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Data summary 

 % qtr % ann 

Headline CPI 0.9% 3.1% 

Tradable 0.7% 2.5% 

Non-tradable 1.1% 3.5% 

 

A mixed starting point 

Bottom line: the cosmetics aren’t great, but core was contained 

• Annual CPI inflation was unchanged at 3.1% in Q1 (+0.9% q/q), 

stronger than our expectation of 2.9% and the RBNZ’s April MPR 
forecast of 3.0%. 

• Non-tradable inflation (driven largely by domestic factors) was also 

unchanged at 3.5% y/y, slightly above our forecast and the RBNZ’s 
February MPS forecast of 3.4%. 

• Inflation excluding food and energy accelerated 0.1 ppt to 2.6%. But 
that’s about where the “hawkish” take on these data stops. Other 
measures of core inflation fell in the quarter. 

• Tradable inflation (largely determined by global factors, including 

movements in the NZD) slowed just 0.1 ppts to 2.5% y/y, stronger than 
our expectation of 2.2%. 

• Aside from the 3.5% q/q increase in petrol prices, it is too early to see 

the effects of the oil price surge. The Q2 CPI is expected to show much 
larger impacts on fuel prices, with some early signs of spillovers into 

other components of the CPI – something that could persist for months 
to come. 

• The RBNZ will have to weigh up the cosmetics of today’s data with the 

more benign reads on underlying inflation. The former could add to 

inflation expectations, while the latter suggests inflation wasn’t on the 
wrong path ahead of the oil price shock. 

• We are maintaining our forecast for three OCR ‘normalisation’ hikes 
starting in July. 

Big picture and monetary policy implications 

Headline inflation was unchanged at 3.1% y/y in Q1 with a combination of 

only marginally lower tradable inflation (the more volatile side of the CPI 

basket) and unchanged non-tradable inflation. The only meaningful impact 
in today’s data from the oil price shock was the rise in fuel prices, which 

provided a boost to tradable prices. Headline inflation less vehicle fuels was 
unchanged at 3.2% y/y. 

Looking through some of the more volatile parts of the basket, the signal on 
underlying disinflation was mixed: 

• Annual non-tradable inflation was unchanged at 3.5%, which is still too 

high to call consistent with headline inflation stabilising around 2%. 

• Annualised seasonally adjusted non-tradable inflation was stable at 
3.6% (0.9% q/q). 

• Services inflation slowed a further 0.5 ppts to 3.5% y/y. 

• The ex-food, fuel and energy measure lifted 0.1 ppt to 2.6% y/y. 

• The 30% trimmed mean measure fell 0.2 ppts to 2.3%. 

• The weighted median fell 0.1 ppts to 1.6% (using the 2024 weights).
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Completing the suite of core measures, the RBNZ’s sectoral factor model will be 
released at 3pm. 

For the Monetary Policy Committee, today’s stronger starting point for headline 

inflation and zero progress on non-tradable inflation won’t be welcome, particularly 

in an environment when inflation expectations are threatening to drift meaningfully 

higher. But ironically, provided spillovers from higher fuel prices to the rest of the 

CPI basket remain contained (a big if), base effects from the stronger starting point 
could end up shaving the top off the upcoming peak in inflation. 

Beyond the unhelpful cosmetics of the headline numbers in today’s data, the MPC 

shouldn’t be too concerned one way or another by the starting point for the core 
inflation measures – these were mixed, but mostly moved in the right direction in 

Q1. However, the MPC is well aware that these are backward-looking. Headline 

inflation also printed a touch above the April MPR forecast of 3.0% y/y, but 

headline outcomes were never going to drive the policy reaction. The focus 

remains on inflation persistence, and today’s data offered little new insight on that 
front. 

We’ll update our CPI forecast in this week’s Data Wrap. 

The details 

Breaking down the details of the 0.9% q/q rise in the Q1 CPI: 

• The food group (18.45% of the CPI) rose 1.5%, adding just under 0.3 ppts, 
driven largely by fruit and vegetable, meat, and grocery prices. 

• The Alcoholic beverages and tobacco group (5.3% of the CPI basket) rose 

2.0%, adding 0.1 ppt to quarterly inflation. That was largely owing to the 
annual tobacco excise increase. 

• The housing and household utilities group (29.4% of the CPI basket) rose 
0.6% q/q, making just under a 0.2 ppt contribution to quarterly inflation. It was 

driven by home ownership (up 0.5% q/q), electricity (up 2.6% q/q), gas (up 
2.4% q/q) and property maintenance (up 1.8%). 

