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@ Contact us

See page 4.

Forecast updates

Recent ANZ NZ Forecast
Updates can be found here.

e ANZ NZ Economic Outlook
- Finding our way

o Current account outlook

o Farmgate sheep & beef
prices

D Farmgate milk price

Our other recent publications
are on page 2.

What's the view?

e GDP 5% below pre-COVID
as we enter 2021.

. Unemployment peak: 10%.
o Inflation set to fall.
. Risks are to the downside.

e Odds of a negative OCR are
rising.

Our forecasts are on page 3.

Balance of risks

Risks remain skewed to the
downside.
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How has the view changed?

e Downside risks to our forecasts are manifesting with the detection of
community transmission of COVID-19 on our shores. It’s too soon to say
what the impact of this will be; uncertainty is immense. But data will be
volatile for longer and there will be clear output losses.

e The RBNZ expanded the LSAP programme (QE) to $100bn, exceeding our
top-of-market expectation of $90bn. They also expressed a preference for a
negative OCR and funding for lending programme as the next cabs off the
rank after the LSAP, with the odds of more being needed rapidly increasing.

e The RBNZ’s dovishness will weigh on the yield curve and NZD in coming
weeks, helping to support the economy through the uncertain time ahead.

Figure 1. Questions answered at the RBNZ MPS; all the answers were dovish

Similar medium-term GDP forecast but
with caution about what lies ahead.

How did the RBNZ weigh up the
outlook?

What did the RBNZ decide for size
and length of the QE programme?

An expansion to $100bn over 22 months,
more than anyone expected.

Yes! Expanded indemnity and a tactical

i ?
DI 2 Elziaaar, o G Giemgse approach to purchases. Great news!

What did they say about other
monetary policy tools?

They prefer a package of a negative OCR
and a bank funding for lending scheme.

Will they actually deploy these
tools?

If more stimulus is deemed necessary,
absolutely. Odds are rapidly increasing.

Source: ANZ Research

What happened this week?

ANZ Business Outlook Flash — August. Both confidence and own activity
deteriorated, adding to the evidence that the post-lockdown rebound may
have run its course.

ANZ Truckometer - July. Both the light and heavy traffic index lifted,
posting a slight overshoot after the lockdown plunge.

Electronic Card Transactions — July. Retail spending lifted 1.2% m/m,
holding above pre-crisis levels. We're keeping a close eye on our own internal
spending data, which is (was?) doing much the same.

Net Migration - June. Unsurprisingly, net migration remains at a low level.

RBNZ Monetary Policy Statement - August. In a word, dovish. The RBNZ
is doing the mahi for what might be needed after the LSAP.

Food Prices - July. Up 1.2%, with fruit and veg prices rising by more than is
typical for this time of year. Not a lot of signal here for broader inflation.

Rental Price Index - July. The stock measure rose 0.2% m/m despite
recent moderation in the flows (new tenancies), which would normally signal
pipeline weakness.

REINZ House Sales - July. A strong month, but pipeline headwinds remain.

BNZ-Business NZ Manufacturing PMI - July. The rebound continues.


https://bit.ly/ANZ-QEO-July2020
https://bit.ly/ANZ-QEO-July2020
https://bit.ly/ANZ-ForecastUpdate-CurrentAccount
https://push.bigtincan.com.au/downloads/dcd92bbe3937765c67c381173b91a03314b0fbaaa17be09cc35ad9048a78b092
https://push.bigtincan.com.au/downloads/dcd92bbe3937765c67c381173b91a03314b0fbaaa17be09cc35ad9048a78b092
https://push.bigtincan.com.au/downloads/508a54883b996399f7ec37c296581ac0e6ee71d6f9875b7e6b569369b8771190
https://push.bigtincan.com.au/downloads/508a54883b996399f7ec37c296581ac0e6ee71d6f9875b7e6b569369b8771190
https://bit.ly/ANZ-RBNZMPSReview-20200812
https://bit.ly/ANZ-NZ-Insight-NegativeOCR
https://bit.ly/ANZ-BOPrelim-20200810-TM
https://bit.ly/ANZ-Truckometer-20200811-BIBT
https://bit.ly/ANZ-RBNZMPSReview-20200812

Looking ahead

Recent
Publications
ANZ produces
a range of
in-depth
insights.

e ANZ NZ Agri Focus: All that
glitters is gold

e ANZ NZ Insight: A straight-
line recovery looks unlikely

e ANZ NZ Property Focus:
Turn of the tide

e ANZ NZ Insight: Exchange
rate a headwind

e ANZ NZ Insight: Negative
OCR - an introduction

e ANZ NZ Insight: Irrigation
opportunities

Click here for more.

