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Our latest report shows how construction markets across Australia and New Zealand are adjusting to evolving economic conditions. Interest
rate expectations, labour market tightness, and shifting infrastructure priorities continue to influence confidence heading into 2026. While
Australia is experiencing steady activity in emerging growth areas, New Zealand is beginning to stabilise after a prolonged period of
volatility.

Prlvate IHVeStmth Strengthens Construction activity held steady through Q4, underpinned by public investment in health,

education and utilities. Structural shifts are becoming more pronounced, with energy

AUStralla,S COHSthCthH OUthOl( Infrastructure and data centres emerging as key growth areas, while major road and rall

programmes soften as large projects reach completion. Residential activity shows early

Australia's economy grew by 0.4% in the September quarter and 2.1% over the year, signs of recovery, supported by planning reforms, a rise in dwelling approvals and
supported by strong domestic demand and the fastest rise in private investment since targeted incentives. Despite stable momentum, labour shortages and delivery capacity
2021. Growth slowed slightly from early 2025 due to inventory drawdowns and weaker constraints continue to challenge the market heading into 2026.

net trade, although household spending and business investment remained resilient.

POhCY Support hﬁs Conﬁdence aCI'OSS The Reserve Bank lowered the Official Cash Rate to 3.0% in August, with further cuts

expected to support demand. While construction consents remain flat, infrastructure

NeW Zealand’S economy Investment is projected to strengthen ahead of the 2026 election. Labour shortages

persist, with targeted migration and apprenticeship programmes aimed at helping to

New Zealand's economy contracted by 0.9% in the June quarter, marking the third rebuild capacity. Although near-term growth is limited, policy adjustments and public
decline in five quarters. Activity remains subdued across construction, manufacturing and sector investment are expected to support a gradual recovery.

services, however recent interest rate cuts and easing inflation are helping to stabilise

conditions.



Economy rebounds

Australia posts strongest
orowth in two years, but
persistent inflation and a
tight labour market
trigger rate hike.

Figure 1

Fm

RN Ty ¢
$50 R O 8100 1 1

l ;i,lfl'f;u

Australia's economy grew 0.4% in the September quarter and 2.1% over the year. Growth momentum, however,
eased during the quarter, weighed down by a decline in inventories as businesses ran down stock to support
exports, and from net trade, with imports rising faster than exports. Despite this softening, overall activity was
underpinned by strong domestic demand. Domestic final demand grew by 1.2%, up from 0.5% in the previous
quarter, driven by stronger private investment and continued growth in household consumption.

Private investment recorded its fastest growth since March 2021, led by business spending on machinery, equipment
and major data centres in New South Wales and Victoria. Household consumption, while down from the previous
guarter, continued to expand, supported by spending on insurance, electricity, gas, rent, healthcare and food. The
savings rate rose to 6.4%, indicating households have been able to spend and save as income growth normalises,
further enhanced by several interest rate cuts earlier in the year.

Inflation rose to 3.8% in December, up from 3.4% in November. The brief November dip proved temporary, with a

strong rebound in December underscoring the persistence of underlying inflation. Housing remained the largest
contributor to annual inflation, driven by higher electricity costs associated with the timing of government rebates.
Inflation across both goods and services picked up, with services inflation rising to 4.1%, up from 3.6% in November,
driven primarily by domestic travel, accommodation and rents. Core inflation edged up to 3.3%, from 3.2%, remaining
above the Reserve Bank of Australias 2 to 3% target band.

Unemployment fell to 4.1% in December, down from 4.3% in November, marking the lowest rate in seven months.
Trend measures, which smooth month-to-month volatility, also tightened, edging down to 4.2% from 4.3%.
Employment rose by 65,200 in December, reversing November's weaker outcome.

he renewed lift in underlying inflation and the continued tightness in the labour market were key factors behind the
RBASs decision to raise the cash rate in February 2026. The Bank highlighted that stronger-than-expected private
demand, rising capacity pressures, and ongoing momentum in the housing market as contributors to persistent
Inflation. Labour market conditions remain tighter than anticipated, with unemployment lower than expected and
underutilisation still at low levels. These dynamics, combined with uncertainty about how restrictive current policy
settings are, strengthened the case for the February rate increase.

