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RBNZ delivers dovish 50bp hike while Bank of Canada followed with 50bp lift 

• The RBNZ consulted their least regrets manual and hiked the OCR by 50bps to 1.50%, citing the need to move to a 
neutral stance sooner to reduce the risk of high inflation becoming more embedded. Importantly, the RBNZ did 
not convey an explicit tightening bias, with the April hike deemed to be consistent with their February MPS 
view. The RBNZ’s unease over the inflation outlook suggests a swifter pace of OCR hikes are coming.  We have 
revised our OCR outlook and now expect a 50bp hike in May (to 2.0%) followed by a gradual sequence of 25bp hikes 
and a 3.25% OCR peak. NZ yields and the NZD yields initially spiked but then fell after the RBNZ assessment. 
 

• Hot on the heels of the RBNZ, the Bank of Canada (BOC) hiked its overnight benchmark policy interest rate by 50bps 
to 1.0%. The BOC policy assessment was more strident than the RBNZ, signalling further hikes to offset soaring 
inflation (average of 5.3% in 2022) and with Governor Macklem signalling the intent to return rates to the “neutral 
range” of 2% to 3%.  Markets are betting this will occur quickly with a further 215bps of hikes priced in for 2022. The 
Bank also announced that it would now allow government bond amassed during the COVID-129 pandemic to roll off 
as they mature from April 25 (i.e. quantitative tightening).  The more pre-emptive move by the Bank saw the CAD 
and Canadian yields spike. 

 

• Despite the hawkish overtures of the Bank of Canada and strong US producer price data, short-term US Treasury 
yields retraced overnight (2Y 2.35%, 10Y 2.70%) as investors pared back FOMC rate hike bets, given earlier softer 
than expected readings for US core CPI inflation. This has dampened the earlier surge in European yields that 
followed the stronger than expected prints for UK headline (7.0% yoy) and core UK inflation (5.7% yoy). NZ swap 
yields were down 7-15bp across the curve (2Y 3.48%), with NZ 10-year bond yields back below 3½%. There were 
milder falls in Australian yields. 

 

• Also linked to lower global yields were concerns over the global outlook. Mounting COVID-19 cases in China and 
the lockdown in Shanghai have raised concerns over global demand and further disruption to global manufacturing 
production and supply chains. China’s March trade figures showed an unexpected 0.1% yoy contraction in imports 
(exports 14.9% yoy), with our CBA colleagues of the view further policy easing by the PBOC will be needed (likely via 
cuts to the Reserve Requirement Ratio for banks) to meet the Government’s 5½% growth target for 2022. This view 
was reaffirmed by subsequent comments by the Chinese State Council.  

 

• Lower yields provided a small boost to US equities whereas European bourses were little changed heading to the 
latest corporate earnings season. The Nasdaq jumped 2% with widespread gains underpinning the circa 1% gain in 
the SD&P500. The VIX “fear index” eased to 21.7. Commodity prices were generally up, helped by the weaker USD 
index overnight.  Near-term contract prices for oil jumped 3-4% for Brent (USD108) and WTI (USD104) with 
concerns of a supply deficit (possibly linked to the ongoing Ukraine conflict) despite the International Energy Agency 
cutting its forecasts for global oil demand.    

 

• Inflation data wrap:  NZ food prices rose 0.7% in March, with annual food pricing climbing to 7.6% its highest in 
more than a decade, with broad-based increases across the food basket. We have pencilled in a 7.3% Q1 print for 
annual CPI inflation to be released next week.  US headline (11.2% yoy) and core producer prices (9.2% yoy) were 
both firmer than expected. 

 

• FX Update:  The NZD initially spiked to 0.69 USD but then sharply fell after the RBNZ’s announcement, falling 
through 68 US cents last night, with the NZD down 1 Australian cent. NZD weakness continued overnight, with the 
NZD trading in a 0.6750 to 0.6820 USD range and the kiwi at the bottom of the G10 currency ladder and 91.1 
Australian cents. Sterling and the Canadian dollar were the major upside standouts. NZD direction will hinge on risk 
appetite and while markets have scaled back OCR hike expectations, high outright NZ yields and a strong export 
commodity price backdrop remain key NZD supports.  

 

• Day ahead:  REINZ housing data for March should show a post CCFA lift in volumes, but with annual house price 
inflation cooling. The manufacturing PMI follows at 10:30am. The Australian labour market is tight, with our CBA 
colleagues expecting the unemployment rate to fall to 3.9%, with a 40k gain in employment. The ECB is expected to 
hold its key policy interest rates and to continue with its tapered asset purchases. ECB hikes are not due until late 
2022/early 2023 according to our CBA colleagues. US retail sales (mkt: 1.0% mom), jobless claims and the University 
of Michigan survey highlights US data tonight, with FOMC’s Williams and Mester on the media wires.   
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Currencies Currencies Commodities Equities

NZD/USD 0.6792 -0.9% NZD/SEK 6.448 -1.1% NZX WMP 4260.0 -0.2% Dow 34555 1.1%

NZD/AUD 0.9121 -0.8% NZD/DKK 4.642 -1.4% Gold $/o 1977.5 0.5% S&P 500 4453 1.2%

NZD/EUR 0.6240 -1.4% NZD/THB 22.8 -1.0% WTI Oil $/b 104.3 3.6% NASDAQ 13644 2.3%

NZD/JPY 85.35 -1.7% AUD/USD 0.7447 -0.1% Money Market (%) FTSE 7581 0.1%

NZD/GBP 0.5181 -1.7% EUR/USD 1.089 0.5% 90 Day BB 1.78 0.07 CAC-40 6542 0.1%

NZD/CAD 0.8536 -1.5% USD/JPY 125.7 0.2% OCR 1.00 0.00 DAX 14076 -0.3%

NZD/CHF 0.6349 -0.6% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21374 0.3%

NZD/HKD 5.324 -0.9% NZ 3.46 -0.09 1yr 2.98 -0.03 Nikkei 26843 1.9%

NZD/SGD 0.9255 -1.0% US 2.70 -0.02 2yr 3.48 -0.15 ASX200 7479 0.3%

NZD/CNH 4.332 -1.4% Aust 3.08 -0.01 5yr 3.64 -0.12 NZX50 11875 0.0%

mailto:nick.tuffley@asb.co.nz
mailto:chris.tennent-brown@asb.co.nz
mailto:nathaniel.keall@asb.co.nz
mailto:caro.phillips@asb.co.nz
https://reports.asb.co.nz/index.html
https://twitter.com/ASBMarkets
https://www.asb.co.nz/documents/economic-research.html

