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Weekly Economic Update 
7 February 2020

The unemployment rate fell to 4.0% and public 

sector wage growth remained strong in the 

December quarter, while employment growth was 

flat. Building consents rose in December, led by 

growth in multi-unit dwelling consents. Commodity 

prices weakened in January. 

The unemployment rate fell… 

The unemployment rate was 4.0% in the December 

quarter, down from 4.1% the previous quarter 

Growth in employment in the December quarter 

was muted, with an additional 1,000 people 

employed while the working age population grew 

16,000 (a 0.4% increase). The underutilisation rate 

fell to an 11-year low of 10%, suggesting that 

capacity pressures are still present in the economy, 

reflected by continued wage growth.  

…and wage pressures remain 

The Labour Cost Index (LCI) rose 2.6% in the year 

to December, the largest increase since June 2009 

(Figure 1).  

Figure 1: QES average ordinary time hourly earnings 

0

2

4

6

8

10

0 

2 

4 

6 

8 

10 

02 04 06 08 10 12 14 16 18

Total Public

Private

Annual % change Annual % change

Source: Stats NZ   

Quarterly Employment Survey (QES) average 

ordinary time hourly earnings increased by 3.6% 

over the year (Figure 1), reflecting public sector 

collective agreements which saw public sector 

average hourly earnings increase 1.2% in the 

quarter and 4.6% over the year. 

The continuing tightness in the labour market, 

together with scheduled increases in the minimum 

wage will provide continued support for wages 

growth in coming quarters. We expect the 

unemployment rate to remain close to its current 

level over the coming quarters. 

Consent issuance rose … 

The number of building consents issued rose 9.9% 

in December, led by 22.8% rise in the volatile multi-

unit dwelling category (Figure 2), with a large 

proportion of these consents intended for Auckland. 

Standalone house consents rose 2.1% in the 

month, following a 1.9% fall in November.  

Consent issuance remains high on an annual 

basis, reaching 37,538 in the year to December 

2019. We expect strong consent issuance over 

2019 to translate into higher building activity in 

2020, although capacity pressures in the 

construction sector could be a limiting factor.  

Figure 2: New Zealand dwelling consents (3 month 

moving average)  

 

Source: Stats NZ   

…while commodity prices were weaker 

Prices fell at this week’s GlobalDairyTrade auction, 

as widely expected, down 4.7%. The fall was led by 

WMP, down 6.2% and SMP, down 4.2%. Recent 

fall in the exchange rate meant that prices were 

down by 2.8% in NZD terms. The ANZ World 

Commodity Price Index fell 0.9% (0.4% in NZD 

terms) in January on the back of weaker meat 

prices. We expect further downward pressure on 

prices in February due to the coronavirus.  
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Coronavirus drags on 2020 growth 

Globally, near team risks from the coronavirus 

outbreak are weighing against the reduced drag 

from the US-China trade dispute and previous 

monetary easing. It is clear that the economic hit to 

China and indirect effects elsewhere are significant 

and growing. Some companies are reporting supply 

chain issues and closing factories and stores. 

Some LNG orders have been cancelled, which will 

likely impact Australia, which supplies 44% of 

China’s imports. 

Economic commentators are generally of the view 

that the virus will soon ultimately be well contained 

and any immediate weakness will subsequently 

give way to a rebound, limiting the full-year drag on 

growth. Nonetheless, several global investment 

banks have downgraded their expectations of 2020 

growth in China, Asia and globally. Analysts initial 

assessment is that 2020 growth in China could be 

around 5.5%, down from around 5.8% prior to the 

outbreak. Earlier work by the Treasury finds that a 

1.0 percentage point decrease in China’s GDP 

growth reduces NZ’s GDP growth by 0.2 to 0.4 

percentage points, which would suggest 2020 

growth in NZ could be around 0.1 to 0.2 percentage 

points lower than our Half Year Update forecast of 

2.5% - all else equal, of course. However, the 

situation remains highly uncertain and it is too early 

to be definitive.  

The Chinese authorities unveiled a range of 

measures to support growth including lower lending 

rates to business and providing liquidity to money 

markets.  Elsewhere in Asia, central banks in 

Thailand and the Philippines eased monetary 

policy, at least in part to pre-empt the negative 

impacts of the coronavirus.    

…but less so in the US… 

The US economy is less affected than others, such 

as Australia and New Zealand, and US equity 

markets have continued to rise, with the S&P 500 

at fresh record highs this week. US data release 

have been generally supportive, with the ABD 

employment measure and the ISM manufacturing 

and services measures all pointing to continued 

solid growth. This followed last week’s GDP data, 

which showed the economy grew 2.3% from the 

same quarter a year ago (Figure 3).    

In the euro area, December quarter GDP rose 

0.1% in the quarter and 1.0% annually. An 

improved composite PMI in January points to a 

stabilisation in activity, although weak German 

factory orders data highlighted risks of continued 

manufacturing weakness.        

 Figure 3: Solid US growth  

 

Source: Haver Analytics   

Bushfires expected to drag on Australian 

GDP…  

In Australia, the Reserve Bank kept the cash rate 

unchanged at 0.75% and maintained its bias 

towards further easing. In a later speech the Bank’s 

Governor considered that the bushfires, drought 

and coronavirus would leave the Bank’s 2020 

growth forecast largely unchanged, but the 

bushfires would reduce GDP growth by 0.2 

percentage points across each of the December 

and March quarters. December’s retail sales report 

showed consumer spending was sluggish in the 

month, but volumes rose solidly in the quarter, 

driven by strong November sales.   

