ot

bnz* MARKETS

The storm before

the calm

Stephen Toplis
October 2023

This document has been produced by Bank of New Zealand (BNZ). BNZ is a registered bank in New Zealand and is only authorised
to offer products and services.to customers in New Zealand. .

National Australia-Bank Limited (NAB) is not a registered bank in New Zealand, and is not-authorised to offer the products and
services described in this webinar in New Zealand.




Disclaimer [ ¥

The information in this publication is provided for general information purposes only, and is a summary based on selective information which may not be complete for your purposes.
This publication does not constitute any advice or recommendation with respect to any matter discussed in it, and its contents should not be relied on or used as a basis for entering
into any products described in it. Bank of New Zealand (“BNZ”) recommends recipients seek independent advice prior to acting in relation to any of the matters discussed in this
publication. Any statements as to past performance do not represent future performance, and no statements as to future matters are guaranteed to be accurate or reliable. To the
maximum extent permissible by law, neither BNZ nor any person involved in this publication accepts any liability for any loss or damage whatsoever which may directly or indirectly
result from any advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this publication.

Analyst Disclaimer: The Information accurately reflects the personal views of the author(s) about the securities, issuers and other subject matters discussed, and is based upon
sources reasonably believed to be reliable and accurate. The views of the author(s) do not necessarily reflect the views of the NAB group. No part of the compensation of the
author(s) was, is, or will be, directly or indirectly, related to any specific recommendations or views expressed.

BNZ maintains an effective information barrier between the research analysts and its private side operations. Private side functions are physically segregated from the research
analysts and have no control over their remuneration or budget. The research functions do not report directly or indirectly to any private side function.

BNZ Markets | Confidential to recipients X

bnz- | MARKETS




- The storm

Recession is real
Demand remains under pressure
International outlook weak

" Fiscal issues galore .
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Recession remains intact
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Despite surging population growth
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The REAL picture ain’t good
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Current conditions poor
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Consumer confidence recessionary
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So they are not spending
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Building consents in retreat
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Investment under pressure
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Global growth sub par

1‘:”” % change NZ's Trading-Partner Growth

o Merchandise Trade Weighted consensus

9 .

8 _

7 _

5 .

3 .

> N2 VAN W~

1 4

0 _

1 V

-2 4

-3 — — T T T T B E— — — T T
81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21 23 25

Source: Macrobond, Stats NZ, Consensus Economics, BNZ Quarterly

BNZ Markets | Confidential to recipients %
bnz* | maArkeTs



China’s downshift
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Government contraction a biggie
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They need to
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Gross debt climbing
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Net core crown debt frightening
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Does it really matter?

253 Government Debt 2022
| IMF Estimates
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- The calm

" » Capacity constraints easing
* Inflation peaking

 Rates peaking
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Easier to find staff
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As net migration soars
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Supply exceeding demand
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Turnover dropping
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Wage pressures ease
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Inflation falling
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Pricing intentions slump
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Our rate forecasts
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Policy shifts

Change RBNZ remit to abandon Maximum Sustainable Employment
Tax threshold changes; other tax credits : .

Remove large number of other taxes; reintroduce tax deductibility for landlords
~ Labour market
« Abandon plans for income insurance scheme
* Make migration easier
* Repeal fair pay legislation
* Restore 90 day trial period
Fiscal tightening v -
- Can'tbe bigger than Labour was already forecasting
‘Reduce climate chéngé costs for farmers
~* But overseas consumer wiII driVe this pr'o’éess :
* Fonterra maintains fight against emissions
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- Likely outcomes

Business confidence up
Investment activity up
Landlords benefit
- SMEs benefit
AgricUIture thinks it will benefit, but not much
Growth slightly higher

Inflation less clear due to supply side changes and reduced taxes acting as an o’ff,setlb
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- Conclusion

~* The worst is upon us
« But it will be some time before the world looks genuinely friendlier

* Keep flexible and informed
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