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Some of the surprising strength in this component in August 
reflected an unwinding of earlier price discounting by builders. 
This is a levels effect that should not be expected to boost price 
growth on an ongoing basis. However, we cannot rule out that 
the underlying trend growth in building costs is higher than the 
rates seen late last year before the period of discounting. 

Beyond the current quarter, our forecasts continue to see 
trimmed mean inflation comfortably inside the RBA’s 2–3% 
target range and drifting a little below the midpoint next year. 
Indeed, even allowing for a stronger outcome in the September 
quarter, our forecast for the second half of 2025 (taking 
September and December quarters together) is in line with 
the RBA’s August forecasts. Part of this reflects that, if at least 
some of the August result is noise and there is some payback in 
the month of September, then all else equal, this flows through 
to a lower quarterly average for the months of the December 
quarter relative to the September quarter as well.  

We are also mindful that the labour market is softening 
gradually, consistent with the usual lagged effects of previous 
tight monetary policy. Employment growth has slowed more 
than expected, and this week’s ABS job vacancies data confirm 
that the past tightness in the labour market is still unwinding. 
In addition, our longer-term view is that the rising trend in 
labour force participation has further to run in Australia. This 
contrasts with the RBA’s forecast of a steady participation rate 
from here, and the recent small step down in the participation 
rate and underemployment as cost-of-living pressures ease, 
reducing the need to supply additional labour (as we had 
previously flagged was likely). If we are right, the RBA could 
be surprised by the extent of labour market slack a few 
quarters from now; this is the logic behind our own forecast 
for unemployment being a little higher than the RBA’s. Wages 
growth and thus inflation would also surprise the RBA on the 
downside in that scenario.  

Inflation is within the target range, and the labour market is 
broadly fully employed and softening gradually. We do not think 
this combination warrants tight monetary policy. At a 3.6% 
cash rate, monetary policy is probably not that tight, but some 
reduction would still be needed to avoid a needless undershoot 
of the inflation target. Indeed, the RBA’s own August forecasts 
embed an assumption that further rate cuts will be required to 
achieve its inflation forecast of trimmed mean inflation broadly 
around the target midpoint. We concur. The timing of future 
rate cuts remains uncertain and it is possible the RBA ends up 
cutting by less than our current base case. Nonetheless, 25bp 
cuts in November, February and May remain our base case. 

ECONOMIC INSIGHT

•	 We already believed that the RBA would remain on hold 
at its September meeting and keep the cash rate at 3.6%. 
Anyone who thought there was a lingering chance of a 
cut next week will have ruled it out following this week’s 
August partial inflation data.  

•	 We nonetheless continue to expect that the RBA will 
cut the cash rate further over time. While a November 
timing of the next cut is now less certain, it remains our 
base case. We do not read either the August result or 
latest geopolitical developments as implying a renewed 
inflationary trend.  

•	 Having made the mistake three months ago of over-
weighting the implications of the monthly inflation data 
for the RBA’s decision-making, we think it is prudent to 
avoid taking too much signal from the August partial 
inflation data about trends beyond the September quarter. 
And even if September quarter trimmed mean inflation 
ends up being even higher than our revised nowcast, the 
real question for monetary policy is the inflation outlook 
beyond the quarter now ending. 

Some of the components that surprised on the upside in 
August (e.g. clothing) typically see some payback in the 
following month/quarter. And while services inflation was 
a bit higher than expected, this was not consistently true 
across the detail. In particular, the pick-up in inflation in 
prices of meals out and takeaway is consistent with the 
recovery in jobs growth in the hospitality sector over the past 
couple of quarters, following a significant retrenchment over 
2023–2024. Some rebuilding of margins could be expected 
in these circumstances, but we do not think this necessarily 
implies ongoing higher inflation in this sector. Likewise, to the 
extent higher prices of meals out reflected higher food prices, 
ongoing higher inflation is unlikely given the latter’s volatility.  

Nor do we see fresh inflationary impetus coming from abroad. 
China remains a source of global disinflation in tradeable 
goods. Some upside to global energy prices might emerge 
from Ukraine’s increasingly successful ranged campaign 
against Russia’s oil supply. This may be given further impetus 
by the change of tone on the war coming out of the US (it turns 
out President Trump despises ‘losers’ more than he admires 
autocrats). But we assess that the sustained price impact of a 
major decline in Russian oil supply would be small, of the order 
of a few dollars per barrel.  

The main area where the August inflation data might be 
signalling a stronger ongoing trend is in homebuilding costs. 

