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Jobless rate rises, but more people in work 
 
• Unemployment rate moves back up to 5.2%, driven by the 0.4%pt increase in the participation rate to 70.5%. 

• Employment grew 0.8% qoq, slightly stronger than expected. 

• Wage inflation muted on some measures, but not too far from estimates. 

 Summary 
Q4 Employment growth remained healthy.  Jobs growth was driven by full-time 
work, generally seen as a vote of confidence by employers.  The key surprise 
was a further lift in labour force participation to a fresh record, which is the 
reason for the lift in the unemployment rate.  The combination of strong 
migration inflows and a high willingness to work continues to strongly boost the 
supply of workers.  Wage growth was fairly benign, with little sign of growing 
inflation pressure, and the surprising elasticity of labour supply will keep wage-
driven inflation side-lined in the near term at least. 

We continue to expect the RBNZ to hold the OCR at 1.75% at next week’s MPS, 
with the underlying data showing the labour market is still robust despite the 
uplift in the headline unemployment rate.  But, just as there are no grounds to 
cut the OCR, equally there is no reason to expect hastened OCR increases.  We 
expect the RBNZ to be on hold for an extended period, to late 2018. 
 
Employment details 
Although the unemployment rate has lifted to 5.2%, the underlying data still 
show a robust economy. One of the key drivers of the increase was the lift in 
the labour force participation rate, to 70.5% from 70.1%, marking another new 
record high. Employment itself also grew, adding another 0.8% (just above our 
0.7% forecast). That outpaces the 0.5% increase in the working age population, 
driven by natural expansion and migration. 

In addition, the division between full- and part-time labour also signalled 
underlying strength.  The number of full-time jobs expanded by 32,000, against 
a 12,000 drop in part-time employment. The three main areas of employment 
growth were retail trade, accommodation and food services.  The last 2 of that 
list likely reflect the continued tourism boom, both domestic and international. 
Construction continues to expand, with an additional 17,000 new roles.  
However, some caution does need to be exercised with sector numbers, as the 
changes to the HLFS continue to make themselves felt, with the prior 2 quarters 
containing many people employed in an 'unspecified' industry. 

The Quarterly Employment Survey also shows the number of full-time 
equivalent workers increased yet again, up 1.0% qoq, reinforcing the 
underlying picture of healthy job creation. 

At this stage it does not look as if there has been a major impact on measured 
employment from November's earthquake, with the number of persons 
employed increasing and even more new entrants to the market. 

Wage details 
Wage growth, as measured by the Labour Cost Index, maintained its 1.6% 
annual growth rate for the private sector, with quarterly growth of 0.4% for the 
6th consecutive quarter.  That quarterly growth was a touch below market 
expectations, though quite close to our 0.45% forecast.  The strong growth in 
labour supply appears to be keeping wage growth in check.  Overall labour cost 
growth slowed a touch, to 1.6% yoy from 1.7%, after public sector roles saw a 
slower quarterly labour cost increase of 0.5%, down from 0.7% last time out. 
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When measuring wages under the Quarterly Employment Survey definitions, 
the picture is a touch less strong. Private sector ordinary time wages actually 
ticked down 0.3% qoq, slowing the annual pace to just 1.1%, a low since Q3 
2010.  Total wages for all sectors, including overtime, declined 0.1% qoq, 
dragging the annual measure to just 1.3%, again the lowest increase since Q3 
2010. Note, the QES measure also takes into account changes in job 
composition and skill levels and, thus, the wage measure can get knocked 
around by changing workforce composition.  Wage growth by industry shows 
that Forestry & Mining is the sector to be in, with wages up 7.9% qoq, while 
retail was up 1.4% qoq. Surprisingly, construction wage growth was -0.8% 
qoq, the largest drop in at least 3 years. However, filled jobs in construction 
did still increase 9.0% qoq, suggesting still-plentiful demand and supply in the 
sector.   

The RBNZ recently constructed a Labour Utilisation Composite Index (LUCI) 
to help understand the degree of tightness in the labour market. This 
measure looks at a range of market indicators over and above the 
unemployment rate (which can be pushed around by fluctuations in the 
participation rate as we saw in this release). According to our estimate of LUCI 
for Q4, the tightness in the labour market eased slightly over the quarter, 
which implies less upward pressure on wages. As a result, this reinforces the 
fact that there is likely to be little urgency from the RBNZ to lift the OCR any 
time soon. 
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      Disclaimer 
 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or needs. 
Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard to your 
objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the 
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, 
reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this document are subject 
to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank Limited. We 
are under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any person involved in the 
preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that 
any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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