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United Kingdom found – these connections can take a while to 
unpick and reconfigure from what were previously friction-free 
trading relationships, it is nowhere near as disruptive as a global 
supply chain disruption of the kind seen during the pandemic.

Another way economies adapt and reroute around trade 
disruptions is via the exchange rate. If US tariffs make other 
countries’ exports more expensive in the US, exchange 
rate depreciation can undo a lot of that apparent loss of 
competitiveness. Market responses to fears over the hit to 
growth from tariffs can therefore at least partly unwind 
that hit to growth, albeit at the cost of a bit more inflation 
outside the US. But this does require markets to react, and the 
sensitivity of this reaction can add volatility in a market that 
affects many parties. 

Keeping your head when the markets are this volatile is a good 
plan, but ironically at some level, the US’s trading partners 
are better off if people do lose their heads a little. Recall that 
day-to-day fluctuations in exchange rates do not affect overall 
economic outcomes, but sustained movements can.

Another wrinkle is that market reactions to tariff developments 
do tend to push the USD to appreciate against other currencies, 
but this comes at a time that the USD is already richly valued. 
Various measures of the USD real effective exchange rate – 
covering the currencies of many trading partners and adjusting 
for relative inflation rates – show it at the highest levels it has 
been since the mid-1980s. Back then, the high level of the 
exchange rate caused considerable difficulties for US exporters. 
To address this, the major economies agreed to the Plaza 
Accord on exchange rate intervention to wind back the degree 
of overvaluation of the US dollar.

A similar predicament for US exporters can be envisaged 
this time around. As well as contending with an over-valued 
exchange rate as in the 1980s, their domestic cost base will 
increase in line with the inflationary impact of tariffs. While 
goods exports are only around 9% of US GDP, sheltering 
behind a tariff wall will not improve exporting firms’ situation. 
Eventually, the USD will need to depreciate, but history shows 
that this can take some years to work through.

The competing forces of in-the-moment reactions to tariffs 
and risk on the one hand, and correction of overvaluation on 
the other, could drive swings in exchange rates through a much 
wider range than the Australian dollar has seen over the past 
decade (the pandemic period excepted). If that does play out, it 
will definitely pay to keep your head through the volatility.

ECONOMIC INSIGHT

If you think your newsfeed is wild, check out an intra-day 
graph of the exchange rate.

It was always obvious that the Trump administration would 
impose tariffs: they were a major plank of his campaign. The 
details matter, though, so financial market pricing has been 
sensitive to any news about specific tariff plans. The early 
targeting of the US’s nearest neighbours was a bit of a surprise 
and shows that US trade policy cannot be shoehorned neatly 
into a framework emphasising US–China rivalry, the way it 
could under Biden.

As is usually the case, policy uncertainty produces a ‘risk off’ 
tone in markets, resulting in a sell-off in the Australian dollar 
and other currencies, as investors pile into USD-denominated 
assets. And of course much of this reversed when the 
measures against Canada and Mexico were subsequently 
delayed. The unceasing flow of headlines shows up in market 
pricing, and this is likely to remain the case.

It’s all too easy to catastrophise about the disruptions to trade 
and global growth from escalating tariffs. While they can be 
disruptive, it is also important to recognise that countries and 
companies can adapt, respond, and route around constraints. If 
one country imposes tariffs on your exports, there are always 
other places you can sell them, perhaps at a lower price. As 
Westpac Senior Economist Mantas Vanagas points out today 
in a separate note, the scope to redirect trade is greater for a 
country like Australia that mostly exports commodities.  

Some historical perspective is useful here. During the Asian 
Financial Crisis of the late 1990s, many observers were 
concerned about the loss of demand for Australia’s exports 
from the region. It turned out that much of this production 
was able to be redirected to entirely new destinations such 
as the Middle East. More recently, when China stopped all 
coal imports from Australia, our exports were again rerouted 
elsewhere, to markets that had previously bought coal from 
the other producer nations that were now selling to China. 

