
NZ Government outlook weaker
The New Zealand Treasury released the 
Half Year Economic and Fiscal Update 
(“HYEFU”), outlining that the Government 
is facing greater budget deficits going 
forward. Based on the previous measure 
of the operating balance before gains and 
losses (“OBEGAL”), the deficit is forecast 
to remain until at least 2029, longer than 
the previous estimate of returning to 
surplus in 2028. The OBEGAL measure 
has been replaced with the Government’s 
new headline fiscal indicator, the 
operating balance before gains and 
losses excluding Accident Compensation 
Corporation (“ACC”) revenue and 
expenses (“OBEGALx”), which forecasts 
the Government to return to surplus 
by 2029, although both measures show 
weaker figures than forecast earlier 
this year. The Treasury advised against 
excluding ACC from the measure and will 
continue reporting OBEGAL as well as 
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OBEGALx.

Tax revenues over the next four years are 
projected to be NZD$13 billion lower 
than previously forecast. The Treasury 
expects economic growth going forward, 
with forecasts of real GDP growth at 0.5% 
and 3.3% for the 24/25 and 25/26 fiscal 
years respectively, with these forecasts 
most likely reflecting the assumption 
that interest rates will continue to fall, 
although expected growth forecasts 
further into the future were lower due to 
poor labour productivity.

Alongside the HYEFU, the New Zealand 
Government Bond programme has 
increased forecast borrowings to 
NZD$40 billion for the 24/25 fiscal 
year, an increase of $2 billion, with the 
programmes for the 25/26, 26/27, and 
27/28 fiscal years also having been 
revised higher by $4 billion, $6 billion, 
and $8 billion, respectively.

While the domestic backdrop is surely 
not helping the NZD, which tested 
0.5750 against the USD overnight, it 
shares its fate with the other commodity 
currencies. The AUD/USD is sitting at its 
weakest level in more than 12 months 
this morning, while the CAD/USD is not 
far off a 5-year low.  

White gold
Today’s dairy auction bought lower 
prices to the tune of a 2.8% drop. Whole 
and skim milk powder both fell 2.9%, 
while cheddar and mozzarella fell 
0.2% and 1.8% respectively. Butter fell 
0.6%. Although given the NZD’s recent 
weakness, this was only a total drop of 
0.7% in NZD terms.

The rest of the world
Retail sales in the US popped up 0.7% 
in the month of November, beating 
forecasts of 0.5%. This translates to an 
annual gain of 3.8% from the same month 
a year ago. On the flip side, industrial 
production slipped 0.1% in the month 
of November coming in below market 
expectations of a 0.2% rise. Translated 
to an annual figure, this is a drop of 0.9% 
from a year ago. 

To the north, Canada’s November CPI 
rate printed with no surprises. 1.9% was 
the expected and subsequently observed 
figure, which will allow the central bank 
to continue its planned easing at its next 
meeting in January. 

The UK’s unemployment rate remained 
at 4.3% in October, with the 3-month 
moving average employment change far 
higher than expected, up 173k compared 
to expectations of a reduction of 12k. 
Earnings excluding bonuses rose by a 
strong 5.2% in the October year.

The Eurozone trade balance came in 
lower than expected at a surplus of 
EUR6.8 billion against forecasts of 
EUR11.7 billion. Exports rose by 2.1% 
over the October year, while imports 
rose 3.2%.

In Australia, the Westpac-Melbourne 
Institute Consumer Sentiment Index fell 
by 2.0% yesterday to 92.8, indicating a 
pessimistic outlook going forward. The 

‘economic outlook, next 12 months’ sub-
index dropped 9.6% to 91.2, while the 

‘economic outlook, next 5 years’ sub-
index fell 7.9% to 95.9.
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