Looking ahead, Australia's economic outlook appears to be gradually improving. A rebound in private-sector activity,
rising consumer confidence and growing house prices are supporting momentum. Domestic demand is likely to
remain a key growth driver, though its strength will depend on the trajectory of household spending and business
Investment trends. Inflation remains above target and poses a potential constraint, particularly if price pressures
prove persistent. Jobs growth has moderated and wage gains have softened, while global uncertainty adds further
downside risk. Monetary policy is expected to remain cautious, with the RBA keeping open the option for further rate
hikes in the coming months, should conditions warrant.

Economic indicators - movement (%) or index value where stated

GDP growth (QoQ)

GDP growth (YoY)

Inflation rate (YoY)

Unemployment rate

Business Confidence Index

Retail sales (YoY)*

Interest rate

Source: Australian bureau of statistics

Latest period Previous period

0.4 0.7

June 2025 — September 2025 March 2025 — June 2025
2. 1.8
September 2024 — September 2025 June 2024 - June 2025
3.8 3.4
December 2024 — December 2025 November 2024 — November 2025
4] 4.3
December 2025 November 2025
1.0 6.0
November 2025 October 2025
0.0 1.3
October 2024 — October 2025 September 2024 — September 2025
3.85 3.60
February 2026 August 2025

*Based on ABS Monthly Household Spending Indicator, which replaced the discontinued Retail Trade series.

Figure 2:
AUD / USD performance
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Source: Reserve Bank of Australia

Figure 3:

AUD forex forecasts
o | o | oo oo | awn
USD 072 0.73 0. 73 0.73 0.71
GBP 0.50 0.50 0.50 0.50 0.2
EUR 0.58 0.58 .57 .57 0.58
YUAN 497 4.96 4.96 4.96 5.00

Source: Turner & Townsend ANZ market intelligence report Q4 2025



Economy rebounds across most

SECtOrS

New Zealand’s economy
rebounds across most
sectors as rate cuts begin
to drive activity but
easing cycle appears
close to ending.

Figure 4:
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New Zealand's economy grew 1.1% In the September quarter, rebounding from a 1.0% decline in June and
outperforming most forecasts. Growth was broad-based, with 14 of 16 industries recording increases, and
Improvements evident in retail spending, manufacturing and construction. This marks a significant turnaround for the
economy following its 2024 recession.

However, volatility remains a concern. Over the past five quarters, the economy has swung sharply, posting growth of
more than 1.0% in two quarters, while contracting by 1.0% or more in two others.

Monetary policy has played a key role in supporting the recovery. The Reserve Bank of New Zealand (RBNZ) cut the
Official Cash Rate from 5.5% in August 2024 to 2.25% in November 2025 to stimulate activity. These reductions are
beginning to ease mortgage repayments, boosting household spending.

Signs of improvement in household finances are emerging, with real gross national disposable income up 0.7 % in Q3
and real income per capita rising 0.5%. However, the rate-cutting cycle appears to be nearing its end, with the RBNZ's
central projection indicating no further reductions in 2026.

Business investment is also showing renewed optimism. Gross fixed capital formation rose 3.2%, driven by a 3.6%
Increase in business investment, including a 4.9% rise In plant, machinery and equipment, and a 15.7% surge In
transport equipment.

Annual inflation rose to 3.1% in the December quarter from 3.0% In the September quarter, placing it above the RBNZ
target range of 1to 3% and higher than the Bank's November forecast of 2.7%. This stronger than expected outcome
reinforces the view that the easing cycle has effectively ended, with inflation pressures proving more persistent than

anticipated.

