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NZ economic growth was strong through end-2004 
although a turning point has been reached

• Economic prospects are being 
curtailed on the supply side by 
capacity constraints. 

• Tighter monetary conditions are 
fostering a moderation in growth 
from the demand side. 

• Moderating growth is required to 
alleviate excess demand 
pressure within the economy. 

• There is enough momentum to 
push towards 2.5-3 percent in 
2005.  

• At the trough in the economic 
cycle (2006), a solid 2 percent 
growth outcome is still expected, 

Economic growth & activity outlook
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which is within one standard 
deviation of the trend rate. 

Sources: Stats NZ, ANZ National Bank, NZIER
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NZ inflationary pressures remain intense

Inflation & pricing intentions

• Inflation is rising and looks set to 
remain at or above the top of the 
1 to 3 percent policy band over 
the coming year. 

• A tight labour market is 
beginning to manifest itself into 
wage demands. 

• Across a broad range of pricing 
gauges, pricing pressure is 
broadening and more endemic 
than 1995 (when inflation 
reached 4%).

• These cost-push pressures will 
evenutally dissipate.  But not 
until economic momentum eases 
below 3 percent. 
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Resource pressures biting



P 3 of 7

RBNZ monetary policy will remain in a restrictive 
stance

• RBNZ’s June Monetary Policy 
Statement left OCR unchanged at 
6.75 percent but had a hawkish tone, 
with a further rate increase implicitly 
in the RBNZ’s interest rate forecasts. 

• However, we expect the current OCR 
level of 6.75 percent to be the peak 
in the interest rate cycle.  Regardless, 
monetary policy looks set to remain 
in a restrictive stance with the OCR at 
6.75 percent for some time.  

• Eventually, the combination of 
moderating growth and easing 
inflation pressure will allow monetary 
policy to shift back to a neutral 
setting (from mid 2006). 

Interest rates - restrictive
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Notwithstanding recent persistent NZ$ strength vs 
the A$ the kiwi is still expected to weaken

A$/NZ$
• The yield differential 

continues to support the NZ$ 
relative to the A$.

• Conversely strong commodity 
prices should be more 
favourable the A$.

• However, ultimately it is 
relative growth prospects 
that matter most.  

• Eventually we expect the 
out-performance of the 
Australian economy over 
2006 to foster a mean-
reverting trend. 
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Summary of forecasts – New Zealand (bank year)

Sources: ANZ National Bank forecasts

2005 2006 2007

Real GDP 2.9 2.1 2.7

Inflation 3.0 3.0 1.8

Unemployment 3.7 4.5 4.3

Cash rate 6.75 6.50 6.00

10 year bonds 6.3 6.7 6.6

$NZ/$US 0.675 0.565 0.573

System Credit 13.0 10.0 7.9

- Housing 13.9 9.3 8.6

- Business 14.3 11.3 6.9

- Other 10.7 8.3 7.6
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Summary

Sources: ANZ National Bank forecasts

• NZ economy continues to offer attractive, low risk growth.   

• NZ economy has performed strongly over last 6 years. 

• A short-term correction is forecast in 2006 resulting from current 
capacity constraint.

• Medium to long term outlook is positive with average real GDP 
growth of 3% forecast out to 2009. This equates to around 5.1% 
nominal GDP growth
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The material in this presentation is general background information about the Bank’s activities 
current at the date of the presentation.  It is information given in summary form and does not 
purport to be complete.  It is not intended to be relied upon as advice to investors or potential 

investors and does not take into account the investment objectives, financial situation or 
needs of any particular investor.  These should be considered, with or without professional 

advice when deciding if an investment is appropriate.

For further information visit

www.anz.com
or contact

Stephen Higgins
Head of Investor Relations

ph: (613) 9273 4185   fax: (613) 9273 4899   e-mail: higgins@anz.com 
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