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Economic overview

New Zealand is nailing it when it comes to getting COVID-19 on the run - touch
wood. That’s certainly going to be a factor supporting the economic recovery. So
too - at least in the near term - will be a faster phasing through Alert levels than
we have previously assumed. However, despite these positive developments the
medium term outlook remains grim. We think the nature of this shock will weigh
particularly heavily on the labour market - and therefore households. Some of the
hardest-hit sectors are very labour intensive, and there isn’t an obvious
outperformer lying in wait to pick up the slack. A second wave of lay-offs is likely
once the wage subsidy expires. However, fiscal policy was never going to be able
to save every job. Now, policy needs to focus on the recovery. On that front,
there’s certainly more the Government could be doing, but there are no easy
choices here. Trade-offs are significant. But without further action, risks to the
employment outlook will remain skewed to the downside.

FX/rates overview

Markets have been in the grip of a strong “re-open and rebound” thematic over the
last two weeks, which has taken yields and the NZD significantly higher. This mood
is likely to persist for some weeks to come, with near-term data likely by definition
to be more upbeat as economies re-open, and as the vibe locally improves as we
transition to Level 1. Although we did underestimate how captivated the market
would be by better news (we always expected a rebound) it is in many ways
understandable given the degree of uncertainty. For many market participants this
has translated into nimbler positioning and shorter-term views, making markets
more reactive to data. We do expect the mood to change in the second half as the
realities of slower growth and elevated unemployment hit home, driving a
retracement, but for now markets are going with the positive news flow, which has
been helped by central bank liquidity.

Chart of the week

Some of the hardest-hit industries in this crisis are also very labour intensive. That
doesn’t bode well for the outlook.

Labour intensity by industry
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|] Economic overview

Summary

New Zealand is nailing it when it comes to getting COVID-19 on the run - touch wood.
That’s certainly going to be a factor supporting the economic recovery. So too - at least
in the near term - will be a faster phasing through Alert levels than we have previously
assumed. However, despite these positive developments the medium term outlook
remains grim. We think the nature of this shock will weigh particularly heavily on the
labour market — and therefore households. Some of the hardest-hit sectors are very
labour intensive, and there isn’t an obvious outperformer lying in wait to pick up the
slack. A second wave of lay-offs is likely once the wage subsidy expires. However, fiscal
policy was never going to be able to save every job. Now, policy needs to focus on the
recovery. On that front, there’s certainly more the Government could be doing, but
there are no easy choices here. Trade-offs are significant. But without further action,
risks to the employment outlook will remain skewed to the downside.

Forthcoming data
ANZ Truckometer — May (Tuesday 9 June, 10:00am).

ANZ Business Outlook Flash - June (Tuesday 9 June, 1:00pm).

Economic Survey of Manufacturing — Q1 (Wednesday 10 June, 10:45am).
Supply disruption and lockdown is expected to weigh on ex-food manufacturing, but
nothing like what'’s on the cards for Q2.

Electronic Card Transactions — May (Thursday 11 June, 10:45am). Transactions
fell off a cliff under lockdown; the rebound is likely to be partial.

Performance of Manufacturing Index — May (Friday 12 June, 10:30am). The PMI
plummeted in April. May is expected to post a partial rebound, but remain in
contractionary territory.

Food Price Index — May (Friday 12 June, 10:45am). There’s less signal in these
data at present with measurement difficulties being worked through. The May release
will at least bring back the measurement of restaurant meals, but the dust may take a
little longer to settle.

Rental Price Index — May (Friday 12 June, 10:45am). We think weakness in rental
price inflation is overdue in these data. May must surely be the month. Rent freezes,
weaker incomes, and higher inventories - it’s all pointing in the same direction.

Performance Services Index — May (Monday 15 June, 10:30am). The PSI fell off a
cliff in April. May is expected to post a partial rebound, but remain in contractionary
territory.

Net migration - April (Monday 15 June, 10:45am). The typical volatility in these data
should be no match for border closures. Expect a very weak print.

REINZ housing market data - May (Monday 15 June). May is when pent-up
demand and a post-lockdown bounce met weakening fundamentals. We expect the
latter to dominate in the longer run.

What's the view?

Despite some positive developments recently, such as phasing through the Alert Levels

faster than anyone previously assumed likely, the toll on the labour market and
The labour households from this crisis will be severe. The Government is focusing its efforts on
creating and maintaining jobs — and the outlook would be much worse without that -
but the blow to the labour market is still going to be large, and larger than many
expect. This week we take a closer look at the outlook for the labour market and
discuss why we think risks remain skewed to the downside of our relatively pessimistic
forecast (figure 1), despite the rebound starting a little sooner.

market outlook
is key, and not
looking good.
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Figure 1. Unemployment
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Figure 2. HLFS employment
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This crisis is different; the initial blow was immediate

This has all
happened much
faster than in a
normal
recession

This crisis is different to any we have faced in modern times. That means uncertainty
around the outlook is extreme. It also means that economic forecasting requires
significant judgement. We think that’s particularly true for the labour market.

Unlike previous crises where some kind of market failure or other catalyst flows through
to activity gradually (like a train wreck in slow motion), this health crisis saw an

extremely abrupt shock to both the supply and demand sides of economies as lockdown
measures were put in place to contain the virus.

The usual tier
one labour
market data
won't tell the
story for a
while yet...

Figure 3. ANZ Business Outlook hiring
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... but we all
know it’s
coming.

That abrupt disruption means the impact on the economy and the labour market will be
anything but “usual”. However, given data lags and measurement issues, it will be
some time before our usual tier one statistics show what’s going on under the hood. Q2
labour market statistics will be published in August, but the timelier indicators (figure 3
and 4) are already showing that this crisis is particularly bad, and the news stories
about redundancies have been unrelenting.

Figure 4. Unemployment benefits
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The crisis is big, but the timing of labour market impacts is complicated

This recession is going to be like nothing we’ve seen before, and it’s only just getting
started. The RBNZ estimates 2020 will see the biggest drop in GDP in at least 160 years

(figure 5). The direct disruption effects of the lockdown will wash through the data
relatively quickly. But the impact on firms’ balance sheets is only just starting to be
evident, and the loss of international tourism and the international student market is a

gaping wound in the economy.
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Even looking
through the
near-term
lockdown
disruption, the
GDP shock is
huge.

