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Official Cash Rate forecasts — easing coming in November
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02 GDP looks weak based on the PMl indicators
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Retail spending dropping back

7500 " sm
Spending
7,000 - 2023-24 |
\
6,500 - -
_ Spending i
6,000 2014 to 2022 W
5,500 - -
u
5,000 - -
Covid-19
4500 A outbreak i
Source: Stats NZ &L
4,000 | | | | .
2014 2016 2018 2020 2022 2024

7,500
7,000
6,500
6,000
5,500
5,000
4,500

4,000



NZ net migration continuing to drop
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Range of RBNZ Output gap estimates since end 2022
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Pricing intentions indicators compared to average
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02 CPI gives room to dial back restriction earlier

Consumer price inflation

Jun 2024 Forecast
Actual Westpac RENZ

Headline inflation
Quarterly 0.4 0.6 0.6
Annual 3.3 3.5 36

NMon-tradables inflation
Quarterly 0.9 0.8 0.8
Annual 5.4 5.3 5.3

Tradables inflation
Quarterly -0.5 0.1 0.3
Annual 0.3 0.9 1.1




Quarterly non-tradable inflation rates compared to 20 yr avg
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Quarterly tradable inflation rates compared to 20 yr avg

% qoq % qgoq

2.50 - - 2.50
Source: Stats NZ, Macrobond, Westpac calculations
2.00 A - 2.00
150 4 —10 Percent Trim - Tradables 150
—Weighted Median - Tradables
1.00 - - 1.00
0.50 A - 0.50
0.00 Y / A L 0.00
-0.50 ~ - -0.50
-1.00 ~ 4 - -1.00
-1.50 - v - -1.50
-2.00 — -2.00

2006 2008 2010 2012 2014 2016 2018 2020 2022




RBNZ OCR forecast profiles since May 2023

% %
0.7 - 1/12/2024, - 9.7/5
5.57
1/12/2025
5.50 - ' 9.90
4.87
025 1 1/12/2024, < |>%
5.30
5.00 - - 5.00
415 - May 2023 MPS e
450 - —Aug 2023 MPS L 4.50
—Feb 2024 MPS
425 |  —May 2024 MPS 111212025, | 495
Source: RBNZ, Westpac 4.09
4.00 . . . . . 4.00

May-24  Aug-24  Nov-24  Mar-25 Jun-25 Sep-25  Jan-26




Core CPl Inflation vs the 20-year average
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The path to easing
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Quarterly inflation was +0.4%, lower than Westpac and RBNZ
forecasts for a 0.6% rise.

% %
3.0 - - 3.0
Headline inflation (June quarters highlighted)

O Westpac forecast

2.0 - - 2.0
¢ RBNZ May MPS forecast

1.0 A - 1.0
*
0o -1 1 | I | I I | I | I | | | | I_ 0.0

Source: RBNZ, Stats NZ, Westpac

1.0 -1.0
2013 2015 2017 2019 2021 2023




There continues to be a stark divergence hetween the imported and
domestic components of inflation.
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Tradables inflation has consistently surprised to the downside of
the RBNZ’s forecasts.
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Weakness in tradable has heen widespread (consistent with weak
retail spending) and is expected to continue.
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Non-tradables inflation has consistently surprised the
RBNZ on the upside.
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There have heen big increases in areas like rates, insurance and

energy...
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..hut the strength in services prices has heen

widespread...

10

-2

ification: PROTECTED

%

Non-tradables excluding housing,

government charges and insurance costs

Quarterly (seasonally adjusted)

- Annual

Sources: Stats NZ, Westpac

2005

2009 2013



...consistent with strength of the labour market inrecent years.
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Core inflation is dropping back, CPl inflation likely to slip helow
3% in September quarter.
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...hut lingering strength in non-tradables means 2% is still a long
way away.
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Annual inflation slowed to 3.3% in the year to June
(vs +4.0% in the year to March).
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What type of labour market outlook - hard, soft or no landing?
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Current job opportunities vs unemployment rate
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House prices versus number of sales
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Westpac ‘investor value’ model of house prices
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Westpac Institutional Bank is a division of Westpac Banking Corporation ABN 33 007 457 141
(‘Westpac’).

Disclaimer

This material contains general commentary, research, and market colour. The material does not
constitute investment advice. The material may contain investment recommendations, including
information recommending an investment strategy. Reasonable steps have been taken to ensure
that the material is presented in a clear, accurate and objective manner. 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 has been prepared without taking account of your objectives, financial situation or
needs. This material 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 the information is free from error, none of Westpac or its related entities
warrants the accuracy, adequacy or completeness of the information, or otherwise endorses it in
any way. Except where contrary to law, Westpac and its related entities intend by this notice to
exclude liability for the information. The information is subject to change without notice and none
of Westpac or its related entities is under any obligation to update the information or correct any
inaccuracy which may become apparent at a later date. The information contained in this material
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 a legally binding contract. Past performance is not a
reliable indicator of future performance. 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 ultimate outcomes
may differ substantially from these forecasts.

Country disclosures
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(“WNZL"). Any product or service made available by WNZL does not represent an offer from
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China, Hong Kong, Singapore and India: This material has been prepared and issued for
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defined in the applicable Singapore laws and regulations) only. Recipients in Singapore of this
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