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Face value
GDP rose 0.8% in Q4

•	 GDP grew by 0.8% in the December 2014, in line 
with market expectations and slightly ahead of  
our forecast.

•	 The services sectors, particularly retail, were the 
main drivers of growth, while the primary sectors 
were unable to repeat their September quarter surge.

•	 With no unusual details for the quarter, we feel we 
can take today’s result at face value: the economy 
has continued to outstrip its long-run potential 
growth pace.

As expected, the New Zealand economy ended 2014 on as 
strong a note as it began. GDP rose by 0.8% in the December 
quarter, which was a touch higher than our forecast, but was 
accompanied by a slight downward revision to the September 
quarter. The annual average growth rate topped the 3% mark 
for the first time since December 2007, just before the Global 
Financial Crisis reached full force.

We’d take today’s figures as a fair representation of how the 
economy has been tracking: growth of 0.8% a quarter, or 
more than 3% annually, would be above anyone’s estimate of 
the economy’s long-run potential growth rate. A continuation 
of this pace of growth would eventually put a strain on the 
nation’s resources and, one could reasonably expect, lead to 
higher wage and price inflation.

Of course the picture won’t be quite so straightforward in 
the near term. The effects of dry weather will weigh on GDP 
growth over the first half of the year (though we’ve recently 
softened our estimate of the impact), while providing a boost 
to growth later in the year as farm output recovers. That dip 
in the pace of growth will probably have little bearing on the 
degree of inflation pressure in the economy. But a temporary 
run of soft data would encourage those in the market who are 
speculating on the Reserve Bank cutting the OCR.

Turning to the details, the production measure of GDP rose 
0.8% for the December quarter, while the more volatile 
expenditure measure rose by 1.1%. As we expected, the surge 
in primary sector activity in the September quarter proved to 
be temporary, while the services sector took over again as the 
main engine of growth.

Agricultural production was about flat for the December 
quarter, after a downwardly revised 3.5% rise in the 
September quarter. Milk production was down about 2%, and 
is set for a much sharper fall over the first two quarters of 
this year due to the dry weather over much of the country. 
Meanwhile, mining output was down 1.5%, partly unwinding 
an exploration-led 5.9% jump in the September quarter (which 
was also revised down from 8% previously). Forestry saw a 
4.2% rise, recovering some of the drop in harvesting earlier in 
the year when log prices fell sharply.

Key results

Actual Q4 expectations

Q4 Q3 Westpac Market

GDP q/q 0.8 0.9 0.7 0.8

GDP ann % chg 3.5 3.2 3.2 3.3

GDP ann avg % chg 3.3 2.9 3.2 -
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Manufacturing rose by 1.0%, following a 1.9% rise in the 
September quarter. This was stronger than we expected, 
although the surprise was due to a 5% jump in petroleum and 
chemical manufacturing (the one segment where we don’t 
have a good indicator).

Retailing made one of the biggest contributions to growth, 
with a 2.3% rise for the quarter including a 3.4% rise in the 
hospitality sectors. That coincides with a reported 15% rise in 
overseas visitor spending in the quarter, which also showed up 
in yesterday’s current account figures.

As anticipated, we saw strong gains in finance and real estate 
services, up more than 1% each as house sales rebounded 
after the September election; a strong lift in communications 
(probably due to improved broadband data offerings); and a 
rebound in professional services after an unexpected dip in 
the previous quarter.

One area that has continued to surprise us is the public 
sector, on both the production measure (up 1.5% for the 
quarter and 4.3% on a year ago) and on the final expenditure 
measure (0.6%qtr, 3.2%yr). We tend to defer to the Treasury’s 
forecasts of how the fiscal accounts will translate through to 
the national accounts, but a persistent gap has opened up 
in recent times: the government’s direct contribution to GDP 
growth has been much greater than the aura of ‘austerity’ and 
spending restraint would suggest.

One important aspect of today’s GDP report provides reason 
for caution: real gross national disposable income (RGNDI), 
a measure that takes account of changes in New Zealanders’ 
purchasing power, fell by 0.5% in the December quarter, the 
first quarterly decline since June 2012. That’s largely a by-
product of the terms of trade, with export prices falling 1.7% 
over the quarter. This measure of economic performance was 
a standout over 2014, reaching a record high of 6.5% annual 
growth in June and still running at 5% annual growth by the 
end of the year. But the growth of this measure is set to slow 
significantly this year, which will have some knock-on effects 
for real economic activity.

Michael Gordon 
Senior Economist

GDP growth, annual average
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you. We may at times use technology to capture data about you to help us to better 
understand you and your needs, including potentially for the purposes of assessing 
your individual reading habits and interests to allow us to provide suggestions 
regarding other reading material which may be suitable for you.

If you are located in Australia, this material and access to this website is provided to 
you solely for your own use and in your own capacity as a wholesale client of Westpac 
Institutional Bank being a division of Westpac Banking Corporation ABN 33 007 457 
141 AFSL 233714 (‘Westpac’). If you are located outside of Australia, this material and 
access to this website is provided to you as outlined below.

This material and this website contain general commentary only and 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 and this website 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 warrants the accuracy, adequacy or 
completeness of the information, or otherwise endorses it in any way. Except where 
contrary to law, Westpac and its related entities intend by this notice to exclude liability 
for the information. The information is subject to change without notice and none of 
Westpac or its related entities is under any obligation to update the information or 
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contained in this material and this website does not constitute an offer, a solicitation of 
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performance. The forecasts given in this material and this website are predictive in 
character. Whilst every effort has been taken to ensure that the assumptions on which 
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assumptions or by known or unknown risks and uncertainties. The ultimate outcomes 
may differ substantially from these forecasts.

Transactions involving carbon give rise to substantial risk (including regulatory 
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. Statements setting out a concise description of the 
characteristics of carbon units, Australian carbon credit units and eligible international 
emissions units (respectively) are available at www.cleanenergyregulator.gov.au as 
mentioned in section 202 of the Clean Energy Act 2011, section 162 of the Carbon 
Credits (Carbon Farming Initiative) Act 2011 and section 61 of the Australian National 
Registry of Emissions Units Act 2011. You should consider each such statement in 
deciding whether to acquire, or to continue to hold, any carbon unit, Australian carbon 
credit unit or eligible international emissions unit.

Additional information if you are located outside of Australia

New Zealand: The current disclosure statement for the New Zealand division of 
Westpac Banking Corporation ABN 33 007 457 141 or Westpac New Zealand Limited 
can be obtained at the internet address www.westpac.co.nz. Westpac Institutional 
Bank products and services are provided by either Westpac Banking Corporation 
ABN 33 007 457 141 incorporated in Australia (New Zealand division) or Westpac 
New Zealand Limited. For further information please refer to the Product Disclosure 
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Download the Westpac NZ QFE Group Financial Advisers Act 2008 Disclosure 
Statement at www.westpac.co.nz.

China, Hong Kong, Singapore and India: 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 is subject to 
supervision by the Hong Kong Monetary Authority. Westpac Hong Kong branch also 
holds a license issued by the Hong Kong Securities and Futures Commission (SFC) 
for Type 1 and Type 4 regulated activity.
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Branch holds a banking license from Reserve Bank of India (RBI) and subject to 
regulation and supervision by the RBI.
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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. 
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The author of this communication is employed by Westpac and is not registered or 
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