 

 

 

 

Date Key NZ Data  Previous 

12 Feb Retail card spending -0.6% 

https://treasury.govt.nz/publications/wp/empirical-evidence-growth-spillovers-china-new-zealand-wp-13-17
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Quarterly Indicators 2018Q3 2018Q4 2019Q1 2019Q2 2019Q3 2019Q4 

Real Production GDP (1) qpc 0.6 1.0 0.4 0.1 0.7 ... 

 aapc 3.2 3.2 3.1 2.8 2.7 ... 

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

Merchandise terms of trade apc -0.3 -4.8 -1.9 -1.0 1.0 ... 

CPI  inflation qpc 0.9 0.1 0.1 0.6 0.7 0.5 

 apc 1.9 1.9 1.5 1.7 1.5 1.9 

Employment (HLFS) (1) qpc 0.8 0.1 0.0 0.7 0.2 0.0 

Unemployment rate (1) % 4.0 4.3 4.1 4.0 4.1 4.0 

Participation rate (1) % 70.9 70.6 70.3 70.3 70.4 70.1 

LCI salary & wage rates - total (2) apc 1.8 1.9 2.0 2.1 2.5 2.6 

QES average hourly earnings - total (2) apc 2.9 3.1 3.4 4.4 4.2 3.6 

Core retail sales volume apc 3.7 5.0 3.9 3.6 5.4 ... 

Total retail sales volume apc 2.7 3.5 3.3 2.9 4.5 ... 

WMM - consumer confidence (3) Index 103.5 109.1 103.8 103.5 103.1 109.9 

QSBO - general business situation (1,4) net% -26.3 -21.4 -29.0 -33.3 -35.3 -26.1 

QSBO - own activity outlook (1,4) net% 10.5 15.5 4.7 -4.4 0.5 6.8 
        

Monthly Indicators Aug 19 Sep 19 Oct 19 Nov 19 Dec 19 Jan 20 

Merchandise trade balance (12 month 
total) NZ$m -5591 -5321 -5060 -4847 -4309 ... 

Dwelling consents - residential apc 6.0 30.8 16.4 2.7 22.2 ... 

House sales - dwellings apc -3.4 8.3 -0.3 0.4 12.3 ... 

REINZ - house price index apc 2.7 3.2 3.8 5.6 6.6 ... 

Estimated net migration (12 month total) people 44688 43217 42980 41478 ... ... 

ANZ NZ commodity price index apc 3.7 6.5 9.7 18.8 12.2 9.0 

ANZ world commodity price index apc 0.9 3.4 7.2 12.4 8.7 5.7 

ANZBO - business confidence net% -52 -54 -42 -26 -13 ... 

ANZBO - activity outlook net% -1 -2 -4 13 17 ... 
ANZ-Roy Morgan - consumer 
confidence net% 118 114 118 121 123 123 

        

Daily Indicators Fri Mon Tue Wed Thu Fri 
  31/1/20 3/2/20 4/2/20 5/2/20 6/2/20 7/2/20 

NZ exchange and interest rates (5)     
NZD/USD $ 0.6491 0.6464 0.6454 0.6488 ... ... 
NZD/AUD $ 0.9655 0.9652 0.9653 0.9637 ... ... 
Trade weighted index (TWI) index 71.9 71.6 71.8 72.0 ... ... 
Official cash rate (OCR) % 1.00 1.00 1.00 1.00 1.00 ... 
90 day bank bill rate % 1.26 1.26 1.25 1.26 ... ... 
10 year govt bond rate % 1.30 1.25 1.23 1.31 ... ... 
Share markets (6)      
Dow Jones index 28256 28400 28808 29291 29380 ... 
S&P 500 index 3226 3249 3298 3335 3346 ... 
VIX volatility index index 18.8 18.0 16.1 15.2 15.0 ... 
AU all ords index 7121 7020 7048 7081 7149 ... 
NZX 50 index 11717 11550 11511 11604 ... ... 
US interest rates      
3 month OIS % 1.59 1.59 1.59 1.59 ... ... 
3 month Libor % 1.75 1.74 1.74 1.74 ... ... 
10 year govt bond rate % 1.51 1.54 1.61 1.66 1.65 ... 
Commodity prices (6)      
WTI oil US$/barrel 51.58 50.06 49.59 50.75 ... ... 
Gold US$/ounce 1584 1575 1558 1553 ... ... 
CRB Futures index 404 404 404 404 ... ... 
        

        

(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 2019Q2 Jul 19 Aug 19 Sep 19 2019Q3 Oct 19 Nov 19 Dec 19 2019Q4 Jan 20 

 GDP (1) qpc 0.5    0.5    0.5  

United Industrial production (1) mpc  -0.2 0.8 -0.5  -0.5 0.8 -0.3  ... 

States CPI apc  1.8 1.7 1.7  1.8 2.1 2.3  ... 

[9.6% Unemployment rate (1) %  3.7 3.7 3.5  3.6 3.5 3.5  ... 

share of Employment change (1) 000s  166.0 219.0 193.0  152.0 256.0 145.0  ... 

total Retail sales value apc  3.5 4.4 4.0  3.1 3.3 5.8  ... 

goods House prices (2) apc  2.0 2.0 2.1  2.2 2.6 ...  ... 

exports] PMI manufacturing (1) index  51.3 48.8 48.2  48.5 48.1 47.8  50.9 

 
Consumer confidence 
(1)(3) index  135.8 134.2 126.3  126.1 126.8 128.2  131.6 

 GDP (1) qpc 0.5    0.4    ...  

