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Weekly Economic Update 
6 September 2019

Business sentiment continues to decline, while 
household confidence holds up. Building consents 
remain at high levels and the terms of trade ticked 
up from strong commodity prices. 

Business confidence continues to ease… 
Weak business confidence continued in August 
and may dampen economic growth in the third 
quarter of 2019. Headline business confidence in 
the ANZ New Zealand Business Outlook Survey 
fell to -52.3 from -44.3 in July, and views of firms’ 
own activity fell into net negative territory (-1%) for 
the first time since 2009 (Figure 1). Sentiment 
across most areas fell, and more firms now expect 
to reduce employment numbers as perceptions of 
profitability continue to fall.  

Figure 1: Business confidence and own activity 
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…while household confidence holds up 
The ANZ-Roy Morgan Consumer Confidence 
index ticked up slightly in August (up 2 points) 
regaining some of the ground lost in July. 
Consumer confidence has shown signs of 
weakness recently despite low interest rates and 
low unemployment as households become 
concerned with future economic conditions.   

Building consents for houses increase… 
Consents for stand-alone dwellings continued to 
grow, up 4.8% in July following a 1.7% increase in 
June. The total number of new dwellings 
consented dipped slightly in July (down 1.3%) 
driven by falls in the volatile multi-unit dwellings 
category. Recent falls in consent numbers come 

after a strong performance in May. On an annual 
basis, new dwelling consents were up 8.0% for 
the year ended July 2019, providing support for 
residential investment in coming quarters. 

…while building activity dipped slightly 
Building work put in place in the June quarter fell 
1.5% following strong growth in the two previous 
quarters. Annual building activity remained strong, 
up 5.7% in the June year. Strong building activity 
is expected to continue over the rest of the year 
but capacity constraints may be a limiting factor. 

Terms of trade improve… 
The merchandise terms of trade increased 1.6% 
in the June quarter, with strong increases in dairy 
(up 10.6%), lamb (up 4.7%) and beef (up 5.3%) 
prices flowing through from strong demand. 
Forestry prices fell 1.7% and are likely to fall 
further owing to recent weak log prices. 

Export volumes fell 2.6%, with dairy exports falling 
9.3%, retracing some of the 17.6% rise the 
previous quarter. However, import volumes fell by 
more than exports (down 3.5%), providing positive 
support for upcoming June quarter GDP growth.  

…and wholesale trade activity increases 
Wholesale trade sales activity increased 0.8% in 
the June quarter (Figure 2), driven by increased 
sales in grocery, liquor and tobacco products (up 
3.5%). Wholesale trade activity growth has eased 
this year, indicating a potential slowing in 
economic activity.  

Figure2: Wholesale trade activity 
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Australia’s economy slows 
Australian GDP growth continued to slow to 1.4% 
(apc) in the June quarter, from 1.7% in the March 
quarter of 2019 (Figure 3). Private sector demand 
was flat in the quarter, reflecting weak business 
investment and consumer spending. Public sector 
demand remained elevated in the quarter, and 
was the main contributor to growth.  

Figure 3: Australia GDP growth 

 
Source: Australian Bureau of Statistics   

Growth may pick up in coming quarters, with 
stimulus in the form of tax cuts and cash rate cuts 
supporting private demand. However, early 
September quarter indicators were mixed. Retail 
sales disappointed in July, falling 0.1% in the 
month to be up 2.4% on an annual basis (from 
2.5% in June). On a positive note, July trade data 
recorded another large surplus at $7.3b, from 
$8.0b in June. The slight narrowing reflected a 
3.0% pick up in imports, offsetting a 1.0% 
increase in exports. As expected, the RBA kept 
the cash rate on hold at 1.0% this week. Markets 
expect two more cuts, taking the cash rate to 
0.5% by April 2020. 

US and China agree to restart trade talks… 
The US and China have agreed to resume trade 
negotiations in early October. The talks will be the 
first since July and follow increased tariffs of 15% 
on roughly $110b worth of Chinese imports over 
the weekend. If no breakthrough is reached, more 
tariffs are set to increase from 25% to 30% on 
$250b of Chinese imports in October. In mid-
December, a fresh batch of $156bn of Chinese 
imports will be subject to tariffs of 15%.  

…while data continues to soften in the US 
The ISM manufacturing index slipped to 49.1 in 
August, from 51.6 in July. The index of new export 

orders fell to its lowest level since the GFC, 
reflecting weak global growth and mounting 
uncertainties. The non-manufacturing PMI on the 
other hand remained elevated in expansionary 
territory, consistent with solid growth in the 
services sector.  

Elsewhere, August manufacturing activity was 
more positive, with the IHS Markit Global 
Manufacturing PMI recording a small pickup. The 
outturn reflected positive developments in China 
and the euro area, but remains at historic lows 
and is consistent with weak global industrial 
production (Figure 4).  

Figure 4: Manufacturing and industrial production 

 
Source: Haver Analytics     

Geopolitical risks ease… 
UK MPs voted to take control of the Parliamentary 
agenda and to prevent a snap election. These two 
developments lower the chances of the UK 
leaving the European Union without a withdrawal 
agreement on 31 October. A bill has since been 
tabled that seeks to delay Brexit by 3-months.  

Other geopolitical risks also appear to have eased 
to some extent, with Hong Kong’s leader moving 
to formally withdraw the extradition bill that ignited 
months of street protests. Bond markets rallied in 
Italy, as the new coalition government is expected 
to be less confrontational towards the EU over 
fiscal matters.    
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Quarterly Indicators 2018Q1 2018Q2 2018Q3 2018Q4 2019Q1 2019Q2 

Real Production GDP (1) qpc 0.5 0.9 0.4 0.6 0.6 ... 

 aapc 3.2 3.2 3.1 2.9 2.7 ... 

Current account balance (annual) %GDP -3.0 -3.3 -3.6 -3.8 -3.6 ... 

Merchandise terms of trade apc 1.8 1.2 -0.3 -4.8 -1.9 -0.8 

CPI  inflation qpc 0.5 0.4 0.9 0.1 0.1 0.6 

 apc 1.1 1.5 1.9 1.9 1.5 1.7 

Employment (HLFS) (1) qpc 0.7 0.6 1.0 0.0 -0.1 0.8 

Unemployment rate (1) % 4.4 4.4 4.0 4.3 4.2 3.9 

Participation rate (1) % 70.9 71.0 71.0 70.9 70.4 70.4 

LCI salary & wage rates - total (2) apc 1.8 1.9 1.8 1.9 2.0 2.1 

QES average hourly earnings - total (2) apc 3.5 3.0 2.9 3.1 3.4 4.4 

Core retail sales volume apc 4.6 4.5 3.7 5.0 3.9 3.6 

Total retail sales volume apc 2.8 3.1 2.7 3.5 3.3 2.9 

WMM - consumer confidence (3) Index 111.2 108.6 103.5 109.1 103.8 103.5 

QSBO - general business situation (1,4) net% -10.2 -18.5 -28.3 -21.7 -28.2 -31.4 

QSBO - own activity outlook (1,4) net% 15.5 14.7 10.4 15.4 4.8 -4.2 
        

Monthly Indicators Mar 19 Apr 19 May 19 Jun 19 Jul 19 Aug 19 

Merchandise trade balance (12 month 
total) NZ$m -5739 -5578 -5597 -4981 -5463 ... 

Dwelling consents - residential apc 8.7 -4.5 9.3 3.4 24.3 ... 

House sales - dwellings apc -9.4 -7.2 -5.1 -0.9 3.7 ... 

REINZ - house price index apc 2.4 1.4 1.7 1.8 1.5 ... 

Estimated net migration (12 month total) people 51156 50523 50256 49427 ... ... 