RBA to remain on hold in September

Luci Ellis
Chief Economist, Westpac Group

https://www.westpaciq.com.au/economics/2025/09/luci-and-ryan-note-5-september-2025/
https://www.westpaciq.com.au/economics/2024/08/lucis-friday-note-16-august-2024/
https://www.westpaciq.com.au/economics/2025/07/lucis-weekly-note-18-july-2025/
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THE WEEK THAT WAS

Cliff Notes: managing uncertainty

tariff implementation – a one-off shock. Bostic, Goolsbee, 
Schmid, Musalem and Hammack all, to varying degrees, 
expressed lingering concern over inflation this week while also 
recognising labour market softening. Broadly they are likely 
to support a slow return towards neutral as the data shows 
inflation and associated risks abating.  

Vice Chair for Supervision Bowman's remarks were, in 
contrast, decidedly dovish. Bowman made clear that she 
believes inflation's persistence near 3.0%yr was broadly 
due to tariffs, noting that PCE inflation excluding estimated 
tariff effects was 2.5%yr at August, "within range of our 
target". Much of the rest of her remarks were focused on 
the deceleration underway in job creation and the risks of a 
continued deterioration in the trend to outright job shedding. 
Concern that the FOMC may be falling behind in their policy 
actions leads her to believe policy should continue to be eased 
towards a neutral stance in coming months.

Of the data received, August durable goods orders was 
most topical. The headline measure exceeded expectations, 
rising 2.9%mth. Core goods orders (non-defence, ex aircraft) 
were in contrast up just 0.6%, emphasising the importance 
of transport and defence equipment to US manufacturing. 
Investment in the broader economy, outside of AI-related 
spending, remains soft and fickle. Highlighting this, the 
Richmond Fed manufacturing index declined from -7 to -17 in 
September as expectations for capital expenditures remained 
weak at -11. Looking to the medium term, the weakness in 
investment is not just a risk for economic growth but also for 
inflation. Weak investment in 2025 and 2026 will restrict 
capacity thereafter, leading to excess demand and price 
pressures. This is why we remain concerned that US inflation 
will be much more difficult to return sustainably to the 2.0%yr 
target than the market and FOMC currently expect. 

It was a particularly quiet week for Australian data, with 
August’s Monthly CPI Indicator the only release of note. 
At 2.9%yr, August’s result landed between the market’s 
expectation and our own. Within the detail, the key surprise 
was a 0.4% increase in dwelling costs, the ABS noting 
that project home builders increased prices and reduced 
discounts in some cities. Insurance costs also rose more than 
expected. Offsetting this inflation was a 6.3% decline in 
electricity prices as households in NSW and ACT received 
their first payment from the extended Commonwealth 
Energy Bill Relief Fund. 

While some in the market hold this result to be a material 
threat to inflation’s anticipated return to the mid-point of the 
target range, our profile for headline inflation is unchanged 
and the trimmed mean forecast for Q3 only a touch higher. 
Moreover, we still anticipate a sustained return to target for 
both headline and trimmed mean inflation long before the end 
of the forecast period. As detailed by Chief Economist Luci 
Ellis, while a November cut is now less certain, it remains our 
base case. So are follow-up cuts in February and May 2026, 
taking the cash rate to a 2.85% cycle low. 

Over in New Zealand, the new RBNZ Governor was 
announced. Dr Anna Breman, currently the First Deputy 
Governor of Sweden’s central bank, will begin her 5-year 
tenure as RBNZ Governor on 1 December 2025.  New 
Zealand’s Minister of Finance Nicola Willis noted that she 
does not intend to change the RBNZ’s inflation target, and 
Dr Breman stated at a press conference that the RBNZ 
will remain “laser focused on low, stable inflation”.  Acting 
RBNZ Governor Christian Hawkesby will remain Governor 
until December, overseeing the 8 October OCR review and 
26 November Monetary policy statement which our New 
Zealand Economics team expects will deliver respective cuts 
of 50bps and 25bps. Mr Hawkesby will depart the RBNZ 
after Dr Breman commences; his role on the MPC will need to 
be filled early next year. For an outline of some of the policy 
issues Governor Breman may face in 2026, see Westpac New 
Zealand Chief Economist Kelly Eckhold’s bulletin.   

With the data flow restricted to second and third tier releases, 
Fedspeak was the market’s focus in the US this week. 

