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Survey overview 3 - 90% of clients expect the RBNZ will deliver a 25bp cut at this Wednesday’s policy
Survey findings 5 meeting, with a further 5% expecting a 50bp cut. That’s in line with market pricing, as

well as our own forecast for a 25bp cut.

- Around 5% of clients expect that the RBNZ will leave the OCR on hold, all of whom are

New Zealand based.
Satish Ranchhod

e y Senior Economist - The majority of respondents expect that the RBNZ will start to tighten policy over 2026.
+64 9336 5668 | +64 21710 852 Client expectations are a little more hawkish than financial markets pricing.
satish.ranchhod@westpac.co.nz - Back in October, the RBNZ delivered a 50bp ‘circuit breaker’ cut in the wake of the

Westpac Economics Linkedin much weaker than expected June quarter GDP report.

- We think the RBNZ will continue to take a cautious view of the short-term growth
outlook, and some MPC members are likely to remain pessimistic. The tone of
data since the October policy meeting has been mixed. While signs of recovery are
emerging, we’re not seeing a significant turn in spending or business activity at this
stage. On the inflation front, while the headline rate has picked up to 3%, core inflation
is closer to 2% and is expected to remain contained over 2026.

- Clients in New Zealand are evenly split on whether the RBA or RBNZ will tighten policy
first. However, offshore clients think it’s a little more likely that the RBA will be first.
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SURVEY
OVERVIEW

Clients expect a rate cut in November, but a hawkish tilt
in 2026.

Our latest Westpac Client Pulse survey was conducted from 17 to 21
November. We received 140 responses with the bulk from New Zealand-
based businesses or institutions, with around 24% coming from offshore
clients or brokers. Thanks to all those who took part.

A 25bp OCR cut is expected in November.

90% of respondents expect a 25bp cut at the RBNZ’s 26 November policy
meeting, in line with our own forecast. Amongst the remainder, responses
were evenly split between those expecting no change and those that
expect a 50bp cut.

Medium-term outlook: A hawkish tilt expected in 2026.

Looking to 2026, there’s more of a split in terms of clients’ expectations for
policy, along with some notable differences from market pricing.

Around 18% of clients think the OCR will end 2026 at 2%, and 28% expect
it will sit at 2.25%.

However, the majority of respondents expect that the RBNZ will start to
tighten policy over the coming year, with 53% forecasting that the OCR will
be 2.5% or higher by the end of 2026. A number of clients expect more
than one rate hike over the coming year.

Westpac New Zealand Economics

On balance, clients’ expectations are broadly in line with our own forecasts
for a 25bp cut in November, followed by gradual rate hikes beginning in
late 2026.

However, clients” expectations are a little more hawkish than financial
markets pricing: markets are currently pricing a low in the cash rate of
around 2.10% in mid-2025 and are consistent with an OCR of around
92.95% by the end of 2026.

With a large amount of stimulus already working its way through the
economy, and the NZ dollar losing ground in recent weeks, we expect the
economy will strengthen over the year ahead. Against that backdrop, we
expect that the RBNZ will be cautious about pumping the gas too hard

at this late stage of the cycle. And as the economy recovers, we expect
gradual rate hikes from December 2026 (after next year’s general election).

RBNZ vs. RBA: Who tightens first?

When comparing the outlook for policy here to other regions, clients
are split: 40% expect the RBNZ to tighten first, while 46% think it will
be the RBA. Australia’s stronger economy and firmer inflation have
seen expectations for rate cuts from the RBA wound back. In contrast,
New Zealand has had larger interest rate cuts over the past year. That’s
taken our policy rate deeper into stimulatory territory, with growth
expected to pick up over the coming year. »



SURVEY
OVERVIEW

Inflation taking a backseat to growth and labour market concerns. Official Cash Rate forecasts
Most respondents (89%) expect that inflation will remain contained % %
over the coming year, albeit in the upper part of the RBNZ's target range. ® 1 souees: Bloomberg, RBNZ, Westpac °
Relatively few thought that non-tradables inflation would be a concern for 5 roeests 1 g
the RBNZ. — RBNZ Aug 2025 MPS

4 4 — Market pricing 24 Nov 2025 -4

Instead, it’s the strength of domestic economic growth and the labour — Westpac foresast
market (or lack there of) that are expected to be the key influences on < l:l -3

the RBNZ’s policy stance over the coming year. Global conditions are one

factor that clients thought could prompt a greater degree of easing. 2 LL‘—Ll_ 2
Fiscal Policy to become more expansionary? 1
Lastly, nearly 60% of respondents believe a significant increase in 0 — T T T 1
government spending is likely before next year’s election. This will be an 2016 2018 2020 2022 2024 2026
interesting area to watch, with many of those we've spoken to during our

recent travels noting that uncertainty about the election was likely to have

at least some impact on their businesses.
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SURVEY
FINDINGS

What will the RBNZ do at the November Policy meeting? What will the RBNZ do this week?

