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BRUSHING OFF OFFSHORE WOES

SUMMARY

¢ Consumer confidence managed to recover the ground lost last
month, rising from 109.4 to 113.3 in August.

e« This was despite the considerable uncertainty emanating from
offshore, not to mention the RBNZ signalling that interest rates were
likely to head higher soon.

e Such resilience in confidence suggests that labour market conditions
are improving sufficiently for consumers to start feeling more upbeat
(or less downbeat) about prospects.

e The large increase in respondents thinking that it is a good time to
make a major household purchase suggests that consumers may be
more willing to open their wallets.

The ANZ-Roy Morgan Consumer Confidence measure rose 3.9
points to 113.3 in August. This more than reverses the 3.1 point drop
in July and takes the index to its highest level since January. Although
the level is still below its historical average of 118.3, it was pleasing to
see an increase in confidence despite a very turbulent economic backdrop
overseas. The Future Conditions index rose from 115.6 to 118.1,
while the Current Conditions index increased from 100.1 to 106.1.
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This month’s ANZ-Roy Morgan Consumer Confidence survey was
conducted between 25 July and 7 August. The headlines coming from
offshore during the survey period were predominantly negative.
We had political brinkmanship in the US over raising their debt ceiling,
which resulted in a deal at the last minute, but was not enough to stop
S&P from downgrading the US credit rating from AAA to AA+. The
European debt crisis escalated, with the focus shifting towards Italy. The
first week of August saw turmoil in global financial markets, with large
declines in equity markets across the world. Domestically, the RBNZ
signalled on 28 July that interest rates were likely to increase soon, and
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the New Zealand dollar rose to record highs against the USD, only to
come off sharply during the last few days of the survey period. Given
such a backdrop, one would have expected consumer confidence
to have taken a knock.

The fact that it managed to rise shows that New Zealand
consumers are largely brushing off offshore woes, for now
anyway. This suggests domestic conditions have continued to improve
sufficiently for consumers to feel more positive (or less downbeat) about
prospects. Given that the New Zealand equity market has taken a
beating and house prices nationally are not really going anywhere, this
leaves an improving jobs market as the most likely candidate for
explaining the rise in confidence. This could also be behind why there
was an increase in those expecting to be financially better off next year
(from +24 to +27). The net proportion of respondents who think that
economic conditions in New Zealand will improve over the coming year is
also at its highest level since January.

More importantly, there was a large jump in those thinking that it
is a good time to purchase a major household item, with the net
percentage rising from +14 to +33. This is the largest monthly increase
for this reading in the history of the survey. The high NZD may be a
factor but it may also indicate more willingness by consumers to
loosen the purse strings.
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Looking at the details, the lift in confidence was apparent for both sexes.
Females recorded the larger lift, up 6 points to 107.4. Nevertheless,
males remained more confident, lifting 2 points to 119.6. Confidence
was higher across all districts. Wellington recorded the largest rise,
up 9 points, to be the most confident locality despite uncertainty over
jobs prospect in the public sector, and a housing market that is bucking
the national improving trend. Canterbury’s confidence measure, at
110.2, was the lowest across the regions.

Consumers’ expectation of inflation 2 years out fell from 3.9 percent to
3.4 percent, while expectations of house price increases 2 years out were
unchanged at 2.6 percent.

ANZS,
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Survey Summary Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11
No. of Interviews 1,040 1,028 1,103 1,078 1,030 1,012 1,048

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 30
Worse Off 39 44 40 46 48 40 41 47
-9 -20 -16 -21 -26 -16 -14 -21

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 50 47 45 42 43 48 44 48
Worse Off 18 22 24 25 23 20 20 21

32 26 21 18 20 29 24 27

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

Q5. Generally, do you think now is a good time, or a bad time, for people to buy major household items?
Good Time to Buy 52 48 43 44 45 50 48 58

Bad Time to Buy 32 35 40 37 36 35 34 25

Net Balance 20 13 4 8 9 15 14 33

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

Overall Index 117.1 108.1 101.4 101.4 103.3 112.5 109.4 113.3
Current Conditions 105.2 96.5 94.1 93.5 91.5 99.6 100.1 106.1
Future Conditions 125.0 115.9 106.4 106.6 111.2 121.2 115.6 118.1
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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



