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Still very subdued

Key points

ANZ-Roy Morgan consumer confidence rose 1 point in January to 93.6.
Perceptions of current conditions jumped, but confidence about the
future fell.

Inflation expectations bounced back, lifting from 3.9% to 4.3%.

Figure 1. ANZ-Roy Morgan Consumer Confidence
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Turning to the detail:

The future conditions index made up of forward-looking questions fell 3
points to 99, while the current conditions index rose 5 points to 85.

Perceptions of current personal financial situations rose another 4 points
to -12%, still low but the highest since January 2022.

A net 19% expect to be better off this time next year, down 6 points.

A net 19% think it's a bad time to buy a major household item, up 6
points. That's the highest level since August 2022 - probably related to
falling inflation — but the weak level suggests ongoing soft per capita
spending.

Perceptions regarding the economic outlook in 12 months’ time eased 1
point to -22%. The 5-year-ahead measure also fell 1 point, to +1%.

House price inflation expectations were drifted lower to 3.9% y/y.
Wellington has now fallen to the back of the pack at 3.4% y/y

Two-year-ahead CPI inflation expectations lifted from 3.9% to 4.3%.
Household inflation expectations can be volatile, but they did a good job
of identifying the inflation pick-up promptly in 2020, so are worth
watching on the way down as well.


https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/NZ-Economic-Acronyms-Definitions.pdf
https://bit.ly/ANZ-CPI-Review-2023Q4

The wide gap between the current and forward-looking questions in the
survey is starting to close. It's early days, but such a pattern is typical as an
economy recovers after a recession (figure 2).

Figure 2. Current and future conditions indexes
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Inflation expectations bounced from 3.9% to 4.3% (figure 3) but are still
trending downward quite sharply. Household inflation expectations are of
secondary importance insofar as households don't set prices, but their
expectations matter insofar as they can impact wage demands and also the
ease with which businesses can pass through price increases. The fact that
petrol prices remain well off their highs has likely helped maintain the
downward trajectory of inflation expectations.

Figure 3. Consumer inflation expectations and petrol prices
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Consumers continue to report ongoing extreme wariness about purchasing
major household items, but this question is well off its lows (figure 4). In
practice this series has been strongly inversely correlated with inflation in
recent years, and the lift may well reflect declining perceptions of inflation
more than anything else. That’s welcome, but it does limit the good news
for retailers compared to, say, an increase driven by a strengthening labour
market. The decline in this question over 2021 and early 2022 overstated
the decline in retail sales, and thus equivalently, a recovery off these
unprecedented lows is less likely than in normal (low inflation) times to
indicate a jump in spending ahead. All that said, the data dovetails nicely
with the lift in retailer sentiment evident in our January Business Outlook
survey earlier this week.
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Figure 4. Good time to buy a major household item vs. real retail sales

] - 15
90
70 L 10
501 z
] 53
e 304 s
T =3
8 10 roe
= 1 3
0] 53
()
-30
] -10
-50,
-70 F-15

04 06 08 10 12 14 16 18 20 22 24
—Good time to buy major household item, LHS —Real retail sales, RHS

Source: Stats NZ, Roy Morgan, Macrobond, ANZ Research

This month saw the perceptions gap close re whether it's a good time to
spend between those paying off a mortgage and those who are not (figure
5). Interest rates are still high and hurting, but there is a perception that
the worst is past on that front, with market expectations for cuts leading to
declines in wholesale rates, allowing fixed mortgage rates to retreat from
their peaks.

Figure 5. “Good time to buy a major household item” split by mortgage
status
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The odds that the RBNZ will hike the OCR again have receded as evidence of
the impact of monetary policy has accumulated and inflation fallen. But the
odds are not zero or even close to zero, given the amount of inflation still in
the system. As things stand it’s not a great baseline, as it leaves the
inflation fight at the mercy of factors beyond the RBNZ’s control, like oil
prices and shipping costs. Domestic inflation needs to come down further to
bring overall inflation sustainably lower, but we're getting there. And the
negative impact of high inflation on households - which has been writ large
in this survey over recent years - suggests it's a battle worth fighting.
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ﬁﬂ/]]/ﬂ Tables and charts

No. of Interviews 1,003 1,019 1,009 1,004 1,008 1,003 1,008 1,003

Better Off 23 23 22 24 22 22 24 24
Worse Off 47 48 46 46 47 41 39 35
Net Balance -24 -25 -24 -23 -25 -19 -16 -12
Better Off 37 38 41 39 38 40 45 45
Worse Off 25 27 28 25 22 25 21 26
Net Balance 11 11 13 15 16 16 25 19
Good Times 15 14 13 14 19 21 18 19
Bad Times 49 45 47 46 37 42 39 41
Net Balance -34 -32 -34 -32 -18 -21 -21 -22
Good Times 24 25 23 24 26 33 24 28
Bad Times 23 22 22 21 21 25 22 26
Net Balance 1 3 1 3 5 9 2 1

Good Time to Buy 25 19 24 24 20 26 24 29
Bad Time to Buy 53 59 56 56 58 51 49 47
Net Balance -27 -39 -31 -32 -38 -25 -25 -19
Go Up 72 72 75 75 72 72 71 74
Go Down 8.7 8.2 6.3 5.1 7.5 7.8 8.3 7.6
Expectation (%) 4.3 4.7 4.6 4.2 4.5 4.6 3.9 4.3
Go Up 41 45 49 60 68 70 69 73
Go Down 26.4 23.3 17.8 10.0 10.8 9.7 9.7 8.8
Expectation (%) 1.6 1.9 2.4 3.2 3.8 4.2 4.1 3.9

Overall Index 85.5 83.7 85.0 86.4 88.1 91.9 93.1 93.6
Current Conditions 74.5 68.0 72.3 72.9 68.7 78.1 79.6 85.0
Future Conditions 92.8 94.1 93.5 95.3 100.9 101.1 102.1 99.4
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Q2. Better off next year
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This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by ANZ
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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 Group would be subject to additional licensing or registration requirements. Further, any products
and services mentioned in this document may not be available in all countries.

ANZ Group in no way provides any personal 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 Group
does not represent or warrant the accuracy or completeness of the information, except with respect to information concerning ANZ Group.
Further, ANZ Group 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 Group 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. Any 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 Group 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 Group may have an interest in the subject matter of this document. They may receive fees from customers for dealing in any 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 any 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.
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interest.
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any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile.
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