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RBNZ now expected to ease in October and November 2024
 • The OCR is expected to be cut to 5.25% in the 

RBNZ’s October meeting.

 • Westpac’s new forecasts show weaker growth 
and a higher unemployment rate. We think the 
RBNZ will be considering similar adjustments. 

 • The OCR is expected to be at 5% by year end 
and 4.5% in May 2025.

 • We continue to see the OCR troughing at 3.75% 
in early 2026.

Official Cash Rate forecasts 
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Westpac’s new economic forecasts, which will be 
released on Tuesday with our latest Economic Overview, 
include significant downward revisions in the growth 
and inflation outlook. We now see the RBNZ starting 
to temper the degree of restriction from their October 
Monetary Policy Review by reducing the OCR by 25bp to 
5.25% (previously, we expected rate reductions to begin 
in November). 

We continue to expect a further 25bp cut in November, 
leaving the OCR at 5% at year end. Our longer-term 
forecast for the OCR is unchanged, with the OCR to fall 
to 4.5% at the May 2025 Monetary Policy Statement and 

for it to reach our current estimate of the terminal rate of 
3.75% in early 2026. 

Recent data suggest that economic activity dipped more 
sharply than previously expected in the June quarter 
of 2024. This is evident in a raft of higher frequency 
indicators such as business and consumer confidence 
and the Purchasing Manager Indices. We think that 
GDP fell 0.6% in the June quarter. Given this weak 
performance, it looks likely that growth will continue to 
be subdued in the second half of 2024. 

Importantly, we now also see definitive signs that the 
labour market is adjusting more quickly to the weak 
growth profile that has been in place for some time. We 
now expect the unemployment rate to move more quickly 
to a higher peak of 5.6% in 2025. Recent data on filled 
jobs show this weaker trend has been firmly in place since 
early April and picked up in May and June. 

These weaker growth and labour market trends and 
expectations will give the RBNZ comfort that the path of 
inflation towards 2% is more assured than had been the 
case earlier in 2024. Combined with recent softer-than-
expected headline inflation outcomes – which show that 
the 1-3% target range will likely finally be reached in the 
September quarter – the RBNZ will have confidence to 
begin tempering the degree of restriction. 

We don’t see the RBNZ panicking and embarking on 
a more sudden or protracted easing path. Domestic 
inflation remains uncomfortably high, and this will 
continue to worry the RBNZ. We continue to see core 
inflation measures falling relatively slowly – albeit more 
surely – in the year ahead. So, while there is certainly a 
case for reducing the degree of restriction, we don’t see 
the RBNZ being keen on getting too far ahead of itself and 
moving quickly toward or into easy territory. Rather, we 
expect the RBNZ to take a measured and data dependent 
approach. The future path of the OCR will be determined 
by the data, and not the calendar.
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Past performance is not a reliable indicator of future performance. The forecasts given in this document 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 ultimate outcomes may differ substantially from these forecasts.
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