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KEY POINTS – DECEMBER QUARTER 2025
• The Q4 surveys showed that the labour market remains soft, but with some early signs of improvement as the 

economy starts to regain momentum. 

• The number of people employed rose by 0.5% for the quarter, more than the 0.3% increase that we were expecting.  

However, an even larger rise in labour force participation meant that the unemployment rate ticked up from 5.3% to 

5.4%, its highest in over ten years. 

• So how can both employment and unemployment be higher than expected? This isn’t abnormal, and most likely 

reflects sampling error in the Household Labour Force Survey. In these cases we generally recommend focusing on 

the unemployment rate, which was a little higher than our 5.3% forecast but not meaningfully different. 

• There was a further lift in average hours per worker, a positive indicator for December quarter GDP. In the early 

stages of an economic recovery, it’s not surprising to see businesses trying to get more out of their existing workers, 

before resorting to more hiring. 

• Annual wage inflation has slowed to around 2%. Given the existing slack in the labour market, wage increases are 

largely limited to cost-of-living adjustments. 

• This was the last major data release ahead of the RBNZ’s next policy review on 18 February. We think the results 

will have been largely in line with the RBNZ’s expectations, with nothing that would hurry them into reversing last 

year’s OCR cuts. Still-muted wage pressures mean that there is time to assess the strength and durability of the 

recovery before raising rates. We remain comfortable with our forecast of a December 2026 OCR hike. 
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HLFS number of people employed

Monthly Employment Indicator filled jobs

EMPLOYMENT
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• The number of people employed rose by 0.5% in the December 

quarter, according to the Household Labour Force Survey (HLFS). 

Employment is up 0.2% compared to a year ago. 

• The HLFS result was stronger than the 0.3% rise in filled jobs from 

the Monthly Employment Indicator (MEI), a comprehensive measure 

based on income tax data. There are some differences in coverage – 

for instance the HLFS also includes the self-employed, which saw a 

larger increase for the quarter compared to the paid employees that 

are captured by the MEI.

• However, it’s more likely that this difference reflects sampling error in 

the HLFS, which recorded a strong lift in both employment and 

participation rates. We typically recommend focusing on the 

unemployment rate, where any such measurement errors will largely 

cancel each other out. 



Iconic Red

RGB: 218 23 16

HEX: DA1710

Pink

RGB: 255 61 219

HEX: FF3DDB

Purple

RGB: 152 25 215

HEX: 991AD6

Dark Red

RGB: 153 0 0

HEX: 990000

Navy

RGB: 31 27 79

HEX: 1F1C4F

Purple Tint

RGB: 244 186 242

HEX: E0BAF2

Pink Tint

RGB: 255 217 247

HEX: FFD9F7

Grey

RGB: 232 232 237

HEX: E8E8ED

Charcoal

RGB: 24 27 37

HEX: 181B25

Classification: PROTECTED

Unemployment and underutilisation rates

Unemployment by duration

UNEMPLOYMENT
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• The unemployment rate rose from 5.3% to 5.4% in the December 

quarter. This is the highest rate since September 2015. 

• The broader underutilisation measure (which includes discouraged 

jobseekers and part-time workers wanting more hours) was 

unchanged at 13.0%.

• The 0.5% rise in employment outstripped the 0.3% rise in the 

working-age population. However, the HLFS also recorded a large 

number of people moving from ‘out of the labour force’ to 

‘unemployed’, with the net effect being a rise in the unemployment 

rate.

• The rise in unemployment over the last couple of years has not been 

characterised by a sharp rise in layoffs, but a marked rise in 

medium-term and even longer-term unemployment. Businesses 

have tried to hold on to workers to the extent that they can, but the 

slow pace of hiring means that if you’re out of work, it’s harder to get 

back in again. 
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Unemployment and participation rates

Participation by age group

LABOUR FORCE PARTICIPATION
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• The participation rate rose from 70.3% to 70.5% in the December 

quarter, against our forecast of a flat result. As noted earlier though, 

we suspect there is a degree of sampling error here.

• Notwithstanding our questions around the latest reading, it does look 

like the cyclical downturn in the participation rate over the last couple 

of years has now run its course. 