 Industrial production (1) mpc  1.3 -1.2 1.7  -4.5 -1.0 1.3  ... 

Japan CPI apc  0.5 0.3 0.3  0.2 0.5 0.8  ... 

[6.1%] Unemployment rate (1) %  2.2 2.2 2.4  2.4 2.2 2.2  ... 

 Retail sales value apc  -2.0 1.8 9.2  -7.0 -2.1 -2.6  ... 

 PMI manufacturing (1) index  49.4 49.3 48.9  48.4 48.9 48.4  48.8 

 
Consumer confidence 
(1)(4) index  37.9 37.2 35.9  36.3 38.7 39.0  39.2 

 GDP (1) qpc 0.2    0.3    0.1  

 Industrial production (1) mpc  -0.4 0.6 0.0  -0.9 0.2 ...  ... 

Euro CPI apc  1.0 1.0 0.8  0.7 1.0 1.3  ... 

area Unemployment rate (1) %  7.6 7.5 7.5  7.5 7.5 7.4  ... 

[5.5%] Retail sales volume apc  2.3 2.8 2.9  1.8 2.3 1.3  ... 

 PMI manufacturing (1) index  46.5 47.0 45.7  45.9 46.9 46.3  47.9 

 Consumer confidence (5) index  -6.6 -7.1 -6.6  -7.6 -7.2 -8.1  -8.1 

 GDP (1) qpc -0.2    0.4    ...  

 Industrial production (1) mpc  0.2 -0.7 0.0  0.3 -1.2 ...  ... 

United CPI apc  2.0 1.8 1.8  1.5 1.4 1.3  ... 

Kingdom Unemployment rate (1) %  3.8 3.9 3.8  3.8 3.8 ...  ... 

[2.7%] Retail sales volume apc  3.5 2.6 2.9  3.2 0.8 0.8  ... 

 House prices (6) apc  0.3 0.6 0.2  0.4 0.8 1.4  1.9 

 PMI manufacturing (1) index  48.0 47.4 48.3  49.6 48.9 47.5  50.0 

 
Consumer confidence 
(1)(5) index  -6.9 -11.4 -9.8  -10.6 -8.8 -7.1  -6.5 

 GDP (1) qpc 0.6    0.4    ...  

 CPI apc 1.6    1.7    1.8  

Australia Unemployment rate (1) %  5.2 5.3 5.2  5.3 5.2 5.1  ... 

[15.8%] Retail sales value apc  2.6 2.9 2.0  2.7 3.2 2.4  ... 

 House Prices (7) apc -7.7    -3.9    ...  

 PMI manufacturing (1) index  51.3 53.1 54.7  51.6 48.1 48.3  45.4 

 Consumer confidence (8) index  96.5 100.0 98.2  92.8 97.0 95.1  93.4 

 GDP apc 6.2    6.0    6.0  

China Industrial production apc  4.8 4.4 5.8  4.7 6.2 6.9  ... 

[24.3%] CPI apc  2.8 2.8 3.0  3.8 4.5 4.5  ... 

 PMI manufacturing (1) index  49.7 49.5 49.8  49.3 50.2 50.2  50.0 

South GDP (1) qpc 1.0    0.4    1.2  

Korea Industrial production (1) mpc  2.8 -1.8 2.3  -1.5 -0.5 3.5  ... 

[3.0%] CPI apc  0.6 -0.0 -0.4  0.0 0.2 0.7  1.5 

             

             

 (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 
14 February 2020

The Reserve Bank held the OCR steady while 

ANZ’s Heavy Traffic index jumped, indicating an 

increase in economic activity. Labour productivity 

rose 0.5% in the year ended March 2019, and retail 

card spending fell 0.1% in January. Food prices 

saw their largest annual increase in eight years. 

RBNZ continued to ‘watch and wait’… 

In line with expectations, the Reserve Bank kept 

the Official Cash Rate unchanged at 1.0%. They 

noted that employment and inflation are both 

around target, but that low interest rates are still 

needed to work through global headwinds. Despite 

anticipating short-term impacts from the 

coronavirus outbreak, they expect strong economic 

growth in the second half of 2020, supported by 

government investment. 

…as the economy trucked along 

ANZ’s Heavy Traffic index jumped 4.8% month-

over-month in January after two weaker months, 

suggesting a strong start to the year (Figure 1). 

However, we expect that this momentum will be 

inhibited by the impacts of coronavirus. 

Figure 1: ANZ Heavy Traffic Index and GDP 

 

Source: ANZ, Stats NZ 

Soft productivity growth continued 

Labour productivity rose 0.5% in the year ended 

March 2019, with workers in the primary industries 

driving the growth. Capital and multifactor 

productivity, which reflect the output contributions 

of machinery, technology, and efficiency gains, 

grew 0.1% and 0.3% respectively (Figure 2). 

Figure 2: Productivity 

 
Source: Stats NZ 

Spending on food and beverages fell… 

Retail card spending fell again in January, down 

0.1% following a 0.9% drop in December. The 

largest decrease came from the hospitality industry, 

which fell 1.0%. The total value of electronic card 

spending, including services and non-retail, was up 

0.3% following a 0.6% fall in December. 