Data calendar

Date

Mon 17 Aug
(10:30am)
Wed 18 Aug
(early am)

Wed 19 Aug
(10:45am)

Thu 20 Aug
(1:00pm)

Fri 21 Aug
(2:05pm)
Fri 21 Aug
(3:00pm)
Mon 24 Aug
(10:45am)

Wed 26 Aug
(10:45am)

Wed 26 Aug
(3:00pm)

Thu 27 Aug
(2:05pm)
Fri 28 Aug
(10:00am)
Mon 31 Aug
(1:00pm)
Mon 31 Aug
(3:00pm)
Tue 1 Sep
(10:45am)
Tue 1 Sep
(10:45am)
Wed 2 Sep
(early am)
Thu 3 Sep
(1:00pm)
Fri 4 Sep
(10:45am)
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Data/event
Performance
Service Index - Jul

GlobalDairyTrade
auction

PPI - Q2

Pre-election
Economic & Fiscal
Update

NZGB Bond Tender

Credit Card
Spending - Jul

Retail Sales - Q2

Merchandise Trade
- Jul

RBNZ New
Mortgage Lending
- Jul

NZGB Bond Tender

ANZ Consumer
Confidence - Jul
ANZ Business
Outlook - Aug F
RBNZ Sectoral
Lending - Jul
Terms of Trade -
Q2

Building Permits -
Jul
GlobalDairyTrade
auction

ANZ Commodity
Price Index- Aug
Building Work Put
in Place - Q2

What are we watching?

We will be watching health developments very closely. Cabinet is meeting this
afternoon to decide what will follow Auckland’s initial Alert level 3 status and
Level 2 for the rest of NZ. It’s too early to judge the impact of the renewed
lockdown. It all depends on COVID developments and how severe, long, and
widespread restrictions turn out to be - that's something we’ll just have to
play by ear. We will be waiting for more clarity before making adjustments to
our forecasts. But for reference, last time we were in Alert Level 3 the
economy could only operate at 20% below normal levels and in Level 4 at 35%
below normal levels. With Auckland comprising 38% of GDP, that is significant.

The key scheduled event next week is the Treasury’s Pre-election Economic
and Fiscal Update. The forecasts were finalised weeks ago, so will not capture
recent virus developments and the potential fiscal support that might follow.
The downside scenario may now be more relevant than the central. Given
downside virus risks are now materialising, we think NZ Debt Management will
keep bond issuance guidance unchanged from Budget. This included a healthy
cash buffer just in case the Government needed to swing into action with more
support. Note that if the election is delayed, the PREFU may also be.

Figure 2. Regional composition of GDP
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Source: Statistics NZ, ANZ Research

The week ahead

Performance Services Index — July (Monday 17 August, 10:30am).
Likely to follow the PMI as the rebound continued in July.

GlobalDairyTrade auction (Wednesday 18 August, early am). A further
1% easing in the GDT Price Index is anticipated as higher offer volumes and
cautious buying weighs on the market.

Pre-election Economic and Fiscal Update (Thursday 20 August,
1:00pm). Virus and lockdown developments will render the economic and
fiscal forecasts out of date before the ink is dry.

NZGB bond tender (Friday 21 August, 2.05pm). Next week’s tender
comprises of 2023s ($450m), 2029s ($350m) and 2033s ($150m) and is likely
to be well received given RBNZ messaging about lower and flatter curves.
Demand at this week’s tender was certainly strong. Note that the next tender
is being held on a Friday (rather than the usual Thursday) because of the
timing of the PREFU, as per past practice.


