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Consumer spending plans brighten again

The key to whether the emerging recovery in New
Zealand’s economy will be able to gather strength
and sustain itself through 2026 into 2028 is
household spending. Spending by you and |
typically makes up around 65% or so of spending
in a modern economy like ours (China is under
40%) and many factors influence whether people
generally will spend more or less.

If we are worried about our incomes, affected by
high interest rates, hit by falling asset prices, or
concerned about the world in general we will tend
to keep our wallets closed. But if we see brighter
prospects ahead for our personal finances and
the general environment around us, we will lift our
spending levels.

Each month for the past five years | have run my
Spending Plans Survey where | ask people
whether they will buy more of less stuff over the
coming 3-6 months. This can give us an early lead
into changes in spending levels, changes in the
economy's growth rate, prospects for retailers,
and where inflationary pressures and interest
rates will be headed.
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| completed the November survey this week and
it shows a rise in people’s plans for buying stuff
for the seventh month in a row. Back in April a net
19% of us said that we would spend less. Hence
weakness in the economy and extra monetary
policy easing by the Reserve Bank.

But since then things have been improving and
this month a net 18% of people have said they will
spend more. This is up from 13% last month and
the second month in a row of a positive reading.

As the graph here shows, the past two months do
stick out as being quite firm and the importance of
this latest result is that it validates the movement
into positive in October. September was -1%.

Do you feel confident enough about your future to increase
spending over the next 3-6 months?
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| ask people to indicate why they will spend more
or spend less and from the results | develop a few
indicators to try and explain shifts in spending
plans. This graph shows the proportion of people
citing each factor as reason for spending more.
Some people may find the graph interesting — |
don’t really. It is shifts in things which matter in
economics rather than a static snapshot.

Why will you spend more?
0.0 5.0 10.0 15.0 20.0 25.0 30.0

Catching up on spending delayed
Groceries are more expensive
Feeling better about the future

Rising wealth

| deserve to shout myself better things
Higher profits for my business

Higher wages or salary

| am expecting bargains

To help businesses

Money saved not travelling overseas Source:Tony's View
| am expecting investments to be cheaper gﬂ:;':;ng Plans

Extra job or work hours

First, people are more confident about what the
future holds. Despair about our country is easing
and this is the sort of thing which eventually
causes migration flows to change.

Net confidence about the future
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Businesses are the most optimistic they have
been in four years with regard to where their
profits are heading. That is positive for upturns in
capital spending and employment.

Net % of people expecting their BUSINESS PROFITS to rise
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Which brings us to what | think is the most
important graph in this month’s survey. The net
proportion of people who are concerned about
their jobs has changed to the least bad position
since the middle of 2022. The measure sits at -
0.3% from -3% last month. The numbers are
small, but it is the change which matters.

Net concerns about job loss or reduced work hours
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This development alongside other employment
indicators discussed here recently such as the net
15% positive employment intentions in the ANZ
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Business Outlook Survey, strongly tells us the
labour market is turning. Sorry Opposition parties,
but heading into next year’s general election the
labour market will be exactly where you don’t want
it to be — strong.

Just for good measure | throw this factor in as
well, even though | feel it pales into insignificance
besides the employment confidence gauge. An
increasing net proportion of people say they will
spend more because of rising wealth levels.

Net % of people expecting their wealth to rise
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Let’'s now take a look at how things are changing
for individual areas of spending and I'll reverse the
order | usually do this in and look first of all at the
two housing gauges.

A net 1% of people say they will cut spending on
a house to live in. The result allows one to start
thinking that owner occupiers may soon begin
entering the property market to buy then sell or
sell than buy.

Net % planning to spend more on a dwelling to live in
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But reinforcing again the message | have been
delivering for a long time regarding a structural
shift in the propensity of average Kiwis to invest in
residential property, we see only mild recent
improvement in net plans for rental property
buying.

Net % planning to spend more on INVESTMENT PROPERTY
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And here is the graph for intentions of buying
shares. Talk of a potential Al bubble bursting is
gaining no obvious traction.
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Do you plan spending more on SHARES over the next 3-6 months?
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Now let's switch to looking at the gauges of
spending changes in specific areas which | glean
from the survey. Plans for spending on home
renovations continue to strengthen. This is an
important gauge of how serious people view the
economic environment lying ahead.

Do you plan spending more on HOME RENOVATIONS over the
next 3-6 months?
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The same goes for plans to spend on durable
items like motor vehicles and furniture. These
gauges are not recovering to the same degree
and that tells us that just as businesses for now
are hesitant to back their improving view with a
burst of hiring, consumers also don't want to
spend and then find their optimism misplaced —
again. There is no imminent boom in

householding spending is what this tells us — just
arecovery.

