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Analysis and forecasts for this week’s key releases.

In this weel’s edition:

Economic Insight: Markups and Downs
The Week That Was: Policy’s impact is being felt

Focus on New Zealand: What are you waiting for?

For the week ahead:

RBA: Minutes, Deputy Governor Hauser, Assistant Governors Hunter and Kent speaking.
Australia: Westpac-MIl Consumer Sentiment, business survey, public holiday.

New Zealand: RBNZ policy decision, selected price indices, housing data, net migration.
China: CpPI, PPI, credit, foreign reserves.

Eurozone: retail sales.

United Kingdom: monthly GDP.

United States: cpi, PPI, FOMC Minutes, trade balance, consumer credit, UoM sentiment.

Information contained in this report current as at 4 October 2024

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Markups and Downs

Luci Ellis
Chief Economist, Westpac Group

Last week we noted that, in its September post-
meeting communications, the RBA was no longer
saying that wages growth was ‘above the level that can
be sustained given trend productivity growth’, as it did
in August. How did it make that judgement in the first
place, and why does trend productivity growth come
into the story?

The answer rests on the RBA’s beliefs about how the
economy works, based on analytical frameworks first
introduced in the 1990s. This framework starts from

the premise that consumer prices can be represented
as a markup over labour and other costs. For a given
percentage markup, the growth rate of prices (inflation)
will line up with the growth rate of costs.

If the split between labour and non-labour costs is also
stable, then growth in labour costs will also line up with
inflation. Labour costs per unit of output is equivalent

to labour costs per hour divided by output per hour.
Ignoring some second-order maths pedantry, this means
that inflation should line up with growth in labour costs
per hour (average earnings growth) minus growth in
output per hour worked. Output per hour worked is the
definition of productivity in the national accounts, and
what economists mean when they say ‘productivity’. The
link between productivity and achieving the inflation
target comes from this relationship.

To make the example concrete, if you think productivity
growth is about 1% per year, and wages growth has a

3 in front of the decimal point, then according to the
RBA’s rule of thumb, you should be relaxed about wages
growth being consistent with the inflation target: 3-and-
a-bit minus 1is 2-and-a-bit, and so would be in line with
inflation in the 2-3% target range.

If you have been following along, though, you will notice
that there were a lot of things held constant in this
mapping between wages growth, productivity growth
and inflation. Firstly, it requires that growth in labour
costs and in non-labour costs are similar and persistent.
Secondly, it assumes that the percentage markup over
costs is constant. Neither is true in the short run or even
the medium run.

Non-labour costs have been a key driver of the recent
surge in costs. Transport and energy costs, building
materials and insurance had all been rising faster than

overall CPI inflation until recently; insurance inflation is
still at double-digit rates, being downstream of some of
the other costs. Labour costs have also been growing
quickly, but since 2021 growth in the Wage Price Index
(WPD lagged inflation in final-stage producer prices.

In addition, a period of strong growth in unit labour
costs will not persist if productivity growth increases
but is not matched by a pick-up in wages growth. The
RBA recognised this in its August media statement by
expressing the relationship as being between wages
growth and trend productivity growth. The trend is not
quite the right measure to use in a markup model, but
this framing points to where future productivity growth
might converge. However, the Statement on Monetary
Policy still focused on recent outcomes. One of the
reasons cited for the RBA’s assessment that supply
capacity was weaker than previously thought was ‘wages
growth has been high relative to productivity outturns’.

Meanwhile, markups and profit margins do not stand
still. Mechanically mapping the latest data on unit labour
cost growth to the latest inflation outcome would be
misleading as a forecast. Even the RBA’s markup model
for forecasting inflation allows the markup to vary over
the cycle.

Why has monetary policy discourse
in Australia hecome so hung
up on productivity growth?

It is understandable that the RBA would not want to get
into the weeds on whether profit margins might rise or
fall. It matters whether you are talking about markups
over average cost (as implied by the RBA’s markup
model) or over marginal cost (the focus of much of the
academic literature). And the literature has not even
reached a consensus on whether markups rise or fall
when demand is strong. Any discussion of the issue
would get messy. The controversy around whether
‘greedflation’ had been a factor in Australia’s inflation
experience also makes a nuanced discussion difficult.
That said, implicitly assuming that margins are constant
and unit labour costs map mechanically to inflation is
not ideal, either.
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Finally, all this assumes that productivity growth in the
whole economy is the relevant measure for this model of
inflation determination. Yet there are significant sections
of the economy where the price as measured in the CPI
and the costs implied by wages and productivity are

not tightly linked. Public sector and other non-market
activity simply is not priced this way, at least not in the
short to medium run.

This is the point our Westpac Economics colleague,
Senior Economist Pat Bustamante, made in his recent
note. Partly because the share of activity in the (low
measured average productivity) non-market sector is
rising, measured total productivity growth is weaker
than usual. In the market sector, though - the part

of the economy where markups matter for pricing -
productivity growth is already above 1%.

