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RBNZ and the complicated issues of housing 

On Friday the RBNZ provided the Minister of Finance its fuller response to his request to look into how the RBNZ and 
Government could “work together to address the issue of rising house prices”. That request had included a suggestion that 
“avoiding unnecessary instability in house prices” could be added to the monetary policy remit. The RBNZ’s view is that if 
house prices was added to its policy remit, it would be better adding it to its financial policy remit rather than its monetary 
policy remit.  For monetary policy, there is the risk that added focus on house price could lead to trade-offs in growth and 
employment outcomes through interest rates potentially being higher than overwise.  Our thoughts on the issues can be 
read here.   

European sharemarkets closed lower on Friday. The pan-European STOXX 600 index fell 0.8% and was down 1% over the 
week. Shares of drugmaker Sanofi slid 4% after it said its COVID-19 vaccine candidate showed an insufficient immune 
response in clinical trials. The German Dax index lost 1.4% and the UK FTSE shed 0.8% on worries over a no-deal Brexit.  

US sharemarkets were mixed on Friday as COVID-19 cases rose, the outlook for additional fiscal stimulus remained 
uncertain, and some stock-specific news weighed on sentiment. The suspension of indoor dining in New York City 
dampened sentiment, even as a key US Food and Drug Administration advisory panel recommended the approval of Pfizer 
(-1.5%) and BioNTech's (-1.7%) COVID-19 vaccine for emergency use. Qualcomm shares slumped 7.4% following reports 
that Apple has started building its own cellular modem for future devices. Tesla shares fell 2.7% after a broker downgrade. 
But Walt Disney shares surged 13.6% after announcing a new streaming line-up. While the Dow Jones index closed up 
0.2%, the S&P 500 index ended lower by 0.1% and the Nasdaq index fell by 0.2%. Over the week, the Dow fell 0.6%; S&P 
500 lost 1%; and the Nasdaq dropped 0.7%.  

Meanwhile, the NZ sharemarket rose 0.5% on Friday to a new record high but may play catch up with the softer sentiment 
offshore when trading commences today. Fisher & Paykel Healthcare has lifted from a three-month low as the outlook for 
the company remains betwixt the influences of record-high COVID-19 cases in the United States on the one hand, and 
positive vaccine news on the other. 

US Treasury yields eased on Friday, dampened by weaker-than-expected US core producer prices data. For the week US 
10-year yields were down 7 points to dip below 0.90%. NZ 10-year Gov’t yields were down 3bpts over the week to end 
Friday around 0.88%, a tad below the US equivalent.  

Major currencies were mostly weaker against the US dollar in European and US trade. The NZD ended the week trading 
just shy of 0.7100 against the USD, having traded above the figure during the week. Meanwhile the NZD was down 1c 
against the AUD last week, ending near 0.9400, having traded above 0.9500 mid-week.  

Global oil prices edged lower on Friday as demand worries resurfaced due to new coronavirus-related restrictions. Brent 
crude fell by 0.6% to US$49.97 a barrel on Friday, but over the week still rose 1.5%. 

Day ahead: there are no major releases expected today. A focus over the next 24 hours is likely to be on the Presidential 
Election in the US, with the Electoral College expected to cast their votes in favour of Joe Biden. (Monday US time, Tuesday 
morning NZ time). 

Week ahead local: The Half-Year Economic & Fiscal Update (Wednesday 1pm) and GDP (Thursday 10.45am) are the local 
highlights.  We think Treasury will revise the fiscal outlook up modestly.  Vaccine news and the NZ economy’s unexpected 
resilience are driving the rosier view. On the same day we expect Stats NZ to show that NZ’s economy expanded 13% over 
Q3 following a 12.2% contraction in Q2.  We expect NZ’s current account deficit to narrow to -1.2% of GDP in in Q3 (data 
released Tuesday). Week ahead international: The RBA’s December Board Meeting minutes are unlikely to contain any 
new information on Tuesday. The monthly Chinese data dump on Tuesday is expected to how China’s recovery remained 
solid in November. Retail sales growth may accelerate to 5.5%/yr, boosted slightly by the Singles’ Day online shopping 
festival. Industrial production growth may lift to 7.2%/yr in part because of recovering global demand. Year-to-date fixed 
asset investment growth may accelerate to 2.5%/yr, led by increased spending by state-owned businesses. On Thursday 
we expect the Australian labour market data to show 50k jobs were added in November.  On an unchanged participation 
rate this would see the unemployment rate fall 0.3%pts to 6.7%. Later Thursday we expect the Bank of England to maintain 
policy settings. Also, on Thursday we expect the FOMC to leave the Fed Funds rate and asset purchase program 
unchanged.  However, we expect the FOMC will ‘enhance’ its forward guidance by moving to a qualitative outcome-based 
guidance for asset purchases.  This form of guidance would link the timeframe for continuing asset purchases to economic 
conditions.  We also see a small risk the FOMC announces it will expand its asset purchase program given the growing 
near-term headwinds and recently rising US yields. Author: chris.tennent-brown@asb.co.nz   

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-housing-response-dec20.pdf
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This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or needs. 
Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard to your 
objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the 
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, 
reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this document are subject 
to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank Limited. We are 
under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any person involved in the 
preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to contingencies 
and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that any of these 
valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.  

 

Currencies Currencies Commodities Equities

NZD/USD 0.7088 0.0% NZD/SEK 5.977 -0.4% NZX WMP 3235.0 0.0% Dow 30046 0.2%

NZD/AUD 0.9398 0.0% NZD/DKK 4.350 0.0% Gold $/o 1839.9 0.2% S&P 500 3663 -0.1%

NZD/EUR 0.5844 0.0% NZD/THB 21.3 0.0% WTI Oil $/b 46.6 -0.4% NASDAQ 12378 -0.2%

NZD/JPY 73.77 0.0% AUD/USD 0.7542 0.1% Money Market (%) FTSE 6547 -0.8%

NZD/GBP 0.5318 -0.8% EUR/USD 1.212 0.0% 90 Day BB 0.26 0.00 CAC-40 5508 -0.8%

NZD/CAD 0.9046 -0.8% USD/JPY 104.1 0.0% OCR 0.25 0.00 DAX 13114 -1.4%

NZD/CHF 0.6307 5.9% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 26506 0.4%

NZD/HKD 5.494 0.0% NZ 0.88 -0.02 1yr 0.24 -0.01 Nikkei 26653 -0.4%

NZD/SGD 0.9474 0.0% US 0.90 -0.01 2yr 0.26 -0.01 ASX200 6643 -0.6%

NZD/CNH 4.636 0.0% Aust 0.99 0.00 5yr 0.45 -0.01 NZX50 12919 0.5%
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