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Inflation’s improving, but it’s still
too high, and still too slow



: Inflation o

Still too much domestic price pressure

Annual inflation rate by component
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: Inflation :

The top 20 price rises since 2020 =% Change since Mar-20
Price change between Mar-20 and Mar-24, by CPI Class

Games, toys and hobbies
Appliance repair/hire
Rubbish and recycling
Veterinary services
Dental services

Petrol

Health insurance

Small tools/accessories
Domestic air transport
Hospital services
Vegetables

Fruit

Vehicle insurance
Dwelling insurance
Purchase of housing
Pets/pet-related products
Contents insurance
Domestic accomm services
Other fuels (eg Diesel)
International air transport
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: Inflation :

Transport costs a risk to activity =~ ====Total economy

Producer price input costs, annual % changes
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Hit harder, for longer



. Economic activity .

Pressure on economy persists during 2024 = Apr 24 forecast

GDP forecast comparison, year-end % changes Feb 24 torecast
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. Economic activity °

Slow but steady current account rebalancing
Private business investment (non-property), annual av. % change
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- Economic activity -

Business Confidence

Better confidence about the path ahead

ANZ Business Outlook, net % of firms, seas. ad,. e OWN Activity Outlook
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Households squeezed



. Spending ‘

Spending weakening
Monthly card spending, seasonally adjusted, $b —RTS core industries
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. Interest rates biting, for longer °

Household pressures hit spending activity — Apr 24 forecast

Private consumption, year-end % changes Feb 24 torecast
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° Per capita spending hit much worse .

Per-capita figures reveal squeeze on households

Private consumption spending volumes, year-end % changes
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Intense spending pull-back °

Interest rates hitting spending ® Dec-23

Marketview card spending, annual % changes, December quarters W Dec-22
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o Household pressure .

Bad mortgages on the rise

Share of mortgage lending by value, seasonally adjusted
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Housing activity subdued

and we're still expecting restraint



° Housing °

More people putting their properties on the market

Number of homes for sale on realestate.co.nz, seasonally adjusted
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° Housing °

House sales limited by shallow buyer pool

Monthly house sales, seasonally adjusted
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. Housing o

Little upside for house prices = Apr 24 forecast

Forecast comparison of house prices, annual % changes Feb 24 forecast
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Global challenges remain too



Fewer export options...
Annual running totals, exported plastics waste, millions (kgs, $)
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o Global factors o

.. and only worth 32c/kg

Unit value of exported plastics waste, $/kg
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: 2023

Global growth expectations capped at present 004
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o Global factors o

Export prices more subdued — et
. . . ary or
ANZ world commodity price index, inflation-adjusted  ———¢orestry
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New government

Same challenges



o Government finances o

Corporate tax down 12%pa in Mar-24 year

$b, corporate tax take, annual running totals
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— Spending more as a share of the economy —

Core Crown Expenses
BEFU 23

PREFU 23
29 year average

Core Crown Expenses

Core Crown expenses, % of GDP
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Changing waste situation



— Waste —

Waste volumes down 4%pa as economy slows m Diverted

Millions of tonnes, Class 1 waste volumes, annual running totals ® Not Diverted
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e Waste —

Shifting retail and waste trends

Annual waste, kgs per person
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., Waste T

Shifting retail and waste trends e—Waste

Annual waste, kgs per person (blue), retail trade volumes equiv. e Retail trade
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Shifting migration and
employment trends



° Migration °

Arrivals

Arrivals peak, but departures stay high

International migration flows, annual running totals
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o Labour market .

= A\|| Vacancies
— Skilled
Unskilled

Total job ads down 17% from pre-pandemic levels

Job ads index, seasonally adjusted, 2019 average = 100
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Labour market

An older waste workforce

Share of employment, 2018
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Offering flexibility where possible
Work and support options available, 2023

Mental health & wellbeing support

Physical health & wellbeing support

Redundancy/illness/injury (above required.

Parental leave (above required level)
Work from home
Part-time work

Flexible working hours
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o Labour market .

= Apr 24 forecast
Feb24 forecast
Oct 23 forecast

Unemployment still expected to reach 5%

Forecast comparison of unemployment rate, % of labour force
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Tougher for
longer in 2024



0 Interest rates .

Interest rates peak, but it's a slow road down

Mortgage rates, quarterly averages
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> Interest rates :
Feb-23
Aug-23
Feb-24

May-23
Nov-23
May-24

Sticking to the plan

OCR track, RBNZ forecasts, quarterly averages
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: Interest rates .

== RBNZ (May24) ) -Feb-24
Markets vs RBNZ Infometrics (Apr24)  =———19-Apr-24
OCR, market pricing by date ——— 17-May-24
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Brad Olsen - Principal Economist

Brad.Olsen@Infometrics.co.nz
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