ANZ NZ commodity price index apc 5.3 8.5 5.7 1.9 0.3 3.7 

ANZ world commodity price index apc 0.6 2.2 0.7 -2.4 -0.5 0.9 

ANZBO - business confidence net% -38 -38 -32 -38 -44 -52 

ANZBO - activity outlook net% 6 7 9 8 5 -1 
ANZ-Roy Morgan - consumer 
confidence net% 122 123 119 123 116 118 

        

Daily Indicators Fri Mon Tue Wed Thu Fri 
  30/8/19 2/9/19 3/9/19 4/9/19 5/9/19 6/9/19 

NZ exchange and interest rates (5)     
NZD/USD $ 0.6297 0.6306 0.6291 0.6344 0.6370 ... 
NZD/AUD $ 0.9378 0.9369 0.9386 0.9354 0.9342 ... 
Trade weighted index (TWI) index 70.6 70.7 70.7 71.1 71.1 ... 
Official cash rate (OCR) % 1.00 1.00 1.00 1.00 1.00 ... 
90 day bank bill rate % 1.19 1.19 1.18 1.17 1.17 ... 
10 year govt bond rate % 1.07 1.05 1.03 1.02 1.03 ... 
Share markets (6)      
Dow Jones index 26403 ... 26118 26355 26728 ... 
S&P 500 index 2926 ... 2906 2938 2976 ... 
VIX volatility index index 19.0 ... 19.7 17.3 16.3 ... 
AU all ords index 6698 6678 6674 6656 6721 ... 
NZX 50 index 10757 10800 10954 11008 11107 ... 
US interest rates      
3 month OIS % 2.13 2.13 2.13 2.13 ... ... 
3 month Libor % 2.14 2.13 2.13 2.11 ... ... 
10 year govt bond rate % 1.50 ... 1.47 1.47 1.57 ... 
Commodity prices (6)      
WTI oil US$/barrel 55.07 ... 53.91 56.22 56.30 ... 
Gold US$/ounce 1528 1526 1538 1546 1529 ... 
CRB Futures index 387 ... 386 387 388 ... 
        

        
(1) Seasonally Adjusted                                (5) Reserve Bank (11am) Data in Italic font are provisional 
(2) Ordinary time, all sectors                        (6) Daily close ... Not available 
(3) Westpac Mcdermott Miller    
(4) Quarterly Survey of Business Opinion    
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Country Indicator Jan 19 Feb 19 Mar 19 2019Q1 Apr 19 May 19 Jun 19 2019Q2 Jul 19 Aug 19 
 GDP (1) qpc    0.8    0.5   
United Industrial production (1) mpc -0.4 -0.5 0.1  -0.6 0.2 0.2  -0.2 ... 
States CPI apc 1.6 1.5 1.9  2.0 1.8 1.6  1.8 ... 
[9.6% Unemployment rate (1) % 4.0 3.8 3.8  3.6 3.6 3.7  3.7 ... 
share of Employment change (1) 000s 312.0 56.0 153.0  216.0 62.0 193.0  164.0 ... 
total Retail sales value apc 2.6 1.9 3.8  3.8 3.0 3.3  3.4 ... 
goods House prices (2) apc 3.4 2.9 2.6  2.5 2.4 2.1  ... ... 
exports] PMI manufacturing (1) index 56.6 54.2 55.3  52.8 52.1 51.7  51.2 49.1 

 
Consumer confidence 
(1)(3) index 121.7 131.4 124.2  129.2 131.3 124.3  135.8 135.1 

 GDP (1) qpc    0.7    0.4   
 Industrial production (1) mpc -2.5 0.7 -0.6  0.6 2.0 -3.3  1.3 ... 
Japan CPI apc 0.2 0.2 0.5  0.9 0.7 0.7  0.5 ... 
[6.1%] Unemployment rate (1) % 2.5 2.3 2.5  2.4 2.4 2.3  2.2 ... 
 Retail sales value apc 0.6 0.6 1.0  0.4 1.3 0.5  -2.0 ... 
 PMI manufacturing (1) index 50.3 48.9 49.2  50.2 49.8 49.3  49.4 49.3 

 
Consumer confidence 
(1)(4) index 41.9 41.2 40.5  40.0 39.5 38.9  37.9 37.2 

 GDP (1) qpc    0.4    0.2   
 Industrial production (1) mpc 1.7 0.0 -0.2  -0.5 0.8 -1.6  ... ... 
Euro CPI apc 1.4 1.5 1.4  1.7 1.2 1.3  1.0 ... 
area Unemployment rate (1) % 7.8 7.8 7.7  7.6 7.6 7.5  7.5 ... 
[5.5%] Retail sales volume apc 2.2 3.0 2.1  2.1 1.1 2.8  2.2 ... 
 PMI manufacturing (1) index 50.5 49.3 47.5  47.9 47.7 47.6  46.5 47.0 
 Consumer confidence (5) index -7.4 -6.9 -6.6  -7.3 -6.5 -7.2  -6.6 -7.1 
 GDP (1) qpc    0.5    -0.2   
 Industrial production (1) mpc 0.7 0.3 1.4  -3.1 1.2 -0.1  ... ... 
United CPI apc 1.8 1.8 1.9  2.1 2.0 2.0  2.0 ... 
Kingdom Unemployment rate (1) % 3.9 3.9 3.8  3.8 3.8 3.9  ... ... 
[2.7%] Retail sales volume apc 4.2 4.2 6.9  5.0 2.3 3.8  3.2 ... 
 House prices (6) apc 0.1 0.4 0.7  0.9 0.6 0.5  0.3 0.6 
 PMI manufacturing (1) index 52.8 52.1 55.1  53.1 49.4 48.0  48.0 47.4 

 
Consumer confidence 
(1)(5) index -11.3 -10.8 -11.7  -11.1 -8.3 -10.5  -6.9 -11.4 

 GDP (1) qpc    0.5    0.5   
 CPI apc    1.3    1.6   
Australia Unemployment rate (1) % 5.1 4.9 5.1  5.2 5.2 5.2  5.2 ... 
[15.8%] Retail sales value apc 3.3 3.2 1.7  4.2 2.9 1.9  2.6 ... 
 House Prices (7) apc    -7.7    ...   
 PMI manufacturing (1) index 52.5 54.0 51.0  54.8 52.7 49.4  51.3 53.1 
 Consumer confidence (8) index 99.6 103.8 98.8  100.7 101.3 100.7  96.5 100.0 
 GDP apc    6.4    6.2   
China Industrial production apc 5.3 5.3 8.5  5.4 5.0 6.3  4.8 ... 
[24.3%] CPI apc 1.7 1.5 2.3  2.5 2.7 2.7  2.8 ... 
 PMI manufacturing (1) index 49.5 49.2 50.5  50.1 49.4 49.4  49.7 49.5 
South GDP (1) qpc    -0.4    1.0   
Korea Industrial production (1) mpc 0.2 -3.7 2.1  1.9 -1.0 0.1  2.6 ... 
[3.0%] CPI apc 0.8 0.5 0.4  0.6 0.7 0.7  0.6 -0.0 
             
             
 (1) Seasonally adjusted (5) European Commission  
 (2) Case-Shiller Home Price Index 20 city (6) Nationwide House Price Index  
 (3) The Conference Board Consumer Confidence Index (7) Australian Bureau of Statistics  
 (4) Cabinet Office Japan (8) Melbourne/Westpac Consumer Sentiment Index  
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Weekly Economic Update 
13 September 2019

Total manufacturing volumes fell in the June 
quarter and core manufacturing remained soft. 
Electronic card spending bounced back and 
house prices rose. Net migration remained stable 
over the second half of 2018, however there are 
signs that migration has picked up. 