Why has the monetary policy discourse in Australia
become so hung up on productivity growth? On top
of the RBA’s use of markup models, it is a peculiarity
of the Australian economic discourse more generally
to worry about productivity growth and assume that
the government should do something about it. We
have a Productivity Commission, after all - it must be
a government responsibility, right? This mentality is
reinforced by a narrowly country-specific view (outside
the RBA, to be fair) that does not recognise that the
slowdown in trend productivity growth since the GFC
was common to most Western economies.

Another factor is an apparent view that wages growth
will be too sticky. Our own forecasts see the WPI
measure of wages growth slowing from 4.1% over the
year to the June quarter to 3.5%yr September and 3.2%
over calendar 2024, as the outsized September quarter
2023 increase drops out of the calculation. The RBA’s
forecasts are noticeably higher - 3.6% over 2024 - and
the average earnings measure more relevant to the unit
labour cost calculation is higher still. And maybe they
will be right, but this is still a significant slowing.

Even using their own forecasts, though, there was a
choice between ‘wages are above the level that can be
sustained’ and ‘the expected decline in wages growth
would return it to levels consistent with’. The shift in
language in the September media release better aligns
with a forward-looking view. When the WPI and national
accounts data for the September quarter are released
ahead of the RBA Board’s December meeting, a further
pivot in RBA rhetoric might be needed. If we are right
that the Board will wait until the February 2025 meeting
to cut rates, then perhaps the December meeting before
it will be the point to acknowledge that Australia’s
domestic cost story has not been that unusual after all.
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Cliff Notes: policy’s impact is being felt

Mantas Vanagas, Senior Economist
Ryan Wells, Economist
llliana Jain, Economist

In Australia, the week began with the Federal
Government’s announcement of a better-than-
expected final budget outcome for 2023/24, a second
consecutive surplus of $15.8bn. Relative to May’s
estimates, the outcome was driven mostly by fewer
payments, associated with delays in outflows to states
and other programs, although receipts were also

lower than expected too, reflecting a softening labour
market. The budget has been in a temporary ‘sweet
spot’, banking the windfalls associated with bracket
creep, high commodity prices and high inflation.
However, these are temporary dynamics; with inflation
pressures fading and commodity prices falling - driving
a narrowing in goods trade surplus since 2022 - forward
estimates have the budget set to tip back into deficit.

Over the past two years, bracket creep has acted as a
major drag on households’ disposable income growth,
seeing consumer spending slow in official data. It was
therefore encouraging to see retail sales bounce higher
in August, up 0.7% (3.1%yr). While this may be partly
explained by warmer-than-usual weather, the onset of
Stage 3 tax cuts seems like the more likely culprit behind
the larger increase - a lagged effect that is consistent
with tax cuts through recent history.

While Stage 3 tax cuts are set to give back around
$23bn in bracket creep, it has had a relatively muted
impact on spending thus far, a conclusion that has been
echoed in Westpac’s latest card activity data up to
mid-September. More broadly, against the backdrop of
persistent cost-of-living pressures and rapid population
growth over the past two years, real (inflation-adjusted)
spending remains quite weak on a per capita basis,
suggesting that it will likely take some time before a
meaningful pick-up in consumption takes hold.

Diverging trends across the states also remained an
important theme in the latest Corel ogic data; underlying
the 6.7%yr lift nation-wide house prices in September

is a wide range of outcomes, from -1.4%yr in Melbourne
up to 24.1%yr in Perth. The tight supply-demand balance
across medium-sized capital cities is having a clear
impact on affordability; and, in a context where dwelling
approvals are showing a few signs of sustainable
upwards momentum (WA being the only exception), risks
around residential construction activity remain front-of-
mind, once existing projects are worked through.

Offshore, escalation of the conflict in the middle east
and US data was in focus. Comments from FOMC Chair
Jerome Powell provided a positive view for the US
economic outlook highlighting that the FOMC “is not

a committee that feels like it’s in a hurry to cut rates
quickly”. He also noted that a further deterioration in
labour market conditions is not required to achieve the
Fed’s inflation target. Economic data, released so far
this week, was consistent with greater stability in the US
labour market. Most notably, this week’s JOLTS report
showed that the job openings recovered in August rising
above 8mn after two months below that level. While the
hiring rate ticked down from 3.4% to 3.3%, a bottom of
the recent range, the separation rate decreased more
sharply, to a multi-year low of 3.1%.

Rgainst this backdrop, all eyes are
on the release of the US labour
market report out later tonight.

The September manufacturing and services ISM PMls
were mixed once again highlighting diverging trends

in the two sectors in the US. The manufacturing

index disappointed, with the headline index coming

in unchanged at 47.2, the second lowest level this

year and well below historical average. Meanwhile,

the services ISM index increased by 3.4pt to 54.9, the
highest reading in nineteen months. The employment
component was significantly weaker dipping back below
50 after two months in the expansionary territory. Prices
paid were up for a third consecutive month to 59.4, the
highest level since the start of the year.

Across the pond, European prices eased to 1.8%yr in
September off the back of lower energy prices marking
the first sub-2% reading of this cycle. Services inflation
remained sticky at 4.1%. Commentary by ECB staff
through the week suggests that with growth risks
emerging, a faster cutting cycle could be expected.
Inflation running below the ECB'’s forecasts supports this.

