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1. The baseline economic outlook
• Global backdrop

• Domestic growth

• Inflation and interest rates

2. War impacts and risks
• Global growth

• Oil and refined fuels prices

• Inflation risks

• Direct export impacts

• Consumer and business impacts

• Fuel security and implications

• Growth and inflation scenarios

Outline
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Global growth has shaken off the tariff shock

2025 2026 2027

US 2.2  2.5  1.8 

Australia 2.0  2.2  2.3 

China 5.0 4.6 4.5

Trading 

partners

3.2  3.0  2.8 

Change from: 

- November

- May 2025

+0.3

+0.6

+0.3

+0.4

0.0

n/a
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Note: Arrows indicate change since November
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Quarterly GDP – building momentum at above trend growth
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 Westpac underlying estimate *

Sources: Stats NZ, Westpac

Westpac 

forecasts

* Adjusted for timing and seasonality issues
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Employment growth and unemployment rate
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Consumer price inflation forecasts are moving around
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Official Cash Rate forecasts
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War impacts
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The Strait of Hormuz is closed to traffic
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Oil prices and refining margins have increased sharply
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With potentially profound impacts on global growth
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Significant upward pressure on fuel prices in the pipeline
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Significant increase in Agriculture costs
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Inflation scenarios 
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War risks are significant to GDP growth and inflation
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New Zealand is heavily dependent on fuel imports from Asia
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Fuel inventories at risk due to Hormuz closure
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A moderate level of trade with the GCC countries is at risk
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Oil prices to knock consumer confidence?
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Businesses could take a step back
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Episode
Q0 impact (pp vs 

pre-shock avg)

Avg impact Q+1–Q+3 

(pp vs pre-shock avg)

1973 Oil Crisis -2 -20

1979 Iranian Revolution 28.6 22.8

1980 Iran–Iraq War -13.8 -3

1990 Gulf War -27.5 -34.8

2003 Iraq War -7.4 -2.8

2011 Arab Spring 0 6.9

2014 ISIS escalation -7.2 1.4

2023 Israel–Gaza conflict 25.5 -15.3
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Questions?
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Key forecasts

Forecasts as at 13 March 2026
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Economic indicators

Dec-25 Mar-26 Jun-26 Sep-26 2024 2025 2026 2027

GDP 0.4 0.8 0.4 0.8 -1.6 1.6 2.8 3.0

GDP (annual average) - - - - -0.3 0.3 2.3 3.1

Consumer price index 0.6 0.6 0.9 1.0 2.2 3.1 2.8 2.1

Employment change 0.5 0.2 0.4 0.6 -1.3 0.2 1.9 2.5

Unemployment rate 5.4 5.4 5.3 5.2 5.1 5.4 5.0 4.5

Labour cost index (all sectors) 0.4 0.5 0.6 0.7 3.3 2.0 2.4 2.2

Current account balance (% of GDP) -3.4 -3.4 -3.5 -3.7 -4.7 -3.4 -3.8 -3.4

Terms of trade 0.9 -0.2 1.5 1.4 8.9 4.2 3.8 3.6

House price index -0.4 0.4 1.0 1.0 -1.0 -0.1 4.0 5.0

Financial forecasts

Dec-25 Mar-26 Jun-26 Sep-26 2024 2025 2026 2027

90 day bank bill 2.52 2.45 2.45 2.50 4.45 2.52 2.90 4.25

2 year swap 2.71 3.30 3.60 3.85 3.64 2.71 4.10 4.40

5 year swap 3.27 3.90 4.10 4.20 3.73 3.27 4.30 4.45

10 year bond 4.27 4.75 4.80 4.95 4.50 4.27 4.95 5.10

TWI 66.4 66.9 66.5 67.8 69.5 66.4 68.9 72.5

NZD/USD 0.57 0.59 0.59 0.61 0.59 0.57 0.62 0.67

NZD/AUD 0.87 0.82 0.82 0.84 0.91 0.87 0.85 0.91

NZD/EUR 0.49 0.51 0.50 0.51 0.55 0.49 0.52 0.55

NZD/GBP 0.43 0.44 0.44 0.44 0.46 0.43 0.45 0.48

Quarterly % change Annual % change

End of quarter End of year
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Please follow our research at the links below