Redirecting trade in this way does become harder when a 
product is designed to cater to the specific consumer tastes or 
regulations of one market – think certain kinds of seafood or 
medications – or where one country dominates global demand, 
as would be the case for iron ore. It is also harder when the 
affected goods are upstream parts of complex supply chains 
criss-crossing borders multiple times. This is a big issue for 
Canada and Mexico (and the US-based companies they deal 
with), much less so for Australia. And while – as a post-Brexit 

Keeping your head when everyone else is losing theirs

Luci Ellis
Chief Economist, Westpac Group

https://www.westpaciq.com.au/economics/2025/02/australias-inconspicuous-position-in-the-US-trade-war
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THE WEEK THAT WAS

Cliff Notes: some promising signs for the consumer

In the US, the manufacturing PMI increased by 1.7 points to 
50.9 points in January, its first expansionary read since October 
2022. The gain was supported by strength in new orders, 
prices, production and, most notably, employment, up 4.9 
points. President Trump’s promise to support US manufacturing 
investment and production is likely a factor here despite any 
windfall being a future prospect not a present reality. Notably, 
the average reading through President Trump’s first term 
exceeded that of both the Obama and Biden administrations 
by around 2 points. The non-manufacturing index meanwhile 
declined 1.2 points, although at 52.8 still points to expansion. 
Activity, new orders, inventories and prices saw a substantial 
decline while other measures saw tepid increases, including a 
1 point increase in employment. All components except prices 
remain below their 5-year pre-COVID average, indicative of 
modest growth in the sector. Still to come tonight is the January 
employment report and 2024 annual revision for nonfarm 
payrolls. Available labour market detail continues to broadly 
point to balance between demand and supply, limiting risks to 
demand and inflation over the period ahead.

Across the Atlantic, the Bank of England cut rates by 25bps 
to 4.5% in a 7 to 2 vote, the dissenters preferring a 50bp 
cut. Growth forecasts were marked down out to Q1 2026, 
the economy now expected to grow 1.2%yr through 2025, 
down from 1.7%yr in the November projections. Mild upward 
revisions were made to the out years, though with the 
passage of time comes risk. Projections for headline inflation 
were lifted, particularly for 2025. This was attributed to 
higher energy prices and the government policies announced 
in the Autumn Budget 2024, with underlying inflation 
still anticipated to ease. The Monetary Policy Report also 
highlighted tariff uncertainty, with analysis showing downside 
risks to growth, due to the UK’s close relationship with the 
EU and a potential rotation in production from the UK to the 
US, and uncertainty for inflation. Looking back, the Bank also 
reviewed its estimates of neutral, the primary findings being 
that neutral is higher post pandemic but that uncertainty 
around estimates is high. A rate cut per quarter this year 
seems most probable, but if growth continues to disappoint, 
the pace of easing could be accelerated.

Elliot Clarke, Head of International Economics
Illiana Jain, Economist 
Ryan Wells, Economist

In Australia, updates on the consumer were constructive 
overall. Nominal retail sales lifted 1.4% during Q4 and 
prices were up 0.4%. Retail sales volumes therefore 
managed a gain of 1.0% in Q4, building on Q3’s 0.5% 
increase to be up 1.1% over 2024. That all states and 
retail categories gathered momentum into year-end not 
only highlights the breadth of the current upturn but also 
points to a delayed tax cut response beginning to come 
through. These findings were corroborated by the ABS’ new 
experimental measure of household spending (covering 
two-thirds of total household consumption compared to 
one-third for retail) which lifted 0.4% (4.3%yr) in December 
on strength in discretionary spending, particularly goods. 

While these developments point to upside risks to our current 
Q4 household consumption forecast of 0.7%qtr, we are 
mindful that the uncertainty surrounding our forecast are 
two-sided. Evidence from card activity data and our Westpac 
Consumer Panel suggests the overall response to Stage 3 tax 
cuts has been underwhelming, with consumers seeking to 
rebuild savings buffers eroded over 2023 and 2024. Looking 
forward, the durability of the upturn is yet to be tested beyond 
the year-end sales period, which reportedly saw aggressive 
discounting. The latest edition of the Westpac Red Book 
discusses these themes in depth. 