Meanwhile, in the UK, the BoE Governor Andrew Bailey
suggested that the BoE could be “a bit more aggressive”
on lowering interest rates. His comments hinted at a
possible shift from the forward guidance provided
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by the Monetary Policy Committee in September,

when the monetary policy statement said that “a
gradual approach to removing policy restraint remains
appropriate”. In Japan, chances of another rate increase
are looking slim as new PM Shigeru Ishiba noted he does
not “think the environment is ready for an additional rate
hike.” The comment followed a meeting with Governor
Ueda who has increasingly lowered expectations

for tightening. Ishiba also noted there will be further
support for households in coming months which could
help boost spending.
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W4 FOCUS ON NEW ZEALAND

What are you waiting for?

Kelly Eckhold
Chief Economist NZ

This week we made some significant adjustments to our
forecasts for the OCR and now expect the OCR to move
more quickly to neutral than previously forecast. We
now see two consecutive 50bp cuts in the OCR at the 9
October and 27 November meetings, which will take the
OCR to 4.25% at the end of 2024. This will leave the OCR
just 50bp above our long-term neutral rate of 3.75%.

“We now see two consecutive 50bp
cuts in the OCR at the 9 October
and 27 November meetings.”

We anticipate a much slower, highly data dependent
and uncertain path lower in the OCR in 2025. We have
pencilled in 25bp cuts in each of the February and May

Monetary Policy Statements taking the OCR to the long-
term terminal rate of 3.75% by mid-2025.

RBNZ Official Cash Rate
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The case for a more front-loaded profile for OCR cuts
primarily rests on strong signs that the forward inflation
profile will be much more benign in aggregate that we
have seen since 2021. We now see annual inflation falling
to 2.4% in Q3 2024 and falling further to 2.2% by the
end of 2024. This is a markedly lower forecast level for
inflation than we have expected for quite some time and
means that the mid-point of the RBNZ’s target range is
now tantalizingly close.

Revisions to OCR and CPI forecasts
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This week’s QSBO confirmed this relatively benign
picture for short-term pricing pressures which contrasts
with the more resilient picture from the monthly

ANZBO survey. The monthly Selected Price Indices

had shown weaker tradables inflation than our August
Economic Overview forecasts had embodied. The QSBO
is consistent with our sense that there may be more
downside risks to our short-term CPI forecasts.

CPl and pricing indicators
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These forecasts and associated risks leave us thinking
that the RBNZ will not see either headline inflation or
inflation expectations as an impediment to bringing the
OCR to neutral levels relatively quickly. And indeed,
with inflation soon to be at the middle of the 1-3%
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target range, there is a higher hurdle to arguing that
interest rates need to be relatively high compared to
neutral levels (which we assess as being around 3.75%
compared to the current 5.25% OCR).

Another conundrum we have been wrestling with is

the current state of economic activity and the speed

at which the economy will pick up as the RBNZ eases.
June quarter GDP outperformed the worst fears of the
pessimists (and the RBNZ). Some indicators have been
relatively positive (such as business confidence, house
sales, mortgage applications and the ANZ Truckometer)
whereas other indicators have reflected less optimism
(consumer confidence, the PMIs, house prices, weekly
employment trends).

Sentiment indicators (Standardised)
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The premier indicators of economic activity come

from the NZIER Quarterly Survey of Business Opinion
which gave a more downbeat vibe than the ANZBO
survey. Economic momentum likely remains in negative
territory and while businesses especially are more
confident of better times next year, we have some
distance to travel before those become front of mind
from a policy standpoint. This means that there are still
some disinflationary pressures in the pipeline. This is
fortunate, as non-traded inflation remains far too high.
But given the lags between activity and inflation, the
RBNZ will be taking comfort that the progress made on
headline inflation through lower tradables inflation will
be preserved by lower non-tradable inflation in the not-
too-distant future.

Another issue is that the global interest rate cycle has
decisively turned in recent months. Central banks have
been responding to a global inflation shock and have
generally responded in similar ways. We now find the
RBNZ fitting well into the group of advanced economy
central banks who have already eased significantly, and
look set to ease by a deal more by the end of Q1 2025.
The RBNZ will need to reduce the degree of restriction
relatively quickly to keep pace with its peers. And now

with inflation projected to be close to target, and the
economy operating a fair margin below its productive
capacity, there is a less obvious case for maintaining
restrictive settings.

The bottom line is we think the RBNZ MPC will be
asking themselves “What are we waiting for?” when
considering the case for maintaining the OCR at what
are reasonably tight levels - even based on Westpac’s
3.75% neutral OCR let alone the RBNZ’s 3 - 3.5%
range of shorter run neutral OCR estimates. If the
answer to that question is “not much” then the path
ahead seems clear - especially given the RBNZ has a
long gap between meetings from November 2024 to
February 2025.

“We now see two consecutive 50bp
cuts in the OCR at the 9 October
and 27 November meetings.”

