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September 2025 Quarter 

 Exp RBNZ Prev 

Labour Market 

Unemployment rate 

(%, sa) 
5.3%  5.3%  5.2%  

Participation rate  

(%, sa) 
70.5% 70.4%  70.5%  

Employment q/q 

(sa) 

0.2%  0.0%  -0.1%  

Employment y/y -0.1%  -0.3%  -0.9%  

Wages – LCI    

Private sector 
wages (all salary 

and wage rates) q/q  

0.5%  0.4%  0.6%  

Private sector 
wages (all salary 

and wage rates) y/y 

2.2% 2.1%  2.3% 

Wages – QES 

Private sector 
hourly earnings 

(ordinary time) q/q 

1.1%  N/A 1.9%  

Private sector 
hourly earnings 

(ordinary time) y/y 

4.5%  4.3% 4.6%  

 

Spare capacity persists 

Summary 

• We expect a 0.1%pt increase in the unemployment rate to 5.3% in Q3 (out 
5 November at 10:45am). This is unchanged from our previous forecast 

and is in line with the RBNZ’s August MPS forecast. 

• Monthly filled jobs data over Q3 have landed in the ballpark of our HLFS 
employment forecast of +0.2% q/q, but some business survey data suggest 

downside risk.  

• Overall, the Q3 data are expected to show the economy is operating with 

considerable spare capacity, meaning the RBNZ is unlikely to see any risk 
of wage-price spiral dynamics reemerging anytime soon.  

The view 

We expect the unemployment rate lifted from 5.2% in Q2 to 5.3% in Q3, as 

modest growth in the labour force (labour supply) slightly outpaced growth in 
employment (labour demand). We’ve pencilled in a 0.2% q/q rise in 

employment, alongside a stable participation rate and modest growth in the 

working-age population. 

While the data flow over the quarter hasn’t shifted our Q3 forecast, we’d 

characterise the risks as tilted towards slightly softer employment growth. 

That’s based on relatively subdued business survey indicators – namely the 

PMI, PSI and the NZIER’s QSBO, although the ANZBO has painted a relatively 

firmer picture. However, if employment growth disappoints, we wouldn’t be 
surprised to see labour supply (i.e. participation) also come in weaker, 

potentially containing the impact on the unemployment rate. 

Hours paid and hours worked have contracted more sharply than employment 

in recent quarters, suggesting firms are holding onto staff despite subdued 

demand for goods and services. As we noted a few months ago, if the 

economic recovery is delayed for too long, firms may lack the balance sheet 

capacity to continue hoarding labour in anticipation of it. That means the 
unemployment rate could rise more than we or the RBNZ are forecasting. The 

RBNZ has mitigated this risk with its dovish pivot in August and outsized OCR 
cut in October, but long and variable lags mean we’re not out of the woods yet. 

Figure 1. Hours per person per week 
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Given the negotiating power is currently concentrated on the employer side of 

the table, we expect annual wage growth to slow. Wage inflation as measured 

by the private sector Labour Cost Index (including overtime) is expected to slow 

from 2.3% to 2.2%, and growth in private sector average hourly earnings 

(ordinary time) is expected to slow from 4.6% to 4.3%. The latter measure 

tends to be a lot more volatile, and following the surprisingly strong read in Q2 it 

wouldn’t be a shock to see this measure surprise to the downside in Q3.  

All up, the Q3 labour market data are expected to show the economy is 

operating with a considerable degree of spare capacity – consistent with the 

RBNZ’s August estimate of a negative output gap that will see an ongoing 

decline in non-tradable inflation.

Figure 2. HLFS employment growth 

 

Figure 4. Unemployment gap vs RBNZ output gap 

 

 

Figure 3. Unemployment and participation rate 

 

Figure 5. Wage growth  
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Important Notice 

Last updated: 18 June 2025 

The opinions and research contained in this document (in the form of text, image, video or audio) are (a) not personal financial advice 

nor financial advice about any product or service; (b) provided for information only; and (c) general in nature and do not take into 
account your financial situation or goals. 

This document may be restricted by law in certain jurisdictions. Recipients must observe all relevant restrictions. 

Disclaimer for all jurisdictions: This document is prepared by ANZ Bank New Zealand Limited (ANZ Centre, 23-29 Albert Street, Auckland 1010, 
New Zealand). This document is distributed in your country/region by Australia and New Zealand Banking Group Limited (ABN11 005 357 522) 

(ANZ), a company incorporated in Australia or (if otherwise stated), by its subsidiary or branch (herein collectively referred to as ANZ Group). The 
views expressed in it are those of ANZ Economics and Markets Research, an independent research team of ANZ Bank New Zealand Limited. 

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 in it is intended to be an invitation, solicitation or offer by ANZ Group 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 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 and made on 

reasonable grounds on the date it was published, ANZ Group does not represent or warrant the accuracy or completeness of the information. 
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. 

This document may contain forward looking statements or opinions including statements regarding our intent, belief or current expectations 

regarding economic and market conditions, financial instruments and credit markets. Words such as ‘forecast’, ‘anticipate’, ‘likely’, ’unlikely’, 
‘believe’, ‘expect’, ‘may’, ‘probability’, ‘risk’, ‘will’, ‘seek’, ‘would’, ‘could’, ‘should’ and similar expressions, are intended to identify forward-looking 
statements or opinions. Such statements are usually predictive in character, subject to assumptions that may prove inaccurate or unknown risks 

and uncertainties, and should not be relied upon when making investment decisions. Past performance is not a reliable indicator of future 
performance. ANZ does not accept any responsibility to inform you of any revisions to these forward-looking statements to reflect events or 
circumstances occurring after the date of 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.  

This document may contain climate-related statements, such as climate-related risks and opportunities, goals and ambitions, scenarios and 

projections. Where present, such content is subject to significant uncertainty and risk, and may ultimately prove to be incorrect, inaccurate or 
incomplete. 

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. 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 (including infringement of any third 

party rights) out of or in connection with this document and your use of it to the extent permissible under relevant law. 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. This document is 

published in accordance with ANZ Group’s policies on conflicts of interest and ANZ Group maintains appropriate information barriers to control 
the flow of information between businesses within the group. 

Your ANZ Group point of contact can assist with any questions about this document including for further information on these disclosures of 

interest. 

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 provided for general information purposes only. It is intended solely for use by institutional or otherwise sophisticated 
clients and prospective clients, and is not intended for retail investors or the general public. It is not tailored to the needs and circumstances of 
any recipient, nor is it intended as an offer or solicitation to purchase or sell any security or financial instrument or to employ any specific 

investment strategy. If you are not an institutional client, prospective institutional client, or a permitted client (as defined under Canadian 
securities law), you should not rely on or act upon the information contained herein. 
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Chile. You understand and agree that ANZ 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 
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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.  

Israel. ANZ is not a holder of a licence granted in Israel pursuant to the Regulation of Investment Advising, Investment Marketing and Portfolio 
Management Law, 1995 (“Investment Advice Law”) and does not hold the insurance coverage required of a licensee pursuant to the Investment 
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New Zealand. This document is distributed in New Zealand by ANZ Bank New Zealand Limited. The material is for information purposes only 
and is not financial advice about any product or service. We recommend you seek advice about your financial situation and goals before 
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