On housing, the latest CoreLogic data pointed to a broadening 
slowdown in price growth across the major capitals. Sydney 
and Melbourne continued to record declines in January 
with buyers constrained by affordability and supply. Perth, 
Adelaide and Brisbane meanwhile are gradually seeing annual 
price growth decelerate to low double-digit rates as demand 
and supply come into better balance. On new construction, the 
modest increase in dwelling approvals – driven by a bounce in 
high-rise units – masked a third consecutive monthly decline in 
private detached house approvals, raising questions over the 
pipeline’s persistence and breadth.

Before moving offshore, it is worth highlighting the downside 
surprise in December’s goods trade data, the surplus 
narrowing from $6.8bn to $5.1bn. Greater-than-usual monthly 
volatility looks to be at play, trade flows shifting, at least 
in part, in anticipation of tariffs being imposed by the US. 
Australia is not immune from global trade tensions, but an 
assessment of our direct and indirect trade with the US makes 
clear we are well positioned to minimise the net cost. In this 
week’s essay, Chief Economist Luci Ellis reflects on global 
developments in trade policy and the implications for markets.  

Offshore, the pulse of key data was favourable overall, though 
policy makers continued to emphasise greater-than-usual 
uncertainty over the outlook.

“Offshore, the pulse of key data was 
favourable overall, though policy makers 
continued to emphasise greater-than-
usual uncertainty over the outlook.”

https://www.westpaciq.com.au/economics/2025/01/aus-real-retail-sales-q4
https://www.westpaciq.com.au/economics/2025/01/aus-household-spending-december
https://www.westpaciq.com.au/economics/2025/01/westpac-card-tracker-28-January-2025/
https://www.westpaciq.com.au/economics/2025/01/stage3-23-January-2025/
https://www.westpaciq.com.au/economics/2025/01/stage3-23-January-2025/
https://www.westpaciq.com.au/economics/2025/02/the-red-book-january-2025
https://www.westpaciq.com.au/economics/2025/01/aus-dwelling-prices-february-2025
https://www.westpaciq.com.au/economics/2025/01/aus-dwelling-approvals-dec-2024
https://www.westpaciq.com.au/economics/2025/02/australias-trade-in-goods-account-december
https://www.westpaciq.com.au/economics/2025/02/australias-inconspicuous-position-in-the-US-trade-war?ai=1738884522669&cd=200&cid=edm
https://www.westpaciq.com.au/economics/2025/02/lucis-friday-note-7-february-2025
https://www.westpaciq.com.au/economics/2025/02/lucis-friday-note-7-february-2025
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FOCUS ON NEW ZEALAND

Steady as she goes into the storm

Kelly Eckhold 
Chief Economist NZ

Domestic labour market data took a backseat to the global 
events this week. The as-expected weakening in the labour 
market cements in the next 50bp cut in the OCR to 3.75%. 
But stormy seas lie ahead as global trade frictions heat up.

Most of this week was focused on the market reaction to 
fluctuating news on the evolution of global trade policies. We 
are not surprised at the events so far - the new US president 
is merely delivering on promises made during his campaign. 
We don’t know just how far-reaching the change in the global 
trading environment will be. Nonetheless, it seems clear that 
trade will be more fettered than it has been – and that will 
have implications for trading countries like New Zealand. 

While the magnitude of the eventual change in the trade 
environment is up in the air, the implications in terms of 
direction are clear. US tariffs will result in slower trading 
partner growth, even if they are not directed at NZ exporters 
specifically. Hence this is a negative shock for NZ. The 
magnitude of that shock will be determined by whether tariffs 
directly affect NZ and the extent to which tariffed nations 
retaliate. The end size and extent of coverage of tariffs 
globally will also be important. 

And one thing we should keep in mind is that ‘tariff’ is no 
longer a dirty word on the global stage. Countries will likely be 
more emboldened to deploy protectionist policies in the future 
now that the US, Canada, Mexico, and Europe are using these 
tools more earnestly. None of this is good for NZ’s goal of 
breaking down trade barriers to facilitate a better environment 
for our exporters. 

