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Q3 GDP Preview: low point

New Zealand’s Q3 GDP figures are revealed next Thursday at 10:45am. We
expect the economy contracted 0.4% qg/q in Q3, a 0.2%pt downgrade from
our previous forecast and below the RBNZ’s November MPS forecast of -0.2%
a/q. While that would mark yet another technical recession for the economy,
with the RBNZ now in cutting mode (having delivered 125bp of OCR cuts
since August), the economy is set to grow from here.

As we outlined in our Quarterly Economic Outlook, lower interest rates and
easing credit conditions are paving the way for an economic recovery. And
high-frequency indicators are already signalling that the economy is
responding, with confidence lifting, the housing market showing signs of life,
and activity indicators having bounced off their June lows. This recession was
caused by high interest rates, so lower rates are likely to be an effective cure,
but not an instant one.

Figure 1. Industry level GDP forecast
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Source: Stats NZ, Macrobond, ANZ Research

Despite our forecast for GDP being marginally weaker than the RBNZ's
November MPS forecast, we don't anticipate the Q3 GDP figures will alter the
near-term path for policy. RBNZ senior policymakers have already provided
guidance that a 50bp cut is likely in February, and the bar for a 75bp cut is
likely to be very high.

The Q3 GDP data (already three months old) is very much a look in the rear-
view mirror, and the focus has now turned to gauging the economy’s
responsiveness to monetary easing. On that front, high-frequency indicators
signal the economy is turning a corner, but that will take time to be reflected
in hard economic outcomes. The stark divergence between where the
economy has been, and where forward indicators signal that it is heading, is
likely to temper the attention the RBNZ pays to a weaker-than-expected Q3
GDP outcome.

Turning to the Balance of Payments, we expect the annual current account
deficit narrowed from 6.7% of GDP to 6.5% in Q3. While we don't forecast
revisions, given the positive revisions to the level of GDP over history (which
are concentrated in domestic demand components, rather than net exports),
the risks are skewed to a narrower annual current account deficit as a share
of GDP on the day. Nonetheless, the deficit is likely to remain a long way from
sustainable levels, leaving the economy vulnerable to future shocks.


https://bit.ly/ANZ-BO-20241128
https://bit.ly/ANZ-CC-20241129
https://bit.ly/ANZ-CC-20241129
https://bit.ly/ANZ-Truckometer-20241211
https://bit.ly/ANZ-Truckometer-20241211
https://bit.ly/ANZ-CPI-20241204
https://bit.ly/ANZ-CPI-20241204
https://bit.ly/ANZ-Merchant-and-Card-Spending-20241211
https://bit.ly/ANZ-Merchant-and-Card-Spending-20241211
https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/NZ-Economic-Acronyms-Definitions.pdf
https://t.ly/BcZuY
https://t.ly/BcZuY
https://t.ly/QHe7k
https://bit.ly/ANZ-BO-20241128
https://t.ly/EPFBO

Looking ahead

- o* o~ NZ Economic
News
ANZ’s latest data
releases, forecast

updates and
insights

e NZ Agri Focus: sun going down
on 2024

e NZ Forecast Update: farmgate
milk price revised up to $9.85

e NZ Property Focus: the lights
are coming on

e RBNZ MPS Review: 50bp cut, as
expected

e RBNZ MPS Preview: 50bp OCR
cut expected next week

e RBNZ MPS starting-point
surprise chart pack

e NZ Economic Outlook: finding
neutral

e NZ REINZ housing data: a shift
in momentum

e NZ labour market: not a game
changer

e NZ Insight: FTA with Gulf
countries bolsters trade
opportunities

e NZ Property Focus: on the up

e NZ CPI Review: back in the
band; now keep it there

e NZ REINZ housing data: finding
a floor

e RBNZ MPR Review: doubling
down

e NZ Insight: fiscal musings
e NZ Agri Focus: seasonal change

e NZ Insight: playing by the
rules?

e NZ Property Focus: regional
revelations

e NZ GDP: better than feared

e NZ Property Focus: kicking off
into the wind

e NZ Carbon Market: Emissions
Trading Scheme settings

e NZ Insight: China consumer
caution impacting NZ exports

e NZ Insight: Draft Emissions
Reduction Plan

e NZ Insight: non-tradable
inflation — a waiting game

e NZ Budget 2024: fiscal reshuffle
not a game-changer for the
economic outlook

e NZ Insight: new Government,
new fiscal strategy

Click here for more.

