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Analysis and forecasts for this week’s key releases.

In this week’s edition:
Economic Insight: RBA policy at sixes & sevens, expected to cut in August.
The Week That Was: Guarded optimism.

Focus on New Zealand: Key labour market reports loom.

For the week ahead:

Australia: household spending, goods trade balance, job ads.

New Zealand: Q2 labour market survey, RBNZ inflation expectations.

China: CPI, PPI, current account balance, foreign reserves, Caixin services PMI.
United Kingdom: BoE policy decision.

United States: ISM services, factory orders, trade balance, consumer credit, inflation expectations.

Information contained in this report current as at 1 August 2025
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RBA policy at sixes & sevens, expected to cut in August

Luci Ellis
Chief Economist, Westpac Group

* The RBA Monetary Policy Board (MPB) in July opted to
wait for more confirmation that inflation is on track to
return to the midpoint of the 2-3% target range and stay
there. That confirmation has now come with the full June
quarter CPI data.

* We therefore expect the MPB to cut rates by 25bps at
its August meeting, to 3.6%. Further cuts in November,
February 2026 and May 2026, also look increasingly likely.

This week's data removes any awkwardness posed by
inflation remaining too high for the RBA’'s comfort, at

the same time that the labour market might be starting

to ease again. RBA Governor Bullock understandably
downplayed the pick-up in unemployment in the month of
June, given the volatility in the data. Further softening in
the labour market would sit uncomfortably with a decision
to hold the cash rate at restrictive levels when underlying
inflation is so close to target.

Normally, monetary policy decisions should not come down to
a single number tipping the balance. Monetary policy affects
the economy with a lag and thus needs to be forward-looking.
This time around, though, as in several recent quarters, the
latest read for underlying inflation has been material for the
RBA MPB’s upcoming decision.

This week's trimmed mean inflation data came in close to
what the RBA wanted to see. The outcome (0.6%qtr, 2.7%yr)
was spot on with the RBA's (unpublished) interim forecast,
even to the second decimal place (0.59%qtr) as revealed by
Deputy Governor Hauser at this week's 'fireside chat'. The
RBA seemed to have revised up its trimmed mean near-cast
after the last couple of monthly partial inflation reads, given
it would have required a 0.55%qtr print in order to reach its
initial 2.6%yr estimate from the May forecast round.

Our own forecast, confirmed in Westpac Senior Economist
Justin Smirk’s note earlier this week, was a ‘skinny’ 0.7%qtr,
with downside risk, so the outcome was just a shade below
our expectations. Quarterly reads in the ‘sixes and sevens’
puts underlying inflation squarely inside the RBA’s 2-3%yr
target range and is consistent with monetary policy no longer
needing to be restrictive.

We therefore believe that the MPB now has the confirmation
it needs to continue on its ‘cautious’ — if not so predictable last
month — path of removing current monetary restrictiveness.
Accordingly, we expect the RBA to cut the cash rate by 25bps

at its August meeting in a couple of weeks to 3.6%. With the
internal members likely switching their votes from hold to cut,
we expect the external members who voted to hold in July will
also switch to a vote to cut, leading to a unanimous decision.

We suspect that this week's data will come as something of

a relief to the RBA. By cementing the inflation case to cut, it
removes any awkwardness around the signs of a renewed
softening in the labour market, which would otherwise conflict
with its response to inflation risks. RBA Governor Bullock
downplayed the pick-up in unemployment in the month of
June, rightly emphasising that one should never get hung up
on one monthly read of a volatile series. The increase also took
the quarterly average unemployment rate exactly in line with
the RBA’s May forecast for June quarter. If, however, the RBA
were to keep the cash rate on hold again in August, only to see
further softening in the labour market in the July data released
two days after the meeting, it would complicate its strategy and
communication.

If we are correct that the MPB does cut in August, the path from
there also looks increasingly likely to line up with our current
forecast of cuts in November, then February and May 2026.
Assuming our expectations are borne out, that would take the
cash rate to a trough of 2.85%. We think this is at the lower end
of what could be regarded as neutral, and would reflect the
RBA'’s response to a path for underlying inflation that turns out
a little lower than what it forecast in May.

We got a little more colour on the RBA's interpretation of
these inflation data, with Deputy Governor Andrew Hauser
‘fireside chat’. Consistent with the new practice for a MPB that
is meant to be more independent than the previous Board was
(wrongly) perceived to be, the Governor and Deputy Governor
will not give guidance in appearances between meetings.

