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- GDP rose by 0.8% in the March quarter. That was within the range of market forecasts (0.4% 3 1 nnal % change (right axts) - 12
to 1.0%), but a bit below the 1% rise that we and the RBNZ were expecting. 5 | Forecasts | g
- Growth was spread across a range of industries, another encouraging sign that the economy " e
was regaining momentum as lower interest rates flowed through. 0 1 0
- There were some notable revisions to the recent history of the data. December quarter " e
growth was revised up from 0.2% to 0.5%, and changes to the seasonal factors mean that 27 s it 2, s |
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the March quarter result would have been closer to our 1% forecast.

- With these revisions, GDP was up 1.5% compared to the same quarter last year. That was GDP per capita

stronger than our forecast of 1.2%, and ahead of the 0.8% growth in the population. 115 Index Index_ ¢

- The Iran conflict has rendered these figures somewhat dated (even more so than usual). 110 | | 110

The surge in fuel prices will have weighed on confidence and activity over the June quarter, o8 s
and a soft and possibly negative GDP result seems likely. But the apparent resolution of the Dooots =100 2\ //\‘\N/
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conflict, if it holds, could see the economy regain its momentum sooner than we previously

thought. We'll be reviewing our forecasts over the next week. 95 - - 95
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GDP by production

The production measure of GDP rose by 0.8% in the March quarter. As we expected, the
growth was spread across a diverse range of industries.

The largest positive contributions came from the manufacturing sector (up 1.9%),
particularly food processing and equipment manufacturing; and professional and
administrative services, up 1.1%.

Wholesale trade saw another strong quarter of growth, up 2.4%. This sector can be seen as
a bellwether for the broader economy, as it has connections to a wide range of industries.

Retail trade and accommaodation grew by 1.2%. This appears to be driven more by the
ongoing recovery in international tourism, with spending by New Zealanders closer to flat in
recent times.

The largest negative contribution was from mining - a relatively small share of the economy,
but with a sharp drop this time (down 11.5%) as oil and gas extraction slowed. The other
notable negative was the ongoing decline in construction.

Unallocated taxes rose by 2.9%, after a 1.5% fall last quarter. This group includes items such
as tobacco excise, where the timing has been quite volatile in recent years. There was also a
large increase in the “balancing item’, which relates to how the sectors are summed together.
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Growth contribution by sector
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How did our forecasts fare?

The 0.8% rise in the March quarter was below our final forecast of 1.0%. Around half of the
difference was due to revisions in the seasonal pattern of the data, which meant for instance
that the balancing item made a smaller contribution than we had assumed.

Most sectors were broadly in line with our forecasts. The largest ‘miss’ to the downside was
in information, media and telecommunications, which fell by 1.4%, unwinding a 1.2% rise
last quarter. GDP for this sector has been very choppy in recent years, and we have no good
indicator for it.

Construction activity fell by less than we expected. The declines in residential and non-
residential building work had been previously reported, but the surprise on the day was a
4.8% jump in non-building construction.

Overall, there were no major timing or measurement issues that we would expect to be
unwound in the next quarter.
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Quarterly growth vs Westpac forecasts
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Revisions to GDP level

Data revisions
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December quarter growth was revised up to 0.5%, from an initially reported 0.2%. The main 150 - = Revision to seasonality 150
contributors were updated information on building work and agricultural output. 100 1 100
- There was also an upward revision to the level of GDP going back to 2018. This was due to 50 1 50
revised estimates of the size of the housing stock, which in turn lifted estimated output from 01 0
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Growth contribution by expenditure type

GDP by expenditure

Household consumption

- The expenditure measure of GDP rose by 1.0%, slightly more than the 0.8% rise in
production. (We don’t produce a complete forecast of the expenditure measure, due to
large gaps in data availability.)

Residential investment

Business investment

Household consumption rose by 0.5%. This included a lift in New Zealanders taking holidays
overseas, which is then offset in the GDP figures via imports of services. Government consumption

Business investment saw a strong lift, particularly in computing equipment which also
added to the goods import bill. Non-building construction also saw a strong rise, although
this is quite variable from quarter to quarter.

Change in stocks

Exports of goods

- Goods exports rose by 1.1%, after a 2.1% fall last quarter. Some key exports such as dairy
have seen strong growth in volumes, but volatility in the timing of shipments is also likely to Exports of services

have been a factor here.
Imports of goods

- Services exports were boosted by the ongoing post-Covid recovery in overseas
visitor numbers. Imports of services

- Government consumption (which covers services like health, education, law and order etc)
rose by 1.5%, the sixth straight quarter of strong growth. This is somewhat at odds with the Balancing item
fiscal spending data, and we suspect it could be revised down in future GDP releases.
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o ° Selected Q1 GDP growth rates
International comparisons
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- The 0.8% rise in March quarter GDP was above-average among our peer countries. This time New zealand
we switched positions with Australia, which recorded a modest 0.3% rise in March after a J’Spain
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0.9% rise in December. USA
Euro area

In per capita terms, New Zealand’s GDP is slightly above pre-Covid levels, leaving us around Germany
the middle of the pack at the moment. The US has been the outlier, with strong productivity Norway

- Canada
gains over the last few years. France
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Source: Macrobond

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

2029, requiring a significant tightening in monetary policy to bring inflation under control. Selected economies GDP per capita

- The decline in interest rates from mid-2024 has been a key factor in seeing per-capita GDP

. . . 115 _Index Index 4,z
stabilise and gradually trend higher again over the last couple of years. Source: Macrobond
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