Chair Powell emphasised risk management during his 
prepared remarks and Q&A, justifying the 25bp cut delivered 
with the loss of momentum in job creation and growing 
downside risks to the currently balanced labour market. Chair 
Powell sees the resulting policy stance as modestly restrictive 
and therefore still helpful in managing lingering upside 
inflation risks, which are primarily seen as a consequence of 

Elliot Clarke, Head of International Economic
Illiana Jain, Economist

"Our profile for headline inflation is 
unchanged and the trimmed mean 
forecast for Q3 only a touch higher. 
...Still anticipate a sustained return to 
target."
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FOCUS ON NEW ZEALAND

New chapter for the RBNZ; fiscal challenges loom

The key domestic news over the past week has been the 
announcement of the next RBNZ Governor. Dr Anna Breman, 
currently the First Deputy Governor of the Riksbank, will 
begin her tenure on 1 December. Acting RBNZ Governor 
Christian Hawkesby will remain Governor until 30 November 
– overseeing the 8 October OCR review and 26 November 
Monetary Policy Statement (MPS) – and will then depart 
the RBNZ. This will leave a further vacancy on the MPC, 
which will likely be filled prior to the February 2026 MPS 
meeting. In announcing the appointment, Minister of Finance 
Nicola Willis noted that she had no intention of changing the 
RBNZ’s inflation target. 

Dr Breman’s credentials and experience make her look well 
suited to leading the RBNZ in the years ahead. In addition to 
her time at the Riksbank, she was Deputy Director of Economic 
Affairs at the Swedish Ministry of Finance and was group Chief 
Economist at Swedbank from 2015 to 2019. She has a PhD 
from the Stockholm School of Economics. 

In a note published after her appointment, we have discussed 
some preliminary thoughts on the approach that Dr Breman 
will likely bring to the RBNZ, and what the impending changes 
of leadership imply for monetary policy over the remainder of 
this year and beyond. Her strong academic background and 
track record suggests she will take an analytical approach 
to monetary policy formulation. At the same time, in her 
press conference, she emphasised that she would go to some 
lengths to get around the country and meet with people and 
businesses. This suggests that she is also quite a pragmatic 
policymaker, willing to use information from industry experts 
and others to supplement formal data sources. 

We think that Dr Breman will have little difficulty adapting 
to her new role. While there are differences between the 
New Zealand and Swedish economies, there are also many 
similarities. Both are small open economies, so Dr Breman’s 
understanding of the global economic environment and the 
exchange rate as a key transmission channel will be well 
employed. The RBNZ’s approach to monetary policy making 
will also be very familiar to her. Both the RBNZ and Riksbank 
employ flexible inflation targeting to achieve their goals, with 
developments in output and employment also considered 
when deciding how quickly to return inflation back to 2% 
following a shock. Moreover, in recent times, the Riksbank 
has faced similar economic conditions to those faced by the 
RBNZ. In both economies activity has been weak and sizeable 
negative output gaps have opened, leading to monetary 
policy easing cycles (indeed, Dr Breman voted for a rate cut at 

this week’s Riksbank meeting). Had she been in the role, we 
suspect that Dr Breman would have been comfortable with 
the RBNZ’s dovish pivot in the August MPS.

In terms of her general approach to policy, we are reluctant to 
label the new Governor before she arrives in the role. When 
we look at her public comments and voting record while at 
the Riksbank we do see evidence that she was in the dovish 
range of the Riksbank Executive Board. In the 35 Executive 
Board meetings that she has participated in, on 33 occasions 
she voted with the consensus. Her two dissents were dovish. 
However, it’s important to recognise that this does not 
necessarily mean she would be dovish relative to the RBNZ 
MPC in place in recent years. We also see some evidence 
that Dr Breman has activist tendencies relative to the other 
members of the Executive Board i.e., that she is relatively quick 
to shift her view. Note though, it’s by no means clear that Dr 
Breman is as activist as the previous RBNZ Governor Orr, who 
tended to be relatively aggressive in that regard.

One thing that is very clear is that Dr Breman strongly 
supports a high degree of transparency and frequent 
communication as good tenets of monetary policymaking – 
areas where we think the RBNZ can improve. Indeed, in her 
press conference, while praising the RBNZ, Dr Breman did say 
that she thought that there was more work for the RBNZ to do 
in this area. We think that she, and the Minister of Finance, will 
both be receptive to the ideas to improve transparency and 
accountability that we set out in a report earlier this month. In 
particular, we note that in a recent speech, Dr Breman argued 
in favour of the Riksbank’s 2007 decision to begin recording 
the names of who had said what in its published minutes, 
which she said had led members to take greater pains to 
explain their positions in detail. She also argued that it had led 
to Board members referring more often to their own previous 
contributions and judgements and could possibly be seen as 
an expression of Board members feeling greater responsibility 
for their stances over time. We think that it is likely that Dr 
Breman will seek to bring this approach to the RBNZ. 

