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Monthly prices offer no major surprises

e Monthly prices mostly as expected

e But round our annual Q3 CPI forecast up

¢ We now see it at 3.8% y/y

e Ahead of 4.2% y/y in Q4

¢ RBNZ forecast 3.9% y/y for both Q3 and Q4

This morning’s August Selected Price Indexes were
generally close to our expectations, although marginally
firmer all things considered.

The mild upside surprise is enough to nudge our estimate
for annual CPI inflation up to 3.8% in Q3 although, due to
the vagaries of rounding, our quarterly pick remains
unchanged at 0.7% q/q.

A bunch of the monthly indicators were very close to our
expectations. Food prices rose 0.3% m/m in August, close
to the 0.2% we had pencilled in. Rents were flat on month,
matching our prior. And domestic airfares fell 10.9% m/m,
partially unwinding a large increase the previous month,
and close to our best guess for this volatile component.

The volatile components sprung a few surprises as tends to
be the case. International airfares rose firmly, against a
typical seasonal decline, to be up 21.5% y/y. That said,
higher airfares make sense to us. It just takes time for
changes to show up in the data given measurement
methods.

The upside surprise in the month was partially offset by a
6.3% m/m decline in the price of overseas accommodation
pre-paid in NZ.

Petrol and diesel prices were also very close to our
expectations, rising 2.0% m/m and 8.6% m/m respectively.
Relative to a year ago, petrol prices were 17.9% higher and
diesel prices were up a whopping 45.8%.

We caution these gains are only the start of another
significant lurch higher. Indications for fuel prices in
September-to-date suggest hefty gains for the month,
following large price increases in crude oil and refined
product prices as well as a softening in the NZ dollar. Such
things are why we are already forecasting annual inflation
to lift to 4.2% in Q4 this year. Today’s data does not alter
that expectation, but it tilts the balance of risk around it a
touch more to the upside.

Q3 CPl is published a few days before the RBNZ's October
meeting. We see annual inflation a tick below the 3.9% y/y
the Bank published in its September MPS. Our estimate is
still dependent on September’s monthly indicators and the
roughly half of the other CPl components that are not
covered in the monthly data.

Of more concern is that, if we were right on Q4 annual CPI
inflation lifting to 4.2%, it will be a meaningful 0.3% above
the RBNZ’s published forecast of 3.9%. And a softening NZ
dollar threatens to keep inflation elevated for longer than
the RBNZ had factored in.

It is the accumulation of upside risks to medium term
inflation that we think will be of concern to the monetary
authorities. And is why we think the Bank will continue to
remove monetary stimulus ahead.

The RBNZ can look through short term relative price
shocks. But the longer these persist the more difficult it is
to do so.

The longer headline inflation is elevated the more likely it
is to influence inflation expectations and firms’ pricing
behaviour. These are factors that the RBNZ has indicated
are important for policy decisions.

Renewed pain at the pump

Aerange Fuel Inflation
120 4
100 +
80

60 1

40

2:7/\\/\ /rjv\/\\ A /\
\~/ W/ '

N

20 4

-40
Jan-19 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25 Jan-26

Source: BNZ, Stats NZ

doug_steel@bnz.co.nz

www.bnz.co.nz/research

Page 1


mailto:doug_steel@bnz.co.nz

Economy Watch 18 September 2026

Contact Details

BNZ Research

Stephen Toplis Doug Steel Jason Wong Stuart Ritson India Power
Head of Research Senior Economist Senior Markets Strategist ~ Senior Interest Rate Strategist Economist

Mike Jones
BNZ Chief Economist

Main Offices

Wellington Auckland Christchurch

Level 2, BNZ Place 80 Queen Street 111 Cashel Street

1 Whitmore St Private Bag 92208 Christchurch 8011
Private Bag 39806 Auckland 1142 New Zealand
Wellington Mail Centre New Zealand Toll Free: 0800 854 854
Lower Hutt 5045 Toll Free: 0800 283 269

New Zealand

Toll Free: 0800 283 269

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.

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. The Research analyst might have received help from
the issuer subject in the research report.

New Zealand: 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 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.

Neither Bank of New Zealand 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.

USA: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not intended as an offer or solicitation for the purchase or sale of any
securities, financial instrument or product or to provide financial services. It is not the intention of nabSecurities to create legal relations on the basis of information provided herein.

www.bnz.co.nz/research Page 2



