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MORE QUESTIONS THAN ANSWERS

SUMMARY

e Consumer confidence was largely unchanged in October. To see
consumer confidence tread water against a backdrop of growing
international unease is encouraging.

¢ Whether this relative robustness reflects the feel-good factor of a
major sporting event or other dynamics remains to be seen.

o« However, the level continues to flag hard graft for the spending side
of the economy.

The ANZ-Roy Morgan Consumer Confidence measure dipped
marginally from 112.6 to 112.2 in October. The Future Conditions
index fell 0.3 points to 117.2 while the Current Conditions index fell 0.4
points to 104.8. In general terms, consumer confidence has been flat-
lining since the middle of the year.

Technically there is a mild seasonal element to consumer confidence.
Confidence tends to get weighed down by winter and buoyed by summer.
When such mild seasonal influences are taken into account,
consumer confidence is down 9 points from its June peak. This
raises a potential red flag, but given the global backdrop and the volatility
confidence surveys can exhibit from month to month, we are wary of
reading too much into it. Suffice to say that the current global backdrop
would normally be associated with a sharp tail-off in consumer
confidence. To date, this has failed to occur. Hence we find the spirit of
the results encouraging.

The level of confidence flags continued hard graft for the
economy. While consumers’ perception of current conditions is above
the key 100 mark, and has been for four months, the absolute level
suggests continuing caution. Things are certainly better than in the early
part of the year, but not sufficiently for wallets to be opened en masse.
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Looking at the five components that make up the overall measure of
consumer confidence; perceptions of households’ current financial position
improved from -19 to -9. The proportion of households expecting to be
better off in twelve months lifted from +24 to +29. Perception towards the
general economy moved from -4 to -5. Confidence in the five-year outlook
remains upbeat but eased from a net +33 to a net +28. Views on whether
it is a good or bad time to buy a major household item softened from +29

to +18.
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Looking at the detail reveals males are more optimistic than females,
lifting from 114 to 118.5. Conversely, female confidence retreated from
111.2 to 106.2. Different outlooks were noted across age groups,
with confidence lifting in the 14 to 34 group but retreating for those aged
35 plus. However, moves across all age segments were generally small.
The Auckland region remains the most optimistic, but sentiment in
Wellington and the remainder of the North Island lifted to close the
gap a little. Conversely, sentiment in Canterbury and the remainder
of the South Island eased, though all remain above the key 100 level.

General inflation expectations eased, and house price expectations
slipped very slightly. Households expect general inflation to average 3.4
percent per annum over the next two years (down from 3.9 percent in
September). Household inflation expectations have generally wobbled
around 3.5 to 4 percent since the start of the year. While such measures
are generally a poor bellwether for inflation itself, they do provide some
value in terms of wage bargaining expectations, an area we will watch with
interest given the spike in headline inflation to 5.0 percent. House prices
are expected to rise 2.7 percent per year on average over the next 2
years, down from September’s 2.8 percent.

Overall, we find the spirit of October’s confidence report
heartening, though a clear amount of caution is evident. A degree
of cautious optimism remains evident. Given the increasingly bleak
international backdrop and plethora of bad news dominating headlines, to
see consumer confidence tread water is hugely encouraging. However,
whether this partly reflects the temporary feel-good factor
associated with a one-off event will not be known for another
couple of months.
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Survey Summary Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11
No. of Interviews 1,103 1,078 1,030 1,012 1,048 1,037

Q1. Would you say you and your family are better-off financially or worse off than you were at this time last year?

Better Off 25
Worse Off 40 46 48 40 41 47 42 35
-16 -21 -26 -16 -14 -21 -19 -9

Q2. This time next year, do you and your family expect to be better-off financially or worse off than you are now?
Better Off 45 42 43 48 44 48 44 45
Worse Off 24 25 23 20 20 21 20 17

21 18 20 29 24 27 24 29

Q3. Thinking of economic conditions in New Zealand as a whole. In the next 12 months, do you expect we’ll have good
times financially, bad times or some good and some bad?

Good Times
Bad Times
Net Balance

Q4. Looking ahead, what would you say is more likely, that in New Zealand as a whole, we’ll have continuous good times
during the next five years or so, or we’ll have bad times, or some good and some bad?

