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The not-so magnificent seven.

	– We expect the upcoming Consumers Price 
Index will show that New Zealand consumer 
prices rose by 1.4% in the June quarter. 

	– That would take annual inflation to 
7.0%, up from 6.9% last quarter and the 
highest annual inflation rate in more than 
three decades.

	– There have been particularly large increases 
in the prices of food, fuel and housing related 
costs. However, price pressures are bubbling 
over in every corner of the economy.

	– Businesses are continuing to grapple with 
shortages of staff and supplies. But what has 
really lit a fire under consumer prices has 
been the strength of demand. 

	– Our forecast is in line with the RBNZ’s last set 
of published forecasts.
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There’s been no relief from the intense price pressures 
that have been buffeting New Zealand households. We’re 
forecasting a 1.4% rise in consumer prices in the three months 
to June. Coming on the back of the strong price rises in 
previous months, that would take the annual inflation rate to 
7.0% - up from 6.9% last quarter and the highest annual rate in 
more than three decades. 

As discussed below, much of the rise in consumer prices over 
the past three months (and over the past year) relates to 
three key areas – fuel, food and housing costs. However, the 
strength in inflation isn’t limited to a few areas. Rather, price 
pressures are bubbling over in every corner of the economy, 
boosted by a cocktail of supply-side cost increases and strong 
consumer demand.

On the cost side of the ledger, businesses continue to grapple 
with disruptions to global supply chains and the related 

WESTPAC  
ECONOMIC BULLETIN
CPI preview, June quarter 2022 –  
Monday 18 July, 10:45am.
14 July 2022

 �Satish Ranchhod, Senior Economist  
 +64 9 336 5668 | +64 21 131 3433  
 satish.ranchhod@westpac.co.nz



Westpac Economic Bulletin 2

difficulties sourcing both consumer goods and raw materials. 
Operating costs have also been boosted by elevated global 
prices for commodities such as oil. And on top of those factors, 
wage costs have been pushing higher as businesses have 
struggled to attract and retain staff. 

But while shortages of staff and materials have boosted 
inflation, what’s really lit a fire under consumer prices has been 
the strength of demand. Indeed, if we look at the areas where 
businesses are reporting significant shortages of supplies, 
they’re predominantly in areas where demand has been strong, 
like the retail and construction sectors. In other words, the 
economy’s productive capacity hasn’t been able to keep up 
with the lift in demand since health restrictions were eased, 
and that’s resulted in prices ratchetting higher. 

That strength in demand is important for two reasons. First, it’s 
given many businesses greater scope to pass on cost increases 
into output prices, rather than just taking a hit on margins. 

Second, if demand is strong, inflation is likely to remain 
elevated even when the current pressure on operating costs 
(eventually) eases off. And that’s a big concern for the RBNZ, as 
a key factor underpinning the strength of household demand 
has been stimulus from low interest rates. In fact, that’s a key 
reason why the RBNZ has been raising the Official Cash Rate at 
such a rapid pace in recent months.

Consistent with that broad-based strength in inflation 
pressures, we expect the range of core inflation measures 
published by Stats NZ and the RBNZ will continue to run hot at 
levels well above the RBNZ’s 2% target. 

Our forecast for June quarter inflation is in line with the RBNZ’s 
latest published forecast for a 1.4% rise (finalised in May). 
Earlier this week the RBNZ signalled that further rate increases 
are on the cards over the coming months, and a result close to 
our forecast would confirm that stance. 

Details.
While inflation pressures are widespread, there are a few 
categories where we expect to see particularly large increases 
in the June quarter. 

First up are housing and construction costs. We’ve pencilled 
in a 3.5% increase in building costs for the quarter, following 
similarly large quarterly rises over the past year. Building 
firms have continued to face intense pressure on costs as they 
grapple with acute shortages of materials and staff. Combined, 
those factors have seen the cost of purchasing a newly built 
home rising by close to 20% over the past year.

Adding to the pressure on housing costs, rents have been rising 
rapidly, with an increase of around 1.1% in the June quarter.

Fuel prices have also risen strongly, with prices at the pump 
hitting record levels in recent months. Across the country, the 
price of 91-octane is still running at over $3/ltr (despite the 25 
cent reduction in the petrol excise tax!). That’s flowing straight 
through to consumers wallets, and the related increases in 

transport and production costs are adding to the prices for all 
manner of goods and services.

Increases in food prices are again set to be a major driver of 
the rise in overall inflation. Prices have risen by 1.6% in the 
past three months and are up by 6.9% over the past year. That 
includes sizeable increases in the prices for groceries and fresh 
vegetables. Contributing to those increases have been earlier 
poor weather and staffing shortages here in New Zealand. 
Those pressures have been compounded by strong 
international demand for commodities, continued disruptions 
to global supply chains, and the ongoing disruptions stemming 
from the war in Ukraine. 

Lastly, June quarter inflation will also be boosted by the 
Government’s ‘Clean Car’ program and the related fees on 
higher emitting vehicles. 

Providing some offset to the above price increases are the 
reduction in road user charges and the halving of public 
transport fares that the Government introduced earlier 
this year.

Contributions to Q2 CPI forecast (percentage points)
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