ANZ S,

ANZ Research

June 2026 Quarter CPI Preview

17 July 2026

This is not personal advice. It does not
consider your financial situation or goals.

Refer to the Important Notice at the end of

this document.

Contact
Miles Workman for more details.

Confused by acronyms or jargon? See a
glossary here.

Update subscription preferences at
www.research.anz.com

Listen to our daily podcast

SIS

with ANZSy

Consumers Price Index —

June 2026 Quarter
CPIl -q/q 09% 1.4% NA
CPI —yly 31% 4.0% 3.9%

Non-tradables — g/q 11%  0.6% NA
Non-tradables — yly 35% 3.4% NA
Tradables — g/q 0.7% 2.5% NA
Tradables —yly 25% 4.8% NA

* Forecast provided in the July Monetary Policy
Review. This did not include a tradable non-
tradable split.

Fuel up

The bottom line

e Sharply higher fuel prices are set to drive an acceleration in headline inflation in
Q2, from 3.1% yly in Q1 to 4.0%, slightly above the July MPR forecast of 3.9%.

e Annual non-tradable inflation is expected to slow 0.1ppt to 3.4% y/y while
tradable inflation accelerates 2.3ppt to 4.8%.

e On a quarterly basis, we expect headline inflation to come in at 1.4% q/q, with
1.0ppts of that driven by fuel prices.

e Forthe RBNZ, it is not so much the direct impact of higher fuel prices on
headline inflation that is keeping them awake at night. Rather, it is the risk that
the cost shock spills over into other parts of the CPI basket, lifting inflation
expectations and generating a broader inflation impulse that could prove difficult
to contain. Non-tradable, services, core, and diffusion measures (which capture
how widespread price pressures are across the CPI basket) are likely to matter
most for the monetary policy outlook.

Big picture and monetary policy implications

The Q2 CPI will be released at 10:45am on Tuesday 21 July. We expect annual
headline inflation to accelerate by 0.9ppt to 4.0% y/y, marginally above the RBNZ’s
July MPR forecast of 3.9% but slightly below our previous 4.1% forecast. This
revision largely reflects a faster moderation in fuel prices than previously assumed,
alongside an expectation for lower pharmaceutical product prices (details on page 2).

For the Monetary Policy Committee, it's not so much the direct impact of higher fuel
prices on headline inflation that will be of most concern. Rather, it is the risk that
higher fuel prices spill over into other parts of the CPI basket, lifting inflation
expectations and generating a broader inflation impulse that proves difficult to
contain.

It may be too early to see clear evidence of this in Q2 non-tradable inflation.
However, a sharp rise in the share of the basket running above key thresholds (for
example, more than 5 percent) would suggest the fuel shock is being passed
through. The question then becomes how much firms pass on any fuel price declines
over coming quarters, assuming fuel prices remain contained — which is looking like
a bigger assumption by the day.

On that score, recent RBNZ communications suggest concern that firms’ pricing
behaviour is not symmetric — quick to pass on cost increases, but slow to pass on
decreases. If that proves to be the case, and inflation pressures remain above the
RBNZ’s assumptions, the MPC may need to lift the OCR by more than otherwise.
However, the Q2 data are unlikely to provide much insight into this dynamic, given
the recency of the oil price shock.

As is typically the case, signals from non-tradable, services, and core inflation will be
most relevant for monetary policy on the day, providing a fresh starting point for
underlying inflation pressures. However, comparing our forecast with the RBNZ'’s is
more challenging this quarter. The RBNZ provided a Q2 headline inflation forecast of
3.9% yly in the July Monetary Policy Review, but did not publish the tradable/
non-tradable split. The May MPS forecast for headline inflation was 4.2% yly, with
non-tradable inflation falling 0.1ppt to 3.4% yly. It is reasonable to assume the
downgrade to headline inflation at the July MPR largely reflects lower tradable
inflation, meaning 3.4% yly for non-tradable inflation remains an appropriate
benchmark for monetary policy.
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The details
Breaking down our forecast for headline inflation of 1.4% q/q:

o The Transport group is expected to add 1.0 ppts, with the bulk of that
reflecting higher fuel prices (petrol up around 20% q/q; diesel up around 50%
g/q). Airfares (domestic down 11% q/q; international down 1.2%) are expected
to provide a partial offset to higher fuel prices.

o The Housing and household utilities group is expected to contribute 0.2
ppts to quarterly inflation, driven by electricity (up 4.4% qg/q) and home
ownership (up 0.8% qg/q). Rents are expected to come in unchanged (0.0%

a/q).

o The Food group is expected to add almost 0.1 ppts, as weaker prices for fruit
and vegetable partially offset higher prices for grocery food and restaurant
meals.

o The Health group is expected to detract almost 0.1 ppt. As outlined in a
recent Stats NZ methods update, the pharmaceutical products index will
include a catch-up adjustment in the June quarter CPI after revised uptake
data and a processing issue resulted in exaggerated price movements
between June 2025 and March 2026. It’s difficult to gauge the impact in
advance, and Stats NZ has not indicated its magnitude. However, the
correction appears likely to result in a quarterly contraction in the
pharmaceutical products class in Q2.

e Smaller moves across the other CPI groups are expected to net out to a small
positive contribution to headline inflation (Table 1).

Table 1. ANZ Q2 CPI component-level forecast

Figure 2. CPI inflation measures
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