Hauser’s discussion on the state of the economy was broadly
confirmatory of our view. Inflation is in a good place and the
labour market is ‘close to full employment’. This does raise the
question of why the RBA thought it needed the confirmation
of the quarterly CPI, when it already had two-thirds of the
information behind the outcome.

Hauser also noted that there was a range of views among
MPB members about how tight the labour market is. Perhaps
some of them are mindful that an extended period of lower
unemployment and high participation could have resulted

in some path-dependence in the unemployment rate that is
feasible without instigating faster wages growth.

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



Cliff Notes: guarded optimism

Elliot Clarke, Head of International Economics
Ryan Wells, Economist

All eyes were on the long-awaited Q2 CPI in Australia. In
the event, the data confirmed that inflation is on track to
sustainably return to the centre of the RBA’s 2-3% target
range. The disinflationary pulse was clearly on display
across the bulk of the consumer basket, with the crucial
trimmed mean measure tracking a 6-month annualised pace
only a whisker above the midpoint (2.6%yr). The 0.7% gain
in headline inflation brought the annual pace down towards
the bottom of the band at 2.1%yr, as energy rebates
continued to supress electricity prices through the year —
note, this dynamic is set to reverse in coming quarters.

Following the Q2 CPI release, Chief Economist Luci Ellis
reaffirmed our call for RBA rate cuts in August, November,
February and May for a terminal rate of 2.85% -- which we see
as the lower end of the neutral range. With inflation now clearly
on a sustainable path towards the midpoint, the other side of
the Board’s mandate — full employment — will become the focus
of analysis. This was alluded to in the RBA Deputy Governor’s
‘fireside chat’ this week, with Hauser stating that keeping

the economy balanced “won'’t be an easy task” and that, if
unemployment were to rise sharply, they would “have to react”.

We also received constructive updates on the Australian
consumer this week. For retail sales, nominal trade beat
expectations, rising 1.2% in June and 0.8% through Q2.
However, price growth was the primary support for nominal
sales during the quarter, real retail sales rising just 0.3%.
The signal from personal credit growth was also promising,
suggesting credit card activity may have picked up towards
the end of Q2. While it remains to be seen if these outcomes
are more signal than noise, following such a lengthy period of
disappointment, these outcomes are certainly welcome. For
our in-depth take on the health of the Australian consumer,
please see our latest Red Book.

Before moving offshore, it is also worth noting that dwelling
approvals surprised sharply to the upside in June, up 11.9%
(27.4%yr). Most of the heavy lifting was done by the often-
volatile private units component, while the more stable private
detached houses segment continued to track a flat trend. The
outlook remains positive given the promise of RBA rate cuts, a
labour market in robust health and housing demand clearly in
excess of available supply.

Offshore, the US was the dominant market for both policy and
data developments this week.

At their July meeting, the FOMC voted to leave the fed funds
rate unchanged, albeit with two dissents — Bowman and
Waller preferring to cut. The statement outlined that, while

growth moderated in H1 2025, labour market conditions
remain solid. Inflation meanwhile "remains somewhat
elevated", running at an above-target rate abstracting from
the impact of tariffs. Made clear in the press conference is
that while activity growth is positive and the labour market in
balance, i.e. the unemployment rate is stable, the majority of
the Committee believe it is appropriate to keep pressure on
inflation to bring it closer to target.

The FOMC are mindful of the potential for downside risks to
compound, however. While US GDP rose 3.0% annualised in
Q2, this was primarily the result of a reversal of Q1’s abnormal
trade flows to get ahead of the implementation of tariffs.
Domestic demand grew just 1.4% annualised through H1
2025, half the average of the prior 10 years. Consumption
was weaker still, registering growth of just 0.9% annualised
over the first 6 months of the year while housing investment
contracted 3.0% annualised. Government demand was flat
over the period, and business investment growth weak at
1.9% annualised in Q2 after Q1l’s 10.3% annualised surge. If
these trends continue, the labour market will weaken further
in coming months and the FOMC will be justified in moving
closer towards a neutral setting. Note though, because of the
presence of structural supports for inflation as well as tariffs,
we continue to expect just 50bps of easing in H2 2025 and an
unchanged stance thereafter versus the market expectation of
around 110bps of easing through to end-2026. We also see
the US 10-year continuing to drift higher on fiscal concerns.

