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Meek rebound
GDP rose 0.4% in Q2

•	 GDP rose by 0.4% in the June quarter, again falling 
short of market forecasts.

•	 As expected, agriculture, mining and electricity 
rebounded from their March quarter weakness.

•	 Nevertheless, growth remained sluggish over the 
first half of this year.

•	 Further interest rate cuts by the Reserve Bank are 
likely, although whether the next move comes as 
soon as October is uncertain.

The New Zealand economy grew by just 0.4% in the June 
quarter, less than the 0.6% that was predicted by the market, 
the Treasury and the Reserve Bank (and even further from the 
0.7% rise that we expected). The annual growth rate slowed to 
2.4%, compared to a 3.5% pace at the end of last year.

It’s hard to give a satisfactory answer as to why growth fell 
short of expectations. There was no particular sector that 
accounted for the miss or that seemed to be dragged down by 
one-off factors. In fact, in some respects this was meant to be 
a ‘rebound’ quarter, following the surprisingly weak 0.2% rise 
in March quarter GDP. This second soft outturn shows that the 
underlying trend was genuinely sluggish over the first half of 
this year.

Today’s report leaves us confident that the Reserve Bank will 
need to cut the OCR further, and by more than it is currently 
projecting. However, the timing of the next move is still up in 
the air. Weak GDP growth leans in favour of an October OCR 
cut, but more recent activity data has been stronger and dairy 
export prices have bounced from their lows, which would 
favour a pause in October. Tomorrow’s interest rate decision 
by the US Federal Reserve (more precisely, its impact on the 
New Zealand dollar) could prove to be the deciding factor.

Details
As we expected, the biggest gains in the June quarter were 
in those sectors that had been temporarily depressed in the 
March quarter. Agriculture and food manufacturing rebounded 
from the dry summer, led by a 10% rise in milk production 
in seasonally adjusted terms. Oil extraction jumped after a 
temporary shutdown for new drilling, although the overall rise 
in the mining sector was smaller than we expected due to 
declining coal production. And electricity generation benefited 
from fuller hydro lakes.

Key results

Actual Previous Q2 forecasts

Q2 Q1 Westpac Market

GDP q/q 0.4 0.2 0.7 0.6

GDP ann % chg 2.4 2.6 2.6 2.5

GDP ann avg % chg 3.0 3.2 3.0 -
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We were also pleased to see strong growth in 
telecommunications – perhaps belatedly reflecting the surge in 
the use of streaming services that was reported in the March 
quarter but failed to make an impact on the GDP figures.

The construction sector continued to provide moderate 
support to growth, although the 0.8% rise was less than we 
expected due to a fall in infrastructure work. Professional, 
scientific and technical services recorded solid growth, as did 
finance and real estate as the housing market gathered steam.

On the negative side, there were declines in wholesale trade, 
most non-food manufacturing industries, and a sharp 1.8% 
drop in transport and warehousing (though that followed 
a 2.4% jump in the previous quarter). Accommodation and 
hospitality fell by 1.6% despite the continued strong growth in 
tourist spending.

The expenditure measure of GDP was even softer than the 
production measure, rising just 0.2% in the June quarter on top 
of a 0.3% rise in March. On a positive note, investment in plant 
and machinery rebounded from its 10% plunge last quarter, 
and household consumption was stronger than we expected, 
led by a 0.9% lift in services. A weak international trade 
position (exports down 1.1%, imports up 2.3% by volume) was 
the main drag on this GDP measure.

Michael Gordon 
Senior Economist

Production-based GDP growth
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If you are located in Australia, this material and access to this website is provided to 
you solely for your own use and in your own capacity as a wholesale client of Westpac 
Institutional Bank being a division of Westpac Banking Corporation ABN 33 007 457 
141 AFSL 233714 (‘Westpac’). If you are located outside of Australia, this material and 
access to this website is provided to you as outlined below.

This material and this website contain general commentary only and does not 
constitute investment advice. Certain types of transactions, including those involving 
futures, options and high yield securities give rise to substantial risk and are not 
suitable for all investors. We recommend that you seek your own independent legal 
or financial advice before proceeding with any investment decision. This information 
has been prepared without taking account of your objectives, financial situation or 
needs. This material and this website may contain material provided by third parties. 
While such material is published with the necessary permission none of Westpac or 
its related entities accepts any responsibility for the accuracy or completeness of any 
such material. Although we have made every effort to ensure the information is free 
from error, none of Westpac or its related entities warrants the accuracy, adequacy or 
completeness of the information, or otherwise endorses it in any way. Except where 
contrary to law, Westpac and its related entities intend by this notice to exclude liability 
for the information. The information is subject to change without notice and none of 
Westpac or its related entities is under any obligation to update the information or 
correct any inaccuracy which may become apparent at a later date. The information 
contained in this material and this website does not constitute an offer, a solicitation of 
an offer, or an inducement to subscribe for, purchase or sell any financial instrument or 
to enter a legally binding contract. Past performance is not a reliable indicator of future 
performance. The forecasts given in this material and this website are predictive in 
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assumptions or by known or unknown risks and uncertainties. The ultimate outcomes 
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Transactions involving carbon give rise to substantial risk (including regulatory 
risk) and are not suitable for all investors. We recommend that you seek your own 
independent legal or financial advice before proceeding with any investment decision. 
This information has been prepared without taking account of your objectives, 
financial situation or needs. Statements setting out a concise description of the 
characteristics of carbon units, Australian carbon credit units and eligible international 
emissions units (respectively) are available at www.cleanenergyregulator.gov.au as 
mentioned in section 202 of the Clean Energy Act 2011, section 162 of the Carbon 
Credits (Carbon Farming Initiative) Act 2011 and section 61 of the Australian National 
Registry of Emissions Units Act 2011. You should consider each such statement in 
deciding whether to acquire, or to continue to hold, any carbon unit, Australian carbon 
credit unit or eligible international emissions unit.

Additional information if you are located outside of Australia

New Zealand: The current disclosure statement for the New Zealand division of 
Westpac Banking Corporation ABN 33 007 457 141 or Westpac New Zealand Limited 
can be obtained at the internet address www.westpac.co.nz. Westpac Institutional 
Bank products and services are provided by either Westpac Banking Corporation 
ABN 33 007 457 141 incorporated in Australia (New Zealand division) or Westpac 
New Zealand Limited. For further information please refer to the Product Disclosure 
Statement (available from your Relationship Manager) for any product for which 
a Product Disclosure Statement is required, or applicable customer agreement. 
Download the Westpac NZ QFE Group Financial Advisers Act 2008 Disclosure 
Statement at www.westpac.co.nz.

China, Hong Kong, Singapore and India: Westpac Singapore Branch holds a 
wholesale banking licence and is subject to supervision by the Monetary Authority 
of Singapore. Westpac Hong Kong Branch holds a banking license and is subject to 
supervision by the Hong Kong Monetary Authority. Westpac Hong Kong branch also 
holds a license issued by the Hong Kong Securities and Futures Commission (SFC) 
for Type 1 and Type 4 regulated activity.
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