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Analysis and forecasts for this week’s key releases.

In this weelc’s edition:
Economic Insight: RBA cuts cash rate in evolution, not revolution, of views.
The Week That Was: Labour market to determine pace of policy adjustment.

Focus on New Zealand: Are we there yet?

For the week ahead:

Australia: Westpac-MI Consumer Sentiment.

New Zealand: RBNZ policy decision, trade balance, business sentiment.

Euro Area: Final HICP inflation, trade balance, consumer confidence.

United Kingdom: CPl inflation, retail sales, GfK consumer confidence.

United States: FOMC minutes, housing starts and permits, existing home sales, Phily Fed Business survey.

Global: Preliminary PMIs for August.
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RBA cuts cash rate in evolution, not revolution, of views

Luci Ellis
Chief Economist, Westpac Group

* The RBA Monetary Policy Board (MPB) cut the cash
rate by 0.25ppts to 3.6% following its August meeting
as widely expected. With underlying inflation clearly
inside the 2-3% target range and heading towards its
2%% midpoint, the need for restrictive monetary policy
is dissipating. The updated inflation forecasts are largely
unchanged but show a 2.5% at the end of the (extended)
forecast horizon to December 2027.

* The RBA’s forecasts are predicated on further cuts to the
cash rate as expressed by market pricing last week. The
trough rate implied by this assumption is now sub-3%,
consistent with our own view. In the press conference,
the Governor did not rule out back-to-back cuts and
emphasised that the MPB would take things meeting by
meeting. The every-other-meeting pace implied by our own

recent forecasts still seems a reasonable base case, though.

* The RBA has downgraded its near-term view of trend
productivity growth, and hence GDP growth. Importantly,
this does not imply a downgrade to the long-run trend. In
addition, the RBA has moved away from its view of a year
ago that slow productivity growth presented an upside
risk to inflation.

The decision by the MPB to cut the cash rate was widely
anticipated. Inflation is at target and likely to stay there. The
labour market has eased further, though the statement still
characterises it as ‘a little tight'. It was hard to construct a
scenario where the information flow between the July and
August meetings would have made the MPB want to keep
rates on hold in August. Nonetheless, the benign print for Q2
underlying inflation and slight pick-up in unemployment were
as expected. This helped ‘seal the deal’ and gave the six MPB
members who had previously wanted to wait the evidence

they needed to be comfortable cutting the cash rate in August.

They joined the three who had voted for a cut in July for a
unanimous vote this time, as we expected.

The evolution in the RBA’s views since May, as expressed

in its forecasts, has been fairly minor. The unemployment
forecast is unchanged, implying no further increases in the
unemployment rate from here. At these levels, the RBA
assesses that ‘some tightness remains’ in the labour market.
This benign outcome is vulnerable to labour supply rising
faster than working-age population growth, given the multi-
decade trend increase in female participation.

The forecasts for trimmed mean inflation now show a 2.5%
for end-2027, the additional period as the forecast horizon

rolls forward with time. But the flat-as-a-pancake 2.6% rate
remains the forecast for the whole period covered by the
May forecasts. Within the total, housing-related inflation is
expected to be a little higher than previously forecast, while
traded goods inflation could be a little lower, given slower
global growth amid trade disputation.

The SMP highlights that trade patterns have adapted to US
tariffs relatively smoothly, even though tariff rates have landed
somewhat higher than assumed a few months ago. In particular,
the Chinese economy has remained resilient; a key judgementin
the forecasts — which we share —is that the Chinese authorities
will continue to use policy stimulus to ameliorate the impact
from trade restrictions and ongoing US policy uncertainty.

The forecasts for public demand and consumption have been
lowered relative to the May forecasts. However, both are still
expected to pick up over the next couple of years. The SMP
points to government budgets in support of a view that the
weakness in public demand will be temporary. Lower interest
rates and some positive real income growth will both support
consumption growth, as also implied by our own forecasts.

“RBA cuts cash rate 0.25ppts to 3.6%,
with more cuts assumed to be needed
to keep inflation at target.”

The revised RBA forecasts are predicated on the cash rate
declining further from here, with the implied trough at

2.9% in 2026, similar to our own expectations. In the media
conference, the Governor highlighted that a couple more rate
cuts were necessary to achieve the current forecasts and keep
inflation at target. She also noted that holding rates constant
from here would result in inflation falling below the target
midpoint. The Governor did not rule out back-to-back cuts
and emphasised that the MPB would take things meeting by
meeting. The every-other-meeting pace implied by our own
recent forecasts still seems a reasonable base case, though.