Half-Year Economic and Fiscal Update

17 December brings the Treasury’s Half-Year Economic and Fiscal Update
(HYEFU) and the Government’s Budget Policy Statement (BPS).

The Treasury has signalled that its activity outlook is in for a downgrade
as it dials back optimistic productivity assumptions underpinning prior
forecasts and incorporates a little more near-term weakness. That's set
to weigh on their outlook for nominal GDP (figure 2), and likely means a
delay in the forecast return to OBEGAL surplus, wider-for-longer cash
deficits, a higher debt projection, and more bonds for NZDM to issue.

Figure 2. Nominal GDP forecasts
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We've pencilled in a $4-6bn increase in bond issuance to June 2028, with
the current fiscal year looking like a coin toss between a $38bn
programme (ie unchanged) and $40bn. As we note in our Preview, NZDM
are likely to see some merit in frontloading issuance if there’s opportunity
to do so, meaning even if they stick with signalling a $38bn programme
for the current fiscal year, depending on demand at the next syndication
they could end up issuing more than that.

All up, the HYEFU and accompanying BPS are likely to reconfirm the
Government’s “steady as she goes” approach to fiscal consolidation (ie
contained spending growth and ongoing reprioritisations, but little else)
as the Minister walks the talk by sticking to the profile for allowances set
out at Budget 2024 - all against a weaker economic backdrop. And while
contained spending may see the chorus calling for more government
support get louder (especially as the labour market continues to cool), we
all must remember that the more the Government adds to aggregate
demand, the more upwards pressure on interest rates there will be (as
the RBNZ offsets the inflationary impacts). In the absence of a significant
crisis, fiscal policy should focus on delivering key public services within
the constraints of fiscal sustainability and let monetary policy do the
heavy lifting from a macro stabilisation perspective.

For markets, a potential delay to surplus, a slightly more pessimistic tone
from the Treasury regarding the economic outlook and an upgrade to
bond issuance guidance are likely to be the key focal points on the day.
But without a meaningful change to discretionary fiscal policy settings
(which we are not expecting), the HYEFU is likely to have very few
implications for monetary policy compared to the Budget Update. Fiscal
policy is still expansionary (the Government is still running sizable
structural deficits), but those deficits are expected to narrow over the
next few years towards an eventual surplus (which hopefully arrives
before the next inevitable crisis comes along).
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Financial markets update

Data

'O' calendar
#Z

7N
Date

Mon 16 Dec
(10:30am)
Mon 16 Dec
(10:45am)
Tue 17 Dec
(09:00am)
Tue 17 Dec
(1:00pm)

Wed 18 Dec
(early am)

Wed 18 Dec
(10:45am)
Thu 19 Dec
(10:45am)
Thu 19 Dec
(1:00pm)

Fri 20 Dec

(10:00am)
Fri 20 Dec

(10:45am)
Wed 8 Jan

(early am)

Wed 8 Jan

(1:00pm)

Mon 13 Jan
(10:45am)
Mon 13 Jan
(10:45am)
Tue 14 Jan
(10:00am)
Thu 16 Jan
(10:45am)
Fri 17 Jan

(10:30am)
Tue 21 Jan
(10:45am)
Wed 22 Jan
(early am)

Wed 22 Jan
(10:45am)
Thu 23 Jan
(10:45am)
Tue 28 Jan
(10:45am)
Thu 30 Jan
(10:45am)
Thu 30 Jan
(1:00pm)

Fri 31 Jan

(10:00am)
Tue 4 Feb

(10:45am)

Wed 5 Feb
(early am)

What's coming
up in the months
ahead.