- 90% of clients expect the RBNZ will deliver a 25bp cut at this 100% - = Nz based clients  m Offshore / broker / other - 100%
Wednesday’s policy meeting, with a further 5% expecting a 50bp cut. Source: Westpac
That’s in line with market pricing, as well as our own forecast for a 80% - L 80%
95bp cut.

. Back in October, the RBNZ delivered a 50bp ‘circuit breaker’ cut in the 60% 1 - 60%

wake of the much weaker than expected June quarter GDP report.
40% - - 40%

- We think the RBNZ will continue to take a cautious view of the short-

term growth outlook, and some MPC members are likely to remain 20% | L 20%
pessimistic. The tone of data since the October policy meeting has

been mixed. While signs of recovery are emerging, we're not seeing a 0% L 0%
significant turn in spending or business activity at this stage. On the Cut by 50bp Cut by 25bp No change

inflation front, while the headline rate has picked up to 3%, core inflation
is closer to 2% and is expected to remain contained over 2026.

- Around 5% of clients expect that the RBNZ will leave the OCR on hold
this week, all of whom are New Zealand based.
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SURVEY
FINDINGS

Where will the RBNZ project the OCR to be at the end of 2026?

- After the expected 25bp easing in the OCR next week, clients are split
on what the RBNZ will signal for 2026.

- Around 38% of clients expect the RBNZ will signal a fairly neutral stance
and project the OCR at 2.25% at end 2026.

- Asimilar proportion expect the OCR forecast will sit at 2.50% or higher
at the end of 2026, thus indicating tightening by the end of 2026.
New Zealand based clients see a greater chance of tightening in 2026
compared to offshore clients.

- Aminority (around 21%) of clients anticipate that the RBNZ will leave the
door open for further cuts and project the OCR around 2% at the end
of 2026.

Westpac New Zealand Economics

Where will the RBNZ project the OCR at end 2026?

50%

40%

30%

20%

10%

0%

Source: Westpac
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SURVEY
FINDINGS

Where will the OCR actually be at the end of 2026? Where will the OCR actually be at the end 2026?
- Clients appear to believe that the risks are tilted towards the RBNZ 50% - - 50%
delivering an earlier tightening in policy than the RBNZs projections Souree: Westpac u NZ based clients
will indicate. 40% m Offshore / broker / other | 40%
- Just over half of clients (53%) expect the OCR to end 2026 at 2.50% or 30%
higher. Assuming we get a 25bp cut this week, that would mean at least

one rate hike next year. Around a quarter of clients expect two or more 20%

rate hikes.

- Compared to those offshore, New Zealand based clients expect slightly 1%

faster rate hikes over 2026. 0%

. . . . 175%or 200%  225%  2.50%  275% 3%
- There are still a number of clients (27%) who expect the OCR will remain e ° ° ’ ° hig"hz,rr

at 2.25% over 2025, with 18% expecting that the OCR will fall to 2%.

- On balance, clients’ expectations are broadly in line with our own
forecasts for gradual rate hikes from late 2025. However, clients are a
little more hawkish than financial market pricing, which is consistent
with an OCR of around 2.25% by the end of 2026.

Westpac New Zealand Economics 7



Which factors are most likely to lead to scaled-back easing?
FI N D I N G s Stronger NZ economic growth

indicators

Signs of stronger employment growth
and a peaking unemployment rate

What factors could affect the RBNZ’s policy stance? A wealer NZD exchange rate
Increasing import prices in foreign
currency terms

For these two questions we asked clients to choose up to three risk Improved globl growih or exgort

factors that could alter the RBNZ’s easing plans. commodity prices
A slow decline in non-tradables
. . inflation
Generally, clients saw domestic growth and the strength of the labour Fewer rate Cutstexpected from

overseas central banks
Reduced uncertainty associated with
. . global trade disputes
The strength of global growth and export commaodity prices were also Reduction of the 15% tariff rate applied
important factors which clients thought could prompt a greater degree by the US on NZ goods exports

of easing from the RBNZ.

market as the biggest risks for the RBNZ in both directions.

Source: Westpac

0% 10% 20% 30% 40%

Compared to economic growth and the labour market, inflation was

somewhat down the list of risk factors that clients think will be a CHEB TSR EITC L7 00 (I B Tae e (I ACEs i

concern for the RBNZ. However, some clients did think that there was Weaker NZ economic growih
. . . . . . . . Indicators
upside risk for imported inflation pressures, consistent with the fall in Weaker employment and a faster rise
th NZ d “ in the unemployment rate
€ otar. Weaker global growth or export
. . . commodity prices
The risks of a weaker NZ dollar appears relatively prominent as a factor Quickly declining non-tradables
. . . . inflati
that might forestall easing or accelerate interest rate increases. Faster easing expected from overseas

central banks
A stronger NZD exchange rate
Falling import prices in foreign
currency terms
Increased uncertainty associated with
global trade disputes
Further increases in tariffs applied by
the US on NZ goods exports

Source: Westpac

0% 10% 20% 30% 40%
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SURVEY
FINDINGS

Where will inflation be in two years’ time? Where will inflation be in two years’ time?

