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STATE OF THE ECONOMY 

Economic growth in New Zealand is forecast to grow from 
1.2 per cent in 2025–26 to 2.3 per cent in 2026–27. 
 
Inflation is forecast to be 4 per cent through to June 2026 
and is forecast to decline to below 2 per cent by mid-2027. 
 
Business investment is forecast to remain consistent 
through 2026 before accelerating in 2027 as the economy 
recovers. 
 
Employment to grow 0.3 per cent in 2026 before climbing to 
2 per cent in 2027.  
 
The unemployment rate is forecast to increase from 5.2 per 
cent in 2025 to 5.5 per cent in 2026 before falling to 5 per 
cent in 2027.  
 

A net operating deficit is forecast of $11.9 billion (2.6 per 
cent of GDP) in 2026 and is expected to decrease to a deficit 
of $11.4 billion (2.4 per cent of GDP) in 2027. 
 
Net core Crown debt is forecast to reach $191.8 billion in 
2026 growing to $216.5 billion in 2027.  
 
Core Crown revenue is expected to increase to $133 billion 
by 2027.  
 
Government expenditure is expected to increase to $147 
billion in 2027 and continue to climb to $167 billion over the 
forward estimates.  
 
$11 billion in transport infrastructure investment is outlined 
in the 2026-27 budget. 
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 New Zealand Budget Overview 3 

TRANSPORT INFRASTRUCTURE 

The 2026-27 budget outlines $11 billion in transport investment with the majority set aside for land transport 
- $9.34 billion for roads and $1.44 billion for rail. The majority of government expenditure is targeted towards 
major project funding, ongoing program delivery, and works to respond to and improve network resilience in 
light of recent severe weather events. 
 

• $1.77 billion for the new Cambridge to Piarere Expressway to be designated as a road of national 
significance 

• $609 million for the Rail Network Investment Programme 

• $593 million of equity investment in KiwiRail to improve the national freight network 

• $400 million for state highway resilience upgrades 

• $151.9 million for capital costs of Auckland City Rail Link 

• $149 million for state and local roads affected by 2023 North Island severe weather 

• $52 million for housing infrastructure loans to support housing enabling infrastructure 

• $46.7 million grant to local councils for Lower North Island Passenger Rail Network Improvements 

• $41 million for state and local roads affected by 2026 severe weather 

• $32 million for climate resilience road upgrades 

• $57 million for transport decarbonisation projects 

• $12 million for KiwiRail to undertake public safety and policy initiatives 

• $9 million for Road User Charging investigations and management 

• $9 million for the Transport Accident Investigation Commission 

• $395,000 for KiwiRail operational improvements in advance of Auckland City Rail 
 
In addition to the above, the Government has outlined further expenditure as part of its wider fuel response 
strategy. 
 

• $150 million to boost strategic fuel reserves 

• $450 million set aside for potential additional fuel response measures (if required)  
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