region
emerged from the temporary March lockdown.
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Weather also impacted this quarter’s results. Most notably,
economic confidence slumped in Canterbury as the region
was hit by severe flooding in early June. With this in mind,
it was no surprise that Canterbury recorded the largest dip
in economic confidence over the quarter (down 17 points).
Meanwhile, confidence in Gisborne/Hawke’s Bay dipped,
which may have been due to the drought conditions over
the quarter.

Putting quarter-to-quarter movements aside, households in
rural regions continue to be among the most confident across
the country. That includes regions like the Waikato, Gisborne/
Hawke’s Bay, Taranaki/Manawatu-Whanganui and Southland.

That said, two of the recent regional laggards, Auckland and
Otago, have closed the gap over the quarter. In fact, Auckland
households recorded the largest improvement (up 15 points)
over the June quarter.

Interestingly, there is little evidence that the March tax
changes, targeting property investment, have impacted
regional confidence.

Regional discussion.

Northland: Confidence in Northland dipped into negative
territory over the June quarter, with a net 6% of households
feeling pessimistic about the region’s economic prospects.
However, this move went against the tide of firm economic
data over the quarter. The region’s housing market is red hot,
with prices rising more than 20% in annual terms. And the
region’s primary industries are generally performing well.
Perhaps we could link the dip in confidence to announcements
on the cancellation of four-laning of State Highway 1 near
Whangarei and/or the news that Marsden Point will move to
an import only operation.

Auckland: Confidence in the region’s economic prospects
surged over the June quarter. The 15-point improvement over
the quarter was the largest nationwide. The construction and
manufacturing sectors are humming, with the hot housing
market a clear catalyst. Similarly, the region’s retailers had

a strong run over the quarter. Meanwhile, house prices

have maintained momentum through the quarter despite

the Government’s housing policy changes back in March.
Confidence in Auckland will have been further buoyed as the
region emerged from the temporary March lockdown.

Waikato: Waikato households were the most confident in

the country by a large margin over the June quarter. And it’s
not surprising to see why. The region’s manufacturing and
construction industries are charging ahead. Underpinning
those sectors are the hot housing market as well as the strong
agriculture sector. Notably, the farmgate milk price is at a very
healthy level, while the region experienced some of country’s
best growing conditions over the quarter. It’s no wonder then
that record crowds flocked to this year’s National Fieldays.

Bay of Plenty: Confidence in this region’s economic prospects
lifted a touch in the June quarter, with a net 9% of households
expecting their economy to improve over the coming year.

The lift in confidence may reflect the red-hot housing market
as sales volumes remained high and prices surged over the
quarter. The region’s export sectors are also performing
strongly. Forestry prices are at record highs, while the 2021
kiwifruit crop also set a new record high, despite reported
labour shortages. Construction activity in the region is also
solid. On the basis of the strength across key sectors of the
region’s economy, we anticipate that there may be further lifts
in confidence in the coming quarters.

Gisborne/Hawke’s Bay: Confidence in this region’s economic
prospects remains relatively upbeat despite an 8-point drop
in the June quarter. Indeed, with a net 15% of respondents
still expecting their economy to improve over the next 12
months, households in this region are the second most
confident in the country. On the positive side of the ledger, the
housing market remains red hot, with prices up around 36%
on a year ago. However, the primary sector has run into a few
speed bumps, with drought weighing on the sheep and beef
sector and labour shortages, particularly during the picking
season, souring the performance of the horticulture sector.

Taranaki/Manawatu-Whanganui: Confidence in this region’s
economic prospects dipped in the June quarter, with a net
13% of households now expecting conditions to improve over
the coming year. Despite the dip, the region is the third equal
most optimistic in the country with Southland. The housing
market is white hot, with prices in the Manawatu-Whanganui
up 52% on a year ago (the biggest jump in the country) and
Taranaki prices up 34%. The strong farmgate milk price is
boosting the region’s farm incomes, while higher oil prices

is boosting activity in the Taranaki. Indeed, based on the
strength in these key industries, we anticipate that there may
be further lifts in confidence in the coming quarters.

Wellington: Confidence in Wellington ticked higher in the
June quarter, with a net 11% of households feeling optimistic
about the region’s economic future. The housing market
remains red hot, with prices rising at the second-fastest rate
in the country behind Manawatu-Whanganui. However, the
hot housing market is a double-edged sword, with housing
shortages weighing on confidence for some households.
Looking at the labour market, prospects are firm, with
Central Government demand underpinning broader labour
market strength.