We had thought for a while that if a 50bp cut was to
occur, then the November Monetary Policy Statement
seemed the most compelling time given that gap in the
calendar. And if the case for a 50bp cut in November is
strong, then the case for that move to come in October
also seems compelling. We don’t think there will be
enough risk in the Q3 CPI or labour market reports
coming late October/early November to really shake
the case for more substantial OCR adjustment before
Christmas. If those risks materialise, then there is plenty
of scope for the RBNZ to cut the OCR less in November
if need be.

As suggested in our recent Hawks and Doves note,
reasonable arguments can be made for both maintaining
a 25bp point pace of easing and accelerating the pace
to more quickly return policy to a neutral stance. The
projected step up in the pace of easing in October

is a more finely balanced decision (perhaps a 60%
probability) whereas the probability of a larger easing in
November looks much higher.

The path of the OCR in 2025 will necessarily be more
uncertain. More front-loaded policy adjustment
before Xmas balances the risks around the degree

of adjustment required in 2025. We have pencilled in
a slower adjustment in the OCR to neutral levels of
3.75% in the first half of next year. But it’s plausible that
less or more adjustment occurs. We don’t see a case
for the OCR to move below neutral right now. Over
coming months the RBNZ will need to carefully assess
the responsiveness of the economy to what will be a
significant adjustment in financial conditions.
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WI# DATA SNAPSHOTS

AUS: Oct Westpac-MI Consumer Sentiment Index
Oct 8, Last: 84.6

Consumer sentiment dipped 0.5% to 84.6 in September.
The pessimism that has dominated for over two years
now is still showing no real signs of lifting. However,

the focus does look to be shifting. While cost-of-living
pressures are becoming a little less intense and fears

of further interest rate rises have eased, consumers are
becoming more concerned about where the economy
may be headed and what this could mean for jobs.

October is likely to see the same themes, following the
RBA'’s decision to keep policy on hold in September,
and as cost-of-living measures work to alleviate some
pressures off of households.

Consumer Sentiment Index
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NZ: RBNZ Monetary Policy Review (%)
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NZ: Sep REINZ House Prices and Sales

Date TBC, Prices Last: -0.8%yr; Sales Last: -0.7%yr

Consistent with reports from real estate agencies,
we expect the September housing market report will
show that sales have increased, albeit from low levels.

NZ housing market subdued prior to OCR cut
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14 FOR THE WEEK AHEAD

What to watch

Market Westpac
For Data/Event Unit Last f/c f/c Risk/Comment
Mon 7
Aus Public Holiday - - - - Labour Day (NSW, SA, ACT) & King’s Birthday (Qld).
Sep Ml Inflation Gauge %yr 2.5 - - Continues to step-down as rebates kick-in.
Chn Sep Foreign Reserves US$bn 3288 3309 - Authorities comfortable with TWI stability.
Eur Oct Sentix Investor Confidence index -15.4 - - Outlook dampened by weakness in Germany.
Aug Retail Sales %mth 01 0.2 - Consumers slowly regaining their footing.
us Aug Consumer Credit $bn 25.5 13.4 - Rate cuts to support credit growth, in time.
Fedspeak - - - - Kashkari.
Tue 8
Aus Oct Westpac-MI Consumer Sentiment index 84.6 - - Still holding around deeply pessimistic levels.
Sep RBA Minutes - - - - Board did not explicitly consider a rate rise like in August.
Sep NAB Business Conditions index 3 - - Conditions continue to ease, consistent with official data.
Sep ANZ-Indeed Job Ads %mth =21 - - Points to balance returning to labour market.
RBA Deputy Governor Hauser - - - - Remarks and Q&A in Sydney at 12:00pm AEDT.
Jpn Aug Household Spending %yr 0.1 -2.6 - Higher wages struggling to ignite spending.
Aug Current Account Balance ¥bn 3193 2983 - Current account surplus set to move lower.
us Sep NFIB Small Business Optimism  index 91.2 91.7 - Lingering uncertainty keeping optimism low.
Aug Trade Balance $bn -78.8 -71.3 - Narrowing as goods consumption weakens.
Fedspeak - - - - Bostic, Musalem, Kugler, Collins.
Wed 9
Aus RBA Assist’ Gov. (Fin Mkts) - - - - Kent speaking in Sydney at 11:00am AEDT.
NZ Oct RBNZ Policy Decision % 5.25 475 4.75 Inflation outlook no longer a barrier to easing.
Chn Sep New Loans CNY ytd 144261 - - Latest stimulus measures will take time to appear in data...
M2 Money Supply %yr 6.3 6.4 - .. note data is due October 9 to 15.
us Sep FOMC Minutes - - - - More colour behind the FOMC’s 50bp rate cut.
Fedspeak - - - - Bostic, Logan, Goolsbee, Collins.
Thu 10
Aus Oct Ml Inflation Expectations %yr 4.4 - - Provides a general view on risks.
RBA Assist’ Gov. (Economic) - - - - Hunter panel participation in Sydney at 6:45pm AEDT.
us Sep CPI %mth 0.2 0.1 0.1 Shelter poses some downside risks.
Initial Jobless Claims 000’s 225 - - Worker strikes and bad weather may test claims.
Fedspeak - - - - Daly, Williams.
Fri 11
NZ Sep REINZ House Sales %yr -0.7 - - TBC. Signs that buyer interest is lifting...
Sep REINZ House Prices %yr -0.8 - - ... but price growth limited for now.
Sep Manufacturing PMI index 45.8 - - Set to remain a low levels.
Sep Food Prices %mth 0.2 - -0.1 Seasonal fall in fresh vegetable. prices
Sep Rents %mth 0.3 - 0.3 Rental inflation is easing gradually.
Aug Net Migration no. 3030 - - Annual inflow continuing to drop.
UK Aug Monthly GDP %mth 0.0 - - Likely to indicate a slowdown in Q3.
us Sep PPI %mth 0.2 0.1 - Broadly consistent with at-target goods inflation.
Oct  Uni. of Michigan Sentiment index 701 70.0 - Lower borrowing costs to brighten sentiment ahead.
Fedspeak - - - - Goolsbee, Logan.
Sun 13
Chn Sep CPI %yr 0.6 0.6 - Excess supply and soft consumer demand...
Sep PPI %yr -1.8 - - .. stifling inflation pressures.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Economic & financial forecasts