…and food prices soared 

Food prices rose 3.5% in January from the same 

month in 2019, the largest annual increase since 

2011. Price growth was driven by higher prices for 

meat, poultry and fish, and seasonal increases in 

the prices of fruit and vegetables (Figure 3). 

Meanwhile, rental property prices rose 0.3% in 

January for an annual increase of 3.3%, equal to 

the 5-year average of annual price growth. 

Figure 3: Food Prices 

 

Source: Stats NZ 
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Fallout from coronavirus continues… 

The virus outbreak continued to disrupt activity with 

cancelled conferences and sporting events around 

the world, an increasing number of companies 

issuing profit warnings, additional quarantine 

measures and extended work suspensions. 

Figure 4: Coronavirus cases spike higher 

 

Source: JP Morgan   

The number of reported infectious cases spiked 

higher this week (Figure 3), leading to a more 

cautious tone from market commentators around 

the likely duration and severity of the outbreak and 

stalling the upward trend in equity market prices. 

Prior to the release of the new figures, equity 

market participants appeared to be comfortable 

with the view that the slowing increase in the 

number of new infections would mean the virus 

would soon be brought under control and the 

economic impacts would be short-lived. Bond 

market participants appear to have been a bit more 

wary of longer-lived impacts and the potential for 

easier monetary policy. US 10-year yields have 

been hovering around 1.6% over the past two 

weeks or so, having started the year around 1.9%.     

…as oil demand falls…  

Global oil demand has been hit hard by the 

disruption to the Chinese economy. The 

International Oil Agency expects demand to fall in 

the first quarter of 2020, the first quarterly 

contraction in more than 10 years, and demand 

growth over 2020 is expected to be the weakest 

since 2011. Benchmark crude oil prices have fallen 

sharply: Brent and West Texas are both around 

15% lower that at the start of the year.    

…and the growth outlook for Asia weakens 

Annual growth in Taiwan lifted sharply to 3.8% in 

the December quarter, but the coronavirus will drag 

growth lower in the March quarter. Taiwan’s 

tourism and its supply chain linkages with China 

are the key sources of vulnerability. In Malaysia, 

annual GDP growth slowed to 3.6% in the 

December quarter and growth over the year eased 

to 4.3%. The near-term outlook is being impacted 

by the coronavirus outbreak, with tourism seen as 

bearing the brunt of the impact. The impacts on 

tourism are expected to be significant and some 

analysts expected targeted fiscal assistance, 

mainly for tourism, to be announced in coming 

weeks. This follows pre-emptive monetary easing 

in January.  In Singapore, the 2020 Budget, to be 

delivered on 18 February, is expected to contain 

measures to mitigate the coronavirus impacts.   

In Australia, most economists expect the 

coronavirus to detract 0.4 percentage points from 

growth in the March quarter. Meanwhile Australia’s 

NAB business survey for January, conducted 21 

January to 3 February, showed business conditions 

were unchanged from December at +3 index 

points, a little below the long-run average of +6. 

Business confidence edged up but remains 

subdued at post-2013 lows.   

More euro area weakness 

Elsewhere, euro area industrial production was 

2.1% lower in December than in November, and 

1.4% lower in the quarter, its third successive 

quarterly decline. PMIs suggest that a recovery is 

coming, but supply chain disruption from the 

coronavirus may delay any improvement. In the 

UK, GDP was flat in the December quarter, but 

grew 1.4% in the year ended December, above 

recent Bank of England potential growth estimates 

of 1.1%.  

In the United States, annual headline inflation rose 

to 2.5% in January, while inflation excluding food 

and energy was stable at 2.3%. The private 

consumption expenditure deflator, which is the 

Federal Reserve’s target inflation measure, has 

tracked below core inflation for some time and, at 

1.6%, is some way below the 2.0% target.    

Date Key NZ Data  Previous 

15 Feb REINZ housing 

market data 

National house 

price index:  +6.6% 

apc 

17 Feb International travel 

and migration 

Annual net 

migration: +41,500  



 

Weekly Economic Update – 14 February 2020 – The Treasury  Page 3 

        

Quarterly Indicators 2018Q3 2018Q4 2019Q1 2019Q2 2019Q3 2019Q4 

Real Production GDP (1) qpc 0.6 1.0 0.4 0.1 0.7 ... 

 aapc 3.2 3.2 3.1 2.8 2.7 ... 

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

Merchandise terms of trade apc -0.3 -4.8 -1.9 -1.0 1.0 ... 

CPI  inflation qpc 0.9 0.1 0.1 0.6 0.7 0.5 

 apc 1.9 1.9 1.5 1.7 1.5 1.9 

Employment (HLFS) (1) qpc 0.8 0.1 0.0 0.7 0.2 0.0 

Unemployment rate (1) % 4.0 4.3 4.1 4.0 4.1 4.0 

Participation rate (1) % 70.9 70.6 70.3 70.3 70.4 70.1 

LCI salary & wage rates - total (2) apc 1.8 1.9 2.0 2.1 2.5 2.6 

QES average hourly earnings - total (2) apc 2.9 3.1 3.4 4.4 4.2 3.6 

Core retail sales volume apc 3.7 5.0 3.9 3.6 5.4 ... 

Total retail sales volume apc 2.7 3.5 3.3 2.9 4.5 ... 

