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Economic Growth

1 GDP grew by 2% through 2010 but
slowed to 1% after the earthquakes late
last year and in 2011.

1 Both private sector consumption and
public consumption have expanded by
2% during the past year.

I Investment has been the most rapidly
growing component of expenditure
during the past year, rising by 4. The
growth was entirely in non-residential
investment.

1 Rising investment has been mirrored in
rising imports. Net trade has been a
substantial negative influence on GDP
growth during the past two years.

9 High commodity prices have lifted the
terms of trade and boosted export
incomes and GDP.

Consequences of Economic Growth

1 International trade has been harmed by
the high exchange rate. Nevertheless,
high export prices have helped the trade
balance move into surplus.

A substantial net investment income
deficit has contributed to the current
account being in deficit by 4% of GDP.

9 Capacity utilisation has  dropped
following the earthquakes and is at the
lower end of the range of the past
couple of decades.

9 Employment has rebounded from its
decline in 2008/2009 and has increased
by 2% during the past twelve months.

1 Unemployment has been stable near
6.5% during the past couple of years.
This is up from the very low levels of
previous years and firms report that the
availability of labour is less of a
constraint now than in the mid 2000s.
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Real GDP
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Sep-10 Dec-10Mar-11 Jun-11
Consume 2.2 18 1.9 1.9
Govt 3.8 4.4 3.1 1.8
Invest 4.8 10.2 9.2 3.9
Stocks* 2.8 1.6 -0.4 1.6
Exports -0.3 2.4 2.0 1.1
Imports 11.3 135 7.6 8.6
GDP 2.3 22 15 14
* Stocks are contribution to growth
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Inflation

9 Consumer price inflation has moved well
abovet he RBNZB% sarget fange,
pushed by higher energy prices and a
rise in indirect taxes.

9 Both domestic inflation and tradable
goods inflation have accelerated
towards 6% in the past year.

9 Wages have accelerated in the past
year. Although 3% nominal wage
inflation implies that real wages have
declined, reductions in direct taxes have
compensated for the apparent decline.

1 Labour productivity was stagnant during
the past year so unit labour costs have
risen by 3% in line with nominal wages.

9 Firms have reported that skilled labour
has become more difficult to find in the
past year, although not as difficult as it
was during most of the 2000s.

Government Policy

9 After a long period of surpluses, the
government ran deficits in 2009/2010.

9 Previous fiscal surpluses allowed the
government to reduce debt to 25% of
GDP and build up international assets.

9 The earthquakes have been met with a
substantial easing of fiscal policy and
deficits are likely to be sizeable in 2011
and 2012.

9 The central bank eased monetary policy
in response to the February 2011
earthquake. With the Overnight Cash
Rate at 2.5%, policy settings are very
faccommodativea

9 The New Zealand dollar is high in trade-
weighted terms having quickly
rebounded from the fall of 2008.

Other Developments

1 Household savings rates have risen but
are still negative and are far below those
in most other countries.

1 Business confidence has remained
elevated through 2011 suggesting that
economic activity may have rebounded.

1 Residential investment has been very
low during the past year. When seismic
activity ceases and allows rebuilding to
commence, construction activity is likely
to be high for an extended period.
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