More generally, in her speeches – including her remarks 
during her press conference – Dr Breman emphasised that 
she believes that transparency builds trust among both 
financial market participants and the public. A further aspect 
of that is her support for the use of alternative scenarios 
to better communicate the uncertainty that surrounds the 
monetary policy outlook, so that people are less surprised 
when monetary conditions deviate from what might have been 
forecast and seen as sensible earlier. This was also a theme 

Kelly Echold NZ Chief Economist 
Darren Gibbs NZ Senior Economist

https://library.westpaciq.com.au/content/dam/public/westpaciq/secure/economics/documents/nz/2025/09/Economic-Data_250925-New-Governor-RBNZ_bulletin_25Sep25.pdf
https://library.westpaciq.com.au/content/dam/public/westpaciq/secure/economics/documents/nz/2025/09/Economic-Data_250925-New-Governor-RBNZ_bulletin_25Sep25.pdf
https://www.westpaciq.com.au/economics/2025/09/reforms-that-might-be-considered-by-the-incoming-rbnz-governor/?searchsource=search-results-westpacIQ&kw=kelly%20eckhold&rank=19&result-type=natural
https://www.westpaciq.com.au/economics/2025/09/reforms-that-might-be-considered-by-the-incoming-rbnz-governor/?searchsource=search-results-westpacIQ&kw=kelly%20eckhold&rank=19&result-type=natural
https://www.riksbank.se/globalassets/media/tal/engelska/breman/2025/breman-daring-to-think-differently--on-the-riksbanks-monetary-policy-communication.pdf
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in a conference that the RBNZ hosted earlier this year. So, we 
expect to see more use of scenario analysis in Monetary Policy 
Statements written under her watch. 

Given that Dr Breman does not formally start until 1 December, 
in principle her appointment has no obvious implications for 
the upcoming meetings on 8 October and 26 November. That 
said, we cannot rule out the possibility that she is invited to 
participate in the final stages of the November meeting as an 
observer. And if so, while she would not have a vote, it is not 
unreasonable to think that MPC members would be interested 
in her viewpoint. Perhaps of greater interest is the implications 
of the impending departure of current Governor Christian 
Hawkesby on 30 November. We thought that Hawkesby 
was probably not one of the two MPC members that urged a 
50bps “circuit breaker” cut at the August MPS meeting. The 
weak Q2 GDP data might have changed his perspective. But 
nevertheless, it seems less likely that Hawkesby will try to 
drive the MPC consensus view one way or the other since he 
will not be on the MPC to deal with whatever transpires after 
November. At the margin, we think that this might increase the 
likelihood of a 50bp cut on 8 October.

Turning to this week’s other news, the Treasury released 
its latest Long-term Fiscal Statement. This report – issued 
every four years – looks beyond the usual period covered in 
the Budget, using modelling and analysis to drive an outlook 
for the fiscal position over a 40-year horizon. The report 
highlights the choices governments will need to take to 
balance revenue and expenditure, particularly in the face of 
pressures arising from long-term trends such as an ageing 
population (impacting superannuation and healthcare costs) 
and climate change.

Unsurprisingly, the broad conclusions of the report were very 
similar to those reached in the previous report, published in 
2021. Assuming unchanged policy settings, New Zealand’s 
current expenditure and revenue settings are judged to be 
unsustainable. Spending on superannuation is projected to rise 
from 5.1% of GDP now to around 8% of GDP by 2065, while 
health expenditure is projected to rise from 7.1% of GDP now 
to around 10% in 2065 if policies are left unchanged. Given 

broadly stable revenue as a share of GDP, widening primary 
deficits and increasing debt would cause spending on debt 
servicing to more than quadruple from around 2.0% of GDP to 
8.8% of GDP. As a result, core Crown expenditure would rise 
from around 32% of GDP at present to almost 44% of GDP. 
Given the baseline assumption for interest rates (assumed to 
stabilise at around 4.3% of GDP), net core Crown debt would 
more than quadruple to 200% of GDP. If interest rates were to 
stabilise at around 6%, net debt would approach 290% of GDP. 

These projections highlight that New Zealand is likely to 
face some difficult fiscal choices over coming years. The 
Treasury’s report gives a sense of the sorts of policy options 
that might be available. For example, the Treasury’s modelling 
suggests the cost of superannuation could be kept stable 
as a percentage of GDP by increasing payment rates in line 
with inflation rather than wages. Achieving the same by 
steadily increasing the age of eligibility would require it to 
rise to 72 by 2065. Controlling health costs through health 
prevention, increasing efficiency, and increases to user pays 
could help slow government expenditure at the margin. To 
fully offset the projected rise in the cost of superannuation and 
health spend, other core expenditure would need to fall from 
about 13% of GDP to only 5% of GDP by 2065 – an unlikely 
scenario. Meeting expenditure pressures through tax increases 
alone would require the average tax rate on labour income 
to gradually increase from 21% at present to 32% in 2065. 
Alternatively, goods and services tax (GST) would need to 
increase from 15% at present to 32% by 2065. 