The timing of
the labour
market

dynamics won't

be typical, but
are very hard
to pick.

Beyond the
near-term
bounce, a
weaker trend
will become
evident.

Economic overview

Figure 5. Long-term GDP
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The typical lagged relationship between slowing economic activity and employment (3-6
months) will be different this time.

On the one hand, the labour market impact has been more immediate; job losses and
reductions in hours have already been seen alongside the drop in activity due to
lockdown. The suddenness of the stop will act to pull the rise in unemployment forward
compared to a normal recession.

Conversely, the wage subsidy scheme is enormous, and has been extended. The
scheme will undoubtedly have saved many jobs, but there will no doubt be some firms
who can just hold on as long as it’s in place, but no longer. We therefore see a round of
deferred job losses when the first set of firms roll off the scheme in late June (with the
qualifying bar being raised from a 30% drop in revenue to 40% from that point), and
again when the extension rolls off eight weeks later.

These dynamics mean the peak may be a little later than it would otherwise have been.
That said, labour costs are far from the only factor for firms experiencing sharply lower
revenue, and some in the worst-affected sectors will be forced into insolvency before
the scheme runs out.

But this is only the beginning. As lockdown measures ease, we expect pent-up demand
(and ‘involuntary’ lockdown savings) will support an initial bounce in activity and shore
up cash-flow for a time. Indeed, that appears to be occurring right now. But before too
long we also expect a weaker demand and employment trend will become evident.
Despite the very welcome fact that New Zealand is progressing through the Alert Levels
faster than we had previously assumed, the medium term outlook remains gloomy. We
have noted previously, that as we phase through the Alert Levels the impact on
economic activity will become less about what can happen (ie supply disruption) and
more about what will happen (ie a weaker demand pulse). International tourism has
been excised from the economy - that in itself is one heck of a demand shock. And the
usual feedback loops between employment, spending and the housing market will
increasingly make themselves felt.

At this stage, we expect unemployment will peak at 11% in Q3, before gradually
improving. However, the timing is uncertain in the short term, volatility is expected and
measurement issues are likely to create some noise.

Labour-intensive industries to be hit hard

We think this crisis will be particularly hard on the labour market because some of the
most severely impacted industries are very labour intensive.

ANZ New Zealand Weekly Focus | 8 June 2020



|] Economic overview

The hit to GDP In our previous Weekly, we discussed the importance of the tourism sector to the New
is unfortunately Zealand economy. This sector is going to face challenges for a long time, and also
concentrated in punches above its weight in terms of the number of employed persons it supports.
people-centric Finding replacement work for these displaced workers in an economic environment
industries... that’s already struggling will be significantly challenging.

Figure 6 shows reliance on workers by industry (using a different cut of the GDP and
labour market data than we used in our previous Tourism Weekly). Top of the list is
accommodation and food services. While this industry accounted for just 2.1% of GDP
in 2019, it accounted for 7.1% of filled jobs and 5.8% of employed persons. That
means a shock to this industry’s GDP could be amplified by around 3 times when it
comes to employment.

Figure 6. Labour intensity by industry1
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Education and training is expected to receive a $1.6bn boost from the Trades and
Apprenticeships Training Package announced in Budget 2020. This, alongside fewer
employment opportunities (which will see more people take up tertiary education than
...such as otherwise), should provide a partial offset to weak international student numbers.
education, However, we still think this industry will struggle unless a safe way is found to reopen
our borders to international students.

Arts, recreation and other services will also be impacted by lower visitor arrivals,
and it's also at the discretionary end of the spectrum when it comes to household
expenditure. This is certainly an industry where the slowdown will have a material

recreation, .
impact on employment.

Retail was already struggling before this crisis hit, being highly exposed to the
minimum wage and facing heightened competition from online channels. This industry
also has a relatively high labour dependence, has been particularly hard hit by

retail, lockdown measures, and will see a pull-back in discretionary spending once the pent-up
demand induced bounce washes out. However, relative to history, this industry is a lot
less labour intensive than it used to be, with online channels competing with bricks and
mortar and self-checkouts becoming more mainstream - in fact, this industry is NZ's
star performer when it comes to labour productivity (see figure 9 on page 8).

Construction activity also has a relatively high labour intensity, and one that’s been

highly dependent on migrant workers in recent years. While there is some scope for
and New Zealand workers to fill the gap left by fewer migrants, training will be required and
construction. that takes time. Further, despite the Government’s plans to boost residential

! Weights are calculated as a share of their sum opposed total GDP and employed persons. This captures approximately 90% of GDP
and 99% of employed persons. Unallocated GDP accounts for the majority of the mismatch.
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construction and infrastructure spending, weak private sector investment will remain a
significant drag. We see fiscal support in this space as partially absorbing the blow to
the construction industry, but not transforming it into a stronger industry than it was

The pub/{c before the crisis.
sector will
provide an However, there are a couple of labour-intensive industries that should weather this
offset. crisis relatively well: Health care and social assistance, and public administration and
safety. These industries may be able to absorb displaced workers from elsewhere to
some extent, but like construction, this will require retraining in many cases. So it’s not
going to happen overnight.
At the lower end of the labour intensity spectrum, mining, electricity, and
manufacturing (particularly food manufacturing) are likely to be less impacted by closed
international borders and weak household discretionary spending. And even if they are
significantly affected, their respective second-round impacts (through job layoffs)
should be relatively small.
Risks to employment are skewed to the downside
Jobs tend to Beyond the short term, we see risks to the employment outlook as skewed to the
return relatively downside. Following the GFC, it took three years for employment to return to pre-crisis
slowly due to levels. And that was barely a bump in the road compared to this crisis (figure 7). Our
employers current forecasts have employment back at pre-crisis levels a little after two years. The
being cautious. Reserve Bank a little longer, the Treasury a little shorter. But given the size of the

economic contraction that’s underway and the labour-intensity of the most severely
impacted industries, it's clear that the medium-term employment outlook faces some
significant downside risks. The efficacy of fiscal and monetary policy will have a lot to
say about how the outlook evolves, but the risk that policy makers provide too much
stimulus appears minuscule to us.

Figure 7. Production GDP outlook
75 1
70 A
65
60
55
50
45
40
35
30
25 A
20 A
5+ T
88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

— Production GDP

Real $bn

Source: Haver, Macrobond, Statistics NZ, ANZ Research

Government initiatives will help, but hard choices are needed

The fiscal policy response to this crisis has been, appropriately, unprecedented in its
size. Monetary policy, which was low on ammo to start with, has also been working
hard. Macro-policy will only be able to partially offset the impacts of this crisis, but that
doesn’t mean more isn’t needed.

