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Inflation Has Surprised
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Core Inflation Elevated Too
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Inflation Expectations Have Jumped
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Pricing Intentions Elevated
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Capacity Pressures Intensifying

Devn from : Annual %
rond Consumers Price Index change

3.0 - 6.0
2.5 - - 5.0
2.0 -

40
15 CPI (rhs)
o - 3.0
0.5 j - 2.0
0.0 - - 1.0
-0.5 -

- 0.0
-1.0 -
s - 1.0
_20 '20

94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18

Source: NZIER, BNZ Quarterly
onz [N

© BNZ 2017 | PRIVATE & CONFIDENTIAL | BNZ MARKETS



Unemployment Low
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Labour Shortages Intensify
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Fiscal Easing On Its Way

% of GDP Core Fiscal Balance and Net Debt o of GDP
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Near-Record High Terms Of Trade
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But RBNZ Sees

* Global uncertainty
 Heightened lending rates

e Tighter credit conditions

* Moderating housing market

* Limited wage inflation
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Is This Degree Of Stimulus Warranted?
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Cash Rate To Rise
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And The Market Knows It
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Disclaimer

This publication has been provided for general information only. Although every effort has been made to ensure

this publicationis accurate the contents should not be relied upon or used as a basis for entering into any productsdescribed
in this publication. To the extent that any information or recommendationsin this publication constitute financial advice, they
do not take into account any person’s particular financial situation or goals. Bank of New Zealand strongly recommends
readers seek independent legal/financial advice prior to actingin relationto any of the matters discussed in this publication.
Neither Bank of New Zealand nor any person involved in this publicationaccepts any liability for any loss or damage
whatsoever may directly orindirectly result from any advice, opinion, information, representation or omission, whether
negligent or otherwise, containedin this publication.