Labour market conditions remain soft but show early signs of stabilisation. The unemployment rate increased to 5.3%
In the September quarter, and forward indicators suggest it will remain close to this level in the near term.
Employment was flat in the third quarter after four consecutive quarters of decline and remains around 0.6% lower

than a year earlier, indicating that spare capacity is still present in the economy and that labour demand remains
subdued.

Persistent labour market weakness over the past two years has driven higher outward migration from New Zealand,
particularly to Australia. Regional disparities in housing and labour markets have also likely encouraged internal
migration. Outward migration is expected to ease as the economy and labour market recover, with net migration
projected to return toward long-run trends.

Economic indicators - movement (%) or index value where stated

GDP growth (QoQ)

GDP growth (YoY)

Inflation rate (YoY)

Unemployment rate

Business Confidence Index

Retail sales (YoY)*

Interest rate

Source: Statistics.NZ

Latest period Previous period

1.1 -1.0

June 2025 - September 2025 March 2025 - June 2025
1.3 -1
September 2024 - September 2025 June 2024 - June 2025
3] 3.0
December 2024 — December 2025 September 2024 - September 2025
0.3 0.2
September 2025 June 2024
/3.6 6/]1
December 2025 June 2025
0.5 1.3
December 2024 — December 2025 September 2024 - September 2025
2.25 2.50
November 2025 October 2025

* data refers to electronic card transactions as per Statistics.NZ, with previous data adjusted.

Figure 5:
NZD / USD performance
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Source: Reserve Bank of New Zealand

Figure 6:

NZD forex forecasts
e | o | s | _ov | _aon
USD 0.60 0.60 0.60 0.60 0.01
GBP 0.45 0.46 0.45 0.46 0.45
EUR 0.51 0.51 0.51 0.52 0.52
YUAN 4.26 4.30 4.27 4.3 423

Source: Turner & Townsend ANZ market intelligence report Q4 2025



Market shows gradual
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Australia’s construction
market shows gradual
momentum, as AUKUS
and critical mineral deals
drive new opportunities
amid ongoing workforce
and cost challenges.
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Construction activity across Australia remained steady in the fourth quarter. However, the pace and distribution of
growth remain uneven due to sector-specific headwinds such as elevated construction costs and global economic
uncertainty. This trend has persisted in recent quarters.

Public investment in health, education and utilities continues to underpin activity, while there is a noticeable shift away
from road and rall projects toward energy infrastructure and data centres, where private funding plays a larger role.
Queensland and Western Australia maintain the strongest growth prospects nationally, though both states remain in a
holding pattern as budget allocations and spending timelines are finalised. Early signs of progress are emerging, with
procurement activity beginning on several major projects, suggesting momentum may soon build.

The residential sector is showing signs of increased activity, with a rise in dwelling approvals across multiple markets,
more work on new and existing homes and commencements in apartment projects. Growth remains uneven,
reflecting state-specific policy responses as governments roll out initiatives to stimulate buyer demand and boost
housing supply through planning reforms and targeted incentives. Build-to-rent developments and student
accommodation projects are also gaining traction, supported by these policy shifts and evolving market dynamics.

Recent developments under the AUKUS Trilateral Pact and the Critical Minerals Agreement are expected to deliver
considerable benefits for Australia's construction sector over the medium-term. Large-scale defence programmes are
already driving activity in Western Australia and South Australia, while initiatives tied to the critical minerals deal are
anticipated to materialise across several states over the longer-term horizon.

Labour shortages will continue to constrain market capacity, presenting a critical challenge in securing adequately
skilled workers to meet delivery requirements in high-demand regions. Anticipated demand from growth sectors,
particularly energy and data centre projects, will place additional strain on an already constrained workforce.
Shortages are expected to be most acute in specialised trades and technical roles.

Material costs remain stable, and there has been no significant impact on material or shipping costs, although oll
prices have fluctuated in response to political uncertainty. So far, these movements in oil markets have had limited
pass-through effects on construction input costs, but they have introduced a degree of uncertainty.

Figure 7.
Australia construction cost escalation
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Source: Turner & Townsend ANZ market intelligence report Q4 2025






























