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• CPI inflation has fallen from 7.3% to under 3%

• Current account deficit has shrunk from 9% of GDP to under 4%

• Household debt is back where it was pre-COVID as % of GDP. 

• Corporate debt is the lowest in 20 years as % of GDP.

• Real house prices are back where they were before the bubble

• Of course there’s a lot that’s not fixed structurally: the level of government debt, 

productivity, infrastructure deficit, energy issues…

• We haven’t renovated the house but we’ve done a lot of housework.

But look what this slowdown has achieved!
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ANZBO experienced activity

Broad-based recovery

• The economy lost momentum in Q2 but 

has recovered in a broad-based fashion 

subsequently.

• For construction and manufacturing, there 

are still more firms saying they are less 

busy than a year ago than are saying 

they’re busier. 

• However, the agriculture sector has been 

leading the charge: good prices, a strong 

dairy production season, and a low NZD.
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CPI inflation

Bouncing around the top

• The buck stops with non-tradable 

inflation.

• It reflects where the economy has 

been, so is set to be benign. 

• Tradable inflation is more volatile 

and not as persistent.

• But there’s an awkward near-term 

bump in headline inflation.
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Overall ANZBO inflation signals are encouraging

Pricing intentions Cost expectations

Wage-setting intentionsWage settlements
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Firms’ biggest reported problems

Economy-wide

Construction

Agriculture
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OCR forecast

Wait and see

• At 2.25%, we expect this is the low for 

the OCR.

• We have pencilled in hikes from early 

2027.
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Sudden change in OCR expectations drives a sharp turn in swaps
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And the NZD
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Non-performing loans are not unusually high

A rise was to be expected

• Bad loans have risen, but not to an 

unusual extent.

• The big increase in debt during 

COVID was in the public sector, 

not households and businesses.

• The private sector (including 

banks!) has a relatively clean slate 

for growth.

Source: RBNZ (banks’ forecasts)
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Remarkably stable

Silver linings

• Given the crazy housing boom, 

we’ve done well to come out the 

other side with the household debt 

to income ratio no worse than pre-

COVID.

• Even if high nominal income 

growth mostly isn’t ‘real’, it has its 

upsides in terms of inflating away 

debt.

• But Government debt is still much 

larger than pre-COVID.
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Consumer arrears are improving

Source: Centrix

• The South Island is benefiting from the strength in the agriculture sector, population growth in Christchurch, 

and the tourism recovery. Poorer regions in the North Island are feeling it.

September 2023 October 2025February 2025
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The labour market

Unemployment

At 5.3% we estimate the unemployment 

rate is at its peak. But how fast it will fall 

is very uncertain.

Job ads

Have turned higher off low levels.

Monthly filled jobs

Still well down versus a year ago but 

declines are easing.
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Don’t underestimate how much people hate inflation
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ANZ card spending data
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Discretionary spending
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Mortgage relief

• Households have done well 

fixing shorter to be able to 

take advantage of lower 

rates.

• But it’s still painfully slow.

• Prior easing is still feeding 

through.
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Lifting

RBNZ GDP Nowcast vs forecasts RBNZ GDP Nowcast contributions

• Q1 GDP was good, but a wide range of indicators rolled over in Q2, particularly surveys. Q3 is looking much 

better.

• The RBNZ is now done cutting.
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Net migration

• Net migration boosts labour supply but also economic demand (most notably for housing). It has dropped sharply 

as arrivals ease and departures lift.

• The recent immigration wave skewed low-skilled and young. High departures mean pockets of skill shortages 

persist. The relative state of the two labour markets explains the high net emigration to Australia currently.

Net migration Net trans-Tasman migration 
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Housing market: sales lifting, rents falling

• New rents are falling. House sales are rising but still low; house prices are flat.

• We are forecasting house prices to end the year up 0.5-1.0%, then rise 5% next year, with the action in 

the second half of the year. 

Rent inflation
House sales and prices
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Nominal and real house prices
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Building consents lifting

Looking up

• Still difficult to build a house for less than you can sell it for.

• But residential building consents are lifting.

• Card spend at architects is turning higher, interest in 

renovations and building has picked up strongly.

Google searches for renovation terms

Card spend at architects vs dwelling consents

Google searches ‘joinery’, ‘builders’ & dwelling consents
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Paying our way in the world?

Visitor arrivals

• The tourism recovery has been incomplete, with arrivals from China particularly low.