We think there’s more the Government could be doing to support the recovery, jobs
growth and household incomes. But unlike getting out the Government’s cheque book,
some tougher decisions need to be made, and not all of the options that will boost
employment are politically palatable. But given the magnitude of this crisis, and the
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Hard choices
loom.

Minimum wage
rises don't just
cost employers.

There are other
ways of
boosting
incomes.

Firms may
require an
extra prod to
hire.

Looking after
workers is
extremely
important, but
so is adding to
their numbers.

nasty social outcomes (in areas such as poverty, mental health, general health,
domestic violence and other crimes) that can be expected to accompany it, we think
everything should be put on the table.

Initiatives to improve labour market flexibility would be helpful

A flexible approach to labour market regulation could yield net benefits great enough to
at least warrant the discussion. Minimum wage rises have been a substantial cost to
firms, and at the current juncture will likely be a significant drag on household incomes,
as the loss owing to higher-than-otherwise unemployment will be greater than the gain
to those earning at the minimum level.

The Ministry of Business Innovation and Employment estimate that the recent minimum
wage rise came at the cost of around 6500 jobs. That number is likely much higher now
that the economy is in the midst of an extreme crisis — and particularly in sectors such
as retail, tourism and hospitality that are heavily exposed to the minimum wage and
particularly impacted by this crisis. Relative to our OECD peers, New Zealand’s
minimum wage rate relative to the median wage is at the higher end of the spectrum
(figure 8). All else equal, this will slow the pace of job creation.

Figure 8. Minimum relative to median wages of full-time workers
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The Government has other levers it can pull (taxes and transfer payments) to maintain
or boost incomes at the lower end of the spectrum, while simultaneously reducing the
minimum wage burden on firms. This would certainly help keep more people connected
to the labour market than otherwise.

A flexible approach to labour market regulation could go a lot further than adjusting the
policy-induced labour cost floor. Incentivising firms to hire during the recovery phase
should also be considered. Firms are going to face immense uncertainty around the
outlook as we transition through the recovery. And that means they will be reluctant to
hire. Temporarily compensating businesses when they take on unemployed workers (a
different approach to wage subsidies) as they learn the ropes could help mitigate this.
It’s also likely that employers will be looking for more flexibility when it comes to
setting hours, enabling businesses to adjust their labour costs to demand for their
goods and services. Reduced hours are already occurring, but some employment
contracts make that difficult, meaning more people than otherwise are getting laid off.

Protecting worker rights, compensation rates, and job and income security are all
extremely important. But in times of crisis there is a huge trade off when it comes to
labour market regulatory settings: look after those who are lucky enough to maintain
employment through the crisis, or flex policy settings so fewer people lose their jobs
and more people are rehired during the recovery.
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Productivity
growth is the
key to
sustainably
higher real
wages.

Our
performance on
this front has
been decidedly
mixed.

Crises spur
innovation, but
firms may need
some extra
incentives to
take risk in this
environment.

There’s certainly no free lunch here, but a flexible approach could make a huge
difference. The problem is, it’s extremely political and “optimal” policy settings (through
a wellbeing lens) are difficult to gauge. But as things stand, rigidity in this space
remains, and this will make for a slower recovery than otherwise, weaker employment
for longer, and more persistent fiscal deficits.

We're not saying that the current policy prescription won't help cushion the blow - it
most certainly will - but there’s more that could be done, and the magnitude of this
crisis warrants that it be considered. Changes only need to be in place until the labour
market is back on its feet again.

Longer-run challenges will remain.

The New Zealand economy had its fair share of issues well before COVID-19 ravaged
the globe. Productivity has been lacklustre in recent years as migration-induced
population growth stepped up to become a key driver of economic expansion. In fact,
some of our largest industries haven't experienced any labour productivity at all over
the past 10 years. Others have moved backwards! Figure 9 shows how the number of
hours worked in a certain industry has changed relative to that industry’s output. A
negative number is a productivity success story, showing that fewer hours are required
per unit of output relative to 2010.

Retail has had the most success in this space thanks to its adoption of technology, but
according to our business survey data this hasn’t made the sector more profitable.
Rather it's been a case of adapt or die as bricks and mortar retailers face fierce
competition from online. And for the smaller players, things are particularly rough.
Some of the productivity-enhancing tech (such as self-checkout) is too costly for
smaller firms to adopt.

Figure 9. Change in hours worked to GDP ratio 2010 - 2019
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Policymakers need to consider how best to pivot away from the old migration-induced
driver of growth towards productivity — and that will require investment, innovation and
risk taking. Indeed, times of disruption such as we are now experiencing cause a lot of
pain but also spur innovation. The business community is well placed to understand
these challenges and take them on, but policy will need to offer more than stop-gap
support measures (such as the wage subsidy) to achieve it. The reinstatement of tax
depreciation on non-residential commercial and industrial buildings was a step in the
right direction, but this certainly won’t be a game changer - particularly given demand
for office space is likely to be lower in the post-COVID world now that working from
home has proven to be quite efficient for many businesses.
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Targeted productivity-focused policy today will mean higher than otherwise growth
tomorrow and an easier path through fiscal consolidation when the time comes to pay
the piper. This is also the key to higher incomes and wellbeing, but it's not easy.

The week ahead
The Alert Level One announcement later today will be a huge focus. But while we're

Bring on Level transitioning through alert levels faster than expected, underlying demand is expected
One. to remain soggy. There will be an initial bounce in activity, but it will be partial.

We'll also get the last of the Q1 GDP partials this week: Wholesale trade, and the
Q1 GDP is Economic Survey of Manufacturing. Our Q1 GDP Preview note will follow, but fair to
largely say, the bulk of this crisis won't be evident in these data until the Q2 figures are
irrelevant. released in mid-September. The May PMI (on Friday) and PSI (on Monday) should show

some rebound, but both are expected to remain firmly in contractionary territory. Our
May Truckometer indices are out Tuesday and will also offer an initial gauge of activity
coming out of lockdown.