Interest rate forecasts

Australia Latest (4 Oct) Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26  Sep-26 Dec-26
Cash 4.35 4.35 4.0 3.85 3.60 3.35 3.35 3.35 3.35 3.35
90 Day BBSW 4.41 4.42 419 3.96 3.73 3.50 855 3155 3155 B55
3 Year Swap 3.64 3.60 3.60 3.55 3.55 3.50 3.50 3.50 3.55 3.60
3 Year Bond 3.61 3.55 3.50 3.45 3.40 3.35 3.30 3.30 3.35 3.40
10 Year Bond 4.07 3.90 3.90 3.90 4.00 4.05 4.05 410 410 415
10 Year Spread to US (bps) 23 15 15 10 10 5 5 5 5 5
United States

Fed Funds 4.875 4.375 3.875 3.625 %375 28375 1383775 38375 28375 1383775
US 10 Year Bond 3.84 3.75 3.75 3.80 3.90 4.00 4.00 4.05 4.05 410
New Zealand

Cash 5.25 4.25 4.00 3.75 3.75 3.75 3.75 3.75 3.75 3.75
90 Day Bill 4.79 4.25 4.00 3.85 3.85 3.85 3.85 3.85 3.85 3.85
2 Year Swap 3.57 3.60 3.70 3.85 4.00 4.00 4.00 4.00 4.00 4.00
10 Year Bond 4.29 415 4.20 4.30 4.35 4.40 4.40 4.40 4.35 4.35
10 Year Spread to US (bps) 45 40 45 50 45 40 40 35 30 25

Exchange rate forecasts

Latest (4 Oct) Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26

AUD/USD 0.6841 0.68 0.69 0.70 0.71 0.72 0.72 0.73 0.73 0.73
NZD/USD 0.6209 0.62 0.63 0.63 0.63 0.64 0.64 0.64 0.64 0.64
USD/JPY 146.20 142 141 140 139 138 137 136 135 134
EUR/USD 11027 m 1m 112 113 114 114 115 115 115
GBP/USD 1.3125 1.31 1.32 1.32 1.33 1.33 1.34 1.34 1.35 1.35
USD/CNY 7.0187 710 7.05 7.00 6.90 6.80 6.70 6.60 6.55 6.50
AUD/NZD 11018 110 110 m 114 113 113 114 114 114

Australian economic growth forecasts

2024 2025 Calendar years
% Change Q1 Q2 Q3f Q4f Qif Q2f Q3f Q4f 2023 2024f 2025f 2026f
GDP %qtr 0.2 0.2 0.6 0.5 0.5 0.5 0.6 0.6 = = = =
%yr end 1.3 1.0 1.2 1.5 1.9 2.2 2.2 2.4 1.6 1.5 2.4 2.4
Unemployment Rate % 3.9 41 4.2 4.3 4.4 4.5 4.5 4.6 3.9 4.3 4.6 4.6
Wages (WPI) %qtr 0.9 0.8 0.8 0.7 0.7 0.7 0.7 0.7 - - - -
%yr end 4.1 4.1 315 3.2 3.0 2.9 2.8 2.9 4.2 3.2 2.9 34
CPI Headline %qtr 1.0 1.0 0.3 0.4 0.6 0.9 1.2 0.8 - - - -
%yr end 3.6 3.8 2.9 2.6 2.3 2.2 3.2 3.6 4.1 2.6 3.6 2.8
CPI Trimmed Mean %qtr 1.0 0.8 0.7 0.7 0.7 0.7 0.7 0.8 - - - -
%yr end 4.0 3.9 3.5 3.3 3.0 2.9 2.8 2.9 4.1 3.3 2.9 2.6