• Much of that was driven by a sharp rise in the hiring of teenagers 

during the post-Covid boom, followed by an equally large fall as 

interest rates rose and the economy cooled. Youth participation has 

now returned to around pre-Covid levels. 

• Over the longer term, labour force participation faces a tug of war 

between an aging workforce (more than a fifth of the working-age 

population is now over 65) and an increasing tendency for people to 

continue working for longer. 
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• The working-age population grew by 0.9% over 2025, compared to a 

peak of 3.3% growth over 2023. Jobs growth is still lagging behind 

population growth on an annual basis. 

• The pool of potential workers is generally becoming older, with the 

Baby Boomers increasingly reaching pension age and beyond, and 

with migrant arrivals tending to be an older cohort than we saw pre-

Covid – more in their 30’s-40’s than their 20’s.

• Net migration has slowed significantly over the last year or so, 

though the balance remains slightly positive. Outflows of New 

Zealanders remain high, partly reflecting stronger job prospects in 

Australia. Inflows of foreign workers have slowed substantially from 

the surge seen in 2022-23 after the border was reopened, but they 

are still running above pre-Covid levels. 

Employment and working-age population

Monthly migration flows

POPULATION AND MIGRATION
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Usual vs actual hours worked

Share of employment by work location

WORK CONDITIONS
• The HLFS recorded a 1% increase in the number of hours worked in 

the December quarter, another strong result on top of the 1.1% rise 

in the previous quarter. 

• Respondents’ usual hours rose by a more modest 0.3%. The 

implication is that more workers are returning to something closer to 

their normal hours as the economy picks up again. This is a typical 

response in the early stages of an upturn – employers may look to 

get more out of their existing workers before hiring new ones. 

• Trends in hybrid working have been largely unchanged since 2022 

when Covid restrictions were lifted. Around two-thirds of employees 

work solely outside the home, with around 22% having some form of 

hybrid working arrangement.

• Around 20% of employees work part-time – a share that has 

increased slightly in the last couple of years, but has been trending 

down over the longer term. Around 7% of employees work multiple 

jobs, a share that has been steady over time. More commonly this is 

self-employment (‘side hustles’) rather than paid work. 
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Business employment intentions

Job advertisements

HIRING
• Business confidence surveys have shown a strong lift in hiring 

intentions for the months ahead, in keeping with the overall improved 

mood in recent months. 

• We’re starting to see this come through in job advertisements, which 

were up 10% in December 2025 compared to a year earlier. That 

said, the level is still well below what we’d associate with a ‘strong’ 

labour market, where advertisements will reflect a high degree of 

churn as well as new job creation. 

• Ads for skilled roles have seen more of an upturn than for unskilled 

roles so far. In part this will reflect sectoral trends, with sectors such 

as construction and manufacturing still soft, while government-

connected sectors such as health and education are on the rise.
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Filled jobs by sector, annual change

Regional unemployment rates

SECTORAL AND REGIONAL TRENDS
• Jobs growth has been strongest in government-connected sectors 

such as healthcare and education, as well as in local and central 

government administration. Mining has seen the fastest rate of 

growth, though this sector is small and not very labour-intensive. 

• We’ve seen ongoing declines in construction employment since late 

2023 – a highly cyclical industry that is sensitive to interest rates. 

There has also been a marked fall in professional, scientific and 

technical services, after a strong run-up during the post-Covid boom.

• Employment trends have generally been more positive in the South 

Island than the North, which likely reflects the greater influence of 

the agricultural sector – while not a large employer in itself, farmers 

have benefited from high export prices and their spending has 

flowed into other sectors.

• Notably, the rate of unemployment has actually fallen across much 

of the South Island over the last year, compared to the rise in the 

North Island (and hence in the national average). 
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Measures of wage growth

Distribution of labour costs

WAGES
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• The Labour Cost Index (LCI) rose by 0.4% in the December quarter. 

Annual growth slowed to 2.0%, the lowest since March 2021. 

• The distribution of pay rates has returned to pre-Covid trends. Only 

44% of roles saw a pay rise over the last year; of those that did see 

an increase, the average size is converging on the 2-3% range, 

compared to the larger increases that were more common in 

previous years. 

