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The devil is in the detail
	• Consumer prices rose 0.6% in the March 

quarter, with prices up 4% over the past year.

	• The March quarter result was a little below 
our forecast, but above the RBNZ’s last 
published projection.

	• Imported inflation pressures are easing.

	• However, domestic inflation pressures remain 
strong, and are much stronger than the RBNZ 
assumed. Non-tradables inflation is lingering 
at high levels long after the start of the RBNZ’s 
tightening cycle. 

Consumer price inflation

Dec 2023 Mar 2024

Actual Actual Westpac RBNZ

Headline inflation

Quarterly 0.5 0.6 0.8 0.4

Annual 4.7 4 4.2 3.8

Non-tradables inflation

Quarterly 1.1 1.6 1.4 1.1

Annual 5.9 5.8 5.6 5.3

Tradables inflation

Quarterly -0.2 -0.7 -0.2 -0.8

Annual 3.0 1.6 2.1 1.5

Inflation’s easing, but domestic pressures 
are stronger than the RBNZ expected.
Consumer prices rose by 0.6% in the March quarter. That 
saw the annual inflation rate dropping to 4.0%, down 
from 4.7% at the end of last year. That’s the lowest annual 
inflation has been since June 2021.

Contributions to inflation 
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Today’s result was a little below our forecast for a 0.8% 
rise, but in line with the average market forecast.
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The March quarter inflation result was above the RBNZ’s 
last published forecast for a 0.4% rise. The RBNZ’s 
forecast was finalised back in February (before the 
release of the monthly price data), and in its April policy 
review the RBNZ signalled they were already braced for a 
higher result. 

However, the devil was in the detail. While overall inflation 
was in line with market expectations, that’s masking some 
big differences across the economy, and some important 
trends for the RBNZ. 

The softness in the March quarter was entirely due to 
lower tradable prices, with falls for items like used cars 
and apparel. That saw tradable prices falling 0.7% over 
the quarter, with annual tradables inflation falling from 
3.0% at the end of 2023 to 1.6% now. That softness 
reflects the downturn we’re seeing in retail spending, 
with households dialling back their spending in many 
areas such as apparel, furnishings and appliances. We 
expect spending will remain soft over the year ahead. 
That softness is a sign that monetary policy is working to 
restrain demand.

Tradables inflation 
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In contrast, domestic inflation was hotter than we or the 
RBNZ had expected. Non-tradable prices were up 1.6% 
over the quarter - higher than our own forecast (+1.4%) 
and much higher than the RBNZ’s forecast for a 1.1% rise. 
Non-tradables inflation has now surprised the RBNZ on 
the upside for the past four quarters. Upside surprises 
to our non-tradables forecast were spread across the 
economy. On an annual basis, non-tradables inflation 
remains elevated at 5.8%. Notably, non-tradables 
excluding construction costs remains elevated at 6.3% 
and has eased only slightly since the RBNZ first raised the 
OCR back in 2021. 

Non-tradables inflation 
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October 2021:
OCR hikes begin

Non-tradables keeps surprising the RBNZ to the upside 
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Core inflation measures have been dropping back, but 
remain elevated at rates of over 4%, consistent with 
lingering strength in domestic prices. Measures of 
domestic core inflation continue to hover around 6%.

In the detail.
	• Underpinning March’s lift in prices was a 6.5% rise 

in tobacco prices (related to the annual increase in 
tobacco excise). 

	• We also saw a solid 1.2% increase in housing rents. 
Rents are one of the largest components of the CPI, 
accounting for 9% of the basket, and the 4.7% rise 
over the past year is the largest since 1999. 

	• The cost of purchasing a newly built home was up 
0.8% over the quarter. That’s much lower than seen 
over the past few years, but still a firm rise. 

	• We also saw firmness in recreational costs, including 
a large increase in overseas accommodation costs 
corresponding to the Taylor Swift concerts in Australia 
(aka. Swiftflation). 

	• On the downside, we saw sizeable falls in the prices 
of many imported items including used cars, fuel 
and apparel. 
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Contributions to March quarter inflation forecast 
(percentage points) 
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Source: Westpac 

Implications.
Inflation is dropping back, and it’s set to fall within the 
RBNZ’s 1% to 3% target band by the end of this year. But 
we’re still a long way from the 2% midpoint – we don’t 
think that will be reached until late 2025 at the earliest. 

