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September 2022 Quarter 

  Exp Prev 

Labour Market 

Unemployment 
rate (sa) 

% 3.1%  3.3%  

Participation 
rate (sa) 

% 70.9%  70.8%  

Employment 
(sa) 

q/q 0.5%  0.0%  

Employment y/y 0.3%  1.6%  

Wages 

LCI private 
sector wages 
(ex-overtime)  

q/q 1.1%  1.3%  

LCI private 

sector wages 
(ex-overtime) 

y/y 3.9%  3.4%  

QES private 

sector hourly 
earnings 

q/q 2.3%  2.3%  

QES private 

sector hourly 
earnings 

y/y 8.2%  7.0%  

 

Record wage growth beckons 

• Q3 data next week should confirm that the Kiwi labour market remained 

exceptionally tight in the September quarter. Data volatility means it’s 

highly uncertain where unemployment will actually land (we’ve pencilled 

in a 0.2ppt drop to 3.1%), but the overall release is expected to confirm 

that the inflationary chasm between labour demand and supply in New 

Zealand continues. 

 Wage growth is likely to accelerate again, with private sector average 

hourly earnings picked to rise 2.3% q/q (8.2% y/y), comfortably 

exceeding annual inflation of 7.2%. Productivity-adjusted private sector 

labour costs, meanwhile, are forecast to have lifted 3.9% y/y. Both 

measures of annual wage growth are expected to see their strongest 

prints on record (albeit in data only going back to the 1990s).  

 Next week’s data may not shift the dial for the November MPS (where a 

75bp hike is widely expected after last week’s shock CPI print), 

especially given that the RBNZ in August was expecting an even faster 

rise in wages than we are now. But a stronger-than-expected set of data 

could firm up expectations for another 75bp hike in February (ie our 

forecast).  

The view 

Business surveys (in particular the ANZ Business Outlook and QSBO), 

monthly filled jobs numbers, and online job ads data all point to one 

conclusion: labour demand remained far in excess of supply in the New 

Zealand labour market over the September quarter. HLFS data volatility 

means it’s uncertain whether this labour market tightness will be reflected in 

a lower unemployment rate (we’ve pencilled in a 0.2ppt drop in 

unemployment to 3.1%, but with a wide margin for error). However, wage 

inflation is very much expected to reflect incredibly tight labour market 

conditions. We anticipate private sector average hourly earnings growth 

accelerated to 8.2% y/y (vs. 7.0% in Q2), and private sector productivity-

adjusted labour costs are forecast to have increased by 3.9% y/y (vs. 3.4% 

in Q2). That would see both measures of annual wage growth reaching 

record highs (although the data only goes back to the early 1990s). 

After three quarters in a row of zero (or slightly negative) employment 

growth, timely indicators point to reasonable growth in employment during 

the September quarter. Filled jobs were up 1.0% q/q (on a 3-month 

moving-average basis), and in the Q3 QSBO, a net 9% of firms reported 

increasing headcount in Q3. That was down slightly from 13% in Q2, but 

still points to a positive number for jobs growth. The HLFS employment data 

are notoriously volatile, but taking what signal we can from the indicators, 

we’ve pencilled in a 0.5% q/q (0.3% y/y) increase in employment. That 

translates into unemployment easing 0.2ppts to 3.1%, assuming the 

participation rate lifts 0.1ppts to 70.9%.  

Picking how quarterly moves in volatile HLFS data will flow through to 

unemployment is tricky. For example, if the participation rate remained flat 

at 70.8%, but employment still lifted 0.5% q/q, then Q3 unemployment 

could pick up a 2-handle. Or, if we flow through the 1.0% q/q lift in monthly 

https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/NZ-Economic-Acronyms-Definitions.pdf
https://bit.ly/ANZ-CPI-and-OCR-Call-Change
https://bit.ly/ANZ-CPI-and-OCR-Call-Change
bit.ly/ANZ-BO-20221026
bit.ly/ANZ-QSBO-2022Q3
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filled jobs directly into our employment pick, unemployment could also be 

comfortably into the 2s (but HLFS employment and monthly filled jobs 

measure slightly different things, so their quarterly percent changes don’t 

line up quite that neatly). As always, the potential for volatility in the data 

means we’ll be looking at the whole suite of labour market data, rather than 

just the headline unemployment rate, before concluding whether it was a 

‘strong’ or ‘weak’ print. 

Monetary policy implications 

Next week’s data is unlikely to shift the dial too much for the November MPS 

(23 November). A 75bp OCR hike is widely expected after last week’s shock 

inflation print, and the hurdle is exceptionally high for more than that. The 

RBNZ also already had a high wage forecast (with private sector average 

hourly earnings forecast to hit 8.3% y/y in the August MPS). And any 

surprise in the other direction is likely to be discounted as noise, given all 

the other evidence that the labour market remains extremely stretched. 

However, if we do see a hawkish surprise (whether that be higher-than-

expected wage growth, lower unemployment, or a combination of the two), 

then the data could firm up expectations for another 75bp hike at the 

February meeting (our forecast). With the current inflation surge likely to 

become an increasingly domestic phenomenon (ie driven by domestic 

conditions, rather than global price pressures), any unexpected strength in 

the domestic labour market raises the risk that underlying inflation will 

continue to exceed expectations (therefore requiring more aggressive rate 

hikes).  

The labour market is out of balance. Job vacancies have skyrocketed, and 

remain well in excess of pre-pandemic levels. Meanwhile, domestic labour 

supply is extremely well utilised compared to history, with unemployment 

close to record lows and participation close to record highs. Consequently, 

measures of labour market tightness have been off the charts (and likely 

remained so in Q3 – figure 1).  