Manufacturing volumes fell… 
Total manufacturing volumes fell 2.7% in the June 
quarter. Meat and dairy manufacturing volumes 
fell 8.2%. Core manufacturing (excluding dairy 
and meat) remained soft, rising 0.5%, following 
two consecutive quarters of declines. Sales 
values fell 0.7% in the quarter, driven by lower 
prices for meat and dairy (down 2.8%). This result 
presents some downside risk to our June quarter 
GDP forecast of 0.7% at BEFU. The latest PMI 
result indicates further downside risk to 
manufacturing in coming quarters (Figure 1). 

Figure 1: Manufacturing volumes and PMI 

 

Source: Stats NZ, BNZ 

New house listings fall… 
The REINZ national house price index rose 2.9% 
while the Auckland HPI fell 1.5% compared to the 
same time last year. The number of houses sold 
across New Zealand fell 6.1% over the same 
period as a result of a fall in the number of listings. 

…but electronic card spending bounced back 
Retail card spending rose 1.1% in August, 
following five months of subdued spending. The 
strongest growth was seen in durables (up 1.7%), 
consumables (up 0.8%) and hospitality (up 1.5%). 
Core retail spending (excluding vehicle-related 
industries) rose 1.3%, following a 0.4% fall in July. 

Visitor arrivals still soft… 

The total number of visitor arrivals rose 2.0% in 
July, driven by a higher number of arrivals from 
Australia and the United States. Visitors from Asia 
continued to decline for the 6th consecutive month 
to be down 2.6% compared to the same month 
last year. The falls in visitor arrivals seen over the 
June quarter fed through to reduced tourism 
spending, with seasonally adjusted International 
Visitor Survey (IVS) spending down 0.1% in the 
June quarter, following a fall of 0.3% in March. 

...and net migration remained broadly stable 

The latest migration data largely confirmed that 
annual net migration has stabilised at just below 
50,000 over the second half of 2018. While there 
are some signs that migration may have picked up 
over late 2018/early 2019, this data is still subject 
to revision. Net non-New Zealand citizen inflows 
started to increase towards the end of 2018 
(Figure 2), more than offsetting the continued 
increase in net New Zealand citizen outflows. 

 Figure 2: Annual net migration: non-NZ citizens 

 
Source: Stats NZ 

Fruit and vegetables push up food prices 

Food prices rose 0.7% in August, driven by higher 
fruit, vegetable and meat prices. Global demand 
for meat remains strong following a shortage of 
pork in China due to African swine fever. Rental 
prices increased 3.4% compared to August 2018, 
with Auckland and Canterbury rent prices 
increasing at a slower rate than the rest of the 
country. 

-20

-15

-10

-5

0

5

10

30 

35 

40 

45 

50 

55 

60 

65 

02 04 06 08 10 12 14 16 18

Ex meat and dairy PMI (3 mth avg, adv 3 mth) (RHS)

Annual % change Index

20

40

60

80

100

120

20 

40 

60 

80 

100 

120 

02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19

Net migration Arrivals 
Departures

Thousands Thousands



Weekly Economic Update – 13 September 2019 – The Treasury  Page 2 

The European Central Bank eases monetary 
policy… 
As was broadly expected, the ECB cut its deposit 
rate by 10bps to a record low -0.5%, and signalled 
that it would restart bond purchases of 20 billion 
euros a month from November. In his statement, 
Mario Draghi reiterated the need for a highly 
accommodative stance of monetary policy for a 
prolonged period of time in response to the 
persistence of prominent downside risks and 
muted inflationary pressures. ECB projections see 
real GDP in the euro area increasing by 1.1% in 
2019, 1.2% in 2020 and 1.4% in 2021, which is a 
slight downgrade on previous forecasts. 

US employment growth slows… 
US employment growth slowed from a gain of 
159,000 jobs in June to 130,000 jobs in August 
(Figure 3). This weaker-than-expected outturn 
may be a sign that trade uncertainty is starting to 
weigh on the labour market, which has thus far 
remained resilient. 

Figure 3: US Employment growth 

 
Source: US Bureau of Labor Statistics  

The unemployment rate remained unchanged at 
3.7% in August. Wage growth remained solid, with 
average annual earnings up 0.4% for the month, 
and 3.2% over the year. 

Core CPI inflation rose 0.3% in August, to be up 
2.4% from a year earlier, the highest annual rate 
of core inflation since 2008, driven by rising costs 
for staples, health care and housing. Headline CPI 
inflation was more muted (up 0.1% for the month 
and 1.7% for the year), with falling gasoline prices 
tempering the strong core result. 

…and the PBoC reduces banks’ reserve ratio 
The People’s Bank of China (PBoC) announced 
late last week that they would reduce the required 
reserve ratio for all banks by 50 basis points, 

effective from 16 September. The move is 
expected to free up roughly $126b in liquidity and 
follows escalating tensions with the US.  

Growth picks up in the UK  
UK GDP rose 0.3% in July, supported by broad 
based growth across services, which account for 
80% of the economy, and manufacturing. The 
outturn may help ease fears of a technical 
recession (following negative growth in the June 
quarter of -0.2%), however it is possible that 
preparations for a no-deal Brexit drove activity this 
month, which may be temporary. 

Brexit uncertainty remains high, although the risk 
of a no-deal Brexit appears to have faded over the 
week, with news that a bill to prevent a no-deal 
Brexit on the 31st of October has passed into law. 
Prime Minister Boris Johnson may be forced to 
seek a three-month delay. 

Australia business sentiment weakens further 
Australian business sentiment deteriorated further 
in August, falling from 3pts to 1pt, its lowest level 
since September 2014 (Figure 4). Business 
confidence also fell 2.4 points to 1.4. Both indices 
sit below their long run average and suggest 
subdued September quarter GDP growth. 

Figure 4: Australian business sentiment  

 
Source: NAB     

On a more positive note, demand for mortgages 
picked up sharply in July, up 5.1% from June. The 
strength was broad based across owner-
occupiers and investors and reflects a sharp 
response from rate cuts in June and July. 
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Quarterly Indicators 2018Q1 2018Q2 2018Q3 2018Q4 2019Q1 2019Q2 

Real Production GDP (1) qpc 0.5 0.9 0.4 0.6 0.6 ... 

 aapc 3.2 3.2 3.1 2.9 2.7 ... 

Current account balance (annual) %GDP -3.0 -3.3 -3.6 -3.8 -3.6 ... 

Merchandise terms of trade apc 1.8 1.2 -0.3 -4.8 -1.9 -0.8 

CPI  inflation qpc 0.5 0.4 0.9 0.1 0.1 0.6 

 apc 1.1 1.5 1.9 1.9 1.5 1.7 

Employment (HLFS) (1) qpc 0.7 0.6 1.0 0.0 -0.1 0.8 

Unemployment rate (1) % 4.4 4.4 4.0 4.3 4.2 3.9 

Participation rate (1) % 70.9 71.0 71.0 70.9 70.4 70.4 

LCI salary & wage rates - total (2) apc 1.8 1.9 1.8 1.9 2.0 2.1 

QES average hourly earnings - total (2) apc 3.5 3.0 2.9 3.1 3.4 4.4 

Core retail sales volume apc 4.6 4.5 3.7 5.0 3.9 3.6 

Total retail sales volume apc 2.8 3.1 2.7 3.5 3.3 2.9 

WMM - consumer confidence (3) Index 111.2 108.6 103.5 109.1 103.8 103.5 

QSBO - general business situation (1,4) net% -10.2 -18.5 -28.3 -21.7 -28.2 -31.4 

QSBO - own activity outlook (1,4) net% 15.5 14.7 10.4 15.4 4.8 -4.2 
        

Monthly Indicators Mar 19 Apr 19 May 19 Jun 19 Jul 19 Aug 19 

Merchandise trade balance (12 month 
total) NZ$m -5739 -5578 -5597 -4981 -5463 ... 