WMM - consumer confidence (3) Index 103.5 109.1 103.8 103.5 103.1 109.9 

QSBO - general business situation (1,4) net% -26.3 -21.4 -29.0 -33.3 -35.3 -26.1 

QSBO - own activity outlook (1,4) net% 10.5 15.5 4.7 -4.4 0.5 6.8 
        

Monthly Indicators Aug 19 Sep 19 Oct 19 Nov 19 Dec 19 Jan 20 

Merchandise trade balance (12 month 
total) NZ$m -5591 -5321 -5060 -4847 -4309 ... 

Dwelling consents - residential apc 6.0 30.8 16.4 2.7 22.2 ... 

House sales - dwellings apc -3.4 8.3 -0.3 0.4 12.3 ... 

REINZ - house price index apc 2.7 3.2 3.8 5.6 6.6 ... 

Estimated net migration (12 month total) people 44688 43217 42980 41478 ... ... 

ANZ NZ commodity price index apc 3.7 6.5 9.7 18.8 12.2 9.0 

ANZ world commodity price index apc 0.9 3.4 7.2 12.4 8.7 5.7 

ANZBO - business confidence net% -52 -54 -42 -26 -13 ... 

ANZBO - activity outlook net% -1 -2 -4 13 17 ... 
ANZ-Roy Morgan - consumer 
confidence net% 118 114 118 121 123 123 

        

Daily Indicators Fri Mon Tue Wed Thu Fri 
  7/2/20 10/2/20 11/2/20 12/2/20 13/2/20 14/2/20 

NZ exchange and interest rates (5)     
NZD/USD $ 0.6452 0.6407 0.6381 0.6439 0.6443 ... 
NZD/AUD $ 0.9601 0.9592 0.9533 0.9575 0.9590 ... 
Trade weighted index (TWI) index 71.7 71.4 71.1 71.6 71.7 ... 
Official cash rate (OCR) % 1.00 1.00 1.00 1.00 1.00 ... 
90 day bank bill rate % 1.25 1.24 1.23 1.22 1.22 ... 
10 year govt bond rate % 1.36 1.29 1.26 1.31 1.45 ... 
Share markets (6)      
Dow Jones index 29103 29277 29276 29551 29423 ... 
S&P 500 index 3328 3352 3358 3379 3374 ... 
VIX volatility index index 15.5 15.0 15.2 13.7 14.2 ... 
AU all ords index 7121 7108 7151 7185 7205 ... 
NZX 50 index 11761 11703 11835 11898 11881 ... 
US interest rates      
3 month OIS % 1.58 1.58 1.58 1.58 ... ... 
3 month Libor % 1.73 1.71 1.71 1.70 ... ... 
10 year govt bond rate % 1.59 1.56 1.59 1.62 1.61 ... 
Commodity prices (6)      
WTI oil US$/barrel 50.34 49.59 49.94 51.17 51.42 ... 
Gold US$/ounce 1573 1573 1571 1564 1575 ... 
CRB Futures index 402 402 403 402 ... ... 
        

        

(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 Jul 19 Aug 19 Sep 19 2019Q3 Oct 19 Nov 19 Dec 19 2019Q4 Jan 20 Feb 20 

 GDP (1) qpc    0.5    0.5   

United Industrial production (1) mpc -0.2 0.8 -0.5  -0.5 0.8 -0.3  ... ... 

States CPI apc 1.8 1.7 1.7  1.8 2.1 2.3  2.5 ... 

[9.6% Unemployment rate (1) % 3.7 3.7 3.5  3.6 3.5 3.5  3.6 ... 

share of Employment change (1) 000s 194.0 207.0 208.0  185.0 261.0 147.0  225.0 ... 

total Retail sales value apc 3.5 4.4 4.0  3.1 3.3 5.8  ... ... 

goods House prices (2) apc 2.0 2.0 2.1  2.2 2.6 ...  ... ... 

exports] PMI manufacturing (1) index 51.3 48.8 48.2  48.5 48.1 47.8  50.9 ... 

 
Consumer confidence 
(1)(3) index 135.8 134.2 126.3  126.1 126.8 128.2  131.6 ... 

 GDP (1) qpc    0.4    ...   

 Industrial production (1) mpc 1.3 -1.2 1.7  -4.5 -1.0 1.3  ... ... 

Japan CPI apc 0.5 0.3 0.3  0.2 0.5 0.8  ... ... 

[6.1%] Unemployment rate (1) % 2.2 2.2 2.4  2.4 2.2 2.2  ... ... 

 Retail sales value apc -2.0 1.8 9.2  -7.0 -2.1 -2.6  ... ... 

 PMI manufacturing (1) index 49.4 49.3 48.9  48.4 48.9 48.4  48.8 ... 

 
Consumer confidence 
(1)(4) index 37.9 37.2 35.9  36.3 38.7 39.0  39.2 ... 

 GDP (1) qpc    0.3    0.1   

 Industrial production (1) mpc -0.3 0.4 0.0  -0.9 0.0 -2.1  ... ... 

Euro CPI apc 1.0 1.0 0.8  0.7 1.0 1.3  ... ... 

area Unemployment rate (1) % 7.6 7.5 7.5  7.5 7.5 7.4  ... ... 

[5.5%] Retail sales volume apc 2.3 2.8 2.9  1.8 2.3 1.3  ... ... 

 PMI manufacturing (1) index 46.5 47.0 45.7  45.9 46.9 46.3  47.9 ... 