RBA productivity view finally catches up to Bank
of Canada

The main change in the RBA’s views relates to GDP growth
and productivity. Specifically, the RBA has revised down its
assumption on trend productivity growth from around 1%yr
to 0.7%yr, citing consistently lower outcomes than expected
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recently. The forecast for GDP has been revised down
proportionally, though a pick-up in growth is still expected
over the next couple of years.

The SMP devoted an entire chapter to explaining the

change. Some of the recent weakness in productivity was
acknowledged as being due to industry-specific factors

that will unwind. These are the increased share of the non-
market sector and the decline in mining productivity that
Westpac Economics has been flagging for some time; the
RBA's quantitative estimates of the drag align with our own
previously published estimates. However, the trend growth
rate that the RBA expects productivity to converge to as these
factors unwind is now this lower 0.7%yr rate. In the media
conference, the Governor characterised the change as being
a fix to a ‘puzzle’, whereby their inflation and unemployment
forecasts turns out to be roughly correct, but GDP and wages
growth both turned out to be weaker than forecast.

One consequence of the revised view of trend productivity
growth is that the RBA's view of potential or trend output
growth over the next couple of years is also lower now. To

put this in perspective, the downgrade to trend GDP is similar
to the one implied by population growth being lower (1.2%-
1.3%) in the forecast period than the 1.5%-1.6% range seen
in the years leading up to the pandemic. The differences relate
to the implications for (per person) living standards.

The recognition that productivity growth has been slower in
recent decades than it was in the IT-boom of the late 1990s is
not new (see this 2021 speech and this 2023 Bulletin article).
Itis also not Australia-specific but relates to a range of global
factors, including the level of business dynamism, competition
and adoption of technology. The downgraded RBA forecasts
for business investment — and thus growth in the capital stock
— have particular salience for this issue. These were reduced by
more than GDP growth was, in recognition that slower demand
growth lowers the return to future investment. This points

to a disturbing path-dependence of lower growth begetting
even less future supply capacity. If true, it would make a policy
mistakes of keeping policy too tight even more problematic.

Importantly, the RBA does not assume that the weaker trend
for the next couple of years necessarily implies that the long-
term trend growth in productivity (and hence potential output
growth) will be low. This would have been a big call given the
current optimism around Al and other technologies and their
implications for productivity growth.

What is new is that the RBA explicitly states that this
reassessment has no implications for inflation. All the hand-
wringing a year ago about wages growth being too fast given
trend productivity growth turned out to be misplaced. The
explicit assumption now is that households and businesses
have (likely subconsciously) adapted to slower productivity
growth, which is why wages growth is slower. This is exactly

how the Bank of Canada framed the issue more than a year
ago. Accordingly, this change in view has not boosted the
inflation forecasts, but if anything has reduced the RBA's
views of upside risks to inflation from this source and made it
less nervous about further rate cuts.
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Labour market to determine pace of policy adjustment

Elliot Clarke, Head of International Economics
Ryan Wells, Economist

In Australia, the RBA Monetary Policy Board (MPB)
unanimously decided to cut the cash rate by 25bps, a

move that came as no surprise to market participants. This
week’s decision chalks up a cumulative 75bps of rate cuts
since February, highlighting the MPB’s intent to gradually
reduce policy restrictiveness as underlying inflation settles
sustainably at the mid-point of the target range. The MPB
continued to emphasise a “heightened level of uncertainty”,
meaning incoming data will remain critical to the pace at
which policy is eased towards neutral.

In a video update midweek, Chief Economist Luci Ellis
discussed the August decision and the RBA's updated
forecasts. Outside of the downgrade to the RBA’s productivity
assumption — which fed into a lower growth profile without
any consequences for inflation — key forecasts were broadly
unchanged. Underlying inflation is expected to remain flat at
2.6%yr for the next two years before dropping to 2.5%yr in
Dec-27 while the unemployment rate holds at 4.3%. These
forecasts are predicated on a cash rate path similar to our own,
so we remain comfortable calling for a further 75bps of easing
to 2.85% on a quarterly pace to May 2026.

With inflation now largely under control, labour market
developments are poised to receive a larger weight in the
RBA's reaction function. This week’s labour force data
confirmed a gradual softening trend is re-emerging, with
July’s around-average employment gain of +24.5k barely able
to offset two months of essentially zero net job creation. The
unemployment rate has also started to lift above the 4% mark.
The fact that its recent rise has been driven by an increase in
youth unemployment — a labour market cohort more sensitive
to changes in the business cycle — signals a broader lift in total
unemployment is likely in coming months.