Dwelling consents - residential apc 8.7 -4.5 9.3 3.4 24.3 ... 

House sales - dwellings apc -9.4 -7.2 -5.1 -0.5 6.6 -6.1 

REINZ - house price index apc 2.4 1.4 1.7 1.7 1.6 2.9 

Estimated net migration (12 month total) people 52747 52224 51490 51529 52723 ... 

ANZ NZ commodity price index apc 5.3 8.5 5.7 1.9 0.3 3.7 

ANZ world commodity price index apc 0.6 2.2 0.7 -2.4 -0.5 0.9 

ANZBO - business confidence net% -38 -38 -32 -38 -44 -52 

ANZBO - activity outlook net% 6 7 9 8 5 -1 
ANZ-Roy Morgan - consumer 
confidence net% 122 123 119 123 116 118 

        

Daily Indicators Thu Fri Mon Tue Wed Thu 
  5/9/19 6/9/19 9/9/19 10/9/19 11/9/19 12/9/19 

NZ exchange and interest rates (5)     
NZD/USD $ 0.6370 0.6377 0.6427 0.6435 0.6415 0.6425 
NZD/AUD $ 0.9342 0.9363 0.9389 0.9388 0.9360 0.9350 
Trade weighted index (TWI) index 71.1 71.2 71.6 71.7 71.5 71.5 
Official cash rate (OCR) % 1.00 1.00 1.00 1.00 1.00 1.00 
90 day bank bill rate % 1.17 1.17 1.16 1.15 1.15 1.14 
10 year govt bond rate % 1.03 1.12 1.13 1.17 1.24 1.26 
Share markets (6)      
Dow Jones index 26728 26797 26836 26909 27137 27182 
S&P 500 index 2976 2979 2978 2979 3001 3010 
VIX volatility index index 16.3 15.0 15.3 15.2 14.6 14.2 
AU all ords index 6721 6753 6760 6728 6752 6766 
NZX 50 index 11107 11219 11203 11143 10925 10905 
US interest rates      
3 month OIS % 2.13 2.12 2.13 2.13 2.13 ... 
3 month Libor % 2.10 2.13 2.14 2.13 2.13 ... 
10 year govt bond rate % 1.57 1.55 1.63 1.72 1.75 1.79 
Commodity prices (6)      
WTI oil US$/barrel 56.30 56.45 57.88 57.37 55.75 55.09 
Gold US$/ounce 1529 1524 1509 1498 1491 1515 
CRB Futures index 388 387 384 384 384 ... 
        

        
(1) Seasonally Adjusted                                (5) Reserve Bank (11am) Data in Italic font are provisional 
(2) Ordinary time, all sectors                        (6) Daily close ... Not available 
(3) Westpac Mcdermott Miller    
(4) Quarterly Survey of Business Opinion    
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Country Indicator Feb 19 Mar 19 2019Q1 Apr 19 May 19 Jun 19 2019Q2 Jul 19 Aug 19 Sep 19 
 GDP (1) qpc   0.8    0.5    
United Industrial production (1) mpc -0.5 0.1  -0.6 0.2 0.2  -0.2 ... ... 
States CPI apc 1.5 1.9  2.0 1.8 1.6  1.8 1.7 ... 
[9.6% Unemployment rate (1) % 3.8 3.8  3.6 3.6 3.7  3.7 3.7 ... 
share of Employment change (1) 000s 56.0 153.0  216.0 62.0 178.0  159.0 130.0 ... 
total Retail sales value apc 1.9 3.8  3.8 3.0 3.3  3.4 ... ... 
goods House prices (2) apc 2.9 2.6  2.5 2.4 2.1  ... ... ... 
exports] PMI manufacturing (1) index 54.2 55.3  52.8 52.1 51.7  51.2 49.1 ... 

 
Consumer confidence 
(1)(3) index 131.4 124.2  129.2 131.3 124.3  135.8 135.1 ... 

 GDP (1) qpc   0.5    0.3    
 Industrial production (1) mpc 0.7 -0.6  0.6 2.0 -3.3  1.3 ... ... 
Japan CPI apc 0.2 0.5  0.9 0.7 0.7  0.5 ... ... 
[6.1%] Unemployment rate (1) % 2.3 2.5  2.4 2.4 2.3  2.2 ... ... 
 Retail sales value apc 0.6 1.0  0.4 1.3 0.5  -2.0 ... ... 
 PMI manufacturing (1) index 48.9 49.2  50.2 49.8 49.3  49.4 49.3 ... 

 
Consumer confidence 
(1)(4) index 41.2 40.5  40.0 39.5 38.9  37.9 37.2 ... 

 GDP (1) qpc   0.4    0.2    
 Industrial production (1) mpc 0.0 -0.3  -0.5 0.8 -1.4  -0.4 ... ... 
Euro CPI apc 1.5 1.4  1.7 1.2 1.3  1.0 ... ... 
area Unemployment rate (1) % 7.8 7.7  7.6 7.6 7.5  7.5 ... ... 
[5.5%] Retail sales volume apc 3.0 2.1  2.1 1.1 2.8  2.2 ... ... 
 PMI manufacturing (1) index 49.3 47.5  47.9 47.7 47.6  46.5 47.0 ... 
 Consumer confidence (5) index -6.9 -6.6  -7.3 -6.5 -7.2  -6.6 -7.1 ... 
 GDP (1) qpc   0.5    -0.2    
 Industrial production (1) mpc 0.3 1.4  -3.1 1.2 -0.1  0.1 ... ... 
United CPI apc 1.8 1.9  2.1 2.0 2.0  2.0 ... ... 
Kingdom Unemployment rate (1) % 3.9 3.8  3.8 3.8 3.9  3.8 ... ... 
[2.7%] Retail sales volume apc 4.2 6.9  5.0 2.3 3.8  3.2 ... ... 
 House prices (6) apc 0.4 0.7  0.9 0.6 0.5  0.3 0.6 ... 
 PMI manufacturing (1) index 52.1 55.1  53.1 49.4 48.0  48.0 47.4 ... 

 
Consumer confidence 
(1)(5) index -10.8 -11.7  -11.1 -8.3 -10.5  -6.9 -11.4 ... 

 GDP (1) qpc   0.5    0.5    
 CPI apc   1.3    1.6    
Australia Unemployment rate (1) % 4.9 5.1  5.2 5.2 5.2  5.2 ... ... 
[15.8%] Retail sales value apc 3.2 1.7  4.2 2.9 1.9  2.6 ... ... 
 House Prices (7) apc   -7.7    ...    
 PMI manufacturing (1) index 54.0 51.0  54.8 52.7 49.4  51.3 53.1 ... 
 Consumer confidence (8) index 103.8 98.8  100.7 101.3 100.7  96.5 100.0 98.2 
 GDP apc   6.4    6.2    
China Industrial production apc 5.3 8.5  5.4 5.0 6.3  4.8 ... ... 
[24.3%] CPI apc 1.5 2.3  2.5 2.7 2.7  2.8 2.8 ... 
 PMI manufacturing (1) index 49.2 50.5  50.1 49.4 49.4  49.7 49.5 ... 
South GDP (1) qpc   -0.4    1.0    
Korea Industrial production (1) mpc -3.7 2.1  1.9 -1.0 0.1  2.6 ... ... 
[3.0%] CPI apc 0.5 0.4  0.6 0.7 0.7  0.6 -0.0 ... 
             