Subscribe to 

Westpac IQ

LinkedIn: 

Kelly Eckhold

LinkedIn: 

Westpac NZ 

Economics Team
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analysis, estimates, judgements, assumptions, views, models, scenarios or projections used may turn out to be incorrect. 
These risks may cause actual outcomes to differ materially from those expressed or implied. The ESG-related statements 
in this material do not constitute advice, nor are they guarantees or predictions of future performance, and Westpac gives 
no representation, warranty or assurance (including as to the quality, accuracy or completeness of the statements). You 
should seek your own independent advice. 

Additional country disclosures: 

Australia: Westpac holds an Australian Financial Services Licence (No. 233714). You can access Westpac’s Financial 
Services Guide here or request a copy from your Westpac point of contact. To the extent that this information contains any 
general advice, it has been prepared without taking into account your objectives, financial situation or needs and before 
acting on it you should consider the appropriateness of the advice. 

New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which products and services are 
provided by either Westpac (NZ division) or Westpac New Zealand Limited (company number 1763882), the New Zealand 
incorporated subsidiary of Westpac (“WNZL”). Any product or service made available by WNZL does not represent an offer 
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. WNZL is not an authorised deposit-taking 
institution for the purposes of Australian prudential standards. The current disclosure statements for the New Zealand 
branch of Westpac and WNZL can be obtained at www.westpac.co.nz.

Singapore: 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 of this materia l 
in Singapore 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.
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Disclaimer cont.

Fiji: Unless otherwise specified, the products and services for Westpac Fiji are available from www.westpac.com.fj © 
Westpac Banking Corporation ABN 33 007 457 141. This information does not take your personal circumstances into 
account and before acting on it you should consider the appropriateness of the information for your financial situation. 
Westpac Banking Corporation ABN 33 007 457 141 is incorporated in NSW Australia and registered as a branch in Fiji. The 
liability of its members is limited. 

Papua New Guinea: Unless otherwise specified, the products and services for Westpac PNG are available from 
www.westpac.com.pg © Westpac Banking Corporation ABN 33 007 457 141. This information does not take your personal 
circumstances into account and before acting on it you should consider the appropriateness of the information for your 
financial situation. Westpac Banking Corporation ABN 33 007 457 141 is incorporated in NSW Australia. Westpac is 
represented in Papua New Guinea by Westpac Bank - PNG - Limited. The liability of its members is limited. 

U.S: Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the 
Comptroller of the Currency. Westpac is also registered with the US Commodity Futures Trading Commission (“CFTC”) as 
a Swap Dealer, but is neither registered as, or affiliated with, a Futures Commission Merchant registered with the US CFTC. 
The services and products referenced above are not insured by the Federal Deposit Insurance Corporation (“FDIC”). 
Westpac Capital Markets, LLC (‘WCM’), a wholly-owned subsidiary of Westpac, is a broker-dealer registered under the U.S. 
Securities Exchange Act of 1934 (‘the Exchange Act’) and member of the Financial Industry Regulatory Authority (‘FINRA’). 
In accordance with APRA's Prudential Standard 222 'Association with Related Entities', Westpac does not stand behind 
WCM other than as provided for in certain legal agreements between Westpac and WCM and obligations of WCM do not 
represent liabilities of Westpac. 

This communication is provided for distribution to U.S. institutional investors in reliance on the exemption from registration 
provided by Rule 15a-6 under the Exchange Act and is not subject to all of the independence and disclosure standards 
applicable to debt research reports prepared for retail investors in the United States. WCM is the U.S. distributor of this 
communication and accepts responsibility for the contents of this communication. Transactions by U.S. customers of any 
securities referenced herein should be effected through WCM.  All disclaimers set out with respect to Westpac apply 
equally to WCM. If you would like to speak to someone regarding any security mentioned herein, please contact WCM on 
+1 212 389 1269.   Investing in any non-U.S. securities or related financial instruments mentioned in this communication 
may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, 
the SEC in the United States. Information on such non-U.S. securities or related financial instruments may be limited. Non-
U.S. companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in 
effect in the United States. The value of any investment or income from any securities or related derivative instruments 
denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or 
adverse effect on the value of or income from such securities or related derivative instruments.