Other data released this week was relatively insignificant. And
both the Bank of Canada and Bank of Japan kept their policy
stance and tone unchanged.

In the Bank of Canada’s messaging, notable was the resilience
of Canada and the global economy to the trade uncertainty
created by the US. In Canada, trade-exposed sectors have
shown weaker demand for labour, but other sectors are in
robust shape, seeing excess supply only slowly trend up in
aggregate. Ahead, this disinflationary pressure will be judged
against the inflationary consequence of tariffs to gauge the
appropriate stance for policy. Downside risks for employment
and activity will also be closely monitored but, to a degree,
have already been protected against by the Bank of Canada
returning policy near neutral.

For the Bank of Japan, higher near-term inflation has not
shifted their perspective on policy or the known risks to the
outlook. FY2025 annual inflation (to March 2026) is now
expected to come in at 2.7%yr, up from 2.2%yr. However,
being the result of a one-off surge in the price of rice, itis
being looked through, with the BoJ’s focus remaining on
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https://www.westpaciq.com.au/economics/2025/08/boj-31-july-2025
https://www.westpaciq.com.au/economics/2025/07/inflation-Q2-cpi-2025
https://www.westpaciq.com.au/economics/2025/07/lucis-note-30-july-20252
https://www.westpaciq.com.au/economics/2025/07/aus-real-retail-sales-q2
https://www.westpaciq.com.au/economics/2025/07/australian-private-credit-june-2025
https://www.westpaciq.com.au/economics/2025/07/the-red-book-july-2025
https://www.westpaciq.com.au/economics/2025/07/aus-dwelling-approvals-june-2025
https://www.westpaciq.com.au/economics/2025/07/aus-dwelling-approvals-june-2025
https://www.westpaciq.com.au/economics/2025/07/fomc-31-july-2025

wage outcomes and their impact on demand-driven inflation.
Corporate profit margins are supportive of further robust
wage gains, but the uncertainty clouding the global outlook is
not. Our base expectation is that the BoJ will remain patient
and only raise their policy rate again in March 2026. But we
are mindful of their take on the summer bonuses data due late
August. If this shows enough promise, and global uncertainty
ebbs, the next rate hike could come in January 2026 instead.

Before concluding for the week, it is worth highlighting that
the White House continues to announce updated tariff rates
for nations across the world, effective 7 August. This week,
the administration announced that country’s who have a

trade deficit with the US will have a minimum tariff of 10%
(Australia included), and those with a trade surplus a minimum
rate of 15%. Individual country rates vary significantly though,
with recent examples including: Switzerland, 39%; Canada,
35% (excluding USMCA goods); South Africa, 30%; India,
25%; Taiwan, 20%; and Thailand / Cambodia, 19%. Industry
tariffs are still be assessed by the administration and there is
the potential for retaliation. US trade policy is therefore likely
to remain a focus for markets in the weeks to come ahead of
clear evidence of the policy’s impact on the US economy —
which is likely into Q4.
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W4 FOCUS ON NEW ZEALAND

Key labour market reports loom

Darren Gibbs
Senior Economist NZ

For the most part it has been another subdued week for Kiwi
financial markets, with the focus for local investors mostly
on a busy week of central bank meetings and important data
releases across the globe. This week’s domestic data has
not shifted the dial as far market pricing for the next RBNZ
meeting is concerned. The market continues to assess an
85% probability of a 25bp cut in the OCR on 20 August —in
line with Westpac’s view — and a better-than-even chance of
a final 25bp cut early next year.

One piece of international news of direct relevance to

New Zealand was President Trump’s announcement that
goods from New Zealand will face a tariff of 15% from 1
August, up from the 10% tariff that had been announced
originally on 2 April. This is also higher than the tariff that
will be faced by Australian exporters, which was confirmed
at 10%, putting New Zealand at a slight competitive
disadvantage in key exports such as beef and lamb. While
this additional tariff is clearly disappointing and unhelpful, we
continue to think that the tariff will be manageable for most
commodity exporters given the high prices that are currently
being achieved. The level of the exchange rate also continues
to be supportive of the export sector. And in many cases these
tariffs — should they not be reversed by legal challenge — will
likely ultimately be paid by the US consumer. But for some,
such as those operating in the wine industry, a 15% tariff will
likely be challenging.