US tariffs are more likely than not to add to global inflation 
pressures – at least for a while. For countries that impose 
tariffs the linkage is obvious; for those that don’t, the impact 
will be from weaker exchange rates as the USD remains 
strong. While there could be some unders and overs in terms 
of inflation across different categories of imported goods 
(some manufactured goods prices might be depressed if they 
can’t be profitably sold in markets now subject to tariffs), 
these will be more likely to change relative prices, as opposed 
to overall inflation. The impact of changing prices and excess 
demand on inflation expectations will be of most interest to 
central banks. Interest rates globally are likely to be higher for 
a while as the tariff price shock flows through. 

The bigger impacts will be on those countries with a heavier 
trading relationship with those countries imposing tariffs. NZ’s 
exposure is sizeable in that regard as the US is our second-

largest market for goods exports, and exports account for a 
large share of our GDP. 

All of this has clear but complex implications for the NZ 
outlook. The hit to global demand makes a case for weaker 
incomes and demand in New Zealand. But there will be 
important mitigating factors before we can determine the 
implications for NZ interest rates. 

The key factor is the extent to which the exchange rate buffers 
this shock. We can clearly see the impact of this buffer in 
action – the TWI is down 6% since early October when it 
became clear that Trump had a good shot of implementing his 
anti-trade agenda. Research generally indicates about half of 
the impact of tariff introduction is offset by the exchange rate. 
That’s why the USD is strong, and the NZD is not. 

The weaker exchange rate/weaker incomes combination will 
change the composition and level of inflation. The depreciation 
so far will have a significant impact on tradable inflation in the 
year ahead and will likely keep headline inflation in the top 
half of the RBNZ’s 1% to 3% target band. Some of this extra 
inflation may be offset if the income hit delays the economic 
recovery. But absent calamity, there seems room to play with 
before a sub-1% inflation rate is in prospect.

We also need to remember we are not facing a single shock. 
Tariffs are not the only thing on Trump’s mind. A significant 
expansion of US fiscal policy is in the offing as Trump’s 
2017 tax cuts are extended, even if the DOGE can cut a few 
Politico subscriptions here and there. US exceptionalism could 
continue for a while. 



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.

5WESTPAC ECONOMICS

Perhaps more importantly, the new negative trade shock is 
being overlaid on top of much more positive news from higher 
New Zealand commodity prices. Last year NZ’s terms of trade 
rose 18% as dairy and horticulture prices surged and even 
the much-maligned meat markets regained their footing. This 
week saw another very strong GDT dairy auction where prices 
rose 3.7%. It’s now likely this season’s milk price will exceed 
our current estimate of $10/kg. In addition, next year’s return 
could also be very high if the exchange rate remains weak and 
world demand remains firm. That’s a big if, but a key possibility 
lurking under the radar. 

In the end, the direction for interest rates will take its tone from 
the fortunes of the labour market. This week’s data was boringly 
in line with expectations. The 5.1% unemployment rate was 
close to forecast and wage growth continued to drop. Where 
the unemployment rate peaks, and how quickly wage growth 
declines from here, will be key. The RBNZ will plough on with 
rate cuts if the labour market remains weak but will stop when 
its clearer the peak in the unemployment rate is in sight. This 
week’s data gave no sense of implosion in either unemployment 
or wages – indeed wage growth still looks a bit high. 

We retain our view the RBNZ will cut 50bp this month but will 
signal a likely slowing of the pace and make no promises from 
there. There are just too many uncertainties – and they are not 
all to the downside.
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DATA SNAPSHOTS

AUS: Feb Westpac-MI Consumer Sentiment (index)

Feb 11, Last: 92.1

Consumer sentiment dipped slightly at the start of 2025, 
the index moving 0.7% lower to 92.1 in Jan. Sentiment is 
‘cautiously pessimistic’ overall but has improved markedly 
since mid-2024, buoyed by tax cuts boosts and an improving 
outlook for inflation and interest rates. The ‘wobble’ since Nov 
has centred on expectations for the economy.  

The Feb survey is in the field over the week ended Feb 8. 
Its likely to show significant cross-currents. The lower than 
expected Q4 CPI result should provide some uplift with 
markets now expecting the RBA to lower rates at its Feb 18-
19 meeting. Against this is a likely downdraft from offshore 
with a turbulent start to US President Trump’s second term 
that has included launching ‘tariff wars’ against Canada, 
Mexico and China.