Good Times
Bad Times
Net Balance

Good Time to Buy
Bad Time to Buy
Net Balance

ANZ Roy Morgan Consumer Confidence Rating (100 plus the unweighted average of the five net balances)

Overall Index 101.4 101.4 103.3 112.5 109.4 113.3 112.6 112.2
Current Conditions 94.1 93.5 91.5 99.6 100.1 106.1 105.2 104.8
Future Conditions 106.4 106.6 111.2 121.2 115.6 118.1 117.5 117.2
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IMPORTANT NOTICE

NEW ZEALAND DISCLAIMER

This publication is for information purposes only. Its content is intended to be of general nature, does not take into account
your financial situation or goals, and is not a personalised adviser service under the Financial Advisers Act 2008. It is
recommended you seek advice from a financial adviser which takes into account your individual circumstances before you
acquire a financial product. This publication does not constitute an offer to sell or solicitation to buy any security or other
financial instrument. No part of this publication can be reproduced, altered, transmitted to, copied to or distributed to any
other person without the prior express permission of ANZ National Bank Limited (the “Bank™).

This publication is a necessarily brief and general summary of the subjects covered. The information contained in this
publication is given in good faith, has been derived from sources perceived by it to be reliable and accurate and the Bank
shall not be obliged to update any such information after the date of this publication. To the extent permitted by law, neither
the Bank nor any other person involved in the preparation of this publication accepts any liability for the content of this
publication (including the accuracy or completeness thereof) or for any consequences flowing from its use.

UNITED STATES DISCLAIMER

This publication is being distributed in the United States by ANZ Securities, Inc. (Member of FINRA [www.finra.org] and
registered with the SEC) (“ANZ S”) (an affiliated company of Australia and New Zealand Banking Group Limited (“ANZBG”)
and the Bank), which accepts responsibility for its content. Further information on any securities referred to herein may be
obtained from ANZ S upon request. Any US person(s) receiving this publication and wishing to effect transactions in any
fixed income securities referred to herein should contact ANZ S 277 Park Avenue, 31st Floor, New York, NY 10172 USA, Tel:
1-212-801-9160, Fax: 1-212-801-9163, not its affiliates.

This publication is issued on the basis that it is only for the information of the particular person to whom it is provided. This
publication may not be reproduced, distributed or published by any recipient for any purpose. This publication does not take
into account your personal needs and financial circumstances. Under no circumstances is this publication to be used or
considered as an offer to sell, or a solicitation of an offer to buy.

In addition, from time to time ANZBG, the Bank, ANZ S, their affiliated companies, or their respective associates and
employees may have an interest in any financial products (as defined by the Australian Corporations Act 2001), securities or
other investments, directly or indirectly the subject of this publication (and may receive commissions or other remuneration
in relation to the sale of such financial products, securities or other investments), or may perform services for, or solicit
business from, any company the subject of this publication. If you have been referred to ANZBG, the Bank, ANZ S or their
affiliated companies by any person, that person may receive a benefit in respect of any transactions effected on your behalf,
details of which will be available upon request.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The
views expressed in this publication accurately reflect the author’s personal views, including those about any and all of the
securities and issuers referred to herein. The author however makes no representation as to its accuracy or completeness and
the information should not be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the
date of this publication and are subject to change without notice. No part of the author’'s compensation was, is or will be
directly or indirectly related to specific recommendations or views expressed in this publication. ANZBG, the Bank, ANZ S,
their affiliated companies, their respective directors, officers, and employees disclaim any responsibility, and shall not be
liable, for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or indirectly (and
whether in tort (including negligence), contract, equity or otherwise) out of or in connection with the contents of and/or any
omissions from this communication except where a Liability is made non-excludable by legislation.

This document has been prepared by ANZ National Bank Limited. ANZ (part of ANZ National Bank Limited), Level 7, 1 Victoria
Street, Wellington 6011, New Zealand Phone 64-4-802 2000 Fax 64-4-496 8639 http://www.anz.co.nz e-mail
nzeconomics@anz.com