The author of this communication is employed by Westpac and is not registered or qualified as a research analyst, 
representative, or associated person of WCM or any other U.S. broker-dealer under the rules of FINRA, any other U.S. self-
regulatory organisation, or the laws, rules or regulations of any State. Unless otherwise specifically stated, the views 
expressed herein are solely those of the author and may differ from the information, views or analysis expressed by 
Westpac and/or its affiliates.

UK: The London branch of Westpac 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 (Financial Services 

Register number: 124586).  The London branch of Westpac is registered at Companies House as a branch established in 
the United Kingdom (Branch No. BR000106). Details about the extent of the regulation of Westpac’s London branch by the 
PRA are available from us on request.

This communication is not being made to or distributed to, and must not be passed on to, the general public in the United 
Kingdom. Rather, this communication is being made only to and is directed at (a) those persons falling within the definition 
of Investment Professionals (set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”)); (b) those persons falling within the definition of high net worth companies, unincorporated 
associations etc. (set out in Article 49(2)of the Order; (c) other persons to whom it may lawfully be communicated in 
accordance with the Order or (d) any persons to whom it may otherwise lawfully be made (all such persons together being 
referred to as “relevant persons”). Any person who is not a relevant person should not act or rely on this communication or 
any of its contents. In the same way, the information contained in this communication is intended for “eligible 
counterparties” and “professional clients” as defined by the rules of the Financial Conduct Authority and is not intended for  
“retail clients”.  Westpac expressly prohibits you from passing on the information in this communication to any third party.

European Economic Area (“EEA”): This material may be distributed to you by either: (i) Westpac directly, or (ii) Westpac 
Europe GmbH (“WEG”) under a sub-licensing arrangement.  WEG has not edited or otherwise modified the content of this 
material. WEG is authorised in Germany by the Federal Financial Supervision Authority (‘BaFin’) and subject to its 
regulation.  WEG’s supervisory authorities are BaFin and the German Federal Bank (‘Deutsche Bundesbank’).  WEG is 
registered with the commercial register (‘Handelsregister’) of the local court of Frankfurt am Main under registration number 
HRB 118483.  In accordance with APRA’s Prudential Standard 222 ‘Association with Related Entities’, Westpac does not 
stand behind WEG other than as provided for in certain legal agreements (a risk transfer, sub-participation and collateral 
agreement) between Westpac and WEG and obligations of WEG do not represent liabilities of Westpac.  Any product or 
service made available by WEG does not represent an offer from Westpac or any of its subsidiaries (other than WEG). All 
disclaimers set out with respect to Westpac apply equally to WEG.

This communication is not intended for distribution to, or use by any person or entity in any jurisdiction or country where 
such distribution or use would be contrary to local law or regulation.  

This communication contains general commentary, research, and market colour.  The communication does not constitute 
investment advice.  The material may contain an ‘investment recommendation’ and/or ‘information recommending or 
suggesting an investment’, both as defined in Regulation (EU) No 596/2014 (including as applicable in the United Kingdom) 
(“MAR”). In accordance with the relevant provisions of MAR, reasonable care has been taken to ensure that the material 
has been objectively presented and that interests or conflicts of interest of the sender concerning the financial instruments 
to which that information relates have been disclosed.

Investment recommendations must be read alongside the specific disclosure which accompanies them and the general 
disclosure which can be found here. Such disclosure fulfils certain additional information requirements of MAR and 
associated delegated legislation and by accepting this communication you acknowledge that you are aware of the existence 
of such additional disclosure and its contents.

To the extent this communication comprises an investment recommendation it is classified as non-independent research. It 
has not been prepared in accordance with legal requirements designed to promote the independence of investment 
research and therefore constitutes a marketing communication. Further, this communication is not subject to any prohibition 
on dealing ahead of the dissemination of investment research.
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