On the inflation front, May food and rental prices are out the following Monday
(postponed from Friday). The latter is expected to weaken, but there will be some
residual noise in these data. Likewise, REINZ housing market data for May (out
Monday) could be a little noisy, as pent-up demand and a post-lockdown bounce meets
weakening fundamentals. It may take a few more months for these data to deteriorate
markedly.

Local data

Overseas Trade Indices — Q1. The terms of trade fell 0.7% q/q, with export prices
down 0.2% and import prices up 0.5%. Import prices were surprisingly strong given
how weak oil prices were in the quarter. Pipeline weakness on both sides is expected to
persist.

Building consents — April. Consents were down around 17% from the same time last
year. But this could be understating weakness in the construction sector - some
projects will be cancelled.

GlobalDairyTrade auction. The GDP price index lifted 0.1% as gains in whole milk
powder (WMP) offset losses in most of the other categories. Long may this resilience
live.

ANZ Commodity Price Index — May. The world price index fell 0.1% in May.
Commodity prices have held up extremely well so far given the global backdrop, but
prices are expected to ease in the months ahead. The NZD index fell 1.3% as the kiwi
dollar appreciated in the month.

Work Put in Place — Q1. Down 5.7% on the back of lockdown. More weakness is on
the cards.

What you may have missed

Please contact us if you would like to be added to the distribution list for any of these
publications. Otherwise click on the links below to view reports.

e ANZ Agri Focus - Difficult road ahead

e ANZ NZ Commaodity Price Index - Foot off the gas pedal

e ANZ NZ Roy Morgan Consumer Confidence - Still subdued
e NZ Insight - Where to now with Quantitative Easing?

e NZ Insight - The recession is just beginning

e ANZ NZ Business Outlook - One step at a time
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The ANZ heatmap

Variable View
-5.5% y/y
GDP for 2021 Q1

Unemployment 8.1% for
rate 2021 Q1
OCR at
Monetary 0.25% in
policy June 2021
0.1% y/y
CPI for 2021 Q1
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Comment

Highly uncertain and with a slow
recovery. Downside risks loom.
Our expectation for more QE
provides some modest upside.

The labour market is set to
deteriorate rapidly, with the
unemployment rate set to rise
significantly.

A 0.25% OCR is here for the rest
of the year. We see QE being
expanded and have pencilled in
$90bn by August for now.

Inflation is currently around where
it needs to be, but is set to slip
and remain weak as the slowdown
takes hold.

Risks around our view

Neutral
Negative “ Positive
Neutral
Down ‘ Up
(better) (worse)
Neutral
Down AUP
Neutral

Negative ‘A Positive
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FX / rates overview

Markets are in the
grip of a positive
“risk-on” vibe
which will likely
continue for a few
more weeks.

The magnitude of
the rebound in
markets has
surprised us - we
expected the data
to rebound.

Looking ahead,
we still have
reservations and
expect challenges.

Local specific
factors are at play
in the bond
market.

We have a new
bond coming ...

Summary

Markets have been in the grip of a strong “re-open and rebound” thematic over the last
two weeks, which has taken yields and the NZD significantly higher. This mood is likely
to persist for some weeks to come, with near-term data likely by definition to be more
upbeat as economies re-open, and as the vibe locally improves as we transition to
Level 1. Although we did underestimate how captivated the market would be by better
news (we always expected a rebound) it is in many ways understandable given the
degree of uncertainty. For many market participants this has translated into nimbler
positioning and shorter-term views, making markets more reactive to data. We do
expect the mood to change in the second half as the realities of slower growth and
elevated unemployment hit home, driving a retracement, but for now markets are
going with the positive news flow, which has been helped by central bank liquidity.

The mood in financial markets has changed dramatically over the past few weeks, with
the “re-open and rebound” thematic delivering a shot in the arm to risk appetite. These
moves have taken long-term interest rates, equities and risk currencies like the NZD
sharply higher over recent days, building on earlier gains made (particularly in equities)
on the back of the strong increase in liquidity provided by central banks across the
world via quantitative easing.

We did underestimate the market impact of recent moves, and that was largely
because we had been expecting a rebound in the data, and were of the view that some
recovery was priced in. We're also more focused on the recession that will follow the
disruption, rather than on the near-term (spectacular) noise related to the lockdown
period. However, some data such as US jobs has surprised on the upside, and markets
have been trading more on short-term rather than longer-term themes. This likely
reflects a combination of nimbler positioning by traders who have turned quickly from
bearish to bullish, and stop-loss covering of bearish bets by longer-term players.

Looking ahead we do expect more challenges ahead, but these may not become more
evident until well into Q3. In the meantime, there is likely to be a lot of (relatively)
positive news, which is likely to underscore recent moves and possibly propel them
further.

It's certainly difficult to envisage the mood changing this week following much better
data out of the US on Friday, with non-farm payrolls growing by +2.5m, rather than
shrinking by -7.5m as the street expected. Such wide-of-the-mark forecast errors do
demand a re-think of the outlook, but they are also a reminder of how murky the
picture is. It's worth noting that despite the improvement, US unemployment is still
high in level terms, at 13.3% (it had averaged 3.5% in the 6 months prior to March).
And while temporary lockdown layoffs are reversing, ‘real’ job losses are rising. So
while things may not be quite as bad as they could have been, they’re hardly rosy and
we find it difficult to reconcile asset prices and currencies recovering to pre-COVID-19
highs given the level shock to activity here and abroad.

Distilling all that down then, we have an outlook that is likely to be buoyant in the short
term (and to a degree that might defy belief) but that remains challenged over the
medium to long term. Markets often find these types of environments difficult -
essentially they have to decide whether this is a true turning point or just a correction.
We tend to think it’s more the latter, but acknowledge that the next few weeks will be
confusing. Ultimately we do see the NZD coming back and the yield curve retreating off
recent highs, but it likely to take longer and won't be an armchair ride.

Across the rates space, there are some New Zealand specific factors at play that also
point to rates remaining higher for a bit longer (in addition to the higher global yields).
The most obvious of these is the launch of the new NZGB 2024 bond, which is planned
for next week. NZDM has not confirmed the size of the deal, but it will need to be at
least $3bn if they are to be able to complete this year’'s $25bn funding target. Chances
are it will be larger with yields now well up off lows and the incentive NZDM has to pre-
fund as much as it can ahead of the next fiscal year’s gigantic $60bn funding task.
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FX / rates overview

... and the pace of
QE has slowed.

QE is still having
an impact on
liquidity though.