 Consumer confidence (5) index -6.6 -7.1 -6.6  -7.6 -7.2 -8.1  -8.1 ... 

 GDP (1) qpc    0.5    0.0   

 Industrial production (1) mpc -0.1 -0.7 0.2  0.1 -1.2 0.1  ... ... 

United CPI apc 2.0 1.8 1.8  1.5 1.4 1.3  ... ... 

Kingdom Unemployment rate (1) % 3.8 3.9 3.8  3.8 3.8 ...  ... ... 

[2.7%] Retail sales volume apc 3.5 2.6 2.9  3.2 0.8 0.8  ... ... 

 House prices (6) apc 0.3 0.6 0.2  0.4 0.8 1.4  1.9 ... 

 PMI manufacturing (1) index 48.0 47.4 48.3  49.6 48.9 47.5  50.0 ... 

 
Consumer confidence 
(1)(5) index -6.9 -11.4 -9.8  -10.6 -8.8 -7.1  -6.5 ... 

 GDP (1) qpc    0.4    ...   

 CPI apc    1.7    1.8   

Australia Unemployment rate (1) % 5.2 5.3 5.2  5.3 5.2 5.1  ... ... 

[15.8%] Retail sales value apc 2.6 2.9 2.0  2.7 3.2 2.4  ... ... 

 House Prices (7) apc    -3.9    ...   

 PMI manufacturing (1) index 51.3 53.1 54.7  51.6 48.1 48.3  45.4 ... 

 Consumer confidence (8) index 96.5 100.0 98.2  92.8 97.0 95.1  93.4 95.5 

 GDP apc    6.0    6.0   

China Industrial production apc 4.8 4.4 5.8  4.7 6.2 6.9  ... ... 

[24.3%] CPI apc 2.8 2.8 3.0  3.8 4.5 4.5  5.4 ... 

 PMI manufacturing (1) index 49.7 49.5 49.8  49.3 50.2 50.2  50.0 ... 

South GDP (1) qpc    0.4    1.2   

Korea Industrial production (1) mpc 2.8 -1.8 2.3  -1.5 -0.5 3.5  ... ... 

[3.0%] CPI apc 0.6 -0.0 -0.4  0.0 0.2 0.7  1.5 ... 

             

             

 (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 
21 February 2020

Growth in visitor arrivals and net migration inflows 

continued to ease in December. The housing 

market rebound continued in January, with 

mortgage costs falling while rents increased. 

Services industries continue to outperform 

manufacturing. 

Chinese visitor arrivals continue to drop… 

Visitor arrivals from China dropped 9.2% in the 

December 2019 year, and travel restrictions 

imposed on 2 February mean that numbers will 

likely continue to fall in the coming months. Total 

visitor arrivals grew 0.8% to 3.9 million, the lowest 

growth in a December year since 2013 (Fig. 1). 

Figure 1: Visitor arrivals 

 
Source: Stats NZ 

…along with net migration 

Net migration continues to decline from the 2016 

high of 64,000 reaching an estimated 43,800 in the 

year to December 2019. Net migration outflows of 

NZ citizens increased to an estimated 9,000 as 

non-citizen net migration inflows fell to 52,800. 

Milk prices slip further… 

The milk price index fell by 2.9% at Wednesday 

morning’s GlobalDairyTrade auction, amid 

concerns about the impact of COVID-19 on 

Chinese demand. The price of whole milk powder 

fell 2.6% following a 6.2% drop on February 5. 

…but overall producer prices are up 

Prices for goods and services produced in NZ rose 

0.4% in the December 2019 quarter, for an annual 

average rate of 2.0%. Producer price growth has 

steadily declined since the end of 2017. 

Services continue to outperform manufacturing 

The BusinessNZ Performance of Manufacturing 

Index remained flat in January at slightly below the 

‘break-even’ level of 50. The Services Index 

surprised to the upside, jumping 5 points to its 

highest level since March 2018 (Fig. 2). 

Figure 2: BNZ - BusinessNZ Performance Indexes 

 

Source: BNZ - BusinessNZ  

Rents are up and mortgages are down… 

The Household Economic Survey for the year 

ended June 2019 showed median household 

disposable income after housing costs up 3.3% 

over the year. Rent payments rose 10.5% as 

mortgage payments fell 9.6% on low interest rates. 

…as the housing market rebounds 

The national housing market experienced its 

busiest January in 4 years and the national REINZ 

House Price Index (HPI) was up 7.0% on January 

2019. Price growth in regions outside of Auckland 

was 9.1% compared to 4.4% in Auckland (Fig. 3). 

Figure 3: House Prices and Sales 

 
Source: REINZ  
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COVID-19 cases rise sharply outside China… 

The number of reported new COVID-19 cases in 

China continued to decline following last week’s 

spike. However, the number of reported cases 

outside China rose, driven by a sharp rise in Korea, 

while reported cases in Singapore and Japan 

ticked up. The spread of the virus raises the 

prospect of similar containment measures to those 

in China and of a further hit to economic activity in 

the region.  

…as policy support increases… 

China’s central bank took further steps to support 

activity, reducing rates on its medium-term lending 

facility and its 1-year prime loan. Elsewhere, 

Indonesia’s central bank cut its policy rate, by 25 

basis points to 4.75%, citing the impact of  

COVID-19 on tourism, investment and trade. Some 

analysts expect the Bank of Korea to cut its policy 

rate next week. Singapore’s 2020 budget 

announced a range of measures to counter the 

COVID-19 impacts, amounting to 1.1% (S$5.6bn) 

of GDP – the largest component being a $S1.3bn 

wage credit for 1.9 million workers.  