Data/event
Performance
Services Index - Nov
Selected Price
Indexes - Nov

REINZ Housing Data
- Nov

HYEFU 2024

Global Dairy Trade
auction

Balance of Payments

-Q3
GDP - Q3

ANZ Business
Outlook - Dec
ANZ-RM Consumer
Confidence - Dec
Merchandise Trade -
Nov

Global Dairy Trade
auction

ANZ Commaodity
Price Index — Dec
Building Permits -
Nov

Employment
Indicators - Nov

NZIER QSBO - Q4

Selected Price
Indexes - Dec
BusinessNZ Manuf
PMI - Dec
Electronic Card
Transactions - Dec

Global Dairy Trade
auction

CPI - Q4

Net Migration — Nov

Employment
Indicators - Jan
Merchandise Trade -
Dec

ANZ Business
Outlook - Jan
ANZ-RM Consumer
Confidence - Jan
Building Permits -
Nov

Global Dairy Trade
auction

Interest rate markets

The local swap curve has steepened this week, as terminal pricing for the OCR
moved lower (the market is currently pricing in an OCR of around 3.1% by
the end of 2025) and long-term vyields lifted (following global moves). A
blockbuster week ahead beckons domestically with soft Q3 NZ GDP data likely
to cement expectations of a 50bp cut in Feb (already around 90% priced in),
while HYEFU stands as a key risk event for the bond market, given
expectations of an increase to bond issuance guidance.

FX markets

The Kiwi has continued to grind lower this week, touching a low of 0.5762,
which was largely a reflection of global moves in the absence of key domestic
data. With next week’s GDP data expected to be soft, the Kiwi may struggle,
despite favourable seasonality into the turn of the year.

Key data summary

ANZ Truckometer — November. The Light Traffic Index was unchanged in
November, while the more volatile Heavy Traffic Index fell 2.5% m/m.

Economic Survey of Manufacturing — Q3. Volumes fell 1.2% q/q.

Electronic Card Transactions — November. The recovery paused in
November with total card spending down 0.1% m/m. Core retail spending
was up 0.1% m/m.

Manufacturing PMI - November. Down 0.2pts to 45.5, very weak.
Net Migration — October. Monthly net inflows lifted from 2190 to 2790.

The week ahead

Performance Services Index - November (Monday 16 December,
10:30am). Has been gradually lifting in recent months - but still
contractionary.

Selected Price Indexes — November (Monday 16 December,
10:45am). As noted last week, our estimate for a weighted SPI index is
expected to be broadly unchanged in November.

REINZ House Prices — November (17 December, 9:00am). We
anticipate another modest fall in house prices, and a further lift in sales
volumes.

Half-Year Economic and Fiscal Update (Tuesday 17 December,
1:00pm). See our Preview.

GlobalDairyTrade auction (Wednesday 19 December, early am). Dairy
prices are forecast to ease slightly (~1%) as buyers resist higher prices.

Current Account Balance - Q3 (Wednesday 18 December, 10.45am).
See our Preview.

GDP - Q3 (Thursday 19 December, 10.45am). See our Preview.
ANZ Business Outlook — December (Thursday 19 December, 1:00pm).

ANZ-Roy Morgan Consumer Confidence — December (Friday 20
December, 10:00am).