• However, more recently, tourist numbers have lifted back to 95% of pre-COVID arrivals.



25

Direct hit manageable for NZ

• The US is New Zealand’s second-

largest goods export market, but 

accounts for only around 13%. 

Main exports: beef, dairy, wine.

• Indirect impacts via China and 

global growth more generally are 

likely to be more significant for the 

NZ economic outlook.

• In November, Trump suspended 

tariffs on many foods, including 

beef and kiwifruit.
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NZ’s exposure to China is high
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New Zealand’s commodity prices: meat and dairy diverging

Dairy and meat prices have done very well despite global 

ructions. 

The NZD didn’t lift with commodity prices. We are forecasting a 

milk price forecast of $9.65 this season.
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Livestock prices rising sharply

Source: NZX, AgriHQ, Wool Impact, ANZ Research
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US livestock production down

• US cattle population the lowest 

since 1951

• US cattle slaughter down 8.6% 

past two years

– Demand still strong

– Cow slaughter down 24%

• The US needs to import the type of 

beef New Zealand makes (lean 

bull and cow beef)

Source: USDA, ANZ Research
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Let the good times roll

• Dairy farmers having a very good year

• For Fonterra shareholders, dividends 

improved in recent years

– Plus $2 capital return if consumer 

business sale is approved

Source: Fonterra, DairyNZ, ANZ Research
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Weather with you

• Up 3.8% season-to-date

• Not just good weather

– Cow kill was down

– Repro stats were up

• Forecast for full season 1,984 

million kgMS (+2.3%)

• Milk components increasing year 

over year—underrated trend



32

We are not alone

FAO Food Price Index
• Uruguay +5.0% for 2025

– WMP exports up 14% YTD

• Argentina up 11.0% for 2025

– WMP exports up 11% YTD

• USA +1.7% YTD milk production

– But +3.7% milkfat YTD

• Europe +0.4% YTD

– Fat and protein +++

– Accelerating: +4.3% in 

September
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On-farm inflation

Source: Stats NZ, ANZ Research

• Inflation hit farming harder than 

consumers in 2022 (Ukraine War) 

• But prices are 30% higher for both 

groups since 2019. 

• Higher input prices are here to 

stay.

– Electricity, rates, fuel, fertiliser



3434

Energy

Natural gas prices are on a one-way ticket Wholesale electricity prices are at the whims of the weather gods

Source: PF Olsen, ANZ Research
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This document may be restricted by law in certain jurisdictions. Recipients must observe all relevant restrictions.

Disclaimer for all jurisdictions: This document is prepared by ANZ Bank New Zealand Limited (ANZ Centre, 23-29 Albert Street, Auckland 1010, New Zealand). This document is distributed in your country/region by Australia and New 

Zealand Banking Group Limited (ABN11 005 357 522)(ANZ), a company incorporated in Australia or (if otherwise stated), by its subsidiary or branch (herein collectively referred to as ANZ Group). The views expressed in it are those of ANZ 

Economics and Markets Research, an independent research team of ANZ Bank New Zealand Limited.
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predictive in character, subject to assumptions that may prove inaccurate or unknown risks and uncertainties, and should not be relied upon when making investment decisions. Past performance is not a reliable indicator of future performance. 

ANZ does not accept any responsibility to inform you of any revisions to these forward-looking statements to reflect events or circumstances occurring after the date of this document.

Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. Unless specifically stated otherwise: they are current on the date of this document and are subject to change 

without notice; and, all price information is indicative only. Any opinions expressed in this document are subject to change at any time without notice. 

This document may contain climate-related statements, such as climate-related risks and opportunities, goals and ambitions, scenarios and projections. Where present, such content is subject to significant uncertainty and risk, and may 

ultimately prove to be incorrect, inaccurate or incomplete.

ANZ Group does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in both profits and losses. Any products and services described in this document may not be suitable for all 
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ANZ Group expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense (Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or 

otherwise (including infringement of any third party rights) out of or in connection with this document and your use of it to the extent permissible under relevant law. The contents of this document have not been reviewed by any regulatory body 

or authority in any jurisdiction.
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Your ANZ Group point of contact can assist with any questions about this document including for further information on these disclosures of interest.

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here or request from your ANZ point of contact. 

Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered or sold in Brazil under this document, and no securities have been and will not be registered with the 
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