AUS: Q4 Housing Finance Approvals (%qtr)

Feb 12 Last: 4.7, Westpac f/c: 1.0

ABS housing finance updates have moved to a quarterly 
release cycle with a few other slight definitional changes also 
being implemented. Assuming these have a minimal effect on 
growth rates, the total value of housing finance approval is 
coming off a robust 4.7%qtr rise in Q3 to be up 22.1%yr. Gains 
in the quarter were led by investor loans, up 7.1%qtr with 
owner occupier loans up 3.2%qtr. 

The Q4 update is expected to show a moderation with prices 
dipping, a pull-back in transaction volumes in the established 
market and construction-related activity slowing. Momentum 
is expected to still be slightly positive overall with a 1%qtr 
gain. Owner occupier loans are expected to come in flat while 
investor loans are expected to be firmer, up +3%qtr.

NZ: Jan NZ Retail Card Spending (%mth)

Feb 13, Last: +2.0, Westpac f/c: –0.1

Retail sales were much stronger than expected in December, 
rising 2%. December saw a particularly large increase in 
spending on household durables like furnishings, though gains 
were widespread. We’re forecasting a modest 0.1% fall in 
spending in January. In part that’s due to a partial reversal of 
some of December’s large increases in lumpy categories, like 
durables spending. January also saw a large increase in petrol 
prices that is likely to have crowded out some discretionary 
spending. That would still leave us with an upwards trend in 
spending levels in recent months. 
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NZ: Q1 RBNZ Survey of Expectations (%ann)

Feb 13, Two Years Ahead, Last: 2.12

While there were a few swings in the previous Survey of 
Expectations, the results still pointed to inflation expectations 
remaining comfortably close to the 2% midpoint of the RBNZ’s 
target band. Since the last survey, inflation has remained 
steady at 2.2%. However, concerns about the global outlook 
have increased and the NZ dollar has dropped sharply, 
meaning the risks for inflation have tilted to the upside. 
We’ll be watching to see how big of an impact that has had 
on longer-term expectations, which will be an important 
consideration in the RBNZ’s upcoming policy deliberations. 

NZ: Jan Selected Price Indices 
Feb 14

Stats NZ’s monthly price data covers around 45% of the 
CPI. We’ll be watching for signs of further softness in 
discretionary spending areas, like hospitality. It will also be 
worth watching what happens to rents, which are one of 
the largest components of domestic inflation. We’re picking 
a seasonal 0.3% rise in rents, however it looks like the 
pressures on this front are easing. We’re also expecting a 
0.9% rise in food prices related to seasonal increases in the 
prices of fresh fruit and groceries.

US: January CPI (%mth)

Feb 12, Headline, Last: 0.4, WBC f/c: 0.3 
Mkt f/c: 0.3, Range: 0.2 to 0.4

Both the headline outcomes and detail of recent CPI reports 
has been favourable, disinflation broadening across the service 
sector, including the all-important shelter component. This trend 
is likely to continue in January, though annual headline and core 
inflation are expected to be unchanged at 2.9%yr and 3.2%yr.

Uncertainty will increase in coming months if President Trump 
goes ahead with announced tariffs. Instead of easing towards 
2.0%yr, with tariffs annual inflation is likely to hold near 
3.0%yr in 2025, forcing the FOMC to be much more mindful 
of the risks to inflation. It is important to recognise that the US 
also faces structural inflation risks from housing and energy, 
providing upside risk through 2026 as well as 2025.   
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FOR THE WEEK AHEAD

What to watch 
For Data/Event Unit Last

Market 
f/c

Westpac 
f/c Risk/Comment

Sun 09

Chn Jan CPI %yr 0.1 0.4 – Lunar New Year anticipated to drive consumer demand while ...

Jan PPI %yr –2.3 –2.2 – ... producer prices are due to fall for a 28th consecutive month.

Jan New Loans YTD CNYtrn 18.1 4.5 – New loans fell in 2024 for the first time in over a decade...