             
 (1) Seasonally adjusted (5) European Commission  
 (2) Case-Shiller Home Price Index 20 city (6) Nationwide House Price Index  
 (3) The Conference Board Consumer Confidence Index (7) Australian Bureau of Statistics  
 (4) Cabinet Office Japan (8) Melbourne/Westpac Consumer Sentiment Index  
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Weekly Economic Update 
20 September 2019

GDP increased by 0.5% in the June quarter and 
the current account deficit narrowed. Activity in 
the services sector eased in August but remained 
expansionary. Consumer confidence continued to 
slide in the September quarter. 

GDP expanded by 0.5% in June quarter… 
Real production GDP grew by 0.5% in the June 
quarter, close to market expectations. Annual 
average growth slowed to 2.4% (Figure 1). Most 
industries expanded, led by growth in the services 
and primary production industries, both up 0.7%. 
However, goods production was weaker as 
construction activity and manufacturing activity 
eased back (both down 0.8%).Strong export price 
growth in the June quarter led to an increase in 
the terms of trade, which supported nominal 
quarterly GDP growth (up 1.9%). 

Going forward, we expect heightened global 
uncertainty, rising costs and general anxiety about 
the economic outlook to weigh on growth, 
although support from a strong labour market and 
an elevated terms of trade are likely to remain.  

Figure 1: Real GDP (production) growth 

 

Source: Stats NZ 

…and the current account deficit narrowed  
The annual current account deficit narrowed to 
3.4% of GDP in the June quarter from 3.6% in the 
March quarter (Figure 2), in line with market 
expectations. The trade deficit fell by $285 million 
as exports grew more than imports and the 
services surplus narrowed slightly. The net 
international investment position remained broadly 
unchanged. 

We expect the annual current account deficit to 
remain relatively stable over the rest of the year, 
driven by high export volumes and prices for dairy 
(prices rose 2.0% at the latest GlobalDairyTrade 
auction), and higher meat prices following the 
outbreak of African swine fever in China. 
However, log prices are expected to remain soft 
and lower tourism is expected to weigh on 
services exports growth. Import values are 
expected to continue to increase, supported by 
strong domestic demand. 

Figure 2: Current account deficit (annual) 

 
Source: Stats NZ 

Services sector activity eased in August… 

Activity in the services sector eased marginally in 
August but continued to expand according to the 
BNZ-BusinessNZ performance of services (PSI) 
index. The index fell 0.2 points to 54.6 but 
remained slightly above its average of 54.4. A 
reading above 50 indicates expansion. The GDP-
weighted composite index also eased 0.2 points 
to 54. 

…and consumer confidence continued to slide 

Consumer confidence continued its downward 
trend in the September quarter according to the 
Westpac McDermott Miller Consumer Confidence 
survey. Confidence fell 0.4 points to 103.1, and 
remained below average levels. Households are 
more optimistic about their personal financial 
situation but have become increasingly 
pessimistic about the general economic outlook. 
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The OECD downgrade the economic outlook… 

Global GDP growth was lowered by 0.3pts to 
2.9% in 2019 and by 0.4pts to 3.0% in 2020, in 
the OECD September Interim Economic Outlook. 
Revisions were largely centred on emerging 
economies such as Argentina, Brazil, India and 
South Africa. However, growth forecasts were 
also downgraded in G20 economies, including 
Australia, the US and the euro area (Table 1). The 
report pointed to uncertainty weakening 
manufacturing and investment in many 
economies, which may spill over into the services 
sector and weaken labour demand. 

Table 1: OECD real GDP growth forecasts (apc) 

 2018 2019 

Projection (change 

from May) 

2020 

Projection (change 

from May) 

World 3.6 2.9 (-0.3) 3.0 (-0.4) 

Australia 2.7 1.7 (-0.6) 2.0 (-0.5) 

Euro area 1.9 1.1 (-0.1) 1.0 (-0.4) 

China 6.6 6.1 (-0.1) 5.7 (-0.3) 

US 2.9 2.4 (-0.4) 2.0 (-0.3) 

UK 1.4 1.0 (-0.2) 0.9 (-0.1) 

Source: OECD   

…and the Fed eases monetary policy 

As widely expected, the US Federal Reserve cut 
interest rates by 25bps to a target range of 1.75 - 
2.00%. Fed Chair Powell noted that the cut was 
another ‘mid-cycle policy adjustment’ and that 
future cuts would be needed if the economy were 
to weaken further. The median forecast among 
the Fed’s rate-setting committee was for rates to 
stay on hold for the remainder of 2019 and 2020. 
Markets expect one more cut this year, and at 
least one more in 2020.  

As expected, the Bank of England left the cash 
rate on hold this week at 0.75%, with monetary 
policy firmly contingent on how Brexit evolves. 
The Bank of Japan also left rates unchanged, 
along with Taiwan’s Central Bank and the Swiss 
National Bank. The Bank of Indonesia cut interest 
rates by 25bps.  

Industrial production continues to slump… 

In China, annual growth in industrial production 
fell from 4.8% to 4.4% in August - an 11-year low. 

In the US, industrial production fell from 0.5% to 
0.4% (on an annual basis). Both outturns reflect 
ongoing trade uncertainty between the two 
nations.  

…while consumer spending continues to hold 

US retail sales lifted 0.4% in August, a marked 
slowing relative to previous months, however on 
an annual basis, retail sales lifted from 3.6% to 
4.1%. In China, annual retail sales growth edged 
down from 7.6% to 7.5%.  

Oil prices spike 

Saudi Arabia’s oil production was temporarily 
halved this week, after drone attacks caused a fire 
at the country’s largest plant. The attack was 
estimated to reduce daily oil production by 5.7 
million barrels (5.0% of daily global oil supply). Oil 
prices lifted 20.0% in reaction to news, but have 
since pared back gains (Figure 4). Production is 
expected to be restored back to normal levels by 
the end of this month.   

Figure 4: Oil prices  

 
Source: Haver analytics   

Australia’s labour market continues to cool 

Australian employment increased by 34,700 jobs 
in August, with growth steady at 2.5% on an 
annual basis. The unemployment rate ticked up 
from 5.2% to 5.3%, significantly higher than the 
RBA’s NAIRU estimate of 4.5%. Commentators 
noted that the higher unemployment rate makes it 
more likely for the RBA to lower rates in October.  
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Quarterly Indicators 2018Q1 2018Q2 2018Q3 2018Q4 2019Q1 2019Q2 

Real Production GDP (1) qpc 0.5 0.9 0.3 0.7 0.6 0.5 

 aapc 3.2 3.2 3.1 2.8 2.7 2.4 

Current account balance (annual) %GDP -2.8 -3.2 -3.6 -3.9 -3.6 -3.4 

Merchandise terms of trade apc 1.8 1.2 -0.3 -4.8 -1.9 -0.8 

CPI  inflation qpc 0.5 0.4 0.9 0.1 0.1 0.6 

 apc 1.1 1.5 1.9 1.9 1.5 1.7 

Employment (HLFS) (1) qpc 0.7 0.6 1.0 0.0 -0.1 0.8 

Unemployment rate (1) % 4.4 4.4 4.0 4.3 4.2 3.9 

Participation rate (1) % 70.9 71.0 71.0 70.9 70.4 70.4 

LCI salary & wage rates - total (2) apc 1.8 1.9 1.8 1.9 2.0 2.1 
QES average hourly earnings - total 
(2) apc 3.5 3.0 2.9 3.1 3.4 4.4 

Core retail sales volume apc 4.6 4.5 3.7 5.0 3.9 3.6 

Total retail sales volume apc 2.8 3.1 2.7 3.5 3.3 2.9 

WMM - consumer confidence (3) Index 111.2 108.6 103.5 109.1 103.8 103.5 
QSBO - general business situation 
(1,4) net% -10.2 -18.5 -28.3 -21.7 -28.2 -31.4 

QSBO - own activity outlook (1,4) net% 15.5 14.7 10.4 15.4 4.8 -4.2 
        

Monthly Indicators Mar 19 Apr 19 May 19 Jun 19 Jul 19 Aug 19 

Merchandise trade balance (12 month 
total) NZ$m -5739 -5578 -5597 -4981 -5463 ... 