The shifting balance of risks was also evident in the Q2

Wage Price Index. The 0.8% (3.4%yr) gain was in line

with consensus and the RBA'’s forecasts and suggests the
labour market is no longer a source of material upside risk

for inflation. The softening trend in employment was also
evident in the NAB business survey despite an improvement
in conditions (up to +5 in July). Private businesses are likely to
limit their appetite for additional labour until a sustainable and
broad-based uptrend in growth becomes evident.

Offshore, the major event was President Trump’s decision

to extend the 90-day tariff truce between the US and China
for another term. This follows the sharp escalation post-
Liberation Day, where US tariffs surged to 145% before
being scaled back to 30% under the initial truce, which China
responded to with a tariff reduction to 10%. Talks continue

toward a lasting agreement, with rare earth minerals and
China’s access to technology the focus.

Comments from FOMC officials continued to focus on inflation
risks and the latest price data provided justification. Headline
consumer prices rose 0.2% in July, consistent with the average
pace over the first half and expectations for this release.
However, underlying pressures firmed, the core CPI lifting
0.3% in the month — the strongest monthly gain since January.
Within the detail, services inflation accelerated to 0.4%mth,
led by a sharp 4.0%mth rise in airline fares, alongside firmer
prints for recreational, education, and medical services. Core
goods inflation was contained at 0.2%, but the pickup in the
6-month annualised pace from 0% in December 2024 to an
average of 1.2% in June/July makes clear tariff costs are slowly
being passed through. Overnight the producer price detail also
highlighted a combination of capacity constraints and tariff
passthrough, core goods prices up 0.4% and services 1.1%.

China’s consumer inflation pulse is, in contrast, non-existent,
the annual CPI unchanged over the year as producer prices fell
3.6%. Excess industrial capacity and soft consumer demand
are the cause of this price weakness and, until supply tightens
meaningfully, this trend is likely to remain entrenched.
Authorities in China continue to provide incremental support
to the consumer, this week through a subsidised consumer
credit scheme which has capacity to support a broad array of
purchases. But, as made clear by the credit and deposit trends,
consumers remain extremely cautious on their finances and
are therefore reticent to ramp up discretionary purchases.

If confidence in the outlook amongst households does not
strengthen, our 4.6% forecast for GDP growth in 2026 is likely
to face downside risks. Further detail on our expectations for
China can be found in Westpac Economics’ August Market
Outlook, due for release later today on Westpac Q.

Finally, data for the UK this week was constructive. UK GDP
beat expectations, gaining 0.3% in Q2 after a strong 0.7%
result in Q1. Though the Q2 result was principally due to
support from public demand, with household consumption

up just 0.1% and investment down 1.1%. The latest labour
market data also showed tentative signs of improvement. The
unemployment rate held at 4.7% in June, unchanged from the
prior month, as employment growth accelerated to a nine-
month high of +238k. Together these outcomes suggest a
robust flow of new entrants into the labour force in response
to robust labour demand. In such circumstances, wage growth
is likely to maintain a robust pace, rising 4.8%yr over the
three-months to June compared to 4.9%yr in May.
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W4 FOCUS ON NEW ZEALAND

Are we there yet?

Kelly Eckhold
Chief Economist NZ

This week we published our latest Economic Overview.

The report was titled “Are we there yet?” The cover page
featured a picture of a bored child sitting in the back of a
car, gazing out of the window, on what we imagine to be a
long road trip. This experience — including the constantly
repeated refrain “Are we there yet?” from the back seat, will
be familiar to many parents.

A bit like the child in the picture, the New Zealand economy
has been on a road trip in recent years, and households and
businesses are similarly anxious — and increasingly impatient
—to reach the destination. In this case, the hoped-for endpoint
— sustained solid rates of growth with low inflation —is coming
into view, but there's still some distance to travel.

Our updated forecasts continue to paint a picture of cautious
optimism for New Zealand’s economy. While growth has
slowed in the middle of the year, the outlook for 2026 is more
promising, with GDP growth expected to rise from 2.4% in
2025 to 3.1% in 2026. This improvement is underpinned

by the cumulative effects of the RBNZ’s monetary easing,
resilient export performance, and a gradual recovery in
household and business demand.