Do you plan spending more on MOTOR VEHICLES over the next 3-

6 months?
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Do you plan spending more on FURNITURE & APPLIANCES over
the next 3-6 months?
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We still plan heading offshore if we can, but we
are also increasingly willing to check out our
motels.

Do you plan spending more on INTERNATIONAL TRAVEL over the
next 3-6 months?
30.0

200

o e, o Ll il

| |
=< T
-20.0
=300
-40.0

Net % of
¥ing Source: Tony's View
-60.0 Spending Plans Survey
-70.0
-80.0

"(ODZE"WZN("(DQSE"U}Zm'\(“(OOEE‘JU}Z
P w € w

= G
= =

Page | 4


https://www.christmashampers.co.nz/

Do you plan spending more on DOMESTIC TRAVEL over the next
3-6 months?

Net % of respondents saying

Source: Tony's View
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for specialist
roles.

There has been a good jump in plans for buying
stuff for the garden this month and it looks like
more than a seasonal thing.

Do you plan spending more on GARDENING EQUIPMENT ETC.
over the next 3-6 months?
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Very interestingly, people are indicating they plan
replacing the rags they’ve been running around in
for almost four years now.

Do you plan spending more on CLOTHING & FOOTWEAR over the
next 3-6 months?
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Sports equipment retailers can start to feel a tad
better.

Do you plan spending more on SPORTS EQUIPMENT over the
next 3-6 months?
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And there are almost as many people now saying
they will spend more on eating out as say they will
spend less. This is quite a big change from what
we have gotten used to in recent years.

Do you plan spending more on EATING QUT over the next 3-6

months?
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Things are also looking less bad for technology
retailers.
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Do you plan spending more on TECHNOLOGY (PCS etc.) over the ThIS tabie ShOWS the |atest net positive Spending

next 3-6 months?
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General groceries 26.5

T source: Teny's view Home renovations 21.0
200 | Spenne Pans Suney International Travel 15.1
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s - Gardening tools, plants etc. 9.5
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- - Wellbeing/self-improvement 1.3
Dwelling for own use -1.0

&R Eating out -1.4

ELLERSLIE Clothing/footwear -1.8

22+ rooms for big events, Sporting/fitness equipment -2.6
ideas, and appetites. Technology (PCs etc.) -3.2
Meet, all together, Investment property -6.4

your way. Motor vehicles -6.6

100 fscerfuenue, Remuers, Aucdand Furniture or appliances 7.7
Online services -11.1

And if you flog wellness services and goods,
things also seem to be improving.

Do you plan to spend more on wellbeing/selfimprovement over the
next 3-6 months?

Net % saying more Source:Tony's View
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Overall, the latest results from my monthly
Spending Plans Survey tell us that retailers can
start anticipating better sales levels as we get
through summer.
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No local news of major importance has appeared
this week to move wholesale interest rates all that
much. Offshore, some central banks are receiving
data indicating they will need to apply additional
stimulus through cutting interest rates while
others are receiving stronger than expected data.

The Australian Reserve Bank falls into the latter
camp with the Deputy Governor recently noting
that spare capacity in the economy at the start of
an expected economic recovery is the least it has
been at this point in the cycle for decades. This
raises the risk of early onset inflation as growth
improves.

For the moment with our unemployment rate at
5.3% and the capacity utilisation rate measured in
the NZIER’s quarterly survey sitting reasonably
below average, the situation is not the same here.
But the chance that the RBA does not cut its cash
rate below the current 3.6% will limit scope for
further declines in wholesale rates here while also
keeping the NZ dollar weak against the AUD.

If I were borrowing at the moment, | would still be
inclined to lock in fixed for five years below 5% in
order to get protection against upside risks to

interest rates which will emerge from late-2027.
There is a chance that the Reserve Bank are over-
stimulating the economy now and it is hard to
imagine that with inflation already at 3% an
acceleration in growth from -1.1% to near 3% will
see inflation fall to 2%.

Having said that, most people will be very
comfortable locking in fixed for one year near
4.5%. There is a chance that a year from now
long-term fixed rates may still be reasonably low.
But | would be too risk averse to take that punt.
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To see the interest rates currently charged by
major lenders go to www.mortgages.co.nz

Nothing | write here or anywhere else in this
publication is intended to be personal advice.
You should discuss your financing options
with a professional.
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