Inflation is expected to remain contained over the coming years. 40% - _ - 40%
However, only around 20% of clients expect that it will sit at the 2% = NZ based clients Source: Westpac
midpoint of the RBNZ’s target band. 300, | ™Offshore /broker /other L 30%

Most clients expect inflation will linger in the upper part of the 1% to 3%
target band, with expectations centred around 2.5%. History is certainly 20% |
on the side of these views, as headline inflation has averaged close to
2.5% since 2002.

20%

10% - 10%
- We should perhaps read this in conjunction with the responses
to the previous questions, with clients viewing the RBNZ as being 0% |
more focused on the risks to growth and the labour market, rather 1.50% or 1.75% 2.00% 2.25% 2.50% 2.75% 3% or

e | high
than inflation. ower gher

0%
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SURVEY
FINDINGS

Where will the NZD/USD exchange rate end 2025? Where will the NZD/USD end 2025?

Even with the expected cut in the OCR, 55% of clients expect the NZD 60% - - 60%

. m NZ based clients Source: Westpac
will close 2025 around US 0.56 to 0.5799.
50% 4 mOffshore / broker / other + 50%

- Among the remainder, expectations for the Kiwi are tilted mildly to the

downside, with offshore clients highlighting slightly more downside risk. 40%

40%

- Westpac’s forecast is for the exchange rate to remain at around 57c at 30% 30%

the end of the year and to gradually rise over the year ahead. 20% 20%

However, there’s substantial uncertainty about where the NZD/USD
ends up, with questions around the Fed’s stance over the coming year,
along with a still gradual recovery in domestic economic conditions. 0%

10% 10%

0%

Below 0.50- 052- 054- 056- 0.58- 0.600r
0.50 0.5199 0.5399 0.5599 0.5799 0.5999 higher

Westpac New Zealand Economics 10



SURVEY
FINDINGS

Which central bank is most likely to tighten policy first? Which central bank is most likely to tighten policy first?

- Clients in New Zealand are evenly split on whether the RBA or RBNZ will 60% - oo espne | 0%
tighten policy first. However, offshore clients think it’s a little more likely = NZ based clients '
that the RBA will be first. 50% m Offshore / broker / other 50%

- Australia’s labour market has been firmer than New Zealand’s, 40% 40%
consistent with the less aggressive tightening of interest rates by the
RBA in previous years and the related resilience in Australian demand.
However, inflation in Australia has also been stronger than on this side 20%
of the Tasman. Those conditions have seen expectations for rate cuts

from the RBA wound back in recent weeks.

30% 30%
20%

10% 10%

- In contrast, the RBNZ’s rate cuts over the past year have taken our 0% 0%
policy rate deeper into stimulatory territory. And with growth here
expected to pick up over 2026, we expect the RBNZ will start to raise
the OCR late next year, while the RBA is expected to deliver gradual

rate cuts.
- Only 14% of clients expect the Fed will tighten ahead of the RBA or RBNZ.

Fed RBA RBNZ

Westpac New Zealand Economics n



SURVEY
FINDINGS

How likely is a large increase in government spending ahead of
the 2026 election?

- 58% of clients think a large increase in Government spending before the
2096 election is ‘'somewhat likely” or ‘very likely’.

- With next year’s election coming into sharper focus, there are growing
questions around government policy settings over the coming years.
But those policy settings don't just relate to spending. Customers
we've spoken to have also raised questions about areas like taxation,
infrastructure, labour market policy and industry specific regulations.

Westpac New Zealand Economics

How likely is a large increase in Government spending ahead of the
2026 election?

Very unlikely,

Very likely,
5% ry Y.

1%

Somewhat
unlikely, 21%

Somewhat

Neither likely likely, 46%

nor unlikely,
16%

Source: Westpac
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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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the Westpac Group.

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 appropriateness of the advice. Certain types
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or incorporate by reference forward looking statements. The words “believe”, “anticipate”,
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“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
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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.
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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
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New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which
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standards. The current disclosure statements for the New Zealand branch of Westpac and
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and products referenced above are not insured by the Federal Deposit Insurance Corporation
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broker-dealer registered under the U.S. Securities Exchange Act of 1934 (‘the Exchange Act’)
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The author of this communication is employed by Westpac and is not registered or qualified
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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
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investment’, both as defined in Regulation (EU) No 596/2014 (including as applicable in the
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accompanies them and the general disclosure which can be found here. Such disclosure fulfils
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