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Preview of NZ Q4 GDP and current account.

	– We expect a 0.6% rise in GDP for the 
December quarter, as the New Zealand 
economy rebounded from a slowdown in the 
first half of last year. 

	– Conditions were mixed over the quarter, with 
softness in the primary sectors offset by 
growth in services. 

	– We expect the current account deficit to 
narrow to 3.0% of GDP. 

	– Next week’s data releases will no doubt be 
overshadowed by the rapidly developing 
impacts of the Covid-19 outbreak. However, 
they provide a useful snapshot of the strength 
of the economy heading into this shock.

Michael Gordon, Senior Economist  
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Sep-19 
actual

Dec-19 
Westpac 

f/c

Dec-19 
RBNZ f/c

GDP 

Quarterly % chg 0.7 0.6 0.4

Annual % chg 2.3 1.8 1.6

Annual average % chg 2.7 2.3 2.2

Balance of Payments

Current account balance $m, s.a. -2,681 -1,830 -2,260

Annual balance $m -10,280 -9,320 -9,760

Annual balance % of GDP -3.3 -3.0 -3.1

The quarterly national accounts are the most dated of the 
major economic data releases, and next week’s releases for 
the December quarter will no doubt be overshadowed by 
the evolving Covid-19 pandemic. Nevertheless, it’s useful to 
have a sense of the economy’s starting point as it headed into 
this shock. 

We expect a modest 0.6% rise in December quarter GDP. The 
pace of growth clearly slowed over the first half of 2019, but 
it regained some momentum in the second half. Supportive 
monetary and fiscal policy were already in place by then, 
and prior to the Covid-19 outbreak we were expecting an 
acceleration in growth this year. As it stands, we’re now 
expecting to see a substantial hit to activity in the near term, 
followed by a period of very strong growth as the outbreak 
passes and the economy returns to its previous trend. 

Our forecast for the December quarter is stronger than the 
0.4% increase that the Reserve Bank forecast in its February 
Monetary Policy Statement. However, those forecasts were 
based on a mild and short-lived impact from Covid-19, so any 
upside surprise on the economy’s starting point will be far 
outweighed by a downgrade to the outlook for 2020. 
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Q4 GDP: 19 March, 10:45am.

We expect a 0.6% rise in the production measure of GDP for 
the December quarter. That would see growth slow to 2.3% 
for the 2019 year, compared to 3.2% growth over 2018. 

The performance across the economy was mixed, with 
softness in the primary and good-producing sectors. 
Agriculture and food manufacturing were held back by a dip in 
milk production, and a pullback in meat processing relative to 
a very strong September quarter. Forestry volumes continued 
to be hit by the mid-2019 slump in log prices, and oil and gas 
extraction is likely to have been down. 

Against these, we expect to see gains across a range of 
services. Transport is expected to bounce back from a weak 
September quarter, finance and real estate services benefited 
from the upturn in house sales, and spending on public 
services continues to grow strongly. Retail sales saw a more 
modest 0.7% rise after a 2.4% jump in September. 

Q4 current account: 18 March, 10:45am.

We expect the annual current account deficit to narrow 
to 3.0% of GDP in December, compared to 3.3% in 
September. The expected narrowing of the deficit is due 
to an improvement in both the trade and investment 
income balances.

In seasonally adjusted terms, we expect the goods trade 
deficit to narrow to around $500m, compared to around 
$1.3bn in the September quarter. Export prices rose, and 
export volumes rebounded from a sharp drop in September. 
This appears to have largely been an issue with the timing 
of shipments, with inventories building up and then running 
down over the same period. The services trade balance 
improved slightly, with tourist spending down but other 
services exports up. 

We expect the investment income deficit to be slightly larger 
compared to the September quarter, but substantially 
smaller than it was a year earlier. In particular, the outflow of 
profits from overseas-owned firms has come off its highs in 
recent quarters. 
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Q4 GDP forecasts by sector

-4% -3% -2% -1% 0% 1% 2%

GDP
Mining

Forestry & fishing
Food manufacturing

Construction
Agriculture

Wholesale trade
Non-food manufacturing

Business services
Personal & other services
Retail & accommodation

Utilities
Communications

Finance & insurance
Public admin & safety

Transport

Source: Westpac

Annual current account balance
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Past performance is not a reliable indicator of future performance. The forecasts given in this document are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the 
forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The ultimate outcomes may differ substantially from these forecasts.
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