Figure 1. Job vacancy index to unemployment ratio 

 

When demand is greater than supply, that pushes up prices (in this case 

wages). And absent a commensurate jump in productivity, those higher 

wages flow through to higher inflation. The RBNZ therefore needs to bring 

balance back to the labour market to have any hope of taming domestic 

inflation pressures.  

https://bit.ly/ANZ-CPI-and-OCR-Call-Change
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In an ideal world, that adjustment would come through significant falls in 

job vacancies being posted, rather than outright job losses. But in reality, 

the speed of the RBNZ’s hiking cycle means that the domestic economy is in 

for a tough 2023 (avoiding a technical recession in our forecasts thanks only 

to the recovery of tourism from pandemic lows). And that means we will 

likely see unemployment rise over 2023 and into 2024.  

Unfortunately, the RBNZ can’t afford to go easy on inflation. It’s cold 

comfort for those at the more tenuous end of the labour market, but the 

earlier the RBNZ gets inflation under control, the less damage it will end up 

doing to the economy and the labour market in the long run. But barring 

some miraculous recovery in the supply-side of the economy, that reduction 

in inflation will come at the cost of lower economic growth and worse labour 

market outcomes than otherwise in the near term as the RBNZ uses its 

interest rate lever to haul demand back in line with supply in the economy. 

 

Figure 2. Employment and monthly filled jobs 

 

Figure 4. HLFS employment growth  

 

Figure 3. Unemployment and participation  

 

Figure 5. Wage growth  
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document are (a) not personal advice nor financial advice about any product or service; (b) provided for information only; 
and (c) intended to be general in nature and does not take into account your financial situation or goals.  
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as set out below. 
This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant 
website (recipients).  
This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by 
ANZ to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.  
Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for 
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or 
regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and 
services mentioned in this document may not be available in all countries. 
ANZ in no way provides any financial, legal, taxation or investment advice to you in connection with any product or service discussed in 
this document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice 
having regard to their particular circumstances.  
Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ 
does not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform 
you of any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document. 
Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. 
Unless specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all 
price information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.  
ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in 
both profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in 
this document may not be suitable for all investors, and transacting in these products or services may be considered risky. 
ANZ expressly disclaims 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 this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by 
any regulatory body or authority in any jurisdiction. 
ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in 
the products or services described in this document, and their staff and introducers of business may share in such fees or remuneration 
that may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further, 
they or their customers may have or have had interests or long or short positions in the products or services described in this document, 
and may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in 
such products. This document is published in accordance with ANZ’s policies on conflicts of interest and ANZ maintains appropriate 
information barriers to control the flow of information between businesses within it and its Affiliates. 
Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of 
interest. 
Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking 
Group Limited (ANZ). 
Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here 
or request from your ANZ point of contact. 
Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered 
or sold in Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM. 
Brunei, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on a 
cross-border basis. 
Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request.  
This does not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the 
basis of, or be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake 
banking operations or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree, 
represent and warrant that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing 
the terms of our engagement. 
Canada. This document is general information only, is intended for institutional use only – not retail, and is not meant to be tailored to 
the needs and circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell 
any security or other financial instrument or to employ a specific investment strategy. 
Chile. You understand and agree that ANZ Banking Group Limited is not regulated by Chilean Authorities and that the provision of this 
document is not subject to any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile. 
Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice.  
Fiji investors must seek licensed professional advice should they wish to make any investment in relation to this document. 
Hong Kong. This document is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong 
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate 
finance) regulated activities.  The contents of this document have not been reviewed by any regulatory authority in Hong Kong. If you 
are in any doubt about any of the contents of this document, you should obtain independent professional advice. 
India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on 
it your name and place of printing.  
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Portfolio Management Law, 1995 (“Investment Advice Law”) and does not hold the insurance coverage required of a licensee pursuant 
to the Investment Advice Law. This publication has been prepared exclusively for Qualified Clients as such term is defined in the First 
Schedule to the Investment Advice Law. As a prerequisite to the receipt of a copy of this publication a recipient will be required to 
provide confirmation and evidence that it is a Qualified Client. Nothing in this publication should be considered Investment Advice or 
Investment Marketing as defined in the Investment Advice Law. Recipients are encouraged to seek competent investment advice from a 
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New Zealand. This material is for information purposes only and is not financial advice about any product or service. We recommend 
seeking financial advice about your financial situation and goals before acquiring or disposing of (or not acquiring or disposing of) a 
financial product. 
Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business 
or provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman (CBO) or Oman’s 
Capital Market Authority (CMA). The information contained in this document is for discussion purposes only and neither constitutes 
an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital 
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of any products or services of such an entity or distribution or re-distribution of this document in the PRC. So, the products and services of 
such entities are not being offered or sold within the PRC by means of this document or any other document. This document may not be 
distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and 
regulations. If and when the material accompanying this document relates to the products and/or services of ANZ China, the following 
statement and the text below is applicable: This document is distributed by ANZ China in the Mainland of the PRC. 
Peru. The information contained in this document has not been, and will not be, registered with or approved by the Peruvian 
Superintendency of the Securities Market (Superintendencia del Mercado de Valores, SMV) or the Lima Stock Exchange (Bolsa de Valores 
de Lima, BVL) or under the Peruvian Securities Market Law (Legislative Decree 6 861), and will not be subject to Peruvian laws applicable 
to public offerings in Peru. To the extent this information refers to any securities or interests, it should be noted the securities or interests 
may not be offered or sold in Peru, except if (i) such securities or interests were previously registered with the Peruvian Superintendency 
of the Securities Market, or (ii) such offering is considered a private offering in Peru under the securities laws and regulation of Peru. 
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• lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority, 
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