• The LCI is not a measure of what workers are actually receiving – it 

reflects the cost to businesses for a given unit of labour – and hence 

shouldn’t be compared to the inflation rate. A more suitable measure 

is the unadjusted analytical LCI, which includes pay rises that are 

related to productivity gains. This measure slowed from 3.4% to 

3.3% on an annual basis, also the lowest since March 2021. 

• Another measure, the QES average hourly earnings, slowed from 

3.9% to 3.3% in the year to December, after having picked up earlier 

in 2025. This measure is not adjusted for the composition of jobs and 

is more volatile than the LCI. 
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Employment confidence and unemployment

Perceived job security over the coming year

EMPLOYMENT CONFIDENCE
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• The Westpac-McDermott Miller employment confidence survey for 

the December quarter showed a modest improvement in 

households’ perceptions about the jobs market. The Employment 

Confidence Index rose by 3.9 points to 93.8, the highest reading 

since early 2024. However it remains close to the lows seen after the 

first Covid lockdown in 2020. 

• Perceptions about current job opportunities improved slightly in 

December. There was a stronger lift in expectations about job 

opportunities in the year ahead. 

• Workers’ perceptions of their own job security turned net positive for 

the first time since March 2024. The lift was strongest among young 

people and those on low incomes, who are often employed in highly 

cyclical sectors such as retail and hospitality. 

• Conditions were seen as mixed across the country. Confidence fell in 

Wellington, leaving it at the bottom of the rankings. The South Island 

was generally more upbeat, reflecting lower levels of unemployment 

and strong agricultural export earnings.  
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Selected unemployment rates

NZ vs Australian labour markets

INTERNATIONAL COMPARISONS
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• New Zealand’s unemployment rate is the 18th lowest in the OECD 

(out of 38 countries). This ranking has remained unchanged over the 

last year. 

• Notably, New Zealand’s unemployment rate has risen substantially 

above Australia’s, whereas historically it has been lower on average. 

This shift in relative job opportunities has been a key attractor for 

New Zealanders over the last couple of years – as it was in the early 

2010s when the Australian economy was benefiting from a boom in 

mining construction. 

• New Zealand has the 6th highest employment rate in the OECD (up 

from 8th last quarter). We tend to have high rates of labour force 

participation for 15-64 year olds, and especially high participation for 

the over-65s, as the lack of means testing for NZ Superannuation 

means there is no disincentive to keep working beyond pension age.
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“continue”, “assume”, “positioned”, “may”, “will”, “should”, “shall”, “risk” and other similar expressions that are predictions of 
or indicate future events and future trends identify forward-looking statements. These forward-looking statements include all 

matters that are not historical facts. Past performance is not a reliable indicator of future performance, nor are forecasts of 
future performance. Whilst every effort has been taken to ensure that the assumptions on which any 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 any forecasts. 

Conflicts of Interest: In the normal course of offering banking products and services to its clients, the Westpac Group may 
act in several capacities (including issuer, market maker, underwriter, distributor, swap counterparty and calculation agent) 
simultaneously with respect to a financial instrument, giving rise to potential conflicts of interest which may impact the 

performance of a financial instrument. The Westpac Group may at any time transact or hold a position (including hedging 
and trading positions) for its own account or the account of a client in any financial instrument which may impact the 
performance of that financial instrument. 

Author(s) disclaimer and declaration: The author(s) confirms that (a) no part of his/her compensation was, is, or will be, 
directly or indirectly, related to any views or (if applicable) recommendations expressed in this material; (b) this material 
accurately reflects his/her personal views about the financial products, companies or issuers (if applicable) and is based on 
sources reasonably believed to be reliable and accurate; (c) to the best of the author’s knowledge, they are not in receipt o f 
inside information and this material does not contain inside information; and (d) no other part of the Westpac Group has 
made any attempt to influence this material. 