https://bit.ly/ANZ-AgriFocus-20200804
https://bit.ly/ANZ-AgriFocus-20200804
https://bit.ly/ANZ-Insight-Recovery-20200731
https://bit.ly/ANZ-Insight-Recovery-20200731
https://push.bigtincan.com.au/downloads/1acdd6f5629459b19009c39549cb2862f203b846fdcd8c533d1f41b602477939
https://push.bigtincan.com.au/downloads/1acdd6f5629459b19009c39549cb2862f203b846fdcd8c533d1f41b602477939
https://bit.ly/ANZ-NZInsight-Exchange-Rate-20200713
https://bit.ly/ANZ-NZInsight-Exchange-Rate-20200713
https://bit.ly/ANZ-NZ-Insight-NegativeOCR
https://bit.ly/ANZ-NZ-Insight-NegativeOCR
https://bit.ly/ANZ-IrrigationOpportunities-20200626
https://bit.ly/ANZ-IrrigationOpportunities-20200626
https://www.anz.co.nz/about-us/economic-markets-research/
https://push.bigtincan.com.au/downloads/edaa93585cba4f168a74a9e3522a7c0974e4265d32490d458adfc5cbd9158609
https://push.bigtincan.com.au/downloads/edaa93585cba4f168a74a9e3522a7c0974e4265d32490d458adfc5cbd9158609

@@ Markets and forecasts

Markets outlook

US bond yields have rebounded in the wake of improved labour market and inflation data, and as hopes '
grow that agreement on a fiscal package can be reached. While the higher and steeper US Treasury

bond yield curve has weighed on global bond markets, the impact of those developments has been . ©
more than offset locally by the RBNZ's extremely dovish policy stance, which has driven the NZGB ~

curve lower and flatter. The $40bn lift in the LSAP to $100bn was in itself a strong signal, as was —

the extension of the programme till June 2022. Both beat even our upper-end expectations (of a ﬂ
move to $90bn over 18 months), but arguably, the RBNZ’s adoption of a more tactical approach to

bond purchases (which affords more flexibility and the ability to front-load purchases) is even more important, as
it should put even more downward pressure on the level and slope of the yield curve, as will the threat of a lower
OCR in 2021. Yields have come a long way as we expected they would, but from here we still expect NZGB yields
to continue grinding lower and flatter, and or spreads to other geographies to remain tight, which will in turn help
keep a lid on the NZD. A few weeks ago, the NZGB curve sat in between the higher Australian yield curve and the
lower US yield curve, but it’s now lower than both, removing a key pillar of support for the NzZD.

Actual Forecast (end month)
FX rates Jun-20 Jul-20 Today Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21
NzD/USD 0.641 0.663 0.654 0.65 0.65 0.65 0.65 0.65 0.65
NzZD/AUD 0.935 0.928 0.916 0.93 0.93 0.93 0.93 0.93 0.93
NZD/EUR 0.571 0.563 0.554 0.55 0.54 0.54 0.55 0.55 0.57
NzD/JPY 69.0 70.1 70.0 69.6 69.6 69.6 69.6 69.6 69.6
NzD/GBP 0.522 0.507 0.501 0.50 0.50 0.49 0.49 0.48 0.47
NZ$ TWI 71.4 72.5 71.2 71.3 70.9 71.1 71.4 71.3 71.7
Interest rates/QE Jun-20 Jul-20 Today Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21
NZ OCR 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
LSAP ($bn) 60 60 100 100 100 100 100 100 100
NZ 90 day bill 0.30 0.30 0.29 0.28 0.27 0.27 0.27 0.27 0.27
NZ 10-yr bond 0.93 0.74 0.68 0.65 0.50 0.60 0.65 0.75 0.75

Economic forecasts
Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22

GDP (% qoq) -1.6 -19.0 17.5 -0.5 2.0 1.0 1.0 1.0 1.0
GDP (% yoy) -0.2 -19.3 -5.9 -6.8 -3.4 20.4 3.5 5.1 4.1
CPI (% qoq) 0.8 -0.5 0.5 0.1 0.4 0.2 0.1 -0.1 0.4
CPI (% yoy) 2.5 1.5 1.3 0.9 0.5 1.1 0.8 0.6 0.6
Employment (% qoq) 0.7 -0.4 -1.2 -2.0 -1.0 0.7 0.9 1.0 1.0
Employment (% yoy) 1.6 1.2 -0.5 -2.6 -4.5 -3.5 -1.4 1.6 3.6
Unemployment Rate (% sa) 4.2 4.0 6.5 8.5 9.8 9.6 9.2 8.5 7.8
Figures in bold are forecasts. mom: Month-on-Month; qoq: Quarter-on-Quarter; yoy: Year-on-Year
Figure 3. GDP forecast and high-impact scenarios Figure 4. Inflation
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Source: Statistics NZ, ANZ Research Source: Statistics NZ, ANZ Research

Meet the team

We welcome your questions and feedback. Click here for more information about our team.
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@sharon_zollner

Telephone: +64 27 664 3554
Email: sharon.zollner@anz.com

David Croy
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Market developments, interest
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monetary policy, liaison with
market participants.