Dwelling consents - residential apc 8.7 -4.5 9.3 3.4 24.3 ... 

House sales - dwellings apc -9.4 -7.2 -5.1 -0.5 6.6 -6.1 

REINZ - house price index apc 2.4 1.4 1.7 1.7 1.6 2.9 
Estimated net migration (12 month 
total) people 52747 52224 51490 51529 52723 ... 

ANZ NZ commodity price index apc 5.3 8.5 5.7 1.9 0.3 3.7 

ANZ world commodity price index apc 0.6 2.2 0.7 -2.4 -0.5 0.9 

ANZBO - business confidence net% -38 -38 -32 -38 -44 -52 

ANZBO - activity outlook net% 6 7 9 8 5 -1 
ANZ-Roy Morgan - consumer 
confidence net% 122 123 119 123 116 118 

        

Daily Indicators Fri Mon Tue Wed Thu Fri 
  13/9/19 16/9/19 17/9/19 18/9/19 19/9/19 20/9/19 

NZ exchange and interest rates (5)    
NZD/USD $ 0.6406 0.6381 0.6332 0.6345 0.6305 ... 
NZD/AUD $ 0.9323 0.9288 0.9249 0.9259 0.9281 ... 
Trade weighted index (TWI) index 71.2 70.8 70.5 70.6 70.3 ... 
Official cash rate (OCR) % 1.00 1.00 1.00 1.00 1.00 ... 
90 day bank bill rate % 1.14 1.14 1.14 1.14 1.14 ... 
10 year govt bond rate % 1.33 1.34 1.33 1.25 1.21 ... 
Share markets (6)      
Dow Jones index 27220 27077 27111 27147 27095 ... 
S&P 500 index 3007 2998 3006 3007 3007 ... 
VIX volatility index index 13.7 14.7 14.4 14.0 14.1 ... 
AU all ords index 6777 6782 6802 6791 6825 ... 
NZX 50 index 10863 10832 10868 10775 10801 ... 
US interest rates      
3 month OIS % 2.14 2.25 2.30 2.25 ... ... 
3 month Libor % 2.14 2.15 2.16 2.16 ... ... 
10 year govt bond rate % 1.90 1.84 1.81 1.80 1.79 ... 
Commodity prices (6)     
WTI oil US$/barrel 54.76 63.10 59.26 58.11 58.13 ... 
Gold US$/ounce 1503 1497 1502 1504 1501 ... 
CRB Futures index 385 386 385 384 386 ... 
        

        
(1) Seasonally Adjusted                                (5) Reserve Bank (11am) Data in Italic font are provisional 
(2) Ordinary time, all sectors                        (6) Daily close ... Not available 
(3) Westpac Mcdermott Miller   
(4) Quarterly Survey of Business Opinion   
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Country Indicator Feb 19 Mar 19 2019Q1 Apr 19 May 19 Jun 19 2019Q2 Jul 19 Aug 19 Sep 19 
 GDP (1) qpc   0.8    0.5    
United Industrial production (1) mpc -0.5 0.1  -0.6 0.2 0.1  -0.1 0.6 ... 
States CPI apc 1.5 1.9  2.0 1.8 1.6  1.8 1.7 ... 
[9.6% Unemployment rate (1) % 3.8 3.8  3.6 3.6 3.7  3.7 3.7 ... 
share of Employment change (1) 000s 56.0 153.0  216.0 62.0 178.0  159.0 130.0 ... 
total Retail sales value apc 1.9 3.8  3.8 3.0 3.3  3.6 4.1 ... 
goods House prices (2) apc 2.9 2.6  2.5 2.4 2.1  ... ... ... 
exports] PMI manufacturing (1) index 54.2 55.3  52.8 52.1 51.7  51.2 49.1 ... 

 
Consumer confidence 
(1)(3) index 131.4 124.2  129.2 131.3 124.3  135.8 135.1 ... 

 GDP (1) qpc   0.5    0.3    
 Industrial production (1) mpc 0.7 -0.6  0.6 2.0 -3.3  1.3 ... ... 
Japan CPI apc 0.2 0.5  0.9 0.7 0.7  0.5 0.3 ... 
[6.1%] Unemployment rate (1) % 2.3 2.5  2.4 2.4 2.3  2.2 ... ... 
 Retail sales value apc 0.6 1.0  0.4 1.3 0.5  -2.0 ... ... 
 PMI manufacturing (1) index 48.9 49.2  50.2 49.8 49.3  49.4 49.3 ... 

 
Consumer confidence 
(1)(4) index 41.2 40.5  40.0 39.5 38.9  37.9 37.2 ... 

 GDP (1) qpc   0.4    0.2    
 Industrial production (1) mpc 0.0 -0.3  -0.5 0.8 -1.4  -0.4 ... ... 
Euro CPI apc 1.5 1.4  1.7 1.2 1.3  1.0 1.0 ... 
area Unemployment rate (1) % 7.8 7.7  7.6 7.6 7.5  7.5 ... ... 
[5.5%] Retail sales volume apc 3.0 2.1  2.1 1.1 2.8  2.2 ... ... 
 PMI manufacturing (1) index 49.3 47.5  47.9 47.7 47.6  46.5 47.0 ... 
 Consumer confidence (5) index -6.9 -6.6  -7.3 -6.5 -7.2  -6.6 -7.1 ... 
 GDP (1) qpc   0.5    -0.2    
 Industrial production (1) mpc 0.3 1.4  -3.1 1.2 -0.1  0.1 ... ... 
United CPI apc 1.8 1.9  2.1 2.0 2.0  2.0 ... ... 
Kingdom Unemployment rate (1) % 3.9 3.8  3.8 3.8 3.9  3.8 ... ... 
[2.7%] Retail sales volume apc 4.1 6.7  5.0 2.3 3.6  3.4 2.6 ... 
 House prices (6) apc 0.4 0.7  0.9 0.6 0.5  0.3 0.6 ... 
 PMI manufacturing (1) index 52.1 55.1  53.1 49.4 48.0  48.0 47.4 ... 

 
Consumer confidence 
(1)(5) index -10.8 -11.7  -11.1 -8.3 -10.5  -6.9 -11.4 ... 

 GDP (1) qpc   0.5    0.5    
 CPI apc   1.3    1.6    
Australia Unemployment rate (1) % 4.9 5.1  5.2 5.2 5.2  5.2 5.3 ... 
[15.8%] Retail sales value apc 3.2 1.7  4.2 2.9 1.9  2.6 ... ... 
 House Prices (7) apc   -7.7    -7.7    
 PMI manufacturing (1) index 54.0 51.0  54.8 52.7 49.4  51.3 53.1 ... 
 Consumer confidence (8) index 103.8 98.8  100.7 101.3 100.7  96.5 100.0 98.2 
 GDP apc   6.4    6.2    
China Industrial production apc 5.3 8.5  5.4 5.0 6.3  4.8 4.4 ... 
[24.3%] CPI apc 1.5 2.3  2.5 2.7 2.7  2.8 2.8 ... 
 PMI manufacturing (1) index 49.2 50.5  50.1 49.4 49.4  49.7 49.5 ... 
South GDP (1) qpc   -0.4    1.0    
Korea Industrial production (1) mpc -3.7 2.1  1.9 -1.0 0.1  2.6 ... ... 
[3.0%] CPI apc 0.5 0.4  0.6 0.7 0.7  0.6 -0.0 ... 
             