Activity/employment compared with year earlier
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Turning to this week’s local news, the ANZ business survey
for July portrayed a broadly similar picture to the June survey.
Both general confidence and firms’ outlook for year ahead

activity remained at historically high levels, led by optimism in
the agriculture sector. By contrast, the retail, construction and
manufacturing sectors continued to report lower activity than
a year earlier, and all sectors reported weaker employment
than a year earlier. Somewhat surprisingly, expectations
regarding the outlook for residential construction slumped to
the lowest reading in a year. However, this indicator is volatile
from month to month and so we would not read much into a
single month’s outcome.

Regarding inflation, the net proportion of respondents
expecting to raise their selling prices over the next three
months fell to the lowest level since December last year, led
by softening expectations in the manufacturing and services
sector. Even so, it remains higher than historically consistent
with annual inflation remaining in the 1-3% target band.

By contrast, firms' forecast of annual inflation a year ahead
remained steady at 2.7%. This is in line with the average
reading in the low inflation era, but above where it stood in
the years leading up to the pandemic when CPl inflation was
running below 2%.

Business inflation expectations
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Turning to the consumer, confidence appears to have
stepped back in July with the ANZ’s index falling 4pts to
94.7, thus remaining within the choppy range seen this year
and at a level that is well below the long-term average -
although closer to trend considering consumer confidence
has been trending down for several years. At least part of
the discontent felt by households likely owes to the recent
uplift in food price inflation, with year-ahead expectations
of CPl inflation nudging up to a fresh 2-year high of 5.1%.
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Perceptions regarding the current state of the labour market
and the economy also continue to weigh heavily, with the
current conditions index sitting at just 85.4 in July. Meanwhile,
respondents’ expectations regarding house prices also
moderated in July, with the expected price increase over the
coming year falling to a more than 1-year low of 2.9%.

Consumer confidence and inflation expectations
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Staying with the housing market, dwelling consent issuance
also remained in a choppy sideways trend in June, falling
6%m/m following a 10%m/m increase in May. Over the June
quarter the number of consents issued was almost identical
to a year earlier, and consistent with annual building levels
remained at around 33,000 to 34,000 per year. This is down
sharply from the peak but still a historically robust level of
building considering the present rate of population growth
and the stage of the construction cycle. That activity has
contributed to the stability seen in house prices even as the
number of house sales has increased from previous low levels.

The final data release of note this week was the Monthly
Employment Indicator for June. According to Stats NZ, the
number of filled jobs — as measured by tax records - rose
0.1%m/m. Unfortunately, as is usually the case, the previous
month was revised down to show a 0.1%m/m decline
compared to the 0.1%m/m increase reported earlier. It seems
very likely that the June estimate will face a similar revision
when the July figures are released later this month.

As currently reported, the number of filled jobs declined 0.3%
in the June quarter — the fifth consecutive quarterly decline.
The industry detail pointed to continued growth in areas
dominated by the public sector. Specifically, the number of
people working in public administration and safety, education
and training, and the healthcare and social assistance
industries rose 0.3% in the June quarter and was 0.7% higher
than a year earlier. By contrast, the number of jobs elsewhere
in the economy fell 0.5% in the quarter and by 2.4% over the
past year. Jobs growth is noticeably stronger in the South
Island than the North Island (where urban areas predominate).

Monthly Employment Indicator
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Turning to the week ahead, the focus will remain on the labour
market with the release on Wednesday of the Household
Labour Force Survey (HLFS) and Labour Cost Index (LCI) for
the June quarter. As my colleague Michael Gordon writes in
his preview, in line with the Monthly Employment Indicator,
we expect that the HLFS will report a 0.3% decline in
employment in the June quarter, in contrast with the 0.2%qg/q
increase that the RBNZ had forecast in the May Monetary
Policy Statement. We expect that job losses will likely
continue to be concentrated amongst younger people, some of
whom may have simply exited the labour force and returned
to education and other training. But while the labour force
participation rate is likely to have declined, dampening the
impact on the official measure of unemployment, we still
expect the unemployment rate to have increased to 5.3% from
5.1% in the March quarter — a tenth higher than the RBNZ'’s
May forecast.