…and regional growth slows  

In Japan, December quarter GDP fell 1.6% (-0.4% 

from a year ago), driven by weak private 

consumption (-2.9%) and private capital investment 

(-3.7%), and after the rise in VAT on 1 October 

2019 (Fig 4). Analysts view Japan as at risk of a 

technical recession, with March quarter activity 

likely to be hampered by the COVID-19 outbreak. 

December quarter GDP growth also slowed in 

Thailand, and remained subdued in Singapore. 

Both are exposed to the risk of another weak 

quarter in March 2020 from COVID-19 spill-overs.   

Figure 4: Slower growth in Asia   

 

Source: Haver Analytics   

US manufacturing outlook improves 

In the United States, supply chain disruption in 

China prompted Apple and Proctor and Gamble to 

issue warnings of lower March quarter earnings. 

However, US manufacturing sentiment showed 

little impact from the virus with both the 

Philadelphia Fed and Empire State manufacturing 

indexes rising strongly in February. This followed 

January’s dip in industrial production that partly 

reflected disruptions to Boeing’s aircraft orders.          

Australian wage growth remains subdued  

In Australia, the unemployment rate rose to 5.3% in 

January, from 5.1% in December, alongside an 

increase in the participation rate. Employment 

growth remained solid, up 1.9% from a year ago.    

Australia’s wage price index rose 2.2% in the 

December quarter from the same quarter a year 

ago (Fig. 5). A decline in the unemployment rate is 

likely needed to drive wage growth higher and push 

annual inflation towards the central bank’s 2-3% 

target range, from 1.8% in the December quarter.  

Figure 5: Australian wage growth remains subdued    

 

Source: Haver Analytics   
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Quarterly Indicators 2018Q3 2018Q4 2019Q1 2019Q2 2019Q3 2019Q4 

Real Production GDP (1) qpc 0.6 1.0 0.4 0.1 0.7 ... 

 aapc 3.2 3.2 3.1 2.8 2.7 ... 

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

Merchandise terms of trade apc -0.3 -4.8 -1.9 -1.0 1.0 ... 

CPI  inflation qpc 0.9 0.1 0.1 0.6 0.7 0.5 

 apc 1.9 1.9 1.5 1.7 1.5 1.9 

Employment (HLFS) (1) qpc 0.8 0.1 0.0 0.7 0.2 0.0 

Unemployment rate (1) % 4.0 4.3 4.1 4.0 4.1 4.0 

Participation rate (1) % 70.9 70.6 70.3 70.3 70.4 70.1 

LCI salary & wage rates - total (2) apc 1.8 1.9 2.0 2.1 2.5 2.6 

QES average hourly earnings - total (2) apc 2.9 3.1 3.4 4.4 4.2 3.6 

Core retail sales volume apc 3.7 5.0 3.9 3.6 5.4 ... 

Total retail sales volume apc 2.7 3.5 3.3 2.9 4.5 ... 

WMM - consumer confidence (3) Index 103.5 109.1 103.8 103.5 103.1 109.9 

QSBO - general business situation (1,4) net% -26.3 -21.4 -29.0 -33.3 -35.3 -26.1 

QSBO - own activity outlook (1,4) net% 10.5 15.5 4.7 -4.4 0.5 6.8 
        

Monthly Indicators Aug 19 Sep 19 Oct 19 Nov 19 Dec 19 Jan 20 

Merchandise trade balance (12 month 
total) NZ$m -5591 -5321 -5060 -4847 -4309 ... 

Dwelling consents - residential apc 6.0 30.8 16.4 2.7 22.2 ... 

House sales - dwellings apc -3.4 8.3 -0.3 1.0 16.3 3.2 

REINZ - house price index apc 2.7 3.2 3.8 5.5 6.5 6.9 

Estimated net migration (12 month total) people 47344 46790 46751 44966 43765 ... 

ANZ NZ commodity price index apc 3.7 6.5 9.7 18.8 12.2 9.0 

ANZ world commodity price index apc 0.9 3.4 7.2 12.4 8.7 5.7 

ANZBO - business confidence net% -52 -54 -42 -26 -13 ... 

ANZBO - activity outlook net% -1 -2 -4 13 17 ... 
ANZ-Roy Morgan - consumer 
confidence net% 118 114 118 121 123 123 

        

Daily Indicators Thu Fri Mon Tue Wed Thu 
  13/2/20 14/2/20 17/2/20 18/2/20 19/2/20 20/2/20 

NZ exchange and interest rates (5)     
NZD/USD $ 0.6443 0.6440 0.6435 0.6421 0.6398 0.6390 
NZD/AUD $ 0.9590 0.9581 0.9580 0.9596 0.9562 0.9571 
Trade weighted index (TWI) index 71.7 71.7 71.6 71.6 71.4 71.4 
Official cash rate (OCR) % 1.00 1.00 1.00 1.00 1.00 1.00 
90 day bank bill rate % 1.22 1.21 1.19 1.18 1.17 1.16 
10 year govt bond rate % 1.45 1.40 1.36 1.34 1.33 1.34 
Share markets (6)      
Dow Jones index 29423 29398 ... 29232 29348 29220 
S&P 500 index 3374 3380 ... 3370 3386 3373 
VIX volatility index index 14.2 13.7 ... 14.8 14.4 15.6 
AU all ords index 7205 7227 7221 7208 7237 7255 
NZX 50 index 11881 11835 11874 11936 11981 12065 
US interest rates      
3 month OIS % 1.58 1.58 1.58 1.59 1.59 ... 
3 month Libor % 1.69 1.69 1.69 1.69 1.70 ... 
10 year govt bond rate % 1.61 1.59 ... 1.55 1.56 1.52 
Commodity prices (6)      
WTI oil US$/barrel 51.42 52.03 ... 52.10 53.29 53.78 
Gold US$/ounce 1575 1581 1581 1590 1604 1619 
CRB Futures index 402 401 ... 403 403 ... 
        