New Zealand economic growth forecasts

2024 2025 Calendar years
% Change Q1 Q2 Q3f Q4af Qif Q2f Q3f Q4f 2023 2024f 2025f 2026f
GDP %qtr 0.1 -0.2 -0.2 0.4 0.5 0.5 0.5 0.6 = = = =
Annual avg change 0.3 -0.2 -0.1 0.0 0.0 0.4 0.9 1.4 0.7 0.0 1.4 2.3
Unemployment Rate % 4.4 4.6 5.0 5.3 55 5.6 5.6 5.6 4.0 53 5.6 4.9
CPI %qtr 0.6 0.4 0.9 0.3 0.5 0.4 0.8 0.5 - - - -
Annual change 4.0 3.3 2.4 2.2 21 2.0 2.0 2.2 4.7 2.2 2.2 21

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

WESTPAC ECONOMICS n



\J

Corporate Directory

Westpac Economics / Australia

Sydney

Level 19, 275 Kent Street
Sydney NSW 2000
Australia

E: economics@westpac.com.au

Luci Ellis
Chief Economist Westpac Group
E: luci.ellis@westpac.com.au

Matthew Hassan
Head of Australian Macro-Forecasting
E: mhassan@westpac.com.au

Elliot Clarke
Head of International Economics
E: eclarke@westpac.com.au

Justin Smirk
Senior Economist
E: jsmirk@westpac.com.au

Pat Bustamante
Senior Economist
E: pat.bustamante@westpac.com.au

Mantas Vanagas
Senior Economist
E: mantas.vanagas@westpac.com.au

Ryan Wells
Economist
E: ryan.wells@westpac.com.au

llliana Jain
Economist
E: illiana.jain@westpac.com.au

Jameson Coombs
Economist
E: jameson.coombs@westpac.com.au

Neha Sharma
Economist
E: neha.sharmal@westpac.com.au

Westpac Economics / New Zealand

Auckland

Takutai on the Square
Level 8, 16 Takutai Square
Auckland, New Zealand

E: economics@westpac.co.nz

Kelly Eckhold
Chief Economist NZ
E: kelly.eckhold@westpac.co.nz

Michael Gordon
Senior Economist
E: michael.gordon@westpac.co.nz

Darren Gibbs
Senior Economist
E: darren.gibbs@westpac.co.nz

Satish Ranchhod
Senior Economist
E: satish.ranchhod@westpac.co.nz

Paul Clark
Industry Economist
E: paul.clarke@westpac.co.nz

Westpac Economics / Fiji

Suva
1 Thomson Street
Suva, Fiji

Shamal Chand

Senior Economist
E: shamal.chand@westpac.com.au

WsiQ

J westpaciq.com.au



http://westpaciq.com.au
https://www.westpaciq.com.au/economics/2024/06/18-june-2024-on-track?ai=1718604812208&cd=180&cid=edm
https://www.westpaciq.com.au/economics/2024/07/aus-retail-sales-may-2024?ai=1719982305224&cd=180&cid=edm

14 DISCLAIMER

©2024 Westpac Banking Corporation ABN 33 007 457 141
(including where acting under any of its Westpac, St George,
Bank of Melbourne or BankSA brands, collectively, “Westpac”).
References to the “Westpac Group” are to Westpac and

its subsidiaries and includes the directors, employees and
representatives of Westpac and its subsidiaries.

Things you should know

We respect your privacy: You can view our privacy statement
at Westpac.com.au. Each time someone visits our site, data

is captured so that we can accurately evaluate the quality of
our content and make improvements for you. We may at times
use technology to capture data about you to help us to better
understand you and your needs, including potentially for

the purposes of assessing your individual reading habits and
interests to allow us to provide suggestions regarding other
reading material which may be suitable for you.

This information, unless specifically indicated otherwise, is
under copyright of the Westpac Group. None of the material,
nor its contents, nor any copy of it, may be altered in any way,
transmitted to, copied of distributed to any other party without
the prior written permission of the Westpac Group.

Disclaimer

This information has been prepared by Westpac and is intended
for information purposes only. It is not intended to reflect any
recommendation or financial advice and investment decisions
should not be based on it. This information does not constitute
an offer, a solicitation of an offer, or an inducement to subscribe
for, purchase or sell any financial instrument or to enter into

a legally binding contract. To the extent that this information
contains any general advice, it has been prepared without taking
into account your objectives, financial situation or needs and
before acting on it you should consider the appropriateness

of the advice. Certain types of transactions, including those
involving futures, options and high yield securities give rise

to substantial risk and are not suitable for all investors. We
recommend that you seek your own independent legal or
financial advice before proceeding with any investment decision.
This information may contain material provided by third parties.
While such material is published with the necessary permission
none of Westpac or its related entities accepts any responsibility
for the accuracy or completeness of any such material. Although
we have made every effort to ensure this information is free
from error, none of Westpac or its related entities warrants

the accuracy, adequacy or completeness of this information,

or otherwise endorses it in any way. Except where contrary to
law, Westpac Group intend by this notice to exclude liability for
this information. This information is subject to change without
notice and none of Westpac or its related entities is under any
obligation to update this information or correct any inaccuracy
which may become apparent at a later date. This information
may contain or incorporate by reference forward-looking
statements. The words “believe”, “anticipate”, “expect”, “intend”,
“plan”, “predict”, “continue”, “assume”, “positioned”, “may”,
“will”, “should”, “shall”, “risk” and other similar expressions that
are predictions of or indicate future events and future trends
identify forward-looking statements. These forward-looking
statements include all matters that are not historical facts. Past
performance is not a reliable indicator of future performance,
nor are forecasts of future performance. Whilst every effort

has been taken to ensure that the assumptions on which any
forecasts are based are reasonable, the forecasts may be
affected by incorrect assumptions or by known or unknown
risks and uncertainties. The ultimate outcomes may differ
substantially from any forecasts.