             
 (1) Seasonally adjusted (5) European Commission  
 (2) Case-Shiller Home Price Index 20 city (6) Nationwide House Price Index  
 (3) The Conference Board Consumer Confidence Index (7) Australian Bureau of Statistics  
 (4) Cabinet Office Japan (8) Melbourne/Westpac Consumer Sentiment Index 
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Weekly Economic Update 
27 September 2019

The merchandise trade deficit narrowed by $230 
million in the month of August as exports grew 
faster than imports. The Official Cash Rate 
remained unchanged at 1.0% at the RBNZ’s 
announcement this week and the ANZ-Roy 
Morgan consumer confidence index fell to its 
lowest level in four years. 

Trade deficit narrowed in August… 
The seasonally adjusted merchandise trade deficit 
narrowed to $501 million in August, down from 
$731 million in July. 

Exports rose 3.8% compared to August last year, 
led by higher volumes and prices for kiwifruit and 
apples. Crude oil exports also rose strongly on 
last year owing to weak exports in August 2018. 
Log exports fell 13.6% compared to August last 
year, reflecting recent weakness in log prices.  

Imports rose 5.3% over the year to August, led by 
increased imports of intermediate goods (up 
8.9%) and consumption goods (up 6.3%). Capital 
goods imports rose by 2.6% (Figure 1). 

Figure 1: Imports by Broad Economic Category 

 
Source: Stats NZ 

Good growing conditions, high yields and 
increased plantings have supported horticulture 
exports and the recovery in GlobalDairyTrade 
auction results over the first half of 2019 have led 
to improved dairy prices, which are expected to 
improve further in coming months.  

Log export prices remain weak in response to 
increased supply to China and some signs of 

slowing residential construction activity in China. 
The enduring weakness in capital goods imports 
reflects ongoing soft business confidence and 
investment intentions measures. Consumption 
goods imports growth continues to support our 
view of solid household consumption growth. 

…and the OCR remained unchanged 

As expected, the Official Cash Rate remained 
unchanged at 1.0% at the RBNZ’s announcement 
this week. The RBNZ cited that employment 
remains around its maximum sustainable level 
and that inflation remains within their target range 
but below the 2% midpoint. They also reiterated 
the risks to the outlook, including global trade and 
political tensions, dampening demand for our 
goods and services and low business confidence.  

Consumer confidence fell 

Consumer confidence fell 4 points in September 
to 114, the lowest read in four years (Figure 2). 
The Future Conditions Index fell 6 points to 106, 
indicating that consumers are wary about the 
future. Perceptions about next year’s economic 
outlook fell sharply, down 9 points to a net 10% 
expecting conditions to worsen. The Current 
Conditions Index fell 1 point. Consumers’ 
perceptions of their current financial situation fell 5 
points to a net 11% feeling financially better off 
than a year ago. The outturns support our view of 
strong, but declining growth in household 
consumption. 

Figure 2: ANZ consumer confidence 

 

Source: ANZ 
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PMIs point to subdued growth in Europe…  

Manufacturing and services activity deteriorated in 
September, according to preliminary European 
PMIs. The manufacturing PMI fell from 47.0 to 
45.6 in the euro area (from August), and from 43.6 
in August to 41.4 in Germany. Both remain firmly 
in contractionary territory. Services PMIs, which 
have largely remained elevated, fell in both 
countries (Figure 3) - an early indication that the 
weakness in manufacturing may be spilling over 
into services activity. In their latest monthly report, 
Germany’s Bundesbank suggested that the 
German economy may have entered a “mild 
technical recession” (two consecutive quarters of 
negative GDP growth) in the September quarter. 
Germany’s GDP fell 0.1% in the June quarter.  

Figure 3: Weak manufacturing PMIs 

 
Source: IHS Markit  

…but hold steady in the US 

In contrast to deteriorating activity in Europe, both 
manufacturing and services PMI data for the US 
were higher in September than August. While 
sitting below its long run average, the composite 
index appears to be stabilising in expansionary 
territory (Figure 4).  

Figure 3: Weak manufacturing PMIs 

 
Source: IHS Markit  

Trade uncertainty rumbles on… 

Global trade uncertainty rumbled on this week. A 
Chinese delegation of trade officials cancelled a 
planned visit to farms in Montana and Nebraska. 
The visit was originally planned as a gesture of 
good will. The cancellation soured market 
sentiment and followed comments from President 
Trump that he was not interested in an interim 
trade agreement. However, news this morning 
suggest that trade talks between the two nations 
are set to resume on 10 October. The threat of 
impeachment of President Trump also weighed on 
sentiment this week.  

In the UK, Prime Minister Boris Johnson lost his 
bid to suspend Parliament, after the Supreme 
Court ruled the suspension unlawful. The ruling 
makes a no-deal Brexit less likely on October 31, 
but uncertainty over the outcome of Brexit 
remains high. 

…though market volatility remains subdued 

Despite ongoing trade uncertainty and weak PMI 
data, market volatility appeared to be relatively 
subdued this week. Bond yields and equities are 
down slightly and oil prices are sitting around 
US$63/barrel (Brent crude) having mostly 
recovered from volatility last week. The NZD 
appreciated slightly over the week and is sitting 
around $0.63/USD.  

RBA speech may signal October rate cut  

In a speech this week, RBA Governor Phillip Lowe 
acknowledged that growth had slowed further 
than expected in the June quarter (1.4% y/y). 
Some commentators noted that the ‘dovish’ 
language in the speech makes a 25bps rate cut 
next month more likely. Market pricing suggests a 
70% chance of a cut. A 25bps cut would take the 
policy rate to 0.75%. 
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Date Key NZ Data  Previous 

30 Sep  Building consents issued 24.3% (apc) 

30 Sep  ANZ Business Outlook -0.5 (net %) 

1 Oct NZIER QSBO -31.4 (net %) 

3 Oct ANZ Commodity Prices 0.3% (m/m) 

[9(2)(a)]
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Quarterly Indicators 2018Q1 2018Q2 2018Q3 2018Q4 2019Q1 2019Q2 

Real Production GDP (1) qpc 0.5 0.9 0.3 0.7 0.6 0.5 

 aapc 3.2 3.2 3.1 2.8 2.7 2.4 

Current account balance (annual) %GDP -2.8 -3.2 -3.6 -3.9 -3.6 -3.4 

Merchandise terms of trade apc 1.8 1.2 -0.3 -4.8 -1.9 -0.8 

CPI  inflation qpc 0.5 0.4 0.9 0.1 0.1 0.6 

 apc 1.1 1.5 1.9 1.9 1.5 1.7 

Employment (HLFS) (1) qpc 0.7 0.6 1.0 0.0 -0.1 0.8 

Unemployment rate (1) % 4.4 4.4 4.0 4.3 4.2 3.9 

Participation rate (1) % 70.9 71.0 71.0 70.9 70.4 70.4 

LCI salary & wage rates - total (2) apc 1.8 1.9 1.8 1.9 2.0 2.1 

QES average hourly earnings - total (2) apc 3.5 3.0 2.9 3.1 3.4 4.4 

Core retail sales volume apc 4.6 4.5 3.7 5.0 3.9 3.6 

Total retail sales volume apc 2.8 3.1 2.7 3.5 3.3 2.9 

WMM - consumer confidence (3) Index 111.2 108.6 103.5 109.1 103.8 103.5 

QSBO - general business situation (1,4) net% -10.2 -18.5 -28.3 -21.7 -28.2 -31.4 

QSBO - own activity outlook (1,4) net% 15.5 14.7 10.4 15.4 4.8 -4.2 
        

Monthly Indicators Apr 19 May 19 Jun 19 Jul 19 Aug 19 Sep 19 

Merchandise trade balance (12 month 
total) NZ$m -5578 -5602 -4988 -5485 -5484 ... 