Overseas Merchandise Trade — November (Friday 20 December,
10:45am). Imports (~$7bn) are expected to outpace exports (~$6.3bn).
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@@ Key forecasts and rates

Actual Forecast (end month)
FX rates Oct-24 Nov-24 Today Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26
NzD/USD 0.597 0.593 0.577 0.610 0.590 0.580 0.590 0.610 0.620
NzD/AUD 0.910 0.909 0.906 0.924 0.922 0.921 0.908 0.910 0.899
NZD/EUR 0.549 0.560 0.551 0.570 0.573 0.569 0.567 0.581 0.585
NzD/IPY 91.0 88.7 88.0 90.3 90.3 89.3 88.5 90.3 90.5
NzZD/GBP 0.460 0.465 0.455 0.477 0.468 0.464 0.461 0.462 0.466
NzZ$ TWI 69.6 69.7 68.6 71.5 70.2 69.6 70.3 72.2 72.8
Interest rates Oct-24 Nov-24 Today Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26
NZ OCR 4.75 4.25 4.25 4.25 3.75 3.50 3.50 3.50 3.50
NZ 90 day bill 4.52 4.36 4.29 4.04 3.62 3.62 3.62 3.62 3.62
NZ 2-yr swap 3.64 3.70 3.60 3.64 3.57 3.57 3.59 3.62 3.62
NZ 10-yr bond 4.48 4.38 4.43 4.50 4.50 4.50 4.75 5.00 5.00

Economic forecasts
Jun-24 Sep-24  Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26

abueyd 9, |enuuy

GDP (% qoq) -0.2 -0.4 )
Under review
GDP (% yoy) -0.5 -0.5
CPI (% qoq) 0.4 0.6 0.4 0.5 0.6 0.7 0.4 0.4 0.5
CPI (% yoy) 3.3 2.2 2.1 2.0 2.2 2.3 2.3 2.1 2.0
Employment (% qgoq) 0.2 -0.5 -0.2 -0.1 0.0 0.3 0.4 0.4 0.5
Employment (% yoy) 0.3 -0.4 -0.9 -0.6 -0.8 0.0 0.6 1.1 1.6
Unemployment Rate (% sa) 4.6 4.8 5.1 5.3 5.5 5.5 5.3 5.2 5.1
Figures in bold are forecasts. mom: Month-on-Month; qoq: Quarter-on-Quarter; yoy: Year-on-Year. Click here for full ANZ forecasts
Figure 3. GDP level Figure 4. CPI inflation components
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Source: Stats NZ, RBNZ, ICAP, Bloomberg, Macrobond, ANZ Research
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functions as a licensed bank. This document is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).

New Zealand. This document is distributed in New Zealand by ANZ Bank New Zealand Limited. The material is for information purposes only
and is not financial advice about any product or service. We recommend you seek advice about your financial situation and goals before
acquiring or disposing of (or not acquiring or disposing of) a financial product.

Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business or
provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman (CBO) or Oman’s Capital Market
Authority (CMA). The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in
Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal Decree
80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated by Article
139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). ANZ does not solicit business in Oman and
the only circumstances in which ANZ sends information or material describing financial products or financial services to recipients in Oman, is
where such information or material has been requested from ANZ and the recipient understands, acknowledges and agrees that this
document has not been approved by the CBO, the CMA or any other regulatory body or authority in Oman. ANZ does not market, offer, sell
or distribute any financial or investment products or services in Oman and no subscription to any securities, products or financial services
may or will be consummated within Oman. Nothing contained in this document is intended to constitute Omani investment, legal, tax,
accounting or other professional advice.

People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China) Company
Limited (ANZ China). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on speculative
transactions and CNY/CNH arbitrage trading. If this document is distributed by ANZ or an Affiliate (other than ANZ China), the following
statement and the text below is applicable: No action has been taken by ANZ or any affiliate which would permit a public offering of any
products or services of such an entity or distribution or re-distribution of this document in the PRC. So, the products and services of such
entities are not being offered or sold within the PRC by means of this document or any other document. This document may not be
distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and
regulations. If and when the material accompanying this document relates to the products and/or services of ANZ China, the following
statement and the text below is applicable: This document is distributed by ANZ China in the Mainland of the PRC.