Conflicts of Interest: In the normal course of offering banking
products and services to its clients, the Westpac Group may
act in several capacities (including issuer, market maker,
underwriter, distributor, swap counterparty and calculation

agent) simultaneously with respect to a financial instrument,
giving rise to potential conflicts of interest which may impact the
performance of a financial instrument. The Westpac Group may
at any time transact or hold a position (including hedging and
trading positions) for its own account or the account of a client
in any financial instrument which may impact the performance
of that financial instrument.

Author(s) disclaimer and declaration: The author(s) confirms
that no part of his/her compensation was, is, or will be,

directly or indirectly, related to any views or (if applicable)
recommendations expressed in this material. The author(s) also
confirms that this material accurately reflects his/her personal
views about the financial products, companies or issuers (if
applicable) and is based on sources reasonably believed to be
reliable and accurate.

Further important information regarding sustainability-related
content: This material may contain statements relating to
environmental, social and governance (ESG) topics. These are
subject to known and unknown risks, and there are significant
uncertainties, limitations, risks and assumptions in the metrics,
modelling, data, scenarios, reporting and analysis on which

the statements rely. In particular, these areas are rapidly
evolving and maturing, and there are variations in approaches
and common standards and practice, as well as uncertainty
around future related policy and legislation. Some material may
include information derived from publicly available sources
that have not been independently verified. No representation
or warranty is made as to the accuracy, completeness or
reliability of the information. There is a risk that the analysis,
estimates, judgements, assumptions, views, models, scenarios or
projections used may turn out to be incorrect. These risks may
cause actual outcomes to differ materially from those expressed
or implied. The ESG-related statements in this material do not
constitute advice, nor are they guarantees or predictions of
future performance, and Westpac gives no representation,
warranty or assurance (including as to the quality, accuracy or
completeness of the statements). You should seek your own
independent advice.

Additional country disclosures:

Australia: Westpac holds an Australian Financial Services
Licence (No. 233714). You can access Westpac’s Financial
Services Guide here or request a copy from your Westpac point
of contact. To the extent that this information contains any
general advice, it has been prepared without taking into account
your objectives, financial situation or needs and before acting on
it you should consider the appropriateness of the advice.

New Zealand: In New Zealand, products and services are
provided by either Westpac (NZ division) or Westpac New
Zealand Limited (company number 1763882), the New Zealand
incorporated subsidiary of Westpac (“WNZL”). Any product

or service made available by WNZL does not represent an
offer from Westpac or any of its subsidiaries (other than
WNZL). Neither Westpac nor its other subsidiaries guarantee
or otherwise support the performance of WNZL in respect of
any such product. WNZL is not an authorised deposit-taking
institution for the purposes of Australian prudential standards.
The current disclosure statements for the New Zealand branch
of Westpac and WNZL can be obtained at the internet address
www.westpac.co.nz.

Singapore: This material has been prepared and issued for
distribution in Singapore to institutional investors, accredited
investors and expert investors (as defined in the applicable
Singapore laws and regulations) only. Recipients of this material
in Singapore should contact Westpac Singapore Branch in
respect of any matters arising from, or in connection with, this
material. Westpac Singapore Branch holds a wholesale banking

Disclaimer continues overleaf »

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

WESTPAC ECONOMICS

13


https://westpaciq.westpac.com.au/wibiqauthoring/_uploads/file/New_Zealand/2021/December_2021/HYEFU_Dec_2021_Westpac_NZ.pdf
https://westpaciq.westpac.com.au/wibiqauthoring/_uploads/file/New_Zealand/2021/December_2021/HYEFU_Dec_2021_Westpac_NZ.pdf
https://westpaciq.westpac.com.au/wibiqauthoring/_uploads/file/New_Zealand/2021/December_2021/Q3_GDP_review_Dec_2021_Westpac_NZ.pdf
https://westpaciq.westpac.com.au/wibiqauthoring/_uploads/file/New_Zealand/2021/December_2021/Q3_GDP_review_Dec_2021_Westpac_NZ.pdf
https://westpaciq.westpac.com.au/Article/50761

14 DISCLAIMER

licence and is subject to supervision by the Monetary Authority
of Singapore.