Jan M2 Money Supply %yr 7.3 7.3 – ...we’ll see if 2025 gets off to a better start, due 9–15 February.

Mon 10

Jpn Dec Current Account Balance ¥trn 3.4 1.4 – Widening trade surplus not enough to increase CA balance.

Eur Feb Sentix Investor Confidence index –17.7 –18.0 – Economic pessimism holding since March 2022.

Tue 11

Aus Feb Westpac–MI Consumer Sentiment index 92.1 – – Headwinds from increased global uncertainty.

Jan NAB Business Conditions index 6 – – Business conditions to remain subdued.

UK BoE Speak – – – – Governor Bailey speaking on financial markets.

US Jan NFIB Small Business Optimism index 105.1 104.7 – Surged to 6yr high, led by expectations not current conditions.

Jan NY Fed 1–Yr Inflation Expectations %yr 3.0 – – Signs for upward pressure on inflation expectations.

Fedspeak – – – – Hammack and Williams are scheduled to speak.

Wed 12

Aus Q4 Housing Finance Approvals %qtr 4.7 – 1.0 Expeced to signal a moderation in growth...

Q4 Owner–Occupier Loans %qtr 3.2 – flat ... as house price dipped ...

Q4 Investor Loans %qtr 7.1 – 3.0 ... and market activity numbers pulled back  in Q4.

US Jan CPI %mth 0.4 0.3 0.3 Gradual disinflationary trend to continue.

FOMC Chair Powell – – – – Testifying before House Financial Services Committee.

Thu 13

Aus Feb MI Inflation Expectations %yr 4.0 – – Down from a mid–2022 peak of 6.7%.

NZ Jan Retail Card Spending %mth 2.0 – –0.1 Partial reversal of last month's strong gain.

Q1 RBNZ Inflation Expectations %ann 2.12 – – Upside risk from trade developments and fall in NZD.

Eur Dec Industrial Production %mth 0.2 –0.2 – Rising manufacturing PMI hints at industrial recovery.

UK Q4 GDP %qtr 0.0 – – Likely to show that GDP failed to increase in H2 2024.

US Jan PPI %mth 0.2 0.2 – Tariffs may begin to squeeze producer margins going forward.

Weekly Jobless Claims 000s 219 – – Claims remain at benign levels.

Fri 14

NZ Jan Manufacturing PMI index 45.9 – – Continued weakness.

Jan Food Price Index %mth 0.1 – 0.9 Seasonal lift in groceries and fresh fruit prices.

Chn Q4 Current Account Balance US$bn 147.6 – – Sharp improvement reported in Q3.

Eur Q4 GDP %qtr 0.0 0.0 – Second estimate set to confirm the preliminary reading.

US Jan Retail Sales %mth 0.4 0.0 – Flat start to 2025, after a solid end to spending in 2024.

Jan Import Price Index %mth 0.1 0.4 – A pivotal indicator to monitor in the months ahead.

Jan Industrial Production %mth 0.9 0.3 – Expected to lift in 2025; weak investment to date a headwind.

Dec Business Inventories %mth 0.1 0.1 – Growth has eased since mid–2024.
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LOOKING FURTHER AHEAD

Interest rate forecasts
Australia Latest (7 Feb) Mar–25 Jun–25 Sep–25 Dec–25 Mar–26 Jun–26 Sep–26 Dec–26

