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Quarterly and annual GDP growth

GDP per capita

KEY RESULTS
• GDP rose by 0.2% in the December quarter, less than our forecast 

of a 0.4% rise and at the bottom of the range of market forecasts 

(0.2% to 1.0%). 

• The miss relative to our forecast was entirely due to technical 

matters. The details were largely as we expected, with modest gains 

across a broad range of industries and a few large negatives. 

• With the ongoing volatility in the quarterly figures, we look to annual 

growth as a cleaner read on the economy’s momentum. The annual 

growth rate lifted from 1.1% to 1.3%, which was below our forecast 

of 1.6% and the RBNZ’s forecast of 1.7%. 

• Today’s figures may ultimately prove to be of little more than 

historical interest, given the pall cast over the global economy in 

recent weeks by the Iran conflict. But from the RBNZ’s point of view, 

they will note that while the New Zealand economy was regathering 

some momentum coming into this latest shock, it was still barely at a 

pace that would have halted the rise in unemployment or added to 

domestic inflation pressures.
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Growth contribution by sector

GDP BY PRODUCTION
• The production measure of GDP rose by 0.2% in the December 

quarter. As we expected, there was modest growth across a broad 

range of industries, with a few large negatives.

• There were positive contributions from the primary industries, and 

from those linked to the ongoing rebound in international tourism 

such as transport, hospitality and recreational services. There were 

also gains in finance and real estate services as housing turnover 

picked up.

• The weakest sector was construction (down 1.4%), which has 

continued to slow over the last two years. Food manufacturing fell 

1.2%, largely due to lower wine production. Professional services fell 

by 0.7%, but that followed a surprisingly large 2% rise last quarter. 

• The main negatives, though, were largely technical. ‘Unallocated 

taxes’ fell by 1.8%, after a 2.2% rise last quarter. Changes in the 

timing of tobacco tax collection have made this group more volatile 

in recent years. There was also a large drag from the ‘balancing 

item’, which relates to how the sectors are summed together. 
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Quarterly changes vs Westpac forecasts

HOW DID OUR FORECASTS FARE?
• The 0.2% rise in the December quarter was below our final forecast 

of 0.4%. 

• However, all of the surprise was due to the ‘balancing item’ – the 

difference between overall GDP and the sum of the individual 

sectors. This is due to a technical aspect of the GDP calculations 

and provides no new information about the state of the economy. 

• By sector, there were some modest overs and unders relative to our 

forecasts. Professional services fell by more than we expected, while 

finance and real estate services rose by more than expected.

• Construction activity didn’t fall by as much as we expected, but that’s 

because the previous quarter was revised lower. 

• Overall, there were no major timing or measurement issues that we 

would expect to be unwound in the next quarter.
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Growth contribution by expenditure type

GDP BY EXPENDITURE
• The expenditure measure of GDP rose by 0.1%, slightly less than 

the 0.2% rise in production. (We don’t produce a separate forecast 

of the expenditure measure, due to large gaps in data availability.) 

• Household consumption fell by 0.1%. However, we suspect there is 

some misallocation between spending by New Zealanders and 

spending by overseas tourists (reportedly up 10%), the latter of 

which is instead captured in services exports. 

• Goods exports fell 2.6%, while business investment fell by 3.1%. 

Both were coming off large gains in the September quarter, and 

most likely reflects variation in the timing of export and import 

shipments. The large accumulation of stocks over the quarter will 

also reflect these timing issues. 

• Government consumption rose by 2.5%, the fifth straight quarterly 

increase. We suspect this growth could be revised down in future 

releases.
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Selected Q4 GDP growth rates

Selected economies GDP per capita

INTERNATIONAL COMPARISONS
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• The 0.2% rise in December quarter GDP was around the middle of 

the range among our peer countries. We were some way behind 

Australia, which recorded another strong quarterly gain of 0.8%. 

• In per capita terms, New Zealand’s GDP is slightly above pre-Covid 

levels, leaving us around the middle of the pack at the moment. The 

US has been the outlier, with strong productivity gains over the last 

few years. 

• New Zealand had one of the largest post-Covid bounces in GDP, 

fuelled by substantial monetary and fiscal stimulus. This also left us 

as one of the most overheated economies by 2022, requiring a 

significant tightening in monetary policy to bring inflation under 

control. Higher interest rates were in turn a major factor in our 

growth underperformance over the last few years. 
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Westpac forecasts

RBNZ estimate of potential output

IMPLICATIONS
• The quarterly GDP figures continue to be affected by seasonal 

distortions and shifts in the timing of activity across quarters. 

Attempting to strip out these effects, we find that the underlying 

growth rate picked up over the second half of last year. 

• Our current forecasts are for continued growth through 2026, 

although we’ve made some downward revisions to allow for higher 

oil prices sapping demand from other parts of the economy over the 

first half of the year. 

• However, the risks to our view are increasingly about the duration of 

the conflict, rather than where oil prices peak. Restrictions on the 

availability of fuel products as our current stocks run down would 

have a much more significant impact on activity. 

• From the RBNZ’s point of view, while the economy was regaining 

some momentum coming into this latest shock, it was still operating 

substantially below its full capacity. The RBNZ will be wary of 

responding to a near-term inflation spike by bringing forward OCR 

hikes in these circumstances. 
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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 
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