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Data summary 

 
Previous Q4 2025 Exp 

Q3 2025 ANZ RBNZ 

GDP    

Quarterly % 
change 

1.1% 0.2% 0.5% 

Annual % 
change 

1.3% 1.5% 1.7% 

Annual average 
% change 

-0.5% 0.3% 0.3% 

Balance of Payments 

Current account 
($m, actual) 

-8,365 -5,264 N/A 

Current account 
($m, sa) 

-3,778 -4,102 -3,220 

Annual CAB 
($bn) 

-15.4 -15.6 -14.7 

% of GDP -3.5% -3.5% -3.3% 

 
 

Growing in fits and starts 

• We expect the New Zealand economy grew 0.2% q/q in Q4, weaker than 

the RBNZ’s February Monetary Policy Statement (MPS) forecast of 0.5% 

q/q, and our preliminary forecast of 0.7% q/q. 

• This would be a marked step down from the 1.1% q/q growth recorded in 

Q3. Still, smoothing through the volatility, this would put average growth 

over the second half of 2025 at a reasonable 0.7% q/q pace. 

• We expect that growth in GDP was supported by rising spending in 

response to lower interest rates, supportive conditions in the agriculture 

sector, and growth in tourism. Construction is a key area of weakness.  

• A downside surprise to the RBNZ’s GDP forecast of the size that we are 

forecasting would only have a small impact on the RBNZ’s thinking. GDP is 

lagged data that is prone to revision and covers a period long before oil 

prices spiked. At the margin, this downside surprise would give the RBNZ a 

little more latitude to look through the near-term inflationary impact of the 

oil shock. But the main factor for the monetary policy outlook is how the 

conflict in the Middle East, and the resulting impacts on medium-term 

inflation and growth, play out from here. 

The big picture 

The Q4 Balance of Payments will be released at 10:45am next Wednesday 18 

March, followed by GDP at 10:45am on Thursday 19 March. We expect Q4 

production GDP to show 0.2% q/q growth (1.5% y/y).  

This would be a marked step down from the 1.1% q/q growth recorded in Q3. 

However, GDP data has been very volatile recently. Smoothing through this, and 

considering the wider suite of activity data, we think that the economy travelled 

broadly sideways over the first half of 2025 before growth picked up in the 

second half of the year. Our forecast would put average growth over Q3 and Q4 

of 2025 at 0.7% q/q. While not especially impressive for a recovery, this average 

would still exceed the estimated rate of population growth (around 0.2% q/q) and 

the RBNZ’s estimate of potential GDP growth (0.5% q/q). 

Figure 1. GDP level and quarterly % change 

 

https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/NZ-Economic-Acronyms-Definitions.pdf
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The sectoral data released over recent weeks has come in weaker than earlier 

leading indicators had suggested, prompting us to revise down our forecast to 

0.2% q/q (from our preliminary forecast of 0.7% q/q). Construction and food 

manufacturing activity over Q4 in particular fell short of our expectations. This 

may be down to a combination of house prices staying flat, lags in building 

activity, and quarterly volatility in meat processing. Indicators for a few services 

industries, such as professional services and wholesale trade, were also weaker 

than we had expected. 

However, the broader suite of sectoral data points to moderate growth across 

other parts of the economy in Q4, underpinned by rising spending in response to 

lower interest rates, solid farm incomes, and growth in tourism.  

The mixed picture in top-down indicators also suggests a moderate pace of 

expansion. QES hours paid fell 0.5% q/q in Q4, but HLFS hours worked 

increased 1.0% q/q, and reported past activity in the QSBO and our own ANZBO 

has been on a firmly improving trajectory. 

Monetary policy implications 

A downside surprise to the RBNZ’s GDP forecast of the size that we are 

forecasting would have only have a small impact on the RBNZ’s thinking. GDP 

data is lagged, telling us how the economy was during the October to 

December period (now 3 to 5 months ago). It has also been volatile lately and 

is prone to revision. 

What’s more, it covers a period well before the current conflict in the Middle 

East broke out and oil prices spiked, which is the biggest uncertainty in the 

economic outlook right now. Clearly, higher oil prices are not good for either 

inflation or activity. However, the extent of the impact depends critically on how 

long the conflict and trade disruption lasts for, as well as the balance of how it 

impacts medium-term inflation vs medium-term growth, which is all still very 

uncertain.  

At the margin, a downside surprise to GDP would give the RBNZ a little more 

latitude to look through the near-term inflationary impact of the oil shock and 

focus on the potential medium-term implications. At the February MPS the 

RBNZ estimated that there was considerable spare capacity in the economy, 

with an output gap of -1.5% in Q4, and at face value a downside surprise to 

GDP would imply it is now wider than the RBNZ had assumed. That would help 

contain second-round inflation impacts. However, we wouldn’t want to overplay 

this given the uncertain outlook, and also recalling that annual inflation at 3.1% 

isn’t coming from an entirely comfortable starting point. In sum, given all that’s 

come to pass in the global economy in recent weeks, it would be a pretty high 

bar for the Q4 GDP to move the dial on our OCR call – Q4 2025 is ancient 

history now. 

The details  

Turning to the details, the key assumptions underpinning our production GDP 

forecast of 0.2% q/q growth are: 

• Services industries (70% of GDP) expanding 0.4% q/q, contributing 

0.3ppts to headline growth. Industries linked to tourism are likely to be the 

most positive (such as arts and recreation). We expect to see moderate 

growth across most other services industries, while professional services 

and wholesale trade are likely to be at the weaker end. 

• Construction (around 6% of GDP) looks set to be the greatest area of 

weakness, shrinking 1.3% q/q (subtracting 0.1ppts from headline GDP 

growth). This weakness has been signalled by the volume of building work 

put in place falling 3.1% q/q (despite solid consents). 

• Manufacturing (around 8% of GDP) managing a small 0.2% expansion as 

food manufacturing contracts and non-food manufacturing grew. The 

quarterly manufacturing survey showed total manufacturing sales volumes 

fell 0.5% q/q, but they grew in non-food industries, and this tends to provide 

the clearer signal for GDP. 

https://t.ly/VFR0f
https://t.ly/DlHF5
https://t.ly/DlHF5
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• Utilities (around 2.5% of GDP) close to flat in the quarter, banking the 

decent growth seen in Q3.  

• Primary industries (around 6% of GDP) expanding 0.6% q/q, supported 

by higher milk production. 

• The unallocated tax component (around 7.5% of GDP) contracting 1.3% 

q/q (subtracting 0.1ppts from headline growth). Last quarter this component 

recorded relatively strong 2.6% q/q growth, meaning some retracement is 

likely. It can be volatile on a quarterly basis but does tend to follow the 

economic cycle. 

• The balancing item making a small positive contribution of around 0.1ppts 

this quarter. We don’t anticipate that seasonality in the balancing item will 

muddy the waters this round in the same way that it has at times over the 

past year (residual seasonality issues now mainly impact Q1 and Q2 GDP).  

Figure 2. Production GDP industry level forecast 

 

Q4 Balance of Payments preview 

Turning to the Balance of Payments, we expect the annual current account 

deficit in Q4 was 3.5% of GDP, unchanged from last quarter. The goods balance 

has stopped narrowing, the services balance appears to have been broadly 

stable, and we expect little change in the income balance. The current account 

deficit is now well within the range considered sustainable. 

Figure 3. Annual current account deficit forecast 
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