It’s still very much a two-speed economy. Household finances
remain under pressure due to high living costs and a weak
labour market. Hence consumer spending remains modest,
especially for discretionary items. This was again evident this
week, with electronic card spending at retail stores rising just
0.2%m/m in July. Growth was led by spending on groceries,
where prices have been rising (food prices increased 5.0%y/y in
July). By contrast, discretionary spending (e.g., hospitality and
durables) has essentially been flat over the past four months.

The housing market appears well-balanced. Demand has
picked up a bit, with this week’s REINZ report pointing to

a 4%yl/y lift in house sales in July. At the same time, house
prices remained broadly stable (rising earlier in the year but
falling over the last couple of months). We are still expecting
a stronger finish to the year so that house prices grow 3-4%

in 2025, increasing to 6% growth in 2026. That said, housing
supply has been unusually responsive to rising demand as
more properties have come to market, while the level of new
home building has remained firm despite declining sharply
from its previously highs. And with population growth also
slowing (net migration stood at less than 14,000 in the year to
June), it is possible that house prices will remain more subdued
than we had earlier anticipated.

Business sentiment remains cautious, and many businesses
say the going has been tough. While activity lifted earlier in
the year, recent indicators have softened. Firms are optimistic
about future conditions as they look forward to lower interest
rates and government initiatives like the Investment Boost
scheme. But in the here and now, firms remain in hunker-

down mode. That said, this week it was heartening to see the
BusinessNZ manufacturing PMI rise to a 3-month high of 52.8
in July after spending two months back below 50, with the new
orders index rising to its highest level in almost three years.

The labour market remains weak. Some firms are still letting
staff go, and all firms are trying to do more with their existing
workforce for now. Even so, the unemployment rate is only
rising gently. It reached 5.2% in the June quarter and is
expected to peak at 5.3% by year-end. That’s just above

the RBNZ'’s most recent forecast, but in line with where its
expectations have ranged over most of the last couple of
years. The labour market always lags the cycle, hence job
advertisements remain well below pre-Covid levels (and as of
this week’s MBIE report for July, is yet to exhibit a discernible
uptrend). When the labour market decisively turns, this will
likely boost consumer sentiment, spending and demand, and
elicit a virtuous cycle from businesses.

The strong point in the economy remains the agricultural sector,
and this strength is expected to continue. Export prices remain
high, and we expect to retain those gains for the foreseeable
future. The farmgate milk price is forecast to remain at a
historically high $10/kg. Beef and lamb prices are elevated due
to global supply constraints that seem unlikely to be alleviated
in the near term. Kiwifruit and apple prices are also strong,
supported by demand and quality improvements. Export log
prices are set to rise slightly, aided by China’s recovery. The
most vulnerable area in the primary sector is the wine industry,
where global supply is ample and where tariffs might blunt
consumer appetites and promote diversion of product into
markets we already rely on. But for most of our commodity
exporters, the still-supportive level of the New Zealand dollar
and global supply constraints mean that we think that returns
can remain robust, even with tariffs and weaker global growth.

A generally supportive factor has been the stabilisation

and improvement in the global outlook in recent months.

Risks of a full-blown trade war have diminished, and the US
tariff framework is now clearer. New Zealand’s 15% tariff is
manageable for most, and exporters seem to be adapting well
even though trading partner growth is forecast at 2.7% in
2025, below pre-pandemic averages.
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Given the need to address the structural deficit, fiscal policy

is unlikely to contribute much to growth in the near term, but
there are reasons to expect a greater contribution looking
forward. For now, the budget is tight, but our forecasts suggest
tax revenue will eventually outstrip Budget 2025's relatively
pessimistic forecasts. There may be scope for promises of
increased discretionary spending or modest tax cuts in Budget
2026 — which may be well timed ahead of next year’s General
Election. We think the Government will stick with the objective
of returning to a small OBEGALXx surplus by 2028/29 which
will leave net debt peaking at around 44% of GDP in 2026/27
and gradually declining thereafter. The Minister of Finance
noted this week that there will be limited tolerance for shifting
the timeframe to achieve surplus beyond 2028/29.

The Government’s efforts to boost infrastructure development,
ease regulatory constraints on building and agriculture and,
critically, the new Investment Boost policy should add to
growth over the medium term. At least in the near term, the
Investment Boost policy should have its greatest impact in

the agriculture-linked sectors (where incomes are strongest)
and in the commercial property sector (where accelerated
depreciation on long-lived assets will be more significant).