• The transport group (typically one of the more volatile components of the CPI 

and 14.3% of the basket) lifted 1.5% q/q, adding 0.2 ppts. Most of that reflects 

higher fuel prices (petrol up 3.5% q/q) with domestic airfares (up 8.9% q/q) 
providing a partial offset to weaker international airfares (down 7%). 

• The health group (3.47% of the CPI basket) rose 3.7% q/q, adding 0.1 ppts to 
quarterly inflation. This was driven by higher pharmaceutical products 

reflecting the annual reset in prescription subsidies Stats NZ had highlighted 
ahead of today’s release. 

• The education group (1.4% of the CPI) rose 3.4% q/q, adding a 0.05 ppt 

contribution. Primary and secondary, tertiary and other posted rises of 5.1% 
q/q, 4.0% q/q and 2.0% q/q respectively. That wasn’t far from our expectation.  

• The Miscellaneous goods and services group (7.2% of the basket) rose 
0.9% q/q, adding 0.05 ppts. Personal effect (chiefly jewellery) accounted for 
around half of this, reflecting high global gold prices.  

• The recreation and culture group (9.7% of the basket) fell 1.1% q/q, 

detracting 0.1 ppt from quarterly inflation. Lower prices for electronics in the 
quarter were the main driver. 

• Other parts of the CPI were broadly as expected and didn’t make significant 
contributions to quarterly inflation. 

Overall, most of the main drivers of quarterly inflation in Q1 were close to our 

expectation, but there were the usual overs and unders, and more broadly, there 
appears to have been a little more pass-through from recent NZD weakens than 

we had baked in. With Q2 set to capture much larger fuel price increases – and 

early signs of spillovers into other prices – the next CPI release has potential to 
deliver much larger surprises.
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Figure 1. CPI groups – March 2026 quarter 

 

Figure 3. Headline inflation vs inflation expectations 

 

Figure 2. CPI inflation components 

 

Figure 4. Proportion of CPI basket running >X% 
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The opinions and research contained in this document (in the form of text, image, video or audio) are (a) not personal financial advice nor 
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your financial situation or goals. 
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(ANZ), a company incorporated in Australia or (if otherwise stated), by its subsidiary or branch (herein collectively referred to as ANZ Group). The 
views expressed in it are those of ANZ Economics and Markets Research, an independent research team of ANZ Bank New Zealand Limited. 

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 
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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 Group would be subject to additional licensing or registration requirements. Further, any products and services mentioned in this 
document may not be available in all countries. 

ANZ Group in no way provides any personal 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 and made on 

reasonable grounds on the date it was published, ANZ Group does not represent or warrant the accuracy or completeness of the information. 
Further, ANZ Group 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. 

This document may contain forward looking statements or opinions including statements regarding our intent, belief or current expectations 

regarding economic and market conditions, financial instruments and credit markets. Words such as ‘forecast’, ‘anticipate’, ‘likely’, ’unlikely’, 
‘believe’, ‘expect’, ‘may’, ‘probability’, ‘risk’, ‘will’, ‘seek’, ‘would’, ‘could’, ‘should’ and similar expressions, are intended to identify forward-looking 
statements or opinions. Such statements are usually predictive in character, subject to assumptions that may prove inaccurate or unknown risks and 

uncertainties, and should not be relied upon when making investment decisions. Past performance is not a reliable indicator of future performance. 
ANZ does not accept any responsibility to inform you of any revisions to these forward-looking statements to reflect events or circumstances 
occurring after the date of 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.  

This document may contain climate-related statements, such as climate-related risks and opportunities, goals and ambitions, scenarios and 

projections. Where present, such content is subject to significant uncertainty and risk, and may ultimately prove to be incorrect, inaccurate or 
incomplete. 

ANZ Group 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. Any 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 Group 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 (including infringement of any third 

party rights) out of or in connection with this document and your use of it to the extent permissible under relevant law. The contents of this document 
have not been reviewed by any regulatory body or authority in any jurisdiction. 

ANZ Group may have an interest in the subject matter of this document. They may receive fees from customers for dealing in any 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 any 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 Group’s policies on conflicts of interest and ANZ Group maintains appropriate information barriers to control the flow of information 
between businesses within the group. 

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

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here or 

request from your ANZ point of contact.  

Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered or sold in 
Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM. 

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

basis. 

Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request. This does not 
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