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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.
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® With the ongoing volatility in the quarterly figures, we look to annual Sources: Stats NZ, Westpac '
growth as a cleaner read on the economy’s momentum. The annual 2020 2021 2022 2023 2024 2025 2026
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%.
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GDP BY PRODUCTION

® The production measure of GDP rose by 0.2% in the December

Growth contribution by sector

Agriculture, forestry, fishing

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
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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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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.

Quarterly changes vs Westpac forecasts
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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

Growth contribution by expenditure type

Household consumption

of the expenditure measure, due to large gaps in data availability.) Residentlal investment
® Household consumption fell by 0.1%. However, we suspect there is Business investment

some misallocation between spending by New Zealanders and

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

which is instead captured in services exports.

Change in stocks

® Goods exports fell 2.6%, while business investment fell by 3.1%.
Both were coming off large gains in the September quarter, and Exports of goods
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. Imports of goods

Exports of services

® Government consumption rose by 2.5%, the fifth straight quarterly
increase. We suspect this growth could be revised down in future
releases. Balancing item

Imports of services
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INTERNATIONAL COMPARISONS

® 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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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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Westpac forecasts

GDP Unemployment

Yoyr %qtr  (Underlying) qtr
Mar-25  -0.7 1.1 0.4 81
Jun-25 1.0 0.9 0.1 52
Sep-25 1.1 0.9 0.4 53
Dec-25 1.3 0.2 0.5 54
Mar-26 1.0 0.8 0.5 5.4
Jun-26 2.3 0.4 0.7 5.3
Sep-26 2.2 0.8 0.8 5.2
Dec-26 2.8 0.8 0.8 5.0

RBNZ estimate of potential output
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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
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
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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 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 this information is free from error, none of Westpac or its related
entities warrants the accuracy, adequacy or completeness of this information, or otherwise endorses it in any way. Except
where contrary to law, Westpac Group intend by this notice to exclude liability for this information. This information is
subject to change without notice and none of Westpac or its related entities is under any obligation to update this
information or correct any inaccuracy which may become apparent at a later date. This information may contain or
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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
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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
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Fiji: Unless otherwise specified, the products and services for Westpac Fiji are available from www.westpac.com.fi ©
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account and before acting on it you should consider the appropriateness of the information for your financial situation.
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liability of its members is limited.
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Westpac Capital Markets, LLC (‘WCM’), a wholly-owned subsidiary of Westpac, is a broker-dealer registered under the U.S.
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In accordance with APRA's Prudential Standard 222 'Association with Related Entities', Westpac does not stand behind
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provided by Rule 15a-6 under the Exchange Act and is not subject to all of the independence and disclosure standards
applicable to debt research reports prepared for retail investors in the United States. WCM is the U.S. distributor of this
communication and accepts responsibility for the contents of this communication. Transactions by U.S. customers of any
securities referenced herein should be effected through WCM. All disclaimers set out with respect to Westpac apply
equally to WCM. If you would like to speak to someone regarding any security mentioned herein, please contact WCM on
+1 212 389 1269. Investing in any non-U.S. securities or related financial instruments mentioned in this communication
may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of,
the SEC in the United States. Information on such non-U.S. securities or related financial instruments may be limited. Non-
U.S. companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in
effect in the United States. The value of any investment or income from any securities or related derivative instruments
denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or
adverse effect on the value of or income from such securities or related derivative instruments.

The author of this communication is employed by Westpac and is not registered or qualified as a research analyst,
representative, or associated person of WCM or any other U.S. broker-dealer under the rules of FINRA, any other U.S. self-
regulatory organisation, or the laws, rules or regulations of any State. Unless otherwise specifically stated, the views
expressed herein are solely those of the author and may differ from the information, views or analysis expressed by
Westpac and/or its affiliates.

UK: The London branch of Westpac is authorised in the United Kingdom by the Prudential Regulation Authority (PRA) and
is subject to regulation by the Financial Conduct Authority (FCA) and limited regulation by the PRA (Financial Services
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Register number: 124586). The London branch of Westpac is registered at Companies House as a branch established in
the United Kingdom (Branch No. BR000106). Details about the extent of the regulation of Westpac’s London branch by the
PRA are available from us on request.

This communication is not being made to or distributed to, and must not be passed on to, the general public in the United
Kingdom. Rather, this communication is being made only to and is directed at (a) those persons falling within the definition
of Investment Professionals (set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
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HRB 118483. In accordance with APRA’s Prudential Standard 222 ‘Association with Related Entities’, Westpac does not
stand behind WEG other than as provided for in certain legal agreements (a risk transfer, sub-participation and collateral
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This communication contains general commentary, research, and market colour. The communication does not constitute
investment advice. The material may contain an ‘investment recommendation’ and/or ‘information recommending or
suggesting an investment’, both as defined in Regulation (EU) No 596/2014 (including as applicable in the United Kingdom)
(“MAR”). In accordance with the relevant provisions of MAR, reasonable care has been taken to ensure that the material
has been objectively presented and that interests or conflicts of interest of the sender concerning the financial instruments
to which that information relates have been disclosed.

Investment recommendations must be read alongside the specific disclosure which accompanies them and the general
disclosure which can be found here. Such disclosure fulfils certain additional information requirements of MAR and
associated delegated legislation and by accepting this communication you acknowledge that you are aware of the existence
of such additional disclosure and its contents.

To the extent this communication comprises an investment recommendation it is classified as non-independent research. It
has not been prepared in accordance with legal requirements designed to promote the independence of investment
research and therefore constitutes a marketing communication. Further, this communication is not subject to any prohibition
on dealing ahead of the dissemination of investment research.
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