It's possible that credit rating agencies may become impatient
with the long period of fiscal deficits and rising net debt.
Investors should be alert for risks that any signs of further
slippage in fiscal discipline prompts a sovereign credit rating
downgrade. These risks might be elevated by New Zealand’s
generally weak productivity performance and still-wide
current account deficit. We see the current account deficit
narrowing further reflecting the full-year flow through of
strong export returns, but it’s likely to remain wider than
historical norms at around 4.5% of GDP.

The inflation outlook will be a key factor driving interest rates.
Consumer price inflation rose to 2.7% in the year to June and
core inflation is contained but not low. Looking ahead, inflation
is expected to push higher over the coming months. In fact,
with continued increases in the costs of food, electricity and
other items in Stats NZ’s July Selected Prices update, we're
now forecasting that inflation will rise back up to 3.1% in the
September and December quarters (both 0.1ppts higher than
we previously assumed). That rise in inflation is a key concern
for the RBNZ, particularly with some measures of inflation
expectations lifting in recent months.

This brings us to the outlook for monetary policy. This week
we also published our preview of the RBNZ's upcoming

20 August meeting, which will also see the RBNZ provide
updated forecasts in the accompanying Monetary Policy
Statement. In that preview we ran through developments
since the May meeting and how these are likely to be
interpreted by the RBNZ’s Monetary Policy Committee
(MPC). On balance, we think that the MPC are likely to view
the economy as broadly tracking in line with expectations.
Therefore, we concluded that the MPC is very likely to deliver
the further 25bps easing that it signalled in May, and again at
last month’s meeting. This would take the OCR to 3%.

More interesting for markets will be what the RBNZ signals
about the outlook for policy at subsequent meetings — once
again, in the RBNZ’s view, “Are we there yet”. Our forecast
remains that next week’s easing will most likely be the last for
this cycle. However, we expect the RBNZ will communicate a
data-dependent easing bias that implies some chance - similar
to the roughly 50/50 chance communicated in May — of a
further 25bp easing towards the end of the year (most likely at
the November MPS — we think the bar to easing in October is
higher). It is worth noting that we may well have a new RBNZ
Governor by the November meeting (as well as a new external
member of the MPC) which will also have a bearing on the
policy outlook.
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14 FOR THE WEEK AHEAD

What to watch

Market Westpac

For  Data/Event Unit Last flc f/c Risk/Comment
Mon 18
NZ  Jul BusinessNZ PSI index 47.3 - — Businesses continue to report soft trading conditions.
Eur Jun Trade Balance €bn 16.2 - — Imports have been soft recently.
us Aug NAHB Housing Market index 33 34 — Homebuilder sentiment wallows as rate pressure holds.
Tue 19
Aus Aug Westpac—MI Consumer Sentiment index 93.1 - — Positive reaction to the latest RBA cut expected.
Us Jul Housing Starts %mth 4.6 -2.4 — Affordability issues shifts focus to lower-cost projects.
Jul Building Permits %mth -0.1 -0.2 A fourth consecutive decline expected.
Wed 20
Nz RBNZ Policy Decision % 3.25 3.00 3.00 RBNZ to maintain data dependent easing bias.
Jpon  Jun Core Machinery Orders %mth -0.6 -1.0 Closely watched as a leading indicator of capital spending.
Eur Jul HICP Inflation %ann 2.0 - — Final estimate.
UK  Jul CPI %ann 3.6 - — Business tax hikes look to be passing through to consumers.
us FOMC Meeting Minutes - - - — More colour on how members view the balance of risks.
Fedspeak - - - — Bostic, Waller
Thu 21
Aus Aug Ml Inflation Expectations %ann 4.7 - — Some certainty around tariffs should drive a further easing.
NzZ  Jul Trade Balance Smn 142 - -436 Seasonal pickup in imports, flat exports.
Jpn  Aug S&P Global Manufacturing PMI index 489 - — Trade uncertainty causing reluctance for new orders.
Aug S&P Global Services PMI index 53.6 - — Domestic economy supporting the services sector.
Eur Aug HCOB Manufacturing PMI index 49.8 - — Manufacturing activity cautiously regaining momentum.
Aug HCOB Services PMI index 51.0 - — Businesses work through backlog as incoming works soften.
UK  Aug S&P Global Manufacturing PMI index 48.0 - — Manufacturing production in its ninth month of contraction.
Aug S&P Global Services PMI index 51.8 - — Firms becoming more optimistic on the services outlook.
us Wkly Initial Jobless Claims 000s 224 - — Closely watched for signs of strain in the labour market.
Aug  Philly Fed Business Outlook Survey index 15.9 8.0 Expected prices paid index at its highest level in over 3yrs...
Aug  S&P Global Manufacturing PMI index 49.8 - ..while the PMI showed selling prices near late-2022 levels.
Aug S&P Global Services PMI index 55.7 - At a 7 month high, with continuous expansion for 2.5 years.
Fri 22
Jpn  Jul CPI %ann 3.3 3.1 — Inflation expectations on a firm path up.
Eur Aug Consumer Confidence index -14.7 - — Consumers lean towards building savings over the next year.
UK  Aug Gfk Consumer Sentiment index -19 - — Sentiment stuck in pessimism and going nowhere ...
Jul Retail Sales %mth 0.9 - — ... which is showing through to cautious consumer spending.
uUs Jul Leading Index pts -0.3 -0.1 — Alift has not been recorded since last December.
Jul Existing Home Sales %mth 2.7 -0.8 — Record high prices appear to be deterring buyers.