Nelson/Marlborough/West Coast: Confidence in this
region’s economic prospects was unchanged for the quarter,
with a net 11% of households expecting economic conditions
to improve over the coming year. On the positive side of the
ledger, the hot housing market remains a key driver of local
activity, with house prices up 29% on a year ago. However,
the region’s key primary industries have been a mixed bag of
late. Indeed, this year’s grape harvest was down 21% and 33%
in Marlborough and Nelson, respectively, on last year’s. Also,
Nelson’s apple crop was crimped by the shortage of workers
during the picking season. Meanwhile, the West Coast
continues to struggle through the absence of international
tourists, although the strong farmgate milk price will have
provided some offset for the Coast.
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Canterbury: Regional confidence in Canterbury slid in the
June quarter, with a net of 5% of households in the region
feeling positive about the region’s economic prospects over
the coming 12 months. We pin the fall on the severe flooding
that the region experienced in early June. Looking beyond the
floods, the region’s key sectors are performing well. Indeed,
the underlying activity in the manufacturing, construction
and agricultural sectors is firm. On this basis, we expect the
economic confidence of households to rebound next quarter.

Otago: Economic confidence in the Otago region spiked in the
June quarter, with a net 10% of households feeling optimistic
about the future. That’s the highest reading since the Covid
pandemic. The opening of the Trans-Tasman bubble would
have helped the mood in the Queenstown Lakes district. But
not only that, the Otago housing market has sprung back to
life over recent months. House prices are now sitting 24%
above a year ago. In turn, this has boosted the construction
sector. However, the retail sector is still weak, and is unlikely
to fully recover until the border re-opens to other key

tourist markets.

Southland: Economic confidence in Southland was
largely unchanged over the June quarter, with a net 13%
of households (down 1 point from March) expecting their
economy to improve over the coming year. Importantly for
the region, the dairy sector is firing on all cylinders with
the farmgate milk price at a very healthy level. Similarly,
construction activity is firm on the back of the hot housing
market. However, the region is still feeling the impact from
the border closure and the broad absence of international
tourists. Indeed, retail spending has yet to rebound to
pre-Covid levels.
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Gisborne/Hawke’s Bay
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Contact the Westpac economics team.

Michael Gordon, Acting Chief Economist
@ 6493365670

Satish Ranchhod, Senior Economist
@ +64 93365668

Nathan Penny, Senior Agri Economist
@ 6493489114

Paul Clark, Industry Economist
@ 6493365656

Gregorius Steven, Economist
@ 16493673978

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.

Disclaimer.

Things you should know
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Disclaimer

This material contains general commentary, and market colour. The material does not constitute
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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, or otherwise endorses it in any way. Except
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applicable customer agreement.

China, Hong Kong, Singapore and India: This material has been prepared and issued for distribution
in Singapore to institutional investors, accredited investors and expert investors (as defined in the
applicable Singapore laws and regulations) only. Recipients in Singapore of this material should
contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, this
material. Westpac Singapore Branch holds a wholesale banking licence and is subject to supervision
by the Monetary Authority of Singapore. Westpac Hong Kong Branch holds a banking license and
is subject to supervision by the Hong Kong Monetary Authority. Westpac Hong Kong branch also
holds a license issued by the Hong Kong Securities and Futures Commission (SFC) for Type 1 and
Type 4 regulated activities. This material is intended only to “professional investors” as defined in
the Securities and Futures Ordinance and any rules made under that Ordinance. Westpac Shanghai
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any of its contents. In the same way, the information contained in this communication is intended for
“eligible counterparties” and “professional clients” as defined by the rules of the Financial Conduct
Authority and is not intended for “retail clients”. With this in mind, Westpac expressly prohibits
you from passing on the information in this communication to any third party. In particular this
communication and, in each case, any copies thereof may not be taken, transmitted or distributed,

directly or indirectly into any restricted jurisdiction. This communication is made in compliance with
the Market Abuse Regulation (Regulation(EU) 596/2014).

Investment jations Discl e

The material may contain investment recommendations, including information recommending an
investment strategy. Reasonable steps have been taken to ensure that the material is presented in
a clear, accurate and objective manner. Investment Recommendations for Financial Instruments
covered by MAR are made in compliance with Article 20 MAR. Westpac does not apply MAR Investment
Recommendation requirements to Spot Foreign Exchange which is out of scope for MAR.

Unless otherwise indicated, there are no planned updates to this Investment Recommendation
at the time of publication. Westpac has no obligation to update, modify or amend this Investment
Recommendation or to notify the recipients of this Investment Recommendation should any
information, including opinion, forecast or estimate set out in this Investment Recommendation
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The following arrangements have been adopted for the avoidance and prevention of conflicts in
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