Telephone: +64 4 576 1022
Email: david.croy@anz.com
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Business Outlook), data capability
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Email: kyle.uerata@anz.com
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Follow ANZ Research
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Important notice

This document is intended for ANZ's Institutional, Markets and Private Banking clients. It should not be forwarded, copied or
distributed. The information in this document is general in nature, and does not constitute personal financial product advice
or take into account your objectives, financial situation or needs.

This document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and
observe all relevant restrictions.

Disclaimer for all jurisdictions: This document is prepared and distributed in your country/region by either: Australia and New Zealand
Banking Group Limited (ABN11 005 357 522) (ANZ); or its relevant subsidiary or branch (each, an Affiliate), as appropriate or as set out
below.

This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (recipients).

This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by ANZ
to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.

Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or
regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and
services mentioned in this document may not be available in all countries.

ANZ in no way provides any financial, legal, taxation or investment advice to you in connection with any product or service discussed in this
document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice
having regard to their particular circumstances.

Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ does
not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform you of
any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document.

Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. Unless
specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all price
information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.

ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in both
profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in this
document may not be suitable for all investors, and transacting in these products or services may be considered risky.

ANZ expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with
this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by any
regulatory body or authority in any jurisdiction.

ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in the
products or services described in this document, and their staff and introducers of business may share in such fees or remuneration that
may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further, they
or their customers may have or have had interests or long or short positions in the products or services described in this document, and
may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in such
products. This document is published in accordance with ANZ’s policies on conflicts of interest and ANZ maintains appropriate information
barriers to control the flow of information between businesses within it and its Affiliates.

Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of
interest.

Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking
Group Limited (ANZ).

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please or request
from your ANZ point of contact.

Brazil, Brunei, India, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by
ANZ on a cross-border basis.

European Economic Area (EEA): United Kingdom. ANZ is authorised in the United Kingdom by the Prudential Regulation Authority
(PRA) and is subject to regulation by the Financial Conduct Authority (FCA) and limited regulation by the PRA. Details about the extent
of our regulation by the PRA are available from us on request. This document is distributed in the United Kingdom by Australia and New
Zealand Banking Group Limited ANZ solely for the information of persons who would come within the FCA definition of “eligible
counterparty” or “professional client”. It is not intended for and must not be distributed to any person who would come within the FCA
definition of “retail client”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK
Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the Prudential Regulation Authority
(PRA) and the FCA. ANZ is authorised in the United Kingdom by the PRA and is subject to regulation by the FCA and limited regulation by
the PRA. Details about the extent of our regulation by the PRA are available from us on request.

Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice. Fiji
investors must seek licensed professional advice should they wish to make any investment in relation to this document.

Hong Kong. This publication is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities. The contents of this publication have not been reviewed by any regulatory authority in Hong Kong.

India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on it
your name and place of printing.

Myanmar. This publication is intended to be general and part of ANZ's customer service and marketing activities when implementing its
functions as a licensed bank. This publication is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).

New Zealand. This document is intended to be of a general nature, does not take into account your financial situation or goals, and is
not a personalised adviser service under the Financial Advisers Act 2008 (FAA).
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Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business or
provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman or Oman’s Capital Market
Authority. The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in
Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal
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by Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). ANZ does not solicit business in
Oman and the only circumstances in which ANZ sends information or material describing financial products or financial services to
recipients in Oman, is where such information or material has been requested from ANZ and the recipient understands, acknowledges
and agrees that this document has not been approved by the CBO, the CMA or any other regulatory body or authority in Oman. ANZ does
not market, offer, sell or distribute any financial or investment products or services in Oman and no subscription to any securities,
products or financial services may or will be consummated within Oman. Nothing contained in this document is intended to constitute
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People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China)
Company Limited (ANZ China). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on
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This document may not be distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance
with any applicable laws and regulations. If and when the material accompanying this document relates to the products and/or services of
ANZ China, the following statement and the text below is applicable: This document is distributed by ANZ China in the Mainland of the
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Qatar. This document has not been, and will not be:

e lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority, QFC
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