QE will continue
to supress yields
though, even if it
slows.

The NZD is having
a good run now
and that might
continue for a
time, but it will
run out of steam
eventually.

Yields are likely to remain elevated until this deal gets launched.

Another factor is the changing nature of the RBNZ's LSAP QE programme. It remains a
quantity-based programme, which implies by definition that buying will be ongoing. But
the pace of buying has changed (from $1.8bn per week during some weeks in April to
$1.35bn through most of May, to $1.075bn last week and this) and the market is
slowly adjusting to that. We would not be surprised to see the volume of bonds
purchased trend lower in due course (even if we see a temporary increase around the
time the 2024 bond is issued) now that financial conditions have eased.

It is certainly evident that the RBNZ is less responsive to the level of yields per se than
perhaps the market had expected. There had been a feeling in the market that the
RBNZ would be more interventionist if yields popped higher, but they have not been,
and the market has had to adjust to that realisation too. It's not a game-changer but it
does suggest that the RBNZ is willing to let markets interpret the news flow, with a
move higher in yields see as acceptable based on a better outlook (rather than as a
consequence of market dysfunction). That said, we think that market optimism about
the outlook is overdone, and that will become evident in time, either through weaker
data or from a reality check about the outlook from the RBNZ. The RBNZ will need to
stay the course with monetary stimulus, given the long and challenging road ahead to
meet its targets. We think this will see market pricing challenged in time, especially
with QE expected to be expanded, but the RBNZ appears less inclined to stand in the
way - at least for now.

It also suggests that the RBNZ is as focussed on the liquidity channel of QE. As QE
continues, each time bonds are purchased that adds liquidity to the banking system,
which has beneficial spill-over effects, including keeping credit spreads narrow.

All that said, QE will continue and that in itself will help keep the curve lower and flatter
than it otherwise would have been. As yields have risen we have seen the RBNZ shift
the composition of weekly purchases towards the long end, even as the overall amount
of buying has been adjusted down. So the RBNZ is still being responsive, even if the
market had hoped for more. Markets still expect more easing ahead, even if
expectations of negative rates have been pared back. These factors will limit how far
yields can rise and should ultimately help them go lower as the realities of slower
growth and higher unemployment become evident in Q3.

On that score, we have tweaked our interest rate forecasts. This is mostly technical -
we still expect yields to retreat from their current higher levels in time - but as the
benchmark 10-year NZGB has shifted from the 2029 bond to the 2031, we have
incorporated that into our forecasts.

In the FX space, we also expect an eventual downward correction for the NZD and
other risk currencies, but it is difficult to see that happening in the very near future
given the positivity of sentiment and the likely sheer volume of positive data that the
market has to “wade through” before realities bite later on down the track. It's always
difficult to have a down-then-up (or vice versa) view, and we're not trying to have a
foot in both camps, but the short-term drivers are more positive and we need to
acknowledge that, even though we continue to expect conditions to be more
challenging over the medium term. We expect a turning point will be reached soon, but
we are not there yet.
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Data calendar

Date Country Data/event Mkt. Last NZ time
8-Jun NZ Volume of All Buildings SA QoQ - Q1 -3.0% -0.8% 10:45
IN GDP SAQoQ -Q1F -0.5% -0.9% 11:50
IN GDP Annualized SA QoQ - Q1 F -2.1% -3.4% 11:50
IN GDP Nominal SA QoQ - Q1 F -0.4% -0.8% 11:50
IN GDP Deflator YoY - Q1 F 0.9% 0.9% 11:50
JN BoP Current Account Balance - Apr ¥377.2B ¥1971.0B 11:50
IN BoP Current Account Adjusted - Apr ¥331.6B ¥942.3B 11:50
IN Trade Balance BoP Basis - Apr -¥965.6B ¥103.1B 11:50
GE Industrial Production SA MoM - Apr -16.50% -9.20% 18:00
GE Industrial Production WDA YoY - Apr -24.80% -11.60% 18:00
EC Sentix Investor Confidence - Jun -22.0 -41.8 20:30
9-Jun NZ ANZ Truckometer Heavy MoM - May -- -45.0% 10:00
NZ ANZ Business Confidence - Jun P - -41.8 13:00
Nz ANZ Activity Outlook - Jun P - -38.7 13:00
AU ANZ Job Advertisements MoM - May -- -53.1% 13:30
AU NAB Business Conditions - May - -34.0 13:30
AU NAB Business Confidence - May -- -46.0 13:30
GE Trade Balance - Apr €11.6B €17.4B 18:00
GE Current Account Balance - Apr €14.1B €24.4B 18:00
GE Exports SA MoM - Apr -15.6% -11.7% 18:00
GE Imports SA MoM - Apr -16.0% -5.0% 18:00
GE Labor Costs SA QoQ - Q1 - 0.0% 18:00
GE Labor Costs WDA YoY - Q1 - 3.0% 18:00
EC Employment QoQ - Q1 F - -0.2% 21:00
EC Employment YoY - Q1 F -- 0.3% 21:00
EC GDP SAQoQ -Q1F -3.8% -3.8% 21:00
EC GDP SAYoY -Q1F -3.2% -3.2% 21:00
us NFIB Small Business Optimism - May 92.2 90.9 22:00
10-Jun us JOLTS Job Openings - Apr 5750 6191 02:00
us Wholesale Inventories MoM - Apr F 0.4% 0.4% 02:00
us Wholesale Trade Sales MoM - Apr -- -5.2% 02:00
NZ Mfg Activity SA QoQ - Q1 -- 2.4% 10:45
NZ Mfg Activity Volume QoQ - Q1 -- 2.7% 10:45
AU ANZ-RM Consumer Confidence Index - 7-Jun -- 98.3 11:30
IN PPI MoM - May -0.3% -1.5% 11:50
IN PPI YoY - May -2.4% -2.3% 11:50
AU Westpac Consumer Conf Index - Jun -- 88.1 12:30
AU Westpac Consumer Conf SA MoM - Jun -- 16.4% 12:30
CH PPI YoY - May -3.2% -3.1% 13:30
CH CPI YoY - May 2.7% 3.3% 13:30
AU Investor Loan Value MoM - Apr -- -2.5% 13:30
AU Home Loans Value MoM - Apr -12.5% 0.2% 13:30
AU Owner-Occupier Loan Value MoM - Apr -10.0% 1.2% 13:30
EC OECD Publishes Economic Outlook - -- -- 21:00
us MBA Mortgage Applications - 5-Jun -- -3.9% 23:00
CH Money Supply M2 YoY - May 11.3% 11.1% 10-15 Jun
CH New Yuan Loans CNY - May 1600.0B 1697.8B 10-15 Jun
11-Jun us CPI MoM - May 0.0% -0.8% 00:30