We also expect to see further evidence of wage inflation
dropping back to levels consistent with low and stable
inflation. We forecast a 0.5%q/q lift in the LCl in the June
quarter following a 0.4%q/q increase in the March quarter.
If we are correct, annual growth will slow to 2.3% from
2.9% previously, helped by the dropping out of earlier large
settlements in the public sector.
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AUS: Jun Household Spending Indicator (%mth)
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NZ: 03 RBNZ Survey of Expectations

Aug 7, Expected Inflation Two Years Ahead, Last: 2.29%

Inflation expectations will be a key focus for the RBNZ ahead
of its August policy meeting. While the RBNZ maintains an
easing bias, inflation is pushing higher, raising questions
about the extent and pace of further rate cuts. If longer-term
expectations remain contained, it will be easier for the RBNZ
to look through the recent uplift in inflation. Expectations

of inflation have been pushing higher in recent months at

all horizons, and we expect that trend will continue in the
September quarter survey. Even so, longer-term expectations
are likely to remain close to 2%.
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14 FOR THE WEEK AHEAD

What to watch

Market Westpac

For  Data/Event Unit Last flc flc Risk/Comment
Mon 04
Aus Bank Holiday - - - — NSW only. Markets still open.
Jul MI Inflation Gauge %ann 2.4 - — Consistent with inflation at mid-point of target range.
Eur Aug Sentix Investor Confidence index 4.5 8.0 — Confidence remains shaky as trade uncertainties loom.
US Jun Factory Orders %mth 8.2 -5.0 — Weakness in durable goods orders to drive decline.
Tue 05
Aus Jul ANZ-Indeed Job Ads %mth 1.8 - — Foreshadowed the stabilisation in official job vacancies.
Jun Household Spending %mth 0.9 0.8 0.7 Another solid gain likely in June, with vols up over the quarter.
NZ  Jul ANZ Commodity Prices %mth -2.3 - -1.5 Softer dairy, stronger meat prices.
Chn Jul Caixin Services PMI index 50.6 - — Services is lagging as consumers build confidence
Eur Jun PPI %ann 0.3 - — Greater trade with China could see producer prices decline.
US  Jun Trade Balance USDbn -715 -62.0 — Imports of critical inputs still driving a widening trade deficit.
Jul ISM Services index 50.8 Bl — Consumers remain resilient thus far.
World Jul S&P Global Services PMI index - - — Final estimate.
Wed 06
Nz Q2 Unemployment Rate % 5.1 53 5.3 Rise in unemployment rate dampened by falling participation ...
Q2 Employment %qtr 0.1 -0.2 -0.3 ... with job losses most prominent among youth.
Q2 LCI Wage Inflation (Pvte, Ord. Time) %qtr 0.4 0.6 0.5 Labour costs back in line with 2% overall inflation.
Eur Jun Retail Sales %mth -0.7 0.4 — Pace of consumer spending starting to slow.
Thu 07
Aus Jun Goods Trade Balance AUDbnN 2.2 5.4 3.5 Port data points to solid growth in export volumes.
NZ Q3 RBNZ Inflation Expectations %ann 2.3 - — Has picked up, but remains contained in target range.
Chn Jul Foreign Reserves USDbn 3317 - — Downside risk as China continues to unwind its UST portfolio.
UK BoE Policy Decision % 4.25 4.00 4.00 Cautious cut amid lasting inflation and weaker labour market.
Us Q2 Productivity %qtr -15 2.5 — US bucking the longer-term global trend of weak productivity.
Initial Jobless Claims 000s 218 - — Remains low compared to history.
Jun  Wholesale Inventories %mth 0.2 - — Final estimate
Jun Consumer Credit USDbn 5.1 7.2 — Growth pace remains weak.
Jul NY Fed 1-Yr Inflation Expectations %ann 3.02 - — Back to pre ‘Liberation Day’ levels.
Fri 08
Jpn  Jun Household Spending %ann 4.7 27 — Rice prices are weighing on consumer sentiment.
Jun Current Account Balance ¥bn 3436.4 1598.4 — Pull-back in purchases of foreign securities buoys surplus.
Chn Q2 Current Account Balance USDbn 165.4 - — Surplus widening on firm global export demand.
Sat 09
Chn Jul CPI %ann 0.1 - — Excess capacity weighs on producer prices, which coupled ...
Jul PPI %ann -3.6 - — ... with soft demand is keeping consumer prices low.