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 (15 Aug) Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27
Cash 3.60 3.60 335 3.10 2.85 2.85 2.85 2.85 2.85
90 Day BBSW 3.61 BI55 3.30 3.05 295 295 295 295 295
3 Year Swap 3.29 3.35 3.45 3.60 3.70 3.80 3.85 3.90 3.95
3 Year Bond 3.38 3.40 3.50 3.65 3.75 3.85 3.90 3.95 3.95
10 Year Bond 424 4.25 4.30 4.35 4.45 4.55 4.60 4.65 4.70
10 Year Spread to US (bps) -5 -10 -10 -15 -15 -15 -15 -15 -15
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 4.28 435 4.40 4.50 4.60 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 3.15 3.10 3.10 3.10 3.10 3.20 3.45 3.70 3.85
2 Year Swap 3.04 3.20 335 3.50 3.65 3.80 3.90 3.95 4.00
10 Year Bond 4.42 4.50 4.60 4.65 4.75 4.85 4.90 4.95 4.95
10 Year Spread to US (bps) 13 15 20 15 15 15 15 15 10
Exchange rate forecasts

Latest (15 Aug) Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27
AUD/USD 0.6499 0.66 0.68 0.69 0.70 0.71 0.71 0.72 0.72
NzD/USD 0.5922 0.60 0.61 0.61 0.62 0.62 0.62 0.63 0.63
USD/IPY 147.71 146 144 142 140 138 136 134 133
EUR/USD 1.1652 1.17 1.18 1.19 1.19 1.20 1.20 1.21 1.21
GBP/USD 1.3531 1.35 1.36 1.36 1.37 1.37 1.37 1.37 1.38
USD/CNY 7.1813 7.15 7.10 7.05 7.00 6.95 6.90 6.80 6.70
AUD/NZD 1.0974 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 0.7 0.8 0.8 0.6 0.8 - - - -
%yr end 34 34 383 3.2 3.0 3.0 2.9 3.0 3.2 3.2 3.0 3.1
CPI Headline %qtr 0.9 0.7 0.8 0.5 0.6 0.8 0.6 0.5 - - - -
%yr end 24 2.1 2.7 29 2.6 2.7 25 2.6 24 29 2.6 2.6
CPI Trimmed Mean %qtr 0.7 0.6 0.6 0.6 0.6 0.5 0.5 0.7 - - - -
%yr end 29 2.7 2.4 2.4 2.3 2.2 2.2 2.3 3.2 2.4 2.3 25

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 0.0 0.5 1.1 0.8 0.7 0.8 0.8 - - - -
Annual avg change -1.1 -0.9 0.0 1.0 1.7 2.4 2.8 29 -0.6 1.0 2.9 3.2
Unemployment rate % 5.1 5.2 B8 583 5.2 5.0 4.8 4.6 5.1 53 4.6 4.2
CPI %qtr 0.9 0.5 1.1 0.5 0.5 0.2 0.8 0.4 - - - -
Annual change 25 2.7 3.1 3.1 2.6 23 2.0 2.0 2.2 3.1 2.0 2.1

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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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
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substantial risk and are not suitable for all investors. We recommend
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While such material is published with the necessary permission none
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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
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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
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this communication is being made only to and is directed at (a) those
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(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
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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
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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
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To the extent this communication comprises an investment
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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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