Continued on following page
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Date
11-Jun

12-Jun

13-Jun

Data calendar

Country
us
us
us
us
us
NZ
NZ
UK
AU
us
us
us
us
us
us
NZ
IN
IN
UK
UK
UK
UK
UK
UK
UK
UK
UK
UK
UK
UK
UK
EC
EC
us
us
us
us
us
us
us
us
us

Data/event

CPI YoY - May

CPI Ex Food and Energy MoM - May
CPI Ex Food and Energy YoY - May
FOMC Rate Decision - Jun

Monthly Budget Statement - May
Card Spending Retail MoM - May
Card Spending Total MoM - May
RICS House Price Balance - May
Consumer Inflation Expectation - Jun
PPI Final Demand MoM - May

PPI Final Demand YoY - May

PPI Ex Food and Energy MoM - May
PPI Ex Food and Energy YoY - May
Initial Jobless Claims - 6-Jun
Continuing Claims - 30-May
BusinessNZ Manufacturing PMI - May
Industrial Production MoM - Apr F
Industrial Production YoY - Apr F
Monthly GDP (MoM) - Apr

Monthly GDP (3M/3M) - Apr
Industrial Production MoM - Apr
Industrial Production YoY - Apr
Manufacturing Production MoM - Apr
Manufacturing Production YoY - Apr
Construction Output MoM - Apr
Construction Output YoY - Apr
Index of Services MoM - Apr

Index of Services 3M/3M - Apr
Visible Trade Balance GBP/Mn - Apr
Trade Balance Non EU GBP/Mn - Apr
Trade Balance GBP/Mn - Apr
Industrial Production SA MoM - Apr
Industrial Production WDA YoY - Apr
Import Price Index MoM - May
Import Price Index YoY - May

Export Price Index MoM - May
Export Price Index YoY - May

. of Mich. Sentiment - Jun P

. of Mich. Current Conditions - Jun P

CcC Cc Cc C

. of Mich
. of Mich
u.
Key: AU: Australia, EC: Eurozone,

of Mich

GE: Germany, IJN: Japan, NZ: New Zealand, UK: United Kingdom, US: United States, CH: China.

. Expectations - Jun P
. 1 Yr Inflation - Jun P
. 5-10 Yr Inflation - Jun P

Mkt. Last
0.3% 0.3%
0.0% -0.4%
1.3% 1.4%
0.25% 0.25%
-$625.0B -$737.9B
65.0% -46.8%
-- -48.0%
-24% -21%
-- 3.40%
0.10% -1.30%
-1.30% -1.20%
-0.10% -0.30%
0.50% 0.60%
1550k 1877k
20600k 21487k
-- 26.1
-- -9.1%
-- -14.4%
-18.0% -5.8%
-10.1% 0.1%
-15.0% -4.2%
-19.3% -8.2%
-15.6% -4.6%
-19.9% -9.7%
-25.8% -5.9%
-34.5% -7.1%
-20.0% -6.2%
-10.2% -1.9%
-£11271M -£12508M
-£4433M -£4880M
-£5500M -£6676M
-20.0% -11.3%
-28.3% -12.9%
0.6% -2.6%
-6.4% -6.8%
0.7% -3.3%
-- -7.0%
75.0 72.3
-- 82.3
-- 65.9
-- 3.2%
-- 2.7%

Source: Dow Jones, Reuters, Bloomberg, ANZ Bank New Zealand Limited. All $ values in local currency.
Note: All surveys are preliminary and subject to change
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Date

Tue 9 Jun
(10:00am)

Tue 9 Jun
(1:00pm)
Wed 10 Jun
(10:45am)

10 -17 Jun

Thu 11 Jun
(10:45am)
Mon 15 Jun
(10:45am

Mon 15 Jun
(10:45am)
Mon 15 Jun
(10:45am)
Tue 16 Jun
(1:00pm)

Wed 17 Jun
(early am)

Wed 17 Jun
(10:45am)

Thu 18 Jun
(10:45am)

Wed 24 Jun
(2:00pm)

Thu 25 Jun
(10:45am)
Thu 25 Jun
(3:00pm)
Fri 26 Jun
(10:00am)

Mon 30 Jun
(1:00pm)

Mon 30 Jun
(3:00pm)
Tue 1 Jul
(10:45am)
Mon 6 Jul
(1:00pm)
Tue 7 Jul
(10:00am)

Wed 8 Jul
(early am)

Thu 9 Jul
(10:00am)

On balance

Local data watch

Data/event

ANZ Truckometer — May

ANZ Business Outlook - June
Preliminary

Economic Survey of
Manufacturing- Q1

REINZ housing data - May

Electronic Card Transactions
- May

Food Price Index — May
Rental Price Index — May

Net Migration - April

ANZ Monthly Inflation Gauge
- May

GlobalDairyTrade auction
Balance of Payments - Q1

GDP - Q1

RBNZ OCR Review - June

Overseas Merchandise Trade
- May

RBNZ new mortgage lending
data - May

ANZ Roy Morgan Consumer
Confidence - June

ANZ Business Outlook - June

RBNZ sectoral lending data -
May
Building Consents - May

ANZ Commodity Price Index
- June

NZIER Quarterly Survey of
Business Opinion - Q2

GlobalDairyTrade auction

ANZ Truckometer - June
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Economic
signal

Was steady
Bumpy
Up
Uncertain
Wither

Nope

Weaker
Narrow

Over the top

All the stops

It's relative

Rebound

Working capital

Signal

Not pretty

Weaker

Data watch

Comment

Manufacturing activity was holding pretty steady and then
lockdown hit at the very end of the quarter.

The housing market was bank on line in May, so expect sales to
rebound some, but weakness in prices is expected to emerge.

Expect a bounce as some spending comes back, but even if
growth is strong, the trend is set to be lower.

Some prices had to be imputed in April, and that would have
continued into the first half of May.

Fewer international visitors and rent freezes. Is this historically
significant driver of domestic inflation about to wither?

