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March 2024 Quarter 

  Exp Prev 

Labour Market 

Unemployment 

rate (sa) 

% 4.2% 4.0% 

Participation 

rate (sa) 

% 71.8% 71.9% 

Employment 

(sa) 

q/q 0.3% 0.4% 

Employment y/y 1.7% 2.4% 

Wages 

LCI private 

sector wages 

(ex-overtime)  

q/q 0.8% 1.0% 

LCI private 

sector wages 

(incl overtime) 

y/y 3.8% 3.9% 

QES private 

sector hourly 

earnings 

q/q 1.4% 0.5% 

QES private 

sector hourly 

earnings 

y/y 5.9% 6.6% 

 

On borrowed time 

Summary 

• We expect the Q1 labour market statistics (released 1 May) to show a 

further increase in spare capacity and a moderation in wage growth that 

will reinforce expectations that further domestic disinflation lies ahead. 

• The unemployment rate is expected to rise from 4.0% to 4.2%, with 

continued expansion in employment more than offset by substantial 

labour supply growth.    

• We expect wage growth continued to ease, albeit gradually. Growth in 

the private sector labour cost index (incl overtime) is expected to come 

in at 3.8% y/y vs 3.9% in Q4, while growth in private sector average 

hourly earnings (ordinary time) is expected to fall 0.7%pt to 5.9% y/y.  

• All up, we don’t expect the Q1 labour market data to materially change 

the monetary policy outlook. The labour market is evolving broadly as 

the RBNZ expects, with forward indicators suggesting the labour market 

will deteriorate further from here. 

The view 

We expect the labour market shifted further into disinflationary territory in 

Q1. However, despite the weakness evident in economic activity over the 

past year, employment growth has held up longer than anticipated. While 

that reflects the continuation of the catch-up in employment levels following 

the period of intense labour shortages, forward-looking indicators of labour 

demand suggest the expansion in employment is near its end.  

The monthly employment indicator (MEI) has been printing a little stronger 

than our prior expectation, with data for the final month of the quarter 

released Monday. While we don’t expect all of this strength to be reflected in 

the HLFS measure of employment next week, we have revised up our 

forecast for employment growth 0.1%pts to 0.3% q/q in Q1 and will be 

watching next week’s MEI closely to gauge the risks around our pick.  

The relative resilience of employment growth continues to surprise, but 

there are signs that the catch-up dynamic in employment levels has now 

run its course. Employment growth in recent months has been driven by the 

continued expansion in industries that don’t tend to follow the economic 

cycle: education and training, healthcare and social assistance, and public 

administration and safety (figure 1). Expansion in these sectors is very likely 

being supported by stimulatory fiscal settings over the past few years that 

are still flowing through the economy. In February, employment growth in 

these sectors was running at 4.6% y/y. Outside of these sectors, weakness 

is emerging.  

GDP per hour worked across the economy also suggests employment levels 

have broadly adjusted back toward their pre-pandemic levels across the 

economy as a whole. Rather than signalling a persistent decline in labour 

productivity, we view this as reflecting a readjustment back to more normal 

levels. That’s not to say the pandemic hasn’t impacted productivity, but it’s  
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hard to take a strong view on this until employment levels have stabilised 

following the disruption. GDP per hour worked could certainly keep falling 

below pre-pandemic levels temporarily, but labour shedding would very 

likely commence if this were to be sustained. In the current environment of 

squeezed margins, firms are likely to find it difficult to absorb a sustained 

decline in labour productivity. 

Figure 1. Monthly filled jobs growth by industry 

 

Figure 2. Annual GDP per hour worked 

 

 

 

Turning to the unemployment rate, we expect to see employment growth 

more than offset by a sizable expansion in the working-age population. 

Stats NZ’s estimate, released in advance, showed the working-age 

population rose 0.7% q/q in Q1, buoyed by continued strength in net 

migration inflows. Meanwhile the labour force participation rate is expected 

to fall 0.1%pts to 71.8%. The significant increase in competition in the 

labour market is likely to see fringe workers who were pulled in at the 

height of tightness in the labour market continue to exit. Putting it all 

together, the unemployment rate is expected to rise from 4.0% to 4.2%. 

On the wages front, spare capacity is continuing to emerge in the labour 

market, and accordingly we expect wage pressures to continue moderating. 

We expect the private sector Labour Cost Index (incl overtime) rose 0.8% 

q/q, seeing annual growth moderate from 3.9% to 3.8%. While that doesn’t 

suggest a rapid loosening in wage pressures on the face of it, the Q1 wage 

data is largely a reflection of past labour market conditions, and as we saw 

in last week’s Q1 CPI data, the persistence of high services inflation 

suggests there’s likely still some labour cost momentum still flowing 

through. We expect private sector average hourly earnings (ordinary time) 

to moderate from 6.6% y/y to 5.9% y/y in Q1. While wage pressures are 

easing, they remain above levels consistent with inflation at target. 

Monetary policy implications 

We’re not expecting the Q1 labour market data to cause a change in tune 

from the RBNZ. Extreme labour market pressures have faded over the past 

year, and while the Q1 report is likely to show a relatively resilient picture 

for employment, forward-looking indicators are pointing to a substantial 

loosening over the year ahead. The RBNZ will certainly be looking for a 

moderation in wage growth, though the lagged response of wages means 

the Q1 data will tell them where the labour market has been, rather than 

where it’s heading. On that front, high labour cost pressures (and therefore 

pressure on domestic CPI inflation) are highly unlikely to persist much 

longer given weak economic momentum and the emergence of spare 

capacity in the labour market.  
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Figure 3. HLFS employment growth 

 

Figure 5. Vacancy-Unemployment Ratio 

 

 

Figure 4. Unemployment and participation  

 

Figure 6. Wage growth  
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The opinions and research contained in this document (in the form of text, image, video or audio) are (a) not personal 
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nature and do not take into account your financial situation or goals. 
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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).  
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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 
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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. Such statements are usually predictive in character, 

may not be accurate once the future becomes known 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.  

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 out of or in connection with 
this document 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 general information only, is intended for institutional use only – not retail, and is not meant to be tailored to the 

needs and circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell any 

security or other financial instrument or to employ a specific investment strategy. 
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