Peru. The information contained in this document has not been, and will not be, registered with or approved by the Peruvian
Superintendency of the Securities Market (Superintendencia del Mercado de Valores, SMV) or the Lima Stock Exchange (Bolsa de Valores de
Lima, BVL) or under the Peruvian Securities Market Law (Legislative Decree 6 861), and will not be subject to Peruvian laws applicable to
public offerings in Peru. To the extent this information refers to any securities or interests, it should be noted the securities or interests may
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Securities Market, or (ii) such offering is considered a private offering in Peru under the securities laws and regulation of Peru.

Qatar. This document has not been, and will not be:

e lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority, QFC
Regulatory Authority or any other authority in the State of Qatar (Qatar); or

e authorised or licensed for distribution in Qatar, and the information contained in this document does not, and is not intended to,
constitute a public offer or other invitation in respect of securities in Qatar or the QFC.

The financial products or services described in this document have not been, and will not be:
. registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
e authorised or licensed for offering, marketing, issue or sale, directly or indirectly, in Qatar.

Accordingly, the financial products or services described in this document are not being, and will not be, offered, issued or sold in Qatar, and
this document is not being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the financial products or services
described in this document and distribution of this document is being made in, and is subject to the laws, regulations and rules of,
jurisdictions outside of Qatar and the QFC. Recipients of this document must abide by this restriction and not distribute this document in
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request and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any person
other than the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.

Singapore. To the extent that this document contains any statements of opinion and/or recommendations related to an investment product
or class of investment product (as defined in the Financial Advisers Act 2001), this document is distributed in Singapore by ANZ solely for the
information of “accredited investors”, “expert investors” or (as the case may be) “institutional investors” (each term as defined in the

Securities and Futures Act 2001 of Singapore). ANZ is licensed in Singapore under the Banking Act 1970 of Singapore and is exempted from
holding a financial adviser’s licence under Section 23(1)(a) of the Financial Advisers Act 2001 of Singapore. In respect of any matters arising

from, or in connection with, the distribution of this document in Singapore, please speak to your usual ANZ contact in Singapore.

United Arab Emirates (UAE). This document is distributed in the UAE or the Dubai International Financial Centre (DIFC) (as applicable) by
ANZ. This document does not, and is not intended to constitute: (a) an offer of securities anywhere in the UAE; (b) the carrying on or
engagement in banking, financial and/or investment consultation business in the UAE under the rules and regulations made by the Central
Bank of the UAE, the Emirates Securities and Commodities Authority or the UAE Ministry of Economy; (c) an offer of securities within the
meaning of the Dubai International Financial Centre Markets Law (DIFCML) No. 12 of 2004; and (d) a financial promotion, as defined under
the DIFCML No. 1 of 200. ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (DFSA). The financial products or services
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Important notice

United Kingdom. This document is distributed in the United Kingdom by Australia and New Zealand Banking Group Limited (ANZ) solely for
the information of persons who would come within the Financial Conduct Authority (FCA) definition of “eligible counterparty” or “professional
client”. It is not intended for and must not be distributed to any person who would come within the FCA definition of “retail client”. Nothing
here excludes or restricts any duty or liability to a customer which ANZ may have under the UK Financial Services and Markets Act 2000 or
under the regulatory system as defined in the Rules of the Prudential Regulation Authority (PRA) and the FCA.

ANZ considers this document to constitute an Acceptable Minor Non-Monetary Benefits (AMNMB) under the relevant inducement rules of the
FCA. ANZ is authorised in the United Kingdom by the PRA and is subject to regulation by the FCA and limited regulation by the PRA. Details
about the extent of our regulation by the PRA are available from us on request.

United States. Except where this is a FX-related document, this document is distributed in the United States by ANZ Securities, Inc.

(ANZ SI) which is a member of the Financial Regulatory Authority (FINRA) (www.finra.org) and registered with the SEC. ANZSI’s address is
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intended for institutional use only - not retail. If you are an institutional customer wishing to effect transactions in any securities referred to
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Persons (as “US person” is defined in Regulation S under the US Securities Act of 1933, as amended) who are individuals. If you have
registered to use our website or have otherwise received this document and are a US Person who is an individual: to avoid loss, you should
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