Visitor arrivals have fallen to close to zero with borders closed,
so there will be nothing to see here -- literally.

The downward trend on prices is expected to continue through
the winter months as new season product starts to be offered.

The annual current account deficit is expected to narrow owing
largely to weak goods imports and robust goods exports.

We will firm up our view in coming weeks. But for now we
expect GDP contracted 2.5% qg/q in Q1 as the crisis started.

The RBNZ will continue to emphasise it will pull out all the stops
and that it has plenty of options. We see more QE in time, with
an expansion to a $90bn limit pencilled in for August.

Exports should remain relatively robust, but both sides are
under downward pressure.

New lending fell almost 50% in April. May should bring a
rebound as pent-up demand is met.

Business credit growth was strong in April, as working capital
loans helped fill the gap for many businesses. This may persist
into May.

April data probably underestimate underlying weakness in this
sector. The May release could be a similar in that respect.

Like the ANZ Business Outlook, it won't be pretty.

Prices are expected to continue to ease through Q2 and Q3, but
milk powders should outperform fat products.

Risks are clearly tilted to the downside, with global
developments evolving rapidly.
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@@ Key forecasts and rates

Dec-19 Mar-20

GDP (% goq) 0.5
GDP (% yoy) 1.8
CPI (% qoq) 0.5
CPI (% yoy) 1.9
Employment (% qoq) 0.0
Employment (% yoy) 1.0
Unemployment Rate (% sa) 4.0

Aug-19 Sep-19

Retail ECT (% mom) 1.1 0.2
Retail ECT (% yoy) 3.1 0.6
Car Registrations B

(% mom) 0.7 4.3
Car Registrations B

(% yoy) 5.2 4.7
Building Consents

(% mom) 0.1 7.1
Building Consents 12.0 24.1
(% yoy)

REINZ House Price Index 2.7 3.2
(% yoy)

Household Lending

Growth (% mom) 0.6 0.5
Household Lending 6.0 6.1

Growth (% yoy)

ANZ Roy Morgan

Consumer Conf. 118.2 113.9

ANZ Business Confidence  -52.3 -53.5
ANZ Own Activity Outlook -0.5 -1.8
Trade Balance ($m) -1642 -1310
Trade Bal ($m ann) -5591 -5321
ANZ World Comm. Price

Index (% mom) 0.3 0.0
ANZ World Comm. Price

Index (% yoy) 0.9 E
Net Migration (sa) 5390 5160
Net Migration (ann) 52981 53626
ANZ Heavy Traffic Index 36 3.3
(% mom)

ANZ Light Traffic Index 0.1 0.4
(% mom)

ANZ Monthly Inflation 0.3 0.3

Gauge (% mom)

-2.5
-1.2
0.8
2.5
0.7
1.6
4.2

Oct-19
-0.3
1.6

-6.6

-6.6

-2.0

18.7

3.9

0.5

6.2

118.4

-42.4
-3.5
-1038
-5055

1.2

7.2

5760
55468

2.1

0.2

0.3

Jun-20
-20.6
-21.6

-0.4
1.6
-6.0
-5.1
7.6

Nov-19
2.8
5.1

0.4

3.0

-9.0

8.0

5.5

0.6

6.3

120.7

-26.4
12.9
-786

-4837

4.3

12.4

4880
55940

-1.3

0.6

0.1

Sep-20

15.5

-10.1
0.1
1.0
-2.5
-7.7
10.5

Dec-19
-0.6
3.9

1.3

5.6

10.1

17.4

6.5

0.6

6.5

123.3

-13.2
17.2
380

-4467

-3.4

8.7

6640
58556

-2.6

-2.5

0.4

Dec-20

2.0
-8.8
-0.1

0.4

2.5
-5.4

9.4

Jan-20
-1.1
4.2

-6.1

-3.5

-4.3

1.4

6.9

0.6

6.6

122.7

-396
-3927

-1.4

5.1

7010
62177

4.9

2.9

0.6

Mar-21

1.0
-5.5
0.5
0.1
2.0
-4.2
8.1

Feb-20
1.7
8.6

8.7

-0.3

10.0

5.3

8.5

0.6

6.7

122.1

-19.4
12.0
534

-3300

-2.1

0.1

8280
66515

-2.3

0.1

0.1

Figures in bold are forecasts. mom: Month-on-Month; qoq: Quarter-on-Quarter; yoy: Year-on-Year
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Jun-21

1.0
20.2
0.2
0.7
0.7
2.6
8.0

Mar-20

-4.6
-1.8

-30.8

-31.1

-21.7

-12.9

9.1

0.3

6.4

106.3

-63.5
-26.7
722
-3403

-2.0

-5.8

9700
71456

-8.6

-29.3

0.1

Sep-21

1.0
5.1
0.3
0.9
0.9
6.2
7.7

Apr-20

-46.8
-47.5

-88.9

-92.5

-6.5

-14.2

8.5

-0.6

5.3

84.8

-66.6
-55.1
1267
-2496

-1.1

-45.0

-71.1

-0.8

Dec-21

1.0
4.1
-0.2
0.8
1.0
4.7
7.1

May-20

853.0

-24.6
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@@ Key forecasts and rates

Actual Forecast (end month)

FX rates Apr-20 May-20 Today Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21
NzD/USD 0.613 0.622 0.652 0.60 0.57 0.55 0.55 0.55 0.56
NzD/AUD 0.936 0.934 0.933 0.94 0.92 0.92 0.92 0.90 0.90
NZD/EUR 0.563 0.559 0.577 0.56 0.55 0.55 0.56 0.55 0.54
NzD/IPY 65.30 66.66 71.52 67.2 63.8 61.6 61.6 61.6 62.7
NzZD/GBP 0.489 0.505 0.513 0.50 0.48 0.47 0.46 0.45 0.45
NZ$ TWI 69.24 70.12 72.33 69.5 67.3 66.0 66.2 65.5 65.9
Interest rates/QE Apr-20 May-20 Today Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21
NZ OCR 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
LSAP ($bn) 30 33 60 60 90 90 90 90 90
NZ 90 day bill 0.27 0.26 0.26 0.26 0.26 0.26 0.26 0.26 0.26
NZ 10 year bond 0.88 0.82 1.01 0.75 0.75 1.00 1.25 1.25 1.25
US Fed funds 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
US 3-mth 0.56 0.34 0.31 0.40 0.40 0.40 0.40 0.40 0.40
AU Cash Rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
AU 3-mth 0.10 0.10 0.10 0.20 0.20 0.20 0.25 0.28 0.28