Dwelling consents - residential apc -4.5 9.3 3.4 24.3 ... ... 

House sales - dwellings apc -7.2 -5.1 -0.5 6.6 -6.1 ... 

REINZ - house price index apc 1.4 1.7 1.7 1.6 2.9 ... 

Estimated net migration (12 month total) people 52224 51490 51529 52723 ... ... 

ANZ NZ commodity price index apc 8.5 5.7 1.9 0.3 3.7 ... 

ANZ world commodity price index apc 2.2 0.7 -2.4 -0.5 0.9 ... 

ANZBO - business confidence net% -38 -32 -38 -44 -52 ... 

ANZBO - activity outlook net% 7 9 8 5 -1 ... 
ANZ-Roy Morgan - consumer 
confidence net% 123 119 123 116 118 114 

        

Daily Indicators Thu Fri Mon Tue Wed Thu 
  19/9/19 20/9/19 23/9/19 24/9/19 25/9/19 26/9/19 

NZ exchange and interest rates (5)     
NZD/USD $ 0.6305 0.6290 0.6271 0.6290 0.6320 0.6280 
NZD/AUD $ 0.9281 0.9270 0.9259 0.9295 0.9311 0.9303 
Trade weighted index (TWI) index 70.3 70.1 70.0 70.2 70.5 70.3 
Official cash rate (OCR) % 1.00 1.00 1.00 1.00 1.00 1.00 
90 day bank bill rate % 1.14 1.14 1.13 1.12 1.13 1.14 
10 year govt bond rate % 1.21 1.16 1.13 1.13 1.10 1.14 
Share markets (6)      
Dow Jones index 27095 26935 26950 26808 26971 26891 
S&P 500 index 3007 2992 2992 2967 2985 2978 
VIX volatility index index 14.1 15.3 14.9 17.1 16.0 16.1 
AU all ords index 6825 6839 6861 6857 6815 6786 
NZX 50 index 10801 10829 10873 10859 10861 10823 
US interest rates      
3 month OIS % 1.90 1.90 1.90 1.90 1.90 ... 
3 month Libor % 2.16 2.13 2.11 2.11 2.10 ... 
10 year govt bond rate % 1.79 1.74 1.72 1.64 1.73 1.70 
Commodity prices (6)      
WTI oil US$/barrel 58.13 57.92 58.69 57.22 56.49 56.41 
Gold US$/ounce 1501 1502 1522 1521 1529 1506 
CRB Futures index 386 386 386 386 387 ... 
        

        
(1) Seasonally Adjusted                                (5) Reserve Bank (11am) Data in Italic font are provisional 
(2) Ordinary time, all sectors                        (6) Daily close ... Not available 
(3) Westpac Mcdermott Miller    
(4) Quarterly Survey of Business Opinion    
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Country Indicator Feb 19 Mar 19 2019Q1 Apr 19 May 19 Jun 19 2019Q2 Jul 19 Aug 19 Sep 19 
 GDP (1) qpc   0.8    0.5    
United Industrial production (1) mpc -0.5 0.1  -0.6 0.2 0.1  -0.1 0.6 ... 
States CPI apc 1.5 1.9  2.0 1.8 1.6  1.8 1.7 ... 
[9.6% Unemployment rate (1) % 3.8 3.8  3.6 3.6 3.7  3.7 3.7 ... 
share of Employment change (1) 000s 56.0 153.0  216.0 62.0 178.0  159.0 130.0 ... 
total Retail sales value apc 1.9 3.8  3.8 3.0 3.3  3.6 4.1 ... 
goods House prices (2) apc 2.9 2.6  2.5 2.4 2.2  2.0 ... ... 
exports] PMI manufacturing (1) index 54.2 55.3  52.8 52.1 51.7  51.2 49.1 ... 

 
Consumer confidence 
(1)(3) index 131.4 124.2  129.2 131.3 124.3  135.8 134.2 125.1 

 GDP (1) qpc   0.5    0.3    
 Industrial production (1) mpc 0.7 -0.6  0.6 2.0 -3.3  1.3 ... ... 
Japan CPI apc 0.2 0.5  0.9 0.7 0.7  0.5 0.3 ... 
[6.1%] Unemployment rate (1) % 2.3 2.5  2.4 2.4 2.3  2.2 ... ... 
 Retail sales value apc 0.6 1.0  0.4 1.3 0.5  -2.0 ... ... 
 PMI manufacturing (1) index 48.9 49.2  50.2 49.8 49.3  49.4 49.3 ... 

 
Consumer confidence 
(1)(4) index 41.2 40.5  40.0 39.5 38.9  37.9 37.2 ... 

 GDP (1) qpc   0.4    0.2    
 Industrial production (1) mpc 0.0 -0.3  -0.5 0.8 -1.4  -0.4 ... ... 
Euro CPI apc 1.5 1.4  1.7 1.2 1.3  1.0 1.0 ... 
area Unemployment rate (1) % 7.8 7.7  7.6 7.6 7.5  7.5 ... ... 
[5.5%] Retail sales volume apc 3.0 2.1  2.1 1.1 2.8  2.2 ... ... 
 PMI manufacturing (1) index 49.3 47.5  47.9 47.7 47.6  46.5 47.0 ... 
 Consumer confidence (5) index -6.9 -6.6  -7.3 -6.5 -7.2  -6.6 -7.1 -6.5 
 GDP (1) qpc   0.5    -0.2    
 Industrial production (1) mpc 0.3 1.4  -3.1 1.2 -0.1  0.1 ... ... 
United CPI apc 1.8 1.9  2.1 2.0 2.0  2.0 ... ... 
Kingdom Unemployment rate (1) % 3.9 3.8  3.8 3.8 3.9  3.8 ... ... 
[2.7%] Retail sales volume apc 4.1 6.7  5.0 2.3 3.6  3.4 2.6 ... 
 House prices (6) apc 0.4 0.7  0.9 0.6 0.5  0.3 0.6 ... 
 PMI manufacturing (1) index 52.1 55.1  53.1 49.4 48.0  48.0 47.4 ... 

 
Consumer confidence 
(1)(5) index -10.8 -11.7  -11.1 -8.3 -10.5  -6.9 -11.4 ... 

 GDP (1) qpc   0.5    0.5    
 CPI apc   1.3    1.6    
Australia Unemployment rate (1) % 4.9 5.1  5.2 5.2 5.2  5.2 5.3 ... 
[15.8%] Retail sales value apc 3.2 1.7  4.2 2.9 1.9  2.6 ... ... 
 House Prices (7) apc   -7.7    -7.7    
 PMI manufacturing (1) index 54.0 51.0  54.8 52.7 49.4  51.3 53.1 ... 
 Consumer confidence (8) index 103.8 98.8  100.7 101.3 100.7  96.5 100.0 98.2 
 GDP apc   6.4    6.2    
China Industrial production apc 5.3 8.5  5.4 5.0 6.3  4.8 4.4 ... 
[24.3%] CPI apc 1.5 2.3  2.5 2.7 2.7  2.8 2.8 ... 
 PMI manufacturing (1) index 49.2 50.5  50.1 49.4 49.4  49.7 49.5 ... 
South GDP (1) qpc   -0.4    1.0    
Korea Industrial production (1) mpc -3.7 2.1  1.9 -1.0 0.1  2.6 ... ... 
[3.0%] CPI apc 0.5 0.4  0.6 0.7 0.7  0.6 -0.0 ... 
             
             
 (1) Seasonally adjusted (5) European Commission  
 (2) Case-Shiller Home Price Index 20 city (6) Nationwide House Price Index  
 (3) The Conference Board Consumer Confidence Index (7) Australian Bureau of Statistics  
 (4) Cabinet Office Japan (8) Melbourne/Westpac Consumer Sentiment Index  
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