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 (1 Aug) Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27
Cash 3.85 3.60 335 3.10 2.85 2.85 2.85 2.85 2.85
90 Day BBSW 3.69 BI55 3.30 3.05 295 295 295 295 295
3 Year Swap 3.39 3.35 3.45 3.60 3.75 3.80 3.85 3.90 3.95
3 Year Bond 3.47 3.40 3.50 3.65 3.80 3.85 3.90 3.95 3.95
10 Year Bond 4.32 435 4.40 4.40 4.45 4.50 4.55 4.60 4.65
10 Year Spread to US (bps) -6 -15 -15 -20 -20 -20 -20 -20 -20
United States
Fed Funds 4375 4.125 3.875 3.875 3.875 3.875 3.875 3.875 3.875
US 10 Year Bond 4.38 4.50 4.55 4.60 4.65 4.70 4.75 4.80 4.85
New Zealand
Cash 3.25 3.00 3.00 3.00 3.00 3.00 3.25 3.50 3.75
90 Day Bill 3.19 3.10 3.10 3.10 3.10 3.20 3.45 3.70 3.85
2 Year Swap 3.16 3.30 335 3.50 3.65 3.80 3.90 3.95 4.00
10 Year Bond 4.55 4.65 4.70 4.75 4.80 4.85 4.90 4.95 4.95
10 Year Spread to US (bps) 17 15 15 15 15 15 15 15 10
Exchange rate forecasts

Latest (1 Aug) Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27
AUD/USD 0.6433 0.66 0.68 0.69 0.70 0.71 0.71 0.72 0.72
NzD/USD 0.5881 0.60 0.61 0.61 0.62 0.62 0.62 0.63 0.63
USD/IPY 150.66 143 141 139 137 136 135 134 133
EUR/USD 1.1415 1.18 1.19 1.19 1.20 1.21 1.21 1.21 1.21
GBP/USD 1.3199 1.37 1.37 1.37 1.37 1.37 1.37 1.38 1.38
USD/CNY 7.2087 7.15 7.10 7.05 7.00 6.95 6.90 6.80 6.70
AUD/NZD 1.0939 1.10 1.12 1.13 1.13 1.14 1.14 1.14 1.14

Australian economic forecasts

2025 2026 Calendar years
% Change Q1 Q2f Q3f Q4f Qif Q2f Q3f Q4f 2024  2025f 2026f 2027f
GDP %qtr 0.2 0.6 0.4 0.5 0.5 0.5 0.6 0.6 - - - -
%yr end 1.3 1.7 1.8 1.7 2.0 2.0 2.1 2.2 13 1.7 2.2 2.6
Unemployment rate % 4.1 4.2 4.3 4.4 4.4 4.5 4.5 4.5 4.0 4.4 45 4.3
Wages (WPI) %qtr 0.9 0.8 0.7 0.6 0.8 0.8 0.7 0.7 - - - -
%yr end 34 34 3.2 3.1 3.0 2.9 2.9 3.0 3.2 3.1 3.0 3.0
CPI Headline %aqtr * 0.9 0.7 0.9 0.6 0.6 0.8 0.7 0.5 - - - -
%yr end * 24 2.1 3.0 34 3.1 29 2.7 2.6 24 3.4 2.6 2.6
CPI Trimmed Mean %qtr * 0.7 0.6 0.7 0.6 0.5 0.6 0.6 0.6 - - - -
%yr end * 29 2.7 2.6 2.6 25 2.4 23 2.3 33 2.6 2.3 2.6

* Forecasts currently under review

New Zealand economic forecasts

2025 2026 Calendar years
% Change Q1 Q2f Q3f Q4f Qif Q2f Q3f Q4f 2024 2025f  2026f  2027f
GDP %qtr 0.8 0.3 0.7 0.9 0.8 0.7 0.7 0.7 - - - -
Annual avg change -1.1 -0.8 0.2 1.3 2.1 2.7 2.9 29 -0.6 1.3 2.9 2.8
Unemployment rate % 5.1 B3 B8 5.2 5.0 4.8 4.6 4.4 5.1 5.2 4.4 4.1
CPI %qtr 0.9 0.5 0.9 0.5 0.5 0.4 0.9 0.4 - - - -
Annual change 25 2.7 3.0 3.0 25 23 23 2.1 2.2 3.0 2.1 2.0

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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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
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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; (b) 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; (c) to the best of the author’s knowledge, they are not in
receipt of inside information and this material does not contain inside
information; and (d) no other part of the Westpac Group has made any
attempt to influence this material.

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, Westpac Institutional Bank refers to
the brand under which 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.

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.
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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'). In accordance
with APRA's Prudential Standard 222 'Association with Related
Entities', Westpac does not stand behind WCM other than as provided
for in certain legal agreements between Westpac and WCM and
obligations of WCM do not represent liabilities of Westpac.

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 outin 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.
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