5-May 1-Jun 2-Jun 3-Jun 4-Jun 5-Jun
Official Cash Rate 0.25 0.25 0.25 0.25 0.25 0.25
90 day bank bill 0.27 0.26 0.26 0.26 0.26 0.26
NZGB 05/21 0.13 0.11 0.13 0.15 0.18 0.18
NZGB 04/23 0.11 0.25 0.26 0.26 0.27 0.30
NZGB 04/27 0.40 0.52 0.55 0.59 0.61 0.66
NZGB 04/33 0.81 0.92 0.96 1.01 1.03 1.08
2 year swap 0.20 0.23 0.22 0.22 0.23 0.25
5 year swap 0.33 0.35 0.35 0.38 0.39 0.42
RBNZ TWI 68.65 69.97 70.30 71.32 71.52 71.90
NZD/USD 0.6052 0.6225 0.6319 0.6385 0.6415 0.6507
NZD/AUD 0.9392 0.9255 0.9212 0.9290 0.9304 0.9336
NZzD/IPY 64.61 67.06 68.10 69.41 69.87 71.30
NzZD/GBP 0.4860 0.5026 0.5030 0.5076 0.5119 0.5136
NZD/EUR 0.5584 0.5605 0.5658 0.5701 0.5725 0.5763
AUD/USD 0.6444 0.6726 0.6859 0.6872 0.6895 0.6969
EUR/USD 1.0838 1.1106 1.1169 1.1200 1.1205 1.1292
USD/IPY 106.75 107.72 107.77 108.71 108.93 109.59
GBP/USD 1.2454 1.2385 1.2562 1.2577 1.2530 1.2668
Oil (US$/bbl) 24.56 35.44 36.81 37.29 37.41 39.55
Gold (US$/0z) 1698.53 1734.68 1740.18 1719.19 1712.69 1685.06
NzZX 50 10491 10882 11034 11118 11223 11172
Baltic Dry Freight Index 575 520 546 592 632 679
NZX WMP Futures (US$/t) 2560 2620 2620 2675 2680 2670
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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
Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated
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
Omani investment, legal, tax, accounting or other professional advice.

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
speculative transactions and CNY/CNH arbitrage trading. If this document is distributed by ANZ or an Affiliate (other than ANZ China), the
following statement and the text below is applicable: No action has been taken by ANZ or any affiliate which would permit a public
offering of any products or services of such an entity or distribution or re-distribution of this document in the PRC. Accordingly, the
products and services of such entities are not being offered or sold within the PRC by means of this document or any other document.
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
PRC.

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
Regulatory Authority or any other authority in the State of Qatar (Qatar); or

e authorised or licensed for distribution in Qatar,

and the information contained in this document does not, and is not intended to, constitute a public offer or other invitation in respect of
securities in Qatar or the QFC. The financial products or services described in this document have not been, and will not be:

e registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or

e authorised or licensed for offering, marketing, issue or sale, directly or indirectly, in Qatar.

Accordingly, the financial products or services described in this document are not being, and will not be, offered, issued or sold in Qatar,
and this document is not being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the financial products or
services described in this document and distribution of this document is being made in, and is subject to the laws, regulations and rules
of, jurisdictions outside of Qatar and the QFC. Recipients of this document must abide by this restriction and not distribute this document
in breach of this restriction. This document is being sent/issued to a limited number of institutional and/or sophisticated investors (i) upon
their request and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any
person other than the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.
Singapore. This document is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited
investors”, “expert investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act
Cap. 289 of Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a
financial adviser’s licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore.

United Arab Emirates (UAE). This document is distributed in the UAE or the Dubai International Financial Centre (DIFC) (as
applicable) by ANZ. This document does not, and is not intended to constitute: (a) an offer of securities anywhere in the UAE; (b) the
carrying on or engagement in banking, financial and/or investment consultation business in the UAE under the rules and regulations
made by the Central Bank of the UAE, the Emirates Securities and Commodities Authority or the UAE Ministry of Economy; (c) an offer of
securities within the meaning of the Dubai International Financial Centre Markets Law (DIFCML) No. 12 of 2004; and (d) a financial
promotion, as defined under the DIFCML No. 1 of 200. ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (DFSA)
ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (DFSA). The financial products or services described in this
document are only available to persons who qualify as “Professional Clients” or “Market Counterparty” in accordance with the provisions
of the DFSA rules. In addition, ANZ has a representative office (ANZ Representative Office) in Abu Dhabi regulated by the Central
Bank of the UAE. The ANZ Representative Office is not permitted by the Central Bank of the UAE to provide any banking services to
clients in the UAE.

United States. Except where this is a FX- related document, this document is distributed in the United States by ANZ Securities, Inc.
(ANZ SI) which is a member of the Financial Regulatory Authority (FINRA) (www.finra.org) and registered with the SEC. ANZSI's
address is 277 Park Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). ANZSI accepts
responsibility for its content. Information on any securities referred to in this document may be obtained from ANZSI upon request. This
document or material is intended for institutional use only — not retail. If you are an institutional customer wishing to effect transactions
in any securities referred to in this document you must contact ANZSI, not its affiliates. ANZSI is authorised as a broker-dealer only for
institutional customers, not for US Persons (as “US person” is defined in Regulation S under the US Securities Act of 1933, as amended)
who are individuals. If you have registered to use this website or have otherwise received this document and are a US Person who is an
individual: to avoid loss, you should cease to use this website by unsubscribing or should notify the sender and you should not act on the
contents of this document in any way. Non-U.S. analysts: Non-U.S. analysts may not be associated persons of ANZSI and therefore may
not be subject to FINRA Rule 2242 restrictions on communications with the subject company, public appearances and trading securities
held by the analysts. Where this is an FX-related document, it is distributed in the United States by ANZ's New York Branch, which is also
located at 277 Park Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 916 0 Fax: +1 212 801 9163).

Vietnam. This document is distributed in Vietham by ANZ or ANZ Bank (Vietnam) Limited, a subsidiary of ANZ.

This document has been prepared by ANZ Bank New Zealand Limited, Level 26, 23-29 Albert Street, Auckland 1010, New Zealand,
Ph 64-9-357 4094, e-mail nzeconomics@anz.com, http://www.anz.co.nz
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