The divergence between the domestic and imported 
components of inflation illustrates the big concerns 
that the RBNZ is trying to balance. Inflation is coming 
down, and that will be important for stabilising 
inflation expectations. 

However, domestic inflation is still running at rates that 
are much higher than the Monetary Policy Committee is 
comfortable with, more than two years after the hiking 
cycle began. And it continues to look ‘sticky’. As a result, 
inflation is likely to linger above 2% for an extended 
period, and rate cuts won’t be on the table in the 
near term.

Contributions to inflation 
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Past performance is not a reliable indicator of future performance. The forecasts given in this document are predictive in character. Whilst every 
effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect 
assumptions or by known or unknown risks and uncertainties. The ultimate outcomes may differ substantially from these forecasts.

DISCLAIMER
Things you should know. 
Westpac Institutional Bank is a division of Westpac Banking 
Corporation ABN 33 007 457 141 (‘Westpac’). 

Disclaimer.
This material contains general commentary, and market colour. 
The material does not constitute investment advice. Certain types 
of transactions, including those involving futures, options and high 
yield securities give rise to substantial risk and are not suitable for all 
investors. We recommend that you seek your own independent legal 
or financial advice before proceeding with any investment decision. 
This information has been prepared without taking account of your 
objectives, financial situation or needs. This material may contain 
material provided by third parties. While such material is published 
with the necessary permission none of Westpac or its related entities 
accepts any responsibility for the accuracy or completeness of any 
such material. Although we have made every effort to ensure the 
information is free from error, none of Westpac or its related entities 
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or otherwise endorses it in any way. Except where contrary to law, 
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this material does not constitute an offer, a solicitation of an offer, 
or an inducement to subscribe for, purchase or sell any financial 
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ultimate outcomes may differ substantially from these forecasts. 

Country disclosures.
Australia: Westpac holds an Australian Financial Services Licence 
(No. 233714). This material is provided to you solely for your own use 
and in your capacity as a wholesale client of Westpac.

New Zealand: In New Zealand, Westpac Institutional Bank refers to 
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from Westpac or any of its subsidiaries (other than WNZL). Neither 
Westpac nor its other subsidiaries guarantee or otherwise support 
the performance of WNZL in respect of any such product. The current 
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WNZL can be obtained at the internet address www.westpac.co.nz.

China, Hong Kong, Singapore and India: This material has been 
prepared and issued for distribution in Singapore to institutional 
investors, accredited investors and expert investors (as defined in 
the applicable Singapore laws and regulations) only. Recipients in 
Singapore of this material should contact Westpac Singapore Branch 
in respect of any matters arising from, or in connection with, this 
material. Westpac Singapore Branch holds a wholesale banking 
licence and is subject to supervision by the Monetary Authority of 
Singapore. Westpac Hong Kong Branch holds a banking license and 
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UK: The contents of this communication, which have been prepared 
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the same way, the information contained in this communication 
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as defined by the rules of the Financial Conduct Authority and 
is not intended for “retail clients”. With this in mind, Westpac 
expressly prohibits you from passing on the information in this 
communication to any third party. In particular this communication 
and, in each case, any copies thereof may not be taken, transmitted 
or distributed, directly or indirectly into any restricted jurisdiction. 
This communication is made in compliance with the Market Abuse 
Regulation (Regulation(EU) 596/2014).

Investment recommendations disclosure.
The material may contain investment recommendations, including 
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steps have been taken to ensure that the material is presented in a 
clear, accurate and objective manner. Investment Recommendations 
for Financial Instruments covered by MAR are made in compliance 
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Recommendation should any information, including opinion, forecast 
or estimate set out in this Investment Recommendation change or 
subsequently become inaccurate.

Westpac will from time to time dispose of and acquire 
financial instruments of companies covered in this Investment 
Recommendation as principal and act as a market maker or liquidity 
provider in such financial instruments.

Westpac does not have any proprietary positions in equity shares of 
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investment recommendation prior to its completion and distribution.

Individuals who produce investment recommendations are not 
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Westpac has implemented policies and procedures, which are 
designed to ensure conflicts of interests are managed consistently 
and appropriately, and to treat clients fairly. 

The following arrangements have been adopted for the avoidance 
and prevention of conflicts in interests associated with the provision 
of investment recommendations.
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