The reality is that dealing with these fiscal pressures is likely 
to require a movement across several policy fronts. The sooner 
that these choices are made, the less disruptive and painful the 
adjustment will be. And we suspect that consensus amongst 
the major political parties will be required to successfully deal 
with these fiscal pressures.

Finally, this week has been momentous in the foreign 
exchange market as we have seen a noticeable step down 
in the New Zealand dollar. The Trade Weighted Index is 
currently around 2% lower than the level assumed by the 
RBNZ in its August forecasts reflecting a weak currency 
against most cross rates. We signalled last week the risks 
of a lower exchange rate given the weak growth impulse 
and the decline in interest rate differentials that seem set to 
feature in coming months. This week’s move has come quicker 
than expected and highlights the clear downside risks while 
growth momentum remains weak. We doubt this will concern 
the RBNZ. Rather, they will respond to the factors driving 
the currency weakness and so look through any short-term 
inflation impact.



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.

6WESTPAC ECONOMICS

AUS: Aug Dwelling Approvals (%mth)

Sep 30, Last: –8.2, Westpac f/c: 0.5 
Mkt f/c: 2.8, Range: 0.0 to 4.0

Dwelling approvals fell –8.2%mth in July, reversing most of 
June’s 12.2%mth surge. Even so, approvals lifted 2.3%qtr, 
the first move into positive quarterly momentum since March. 
Volatility has centred on high rise approvals. 

August looks to be a relatively soft month. HIA figures on new 
home sales – often a guide to detached and medium density 
approvals – eased for the third consecutive month. However, 
medium density approvals have been on a steady uptrend this 
year and could continue on this path in August particularly as 
HIA figures have been a poor guide recently. High-rise approvals 
had a strong result in May and June with July only providing a 
partial unwind, so there could be more left to give back here. 
Overall, we are expecting a subdued 0.5%mth rise in August.

AUS: Aug Private Sector Credit (%mth)

Sep 30, Last: 0.7, Westpac f/c: 0.6
Mkt f/c: 0.6, Range: 0.5 to 0.7

Over the past four months, private sector credit growth has 
recorded two monthly increases of 0.6% and two of 0.7%. The 
firmer reads coincided with surges in business credit growth - 
rising to 1.0% in April and reaching 1.4% in July.

The typically volatile business credit segment is expected 
to ease somewhat in August, possibly dropping below the 
1.0% mark. While the housing market’s increased momentum 
signals some upside risk for housing credit growth, this 
measure tends to be particularly persistent. As such, we 
anticipate that any acceleration will emerge only gradually and 
become more evident in the aggregate data from September 
onwards. Taking both factors into account, total private sector 
credit growth is forecast to ease back to 0.6%mth.

AUS: RBA Policy Decision (%)

Sep 30, Last: 3.60, Westpac f/c: 3.60 
Mkt f/c: 3.60, Range: 3.60 to 3.60

Data released since the RBA’s August meeting have been 
mixed. Labour market indicators point to a gradual re-
emergence of softening, with employment growth easing 
and job vacancies paring back gains seen earlier in the year. 
Meanwhile, some components of the August Monthly CPI data 
came in hotter-than-expected, though – as Chief Economist 
Luci Ellis discusses above – it is prudent to avoid reading too 
much into this partial measure for inflation trends beyond Q3. 
 
Taking a wider view, the RBA is unlikely to rush into rate cuts, 
but nor will it keep policy tighter than necessary for too long. 
Hence, we continue to expect the RBA to remain on hold next 
week, with cuts to follow in November, February and May. For 
more detail, see Page 2.

https://library.westpaciq.com.au/content/dam/public/westpaciq/secure/economics/documents/aus/2025/09/er20250919BullAugustCPIIndicator.pdf
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AUS: Sep Cotality home value index (%mth)

Oct 1, Last: 0.8, Westpac f/c: 0.9

The Cotality home value index (formerly CoreLogic) rose 0.8% 
in August, a slight step-up on the 0.5-0.6% pace over the 
previous three months. Annual growth lifted to 3.6%yr, with 
price gains tracking at an 8% annualised pace since April.

