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Global outlook, key export sectors
NZ economic growth overview

Inflation, interest rates and NZD
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CHINA GDP &
INDUSTRIAL PRODUCTION

Source: Bloonberg
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MILK PRICE AND DIVIDENDS
(per kg milksolid)

Source: Fonterra, ASB ASB Milk Price
Dividend

forecasts
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Expect $3.90/kg for the
season. Still contingent on
further USD price lifts over the
season.

Next season approx. S6/kg
NZD rate better

But contingent also on
firmer USD prices
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Tech e.g. Dreamliners &
internet innovation



- GOODS & SERVICES EXPORTS
$billons .
CHANGE, 2014 TO 2015 2015 compared to 2014:
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Total export values,

N S1.9bn (3%)
Tourism-related,

N S2.4bn (26%)

Meat (beef), I S900m (15%)
Dairy Fruit, N S500m (31%)
Education, 1 S300m (11%)

Tourism-related

Other Exports
combined

Source: StatsNZ
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WE , MY FRIEND
ARE A RARE BREED!/

¢AN PUT A HEALTHY DEPOSIT
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NET MIGRATION

Source:Stats NZ, ASB

Net migration at record highs.

Still falling permanent
departures as Australian job
opportunities muted.

Increased permanent arrivals,
returning NZer’s from
Australia and skill shortages
attracting foreign labour.

Students (Indian and Chinese).

Moderation expected, as Aust

vs. NZ prospects eventually
shift.
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Large initial impact from Govt

REGIONAL HOUSE PRICE FORECASTS and RBNZ investor restrictions.

300, (annual growth)

25% ASB f/c Auckland market moderating:

20% | Slower migration

15% - More construction

10% . .
Price resistance
5% +

Investor restrictions
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| sawoer v s Interest rates, easier LVR
Mar-06 Mar-08 Mar-10 Mar-12 Mar-14 Mar-16 restrictions, Auckland

spillover.
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CONSUMPTION & REAL
ac COMPENSATION OF EMPLOYEES

Consumption

Real compensation
of employ ees

Sep-90 Jul-95 May-00 Mar-05 Jan-10 Nov-14

apc

Consumer spending growth
supporting overall growth.

Low inflation relative to wages
boosting disposable income.

Strong population growth
adds to momentum still in
near term.

Dairy income constraint over
the next year in provinces.
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(seaonally adjusted)

Employ ment
intentions
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Source: ANZ
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BUSINESS CONFIDENCE &
GDP GROWTH

ANZ Own activity

GDP growth (2 quarter
mov ing av erage, rhs)
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NZ GDP GROWTH

Source: Stats NZ, ASB

Annual av erage %
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Growth slowed in 2015.
Weaker dairy incomes and
production and flattening in
construction.

Population and income
growth to remain key supports
of NZ economy.

Beyond dairy, export outlook
IS promising.

Low interest rates and lower
NZD will support recovery in
growth over 2016.
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MY GALLOFING DAYS
ARE BEHIND ME
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” NZ CPI INFLATION

Source: Stats NZ, ASB Annual %

quarterly change
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OCR FORECASTS

% (ASB vs pricing of overnight index swaps) %
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RBNZ has continued to cut
the OCR into 2016.

2% OCR likely in 2016, can’t
rule out sub-2% rate.

Next cut expected in June,
but April also has a high
chance.

Nick’'s post-GFC monetary

policy Golden Rule: it is

easier to unwittingly set the
OCR too high than too low.
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Trading partner growth OK — but China a key uncertainty.
NZ economy set to record 2+% to 3% growth over next 2 years.
Tourism demand set to continue growing strongly.

Domestic demand will be supported by migration flows,

Auckland construction, low interest rates & NZD, real wage
growth.

Key risks: sharper growth impact from dairy; China weakness.

Inflation pressures are low, and we expect the RBNZ to cut the
OCR to 2% by mid-2016.