U.S.: Westpac operates in the United States of America as

a federally licensed branch, regulated by the Office of the
Comptroller of the Currency. Westpac is also registered with
the US Commodity Futures Trading Commission (“CFTC”) as

a Swap Dealer, but is neither registered as, or affiliated with, a
Futures Commission Merchant registered with the US CFTC.
The services and products referenced above are not insured by
the Federal Deposit Insurance Corporation (“FDIC”). Westpac
Capital Markets, LLC (‘“WCM?”), a wholly-owned subsidiary of
Westpac, is a broker-dealer registered under the U.S. Securities
Exchange Act of 1934 (‘the Exchange Act’) and member of

the Financial Industry Regulatory Authority (‘FINRA’). This
communication is provided for distribution to U.S. institutional
investors in reliance on the exemption from registration provided
by Rule 15a-6 under the Exchange Act and is not subject to all
of the independence and disclosure standards applicable to
debt research reports prepared for retail investors in the United
States. WCM is the U.S. distributor of this communication and
accepts responsibility for the contents of this communication.
Transactions by U.S. customers of any securities referenced
herein should be effected through WCM. All disclaimers set out
with respect to Westpac apply equally to WCM. If you would like
to speak to someone regarding any security mentioned herein,
please contact WCM on +1 212 389 1269. Investing in any non-
U.S. securities or related financial instruments mentioned in this
communication may present certain risks. The securities of non-
U.S. issuers may not be registered with, or be subject

to the regulations of, the SEC in the United States. Information
on such non-U.S. securities or related financial instruments may
be limited. Non-U.S. companies may not be subject to audit and
reporting standards and regulatory requirements comparable to
those in effect in the United States. The value of any investment
or income from any securities or related derivative instruments
denominated in a currency other than U.S. dollars is subject to
exchange rate fluctuations that may have a positive or adverse
effect on the value of or income from such securities or related
derivative instruments.

The author of this communication is employed by Westpac

and is not registered or qualified as a research analyst,
representative, or associated person of WCM or any other U.S.
broker-dealer under the rules of FINRA, any other U.S. self-
regulatory organisation, or the laws, rules or regulations of any
State. Unless otherwise specifically stated, the views expressed
herein are solely those of the author and may differ from the
information, views or analysis expressed by Westpac and/or its
affiliates.

UK and EU: The London branch of Westpac is authorised in the
United Kingdom by the Prudential Regulation Authority (PRA)
and is subject to regulation by the Financial Conduct Authority
(FCA) and limited regulation by the PRA (Financial Services
Register number: 124586). The London branch of Westpac is
registered at Companies House as a branch established in the
United Kingdom (Branch No. BROO0106). Details about the
extent of the regulation of Westpac’s London branch by the PRA
are available from us on request.

Westpac Europe GmbH (“WEG”) is authorised in Germany by
the Federal Financial Supervision Authority (‘BaFin’) and subject
to its regulation. WEG'’s supervisory authorities are BaFin and
the German Federal Bank (‘Deutsche Bundesbank’). WEG is
registered with the commercial register (‘Handelsregister’) of
the local court of Frankfurt am Main under registration number
HRB 118483. In accordance with APRA’s Prudential Standard
222 ‘Association with Related Entities’, Westpac does not

stand behind WEG other than as provided for in certain legal
agreements (a risk transfer, sub-participation and collateral
agreement) between Westpac and WEG and obligations of WEG
do not represent liabilities of Westpac.

This communication is not intended for distribution to, or use by
any person or entity in any jurisdiction or country where such
distribution or use would be contrary to local law or regulation.
This communication is not being made to or distributed to,

and must not be passed on to, the general public in the United
Kingdom. Rather, this communication is being made only to
and is directed at (a) those persons falling within the definition
of Investment Professionals (set out in Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the “Order”)); (b) those persons falling within

the definition of high net worth companies, unincorporated
associations etc. (set out in Article 49(2)of the Order; (¢c)

other persons to whom it may lawfully be communicated in
accordance with the Order or (d) any persons to whom it may
otherwise lawfully be made (all such persons together being
referred to as “relevant persons”). Any person who is not a
relevant person should not act or rely on this communication or
any of its contents. In the same way, the information contained
in this communication is intended for “eligible counterparties”
and “professional clients” as defined by the rules of the
Financial Conduct Authority and is not intended for “retail
clients”. Westpac expressly prohibits you from passing on the
information in this communication to any third party.

This communication contains general commentary, research,
and market colour. The communication does not constitute
investment advice. The material may contain an ‘investment
recommendation’ and/or ‘information recommending or
suggesting an investment’, both as defined in Regulation (EU)
No 596/2014 (including as applicable in the United Kingdom)
(“MAR”). In accordance with the relevant provisions of MAR,
reasonable care has been taken to ensure that the material has
been objectively presented and that interests or conflicts of
interest of the sender concerning the financial instruments to
which that information relates have been disclosed.

Investment recommendations must be read alongside

the specific disclosure which accompanies them and the
general disclosure which can be found here. Such disclosure
fulfils certain additional information requirements of MAR
and associated delegated legislation and by accepting this
communication you acknowledge that you are aware of the
existence of such additional disclosure and its contents.

To the extent this communication comprises an investment
recommendation it is classified as non-independent research. It
has not been prepared in accordance with legal requirements
designed to promote the independence of investment research
and therefore constitutes a marketing communication. Further,
this communication is not subject to any prohibition on dealing
ahead of the dissemination of investment research.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

WESTPAC ECONOMICS

14


https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2021/december-2021