        

(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 Jul 19 Aug 19 Sep 19 2019Q3 Oct 19 Nov 19 Dec 19 2019Q4 Jan 20 Feb 20 

 GDP (1) qpc    0.5    0.5   

United Industrial production (1) mpc -0.2 0.7 -0.3  -0.4 0.9 -0.4  -0.3 ... 

States CPI apc 1.8 1.7 1.7  1.8 2.1 2.3  2.5 ... 

[9.6% Unemployment rate (1) % 3.7 3.7 3.5  3.6 3.5 3.5  3.6 ... 

share of Employment change (1) 000s 194.0 207.0 208.0  185.0 261.0 147.0  225.0 ... 

total Retail sales value apc 3.5 4.4 4.0  3.1 3.3 5.5  4.4 ... 

goods House prices (2) apc 2.0 2.0 2.1  2.2 2.6 ...  ... ... 

exports] PMI manufacturing (1) index 51.3 48.8 48.2  48.5 48.1 47.8  50.9 ... 

 
Consumer confidence 
(1)(3) index 135.8 134.2 126.3  126.1 126.8 128.2  131.6 ... 

 GDP (1) qpc    0.1    -1.6   

 Industrial production (1) mpc 1.3 -1.2 1.7  -4.5 -1.0 1.2  ... ... 

Japan CPI apc 0.5 0.3 0.3  0.2 0.5 0.8  0.6 ... 

[6.1%] Unemployment rate (1) % 2.2 2.2 2.4  2.4 2.2 2.2  ... ... 

 Retail sales value apc -2.0 1.8 9.2  -7.0 -2.1 -2.6  ... ... 

 PMI manufacturing (1) index 49.4 49.3 48.9  48.4 48.9 48.4  48.8 ... 

 
Consumer confidence 
(1)(4) index 37.9 37.2 35.9  36.3 38.7 39.0  39.2 ... 

 GDP (1) qpc    0.3    0.1   

 Industrial production (1) mpc -0.3 0.4 0.0  -0.9 0.0 -2.1  ... ... 

Euro CPI apc 1.0 1.0 0.8  0.7 1.0 1.3  ... ... 

area Unemployment rate (1) % 7.6 7.5 7.5  7.5 7.5 7.4  ... ... 

[5.5%] Retail sales volume apc 2.3 2.8 2.9  1.8 2.3 1.3  ... ... 

 PMI manufacturing (1) index 46.5 47.0 45.7  45.9 46.9 46.3  47.9 ... 

 Consumer confidence (5) index -6.6 -7.1 -6.6  -7.6 -7.2 -8.1  -8.1 -6.6 

 GDP (1) qpc    0.5    0.0   

 Industrial production (1) mpc -0.1 -0.7 0.2  0.1 -1.2 0.1  ... ... 

United CPI apc 2.0 1.8 1.8  1.5 1.4 1.3  ... ... 

Kingdom Unemployment rate (1) % 3.8 3.9 3.8  3.8 3.8 3.8  ... ... 

[2.7%] Retail sales volume apc 3.4 2.5 2.7  3.0 0.7 0.8  0.7 ... 

 House prices (6) apc 0.3 0.6 0.2  0.4 0.8 1.4  1.9 ... 

 PMI manufacturing (1) index 48.0 47.4 48.3  49.6 48.9 47.5  50.0 ... 

 
Consumer confidence 
(1)(5) index -6.9 -11.4 -9.8  -10.6 -8.8 -7.1  -6.5 ... 

 GDP (1) qpc    0.4    ...   

 CPI apc    1.7    1.8   

Australia Unemployment rate (1) % 5.2 5.3 5.2  5.3 5.2 5.1  5.3 ... 

[15.8%] Retail sales value apc 2.6 2.9 2.0  2.7 3.2 2.4  ... ... 

 House Prices (7) apc    -3.9    ...   

 PMI manufacturing (1) index 51.3 53.1 54.7  51.6 48.1 48.3  45.4 ... 

 Consumer confidence (8) index 96.5 100.0 98.2  92.8 97.0 95.1  93.4 95.5 

 GDP apc    6.0    6.0   

China Industrial production apc 4.8 4.4 5.8  4.7 6.2 6.9  ... ... 

[24.3%] CPI apc 2.8 2.8 3.0  3.8 4.5 4.5  5.4 ... 

 PMI manufacturing (1) index 49.7 49.5 49.8  49.3 50.2 50.2  50.0 ... 

South GDP (1) qpc    0.4    1.2   

Korea Industrial production (1) mpc 2.8 -1.8 2.3  -1.5 -0.5 3.5  ... ... 

[3.0%] CPI apc 0.6 -0.0 -0.4  0.0 0.2 0.7  1.5 ... 

             

             

 (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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