Further important information regarding sustainability related content: This material may contain statements relating 
to environmental, social and governance (ESG) topics. These are subject to known and unknown risks, and there are 
significant uncertainties, limitations, risks and assumptions in the metrics, modelling, data, scenarios, reporting and analysis 
on which the statements rely. In particular, these areas are rapidly evolving and maturing, and there are variations in 
approaches and common standards and practice, as well as uncertainty around future related policy and legislation. Some 
material may include information derived from publicly available sources that have not been independently verified. No 
representation or warranty is made as to the accuracy, completeness or reliability of the information. There is a risk that the 
analysis, estimates, judgements, assumptions, views, models, scenarios or projections used may turn out to be incorrect. 
These risks may cause actual outcomes to differ materially from those expressed or implied. The ESG-related statements 
in this material do not constitute advice, nor are they guarantees or predictions of future performance, and Westpac gives 
no representation, warranty or assurance (including as to the quality, accuracy or completeness of the statements). You 
should seek your own independent advice. 

Additional country disclosures: 

Australia: Westpac holds an Australian Financial Services Licence (No. 233714). You can access Westpac’s Financial 
Services Guide here or request a copy from your Westpac point of contact. To the extent that this information contains any 
general advice, it has been prepared without taking into account your objectives, financial situation or needs and before 
acting on it you should consider the appropriateness of the advice. 

New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which products and services are 
provided by either Westpac (NZ division) or Westpac New Zealand Limited (company number 1763882), the New Zealand 
incorporated subsidiary of Westpac (“WNZL”). Any product or service made available by WNZL does not represent an offer 
from Westpac or any of its subsidiaries (other than WNZL). Neither Westpac nor its other subsidiaries guarantee or 
otherwise support the performance of WNZL in respect of any such product. WNZL is not an authorised deposit-taking 
institution for the purposes of Australian prudential standards. The current disclosure statements for the New Zealand 
branch of Westpac and WNZL can be obtained at www.westpac.co.nz.

Singapore: 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 of this materia l 
in Singapore 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.

https://www.westpac.co.nz/about-us/legal-information-privacy/privacy-policy/
https://www.westpac.com.au/privacy/privacy-statement/
https://www.westpac.com.au/privacy/privacy-statement/
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/pb/FSR_WestpacGeneralFSG.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/pb/FSR_WestpacGeneralFSG.pdf
http://www.westpac.co.nz/
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Disclaimer cont.

Fiji: Unless otherwise specified, the products and services for Westpac Fiji are available from www.westpac.com.fj © 
Westpac Banking Corporation ABN 33 007 457 141. This information does not take your personal circumstances into 
account and before acting on it you should consider the appropriateness of the information for your financial situation. 
Westpac Banking Corporation ABN 33 007 457 141 is incorporated in NSW Australia and registered as a branch in Fiji. The 
liability of its members is limited. 

Papua New Guinea: Unless otherwise specified, the products and services for Westpac PNG are available from 
www.westpac.com.pg © Westpac Banking Corporation ABN 33 007 457 141. This information does not take your personal 
circumstances into account and before acting on it you should consider the appropriateness of the information for your 
financial situation. Westpac Banking Corporation ABN 33 007 457 141 is incorporated in NSW Australia. Westpac is 
represented in Papua New Guinea by Westpac Bank - PNG - Limited. The liability of its members is limited. 

U.S. Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the 
Comptroller of the Currency. Westpac is also registered with the US Commodity Futures Trading Commission (“CFTC”) as 
a Swap Dealer, but is neither registered as, or affiliated with, a Futures Commission Merchant registered with the US CFTC. 
The services and products referenced above are not insured by the Federal Deposit Insurance Corporation (“FDIC”). 
Westpac Capital Markets, LLC (‘WCM’), a wholly-owned subsidiary of Westpac, is a broker-dealer registered under the U.S. 
Securities Exchange Act of 1934 (‘the Exchange Act’) and member of the Financial Industry Regulatory Authority (‘FINRA’). 
In accordance with APRA’s Prudential Standard 222 ‘Association with Related Entities’, Westpac does not stand behind 
WCM other than as provided for in certain legal agreements between Westpac and WCM and obligations of WCM do not 
represent liabilities of Westpac. 