Cash 4.35 4.10 3.85 3.60 3.35 3.35 3.35 3.35 3.35

90 Day BBSW 4.21 4.20 3.95 3.72 3.50 3.55 3.55 3.55 3.55

3 Year Swap 3.72 3.75 3.75 3.80 3.80 3.85 3.90 3.95 4.00

3 Year Bond 3.75 3.75 3.75 3.75 3.75 3.75 3.80 3.80 3.85

10 Year Bond 4.33 4.45 4.60 4.75 4.70 4.70 4.65 4.65 4.65

10 Year Spread to US (bps) –10 –15 –20 –25 –25 –20 –20 –15 –15

United States

Fed Funds 4.375 4.375 4.375 4.375 4.375 4.125 3.875 3.875 3.875

US 10 Year Bond 4.43 4.60 4.80 5.00 4.95 4.90 4.85 4.80 4.80

New Zealand

Cash 4.25 3.75 3.25 3.25 3.25 3.25 3.50 3.75 3.75

90 Day Bill 3.88 3.55 3.35 3.35 3.35 3.45 3.70 3.85 3.85

2 Year Swap 3.41 3.40 3.50 3.65 3.80 3.90 3.95 4.00 4.00

10 Year Bond 4.44 4.60 4.70 4.85 4.90 5.00 5.00 5.00 4.95

10 Year Spread to US (bps) 1 0 –10 –15 –5 10 15 20 15

Exchange rate forecasts
Latest (7 Feb) Mar–25 Jun–25 Sep–25 Dec–25 Mar–26 Jun–26 Sep–26 Dec–26

AUD/USD 0.6282 0.60 0.60 0.61 0.62 0.63 0.64 0.66 0.68

NZD/USD 0.5674 0.54 0.54 0.54 0.54 0.55 0.56 0.57 0.59

USD/JPY 151.22 155 154 153 152 150 148 146 144

EUR/USD 1.0385 1.01 1.00 1.00 1.01 1.02 1.03 1.04 1.06

GBP/USD 1.2436 1.23 1.23 1.23 1.24 1.25 1.26 1.27 1.28

USD/CNY 7.2849 7.30 7.30 7.25 7.25 7.20 7.15 7.10 7.00

AUD/NZD 1.1071 1.11 1.11 1.14 1.15 1.15 1.15 1.15 1.15

Australian economic growth forecasts
2024 2025 Calendar years

% Change Q1 Q2 Q3 Q4f Q1f Q2f Q3f Q4f 2023 2024f 2025f 2026f

GDP %qtr 0.2 0.2 0.3 0.7 0.5 0.5 0.5 0.6 – – – –

%yr end 1.1 1.0 0.8 1.3 1.7 2.0 2.3 2.2 1.5 1.3 2.2 2.2

Unemployment rate % 3.9 4.1 4.1 4.0 4.1 4.2 4.4 4.5 3.9 4.0 4.5 4.5

Wages (WPI) %qtr 0.8 0.8 0.8 0.8 0.7 0.7 0.7 0.7 – – – –

%yr end 4.1 4.1 3.5 3.2 3.1 3.0 2.9 2.9 4.3 3.2 2.9 3.3

CPI Headline %qtr 1.0 1.0 0.2 0.2 0.5 0.7 0.9 0.8 – – – –

%yr end 3.6 3.8 2.8 2.4 2.0 1.7 2.4 2.9 4.1 2.4 2.9 2.7

CPI Trimmed Mean %qtr 1.0 0.9 0.8 0.5 0.5 0.6 0.7 0.7 – – – –

%yr end 4.0 4.0 3.6 3.2 2.7 2.4 2.3 2.4 4.2 3.2 2.4 2.5

Economic & financial forecasts

New Zealand economic growth forecasts
2024 2025 Calendar years

% Change Q1 Q2 Q3 Q4f Q1f Q2f Q3f Q4f 2023 2024f 2025f 2026f

GDP %qtr 0.3 –1.1 –1.0 0.3 0.4 0.6 0.6 0.7 – – – –

Annual avg change 1.4 0.6 0.1 –0.5 –1.2 –1.0 –0.2 0.8 1.8 –0.5 0.8 2.8

Unemployment rate % 4.4 4.6 4.8 5.1 5.3 5.4 5.4 5.4 4.0 5.1 5.4 4.6

CPI %qtr 0.6 0.4 0.6 0.5 0.5 0.3 0.9 0.3 – – – –

Annual change 4.0 3.3 2.2 2.2 2.1 2.0 2.3 2.1 4.7 2.2 2.1 2.1
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©2025  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.

Note: Luci Ellis, Westpac Chief Economist is a member of the 
Australian Statistics Advisory Council (ASAC) which is a key advisory 
body to the Minister and the Australian Bureau of Statistics on 
statistical services. Luci does not have access to sensitive data/ 
reports in her capacity as a member of ASAC.

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.
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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 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. 
BR000106). 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 
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