Daily measures point to another robust rise in September, 
tracking a 0.9% gain for the month as a whole which would 
lift the annual pace to 4.2%yr. The detail from daily measures 
(which only cover the five biggest capital cities) points to a 
particularly strong 1.5% rise in Perth. Brisbane is tracking 
around 1%, with the remaining three cities seeing a slightly 
softer pace.

AUS: Aug Goods Trade Balance ($bn)

Oct 2, Last: 7.3, Westpac f/c: 5.9
Mkt f/c: 6.1, Range: 5.0 to 8.0

Following a widening to a seventeen-month high of $7.3bn 
in July, the goods trade balance is expected to deteriorate 
in August. We anticipate a decline to a $5.9bn surplus, 
which would still be towards the upper end of the range 
observed so far this year. We expect that exports of the ‘Big 
3’ commodities will pull back after their notable increase in 
July. Shipment data from major ports indicate a significant 
reduction in coal exports. LNG exports are also likely to 
weaken, while iron ore exports are expected to remain broadly 
unchanged. Rural goods exports, which rose by almost 10% 
over the past two months, are also likely to ease, with meat 
exports leading the decline. On the imports side, we foresee a 
similar figure to July, which was very close to the YTD average.

AUS: Aug Household Spending Indicator (%mth)

Oct 2, Last: 0.5, Westpac f/c: 0.0 
Mkt f/c: 0.3, Range: 0.0 to 0.6

The ABS monthly household spending indicator (MHSI) rose 
0.5%mth in July. With gains in 10 of the past 11 months, 
annual growth rate lifted to 5.1%yr – the fastest pace since 
November 2023. 

Our Westpac-DataX Card Tracker aligned well with the July 
result and points to some softening in August, led by further 
weakness in durables. July also received a solid boost from 
spending on hotels, cafes & restaurants, but our equivalent 
Card Tracker category shows a pull back in August, suggesting 
some of that support likely faded. Meanwhile, new vehicle 
sales gained in the month but at a softer pace than July. It has 
also been a poor gauge as of late. Overall, we expect a flat 
result for August, with risks tilted to the downside.
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NZ: Aug Monthly Employment Indicator (%mth)

Sep 29, Last: 0.2, Westpac f/c: 0.0

The Monthly Employment Indicator (MEI) is drawn from 
income tax data, making it a comprehensive record of the 
number of people in work. However, it tends to be overstated 
on the first release due to incomplete information at the end of 
the month. As a result, we suspect the reported 0.2% rise in 
filled jobs for July will be revised down. In general, the weekly 
snapshots provided by Stats NZ suggest broadly stable levels 
of employment following a further decline in the first half of 
this year.

NZ: Sep ANZBO business confidence 
Sep 30, Last: 49.7

The September Business Outlook survey will be the first 
since the recent weaker than expected GDP result, and 
we’ll be watching to see if that softness is continuing or if 
conditions are starting to turn. While businesses continued 
to express confidence about the future, buoyed by interest 
rate reductions, surveys have continued to highlight tough 
current trading conditions. We’ll also be keeping an eye 
on the inflation gauges in the survey: firms continue to 
report significant cost pressures and a greater than average 
proportion of respondents are reporting an intention to raise 
their selling prices.

NZ: Aug Building Consents (%mth)

Oct 1, last +5.4, Westpac f/c: -5.0

We’re forecasting a 5% fall in consents in August. That follows 
a similar sized increase in July that was driven by a sharp rise 
in the volatile multi-unit categories. Smoothing through the 
normal month-to-month volatility in consents, the annual 
total is expected to remain around 34,000, where it has sat 
for a year now. That’s consistent with a stabilisation in home 
building activity after it trended down over the past year. On 
the non-residential front, softness in public sector projects is 
continuing, while planned private sector work is holding up, 
mainly due to office and industrial projects. 
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US: Sep employment report
Oct 3, payrolls, Last: 22k, WBC f/c: 55k, Mkt f/c: 50k 
Oct 3, U/E rate, Last: 4.3%, WBC f/c: 4.3%, Mkt f/c: 4.3%

The combination of a weak 22k gain for payrolls in August and 
an annual revision to March 2025 which effectively wiped out 
half the employment gains over the prior 12 months has seen 
the market take a sombre view of the US labour market outlook.

September’s update is likely to confirm there is cause for 
concern, but not hype the market’s anxiety, with payrolls 
expected to rise 55k and revisions to the prior two months to 
be modest.