This communication is provided for distribution to U.S. institutional investors in reliance on the exemption from registration 
provided by Rule 15a-6 under the Exchange Act and is not subject to all of the independence and disclosure standards 
applicable to debt research reports prepared for retail investors in the United States. WCM is the U.S. distributor of this 
communication and accepts responsibility for the contents of this communication. Transactions by U.S. customers of any 
securities referenced herein should be effected through WCM. All disclaimers set out with respect to Westpac apply equally 
to WCM. If you would like to speak to someone regarding any security mentioned herein, please contact WCM on +1 212 
389 1269. Investing in any non-U.S. securities or related financial instruments mentioned in this communication may 
present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the 
SEC in the United States. Information on such non-U.S. securities or related financial instruments may be limited. Non-U.S. 
companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect 
in the United States. The value of any investment or income from any securities or related derivative instruments 
denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or 
adverse effect on the value of or income from such securities or related derivative instruments. 

The author of this communication is employed by Westpac and is not registered or qualified as a research analyst, 
representative, or associated person of WCM or any other U.S. broker-dealer under the rules of FINRA, any other U.S. self-
regulatory organisation, or the laws, rules or regulations of any State. Unless otherwise specifically stated, the views 
expressed herein are solely those of the author and may differ from the information, views or analysis expressed by 
Westpac and/or its affiliates. 

UK and EU: The London branch of Westpac is authorised in the United Kingdom by the Prudential Regulation Authority 
(PRA) and is subject to regulation by the Financial Conduct Authority (FCA) and limited regulation by the PRA (Financial 
Services Register number: 124586). The London branch of Westpac is registered at Companies House as a branch 
established in the United Kingdom (Branch No. BR000106). Details about the extent of the regulation of Westpac’s London 
branch by the PRA are available from us on request. 

Westpac Europe GmbH (“WEG”) is authorised in Germany by the Federal Financial Supervision Authority (‘BaFin’) and 
subject to its regulation. WEG’s supervisory authorities are BaFin and the German Federal Bank (‘Deutsche Bundesbank’). 
WEG is registered with the commercial register (‘Handelsregister’) of the local court of Frankfurt am Main under registration 
number HRB 118483. In accordance with APRA’s Prudential Standard 222 ‘Association with Related Entities’, Westpac 
does not stand behind WEG other than as provided for in certain legal agreements (a risk transfer, sub-participation and 
collateral agreement) between Westpac and WEG and obligations of WEG do not represent liabilities of Westpac. This 
communication is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to local law or regulation. This communication is not being made to or distributed to, 
and must not be passed on to, the general public in the United Kingdom. Rather, this communication is being made only to 
and is directed at (a) those persons falling within the definition of Investment Professionals (set out in Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”)); (b) those persons falling within 
the definition of high net worth companies, unincorporated associations etc. (set out in Article 49(2)of the Order; (c) other 
persons to whom it may lawfully be communicated in accordance with the Order or (d) any persons to whom it may 
otherwise lawfully be made (all such persons together being referred to as “relevant persons”). Any person who is not a 
relevant person should not act or rely on this communication or 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”. Westpac expressly prohibits you from passing on the 
information in this communication to any third party. 

This communication contains general commentary, research, and market colour. The communication does not constitute 
investment advice. The material may contain an ‘investment recommendation’ and/ or ‘information recommending or 
suggesting an investment’, both as defined in Regulation (EU) No 596/2014 (including as applicable in the United Kingdom) 
(“MAR”). In accordance with the relevant provisions of MAR, reasonable care has been taken to ensure that the material 
has been objectively presented and that interests or conflicts of interest of the sender concerning the financial instruments 
to which that information relates have been disclosed.

Investment recommendations must be read alongside the specific disclosure which accompanies them and the general 
disclosure which can be found here. Such disclosure fulfils certain additional information requirements of MAR and 
associated delegated legislation and by accepting this communication you acknowledge that you are aware of the existence 
of such additional disclosure and its contents. 

To the extent this communication comprises an investment recommendation it is classified as non-independent research. It 
has not been prepared in accordance with legal requirements designed to promote the independence of investment 
research and therefore constitutes a marketing communication. Further, this communication is not subject to any prohibition 
on dealing ahead of the dissemination of investment research.

http://www.westpac.com.fj/
http://www.westpac.com.pg/

	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13: Disclaimer
	Slide 14: Disclaimer cont.