The unemployment rate is likely to hold at 4.3% in September, 
although risks lay to the upside given the recent decline in 
participation which is susceptible to a partial reversal. Had 
the participation rate been unchanged over the past year, the 
unemployment rate would now be 4.6%.
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FOR THE WEEK AHEAD

What to watch 
For Data/Event Unit Last

Market 
f/c

Westpac 
f/c Risk/Comment

Mon 29
NZ Aug Monthly Employment Indicator %mth 0.2 – 0.0 Weekly snapshots point to flat month; July likely revised down.
Eur Sep Consumer Confidence index –14.9 – – Final estimate.

Sep EC Economic Confidence Survey index 95.2 – – Confidence fragile as manuf. sector shows signs of strain.
US Aug Pending Home Sales %mth –0.4 0.1 – Leading indicator for existing home sales.

Sep Dallas Fed Manufacturing Survey index –1.8 – – Regional conditions are varied, Texas improving.
Tue 30
Aus Aug Dwelling Approvals %mth –8.2 2.8 0.5 A soft month on the cards.

Aug Private Sector Credit %mth 0.7 0.6 0.6 Pick-up in the housing market to flow through gradually.
RBA Policy Decision % 3.60 3.60 3.60 Sep on hold, base case remains for cuts in Nov, Feb and May.

NZ Sep ANZ Business Confidence index 49.7 – – Current conditions still soft, confidence firmer.
Jpn Aug Industrial Production %mth –0.4 –0.8 – Softer demand likely to see production ease.
Chn Sep Manufacturing PMI index 49.4 49.6 – While stimulus and front-running of US tariffs have...

Sep Non–Manufacturing PMI index 50.3 50.2 – ...supported production and growth, further stimulus...
Sep RatingDog PMI Services index 53.0 – – ...will be needed to ensure growth remains strong...
Sep RatingDog Manufacturing PMI index 50.5 – – ...over the medium-term.

UK Q2 GDP %qtr 0.3 – – Final estimate.
US Sep Chicago PMI index 41.5 – – Indicator continues its year long run of moving sideways.

Aug JOLTS Job Openings 000s 7181 7100 – Vacancy-to-unemp. ratio <1 for the first time since Apr-2021.
Sep CB Consumer Confidence index 97.4 95.8 – Has stalled after regaining half of its tariff induced decline.

Fedspeak – – – – Bostic, Jefferson, Goolsbee.
Wed 01
Aus Sep CoreLogic Home Value Index %mth 0.8 – 0.9 Daily measures show a further acceleration in price growth.
NZ Aug Building Permits %mth 5.4 – –5.0 Annual consent issuance continue to track around 34k.
Jpn Q3 Tankan Large Manufacturers index 13 15 – Manufacturing conditions key to assessing demand.
Eur Sep HICP %ann 2.0 – – Base effects expected to push headline rate higher.
US Sep ADP Employment Change 000s 54 50 – Pace of hiring has been relatively subdued in recent months.

Sep ISM Manufacturing PMI index 48.7 49.2 – Regional surveys have largely signalled weaker conditions.
Aug Construction Spending %mth –0.1 –0.1 – Has declined for 5mths in a row, with another fall expected.

Fedspeak – – – – Logan.
World Sep Manufacturing PMIs index – – – Final estimates for Japan, UK, Eurozone and US.
Thu 02
Aus Aug Trade Balance $bn 7.3 6.1 5.9 Surplus to narrow but remain near the top end of 2025.

Aug Household Spending Indicator %mth 0.5 0.3 0.0 Support from hospitality spending likely faded in August.
RBA Financial Stability Review – – – – Assessment of risks to financial stability.

Eur Aug Unemployment Rate % 6.2 – – Not budging from historically low levels.
US Initial Jobless Claims 000s 218 – – To remain low for now.

Aug Factory Orders %mth –1.3 0.1 – A small rise expected following two straight declines.
Fedspeak – – – – Logan.

Fri 03
NZ Sep ANZ Commodity Prices %mth 0.7 – – Weaker exchange rate makes commodities more expensive.
Jpn Aug Jobless Rate % 2.3 2.4 – Demographics and services boost to keep unemployment low.
US Sep ISM Non–Manufacturing index 52.0 52.0 – Labour market risks at the forefront.

Sep Nonfarm Payrolls 000s 22 50 55 Downside risks to the labour market are beginning to...
Sep Average Hourly Earnings %mth 0.3 0.3 – ...materialise resulting in a sombre outlook for the...
Sep Unemployment Rate % 4.3 4.3 4.3 ...US labour market.

Fedspeak – – – – Williams.
World Sep Services PMIs index – – – Final estimates for Japan, UK, Eurozone and US.
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LOOKING FURTHER AHEAD

Interest rate forecasts
Australia Latest (26 Sep) Dec–25 Mar–26 Jun–26 Sep–26 Dec–26 Mar–27 Jun–27 Sep–27 Dec–27

Cash 3.60 3.35 3.10 2.85 2.85 2.85 2.85 2.85 2.85 2.85

90 Day BBSW 3.60 3.30 3.05 2.95 2.95 2.95 2.95 2.95 2.95 2.95

3 Year Swap 3.54 3.40 3.45 3.50 3.60 3.70 3.80 3.90 3.95 4.00

3 Year Bond 3.59 3.45 3.50 3.55 3.65 3.75 3.85 3.90 3.95 4.00

10 Year Bond 4.38 4.35 4.45 4.55 4.60 4.65 4.70 4.75 4.80 4.85

10 Year Spread to US (bps) 21 15 15 15 10 5 0 –5 –5 –5

United States

Fed Funds 4.125 4.125 3.875 3.875 3.875 3.875 3.875 3.875 3.875 3.875

US 10 Year Bond 4.17 4.20 4.30 4.40 4.50 4.60 4.70 4.80 4.85 4.90

New Zealand

Cash 3.00 2.25 2.25 2.25 2.25 2.50 2.75 3.00 3.25 3.75

90 Day Bill 2.83 2.35 2.35 2.35 2.45 2.70 2.95 3.20 3.45 3.85

2 Year Swap 2.68 2.70 2.90 3.15 3.35 3.55 3.70 3.85 3.95 4.00

10 Year Bond 4.23 4.20 4.30 4.45 4.55 4.70 4.85 4.90 4.95 4.95

10 Year Spread to US (bps) 6 0 0 5 5 10 15 10 10 5

Exchange rate forecasts
Latest (26 Sep) Dec–25 Mar–26 Jun–26 Sep–26 Dec–26 Mar–27 Jun–27 Sep–27 Dec–27

AUD/USD 0.6540 0.68 0.69 0.70 0.71 0.71 0.72 0.72 0.73 0.73

NZD/USD 0.5767 0.59 0.60 0.61 0.62 0.62 0.63 0.64 0.64 0.65

USD/JPY 149.70 145 143 141 139 137 135 133 132 131

EUR/USD 1.1678 1.18 1.19 1.19 1.20 1.20 1.21 1.21 1.21 1.21

GBP/USD 1.3351 1.36 1.36 1.37 1.37 1.37 1.37 1.38 1.38 1.38

USD/CNY 7.1328 7.10 7.05 7.00 6.95 6.90 6.80 6.70 6.60 6.50

AUD/NZD 1.1342 1.15 1.16 1.15 1.15 1.14 1.14 1.13 1.13 1.12

Australian economic forecasts
2025 2026 Calendar years

% Change Q1 Q2 Q3f Q4f Q1f Q2f Q3f Q4f 2024 2025f 2026f 2027f

GDP %qtr 0.3 0.6 0.5 0.6 0.6 0.6 0.6 0.6 – – – –

%yr end 1.4 1.8 1.9 1.9 2.2 2.2 2.4 2.4 1.3 1.9 2.4 2.6

Unemployment rate % 4.1 4.2 4.3 4.4 4.4 4.5 4.5 4.5 4.0 4.4 4.5 4.3

Wages (WPI) %qtr 0.9 0.8 0.7 0.7 0.8 0.8 0.6 0.8 – – – –

%yr end 3.4 3.4 3.3 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 1.1 0.2 0.7 0.8 0.6 0.5 – – – –

%yr end 2.4 2.1 3.0 3.0 2.8 2.9 2.4 2.6 2.4 3.0 2.6 2.5

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

%yr end 2.9 2.7 2.7 2.6 2.5 2.4 2.2 2.3 3.2 2.6 2.3 2.5

Economic & financial forecasts

New Zealand economic forecasts
2025 2026 Calendar years

% Change Q1 Q2 Q3f Q4f Q1f Q2f Q3f Q4f 2024 2025f 2026f 2027f

GDP %qtr 0.9 –0.9 0.6 1.0 0.7 0.4 0.8 1.2 – – – –

Annual avg change –1.1 –1.1 –0.4 0.4 0.8 1.6 2.1 2.5 –0.6 0.4 2.5 3.5

Unemployment rate % 5.1 5.2 5.3 5.3 5.2 5.0 4.8 4.6 5.1 5.3 4.6 4.2

CPI %qtr 0.9 0.5 1.1 0.5 0.5 0.2 0.8 0.4 – – – –

Annual change 2.5 2.7 3.1 3.0 2.5 2.2 2.0 2.0 2.2 3.0 2.0 2.1
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