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NZ inflation literally the big one this week 

• We have finalised our longer-term OCR outlook after last Wednesday’s 50bp OCR increase.  We do not expect the 
OCR to remain at 3.25% indefinitely, with our rates forecasts pencilling in 25bp OCR cuts from mid-2024 as the RBNZ 
unwinds policy tightening and returns the OCR to more neutral levels (circa 2%). Uncertainty is high and risks to our 
OCR outlook are two-sided. On the downside, the tightening in financial conditions (mainly via increasing mortgage 
interest rates) could hit the housing market, which along with other increases in the cost of living will crimp domestic 
spending and result in a less aggressive profile of OCR hikes and earlier OCR cuts. On the upside, inflation could 
prove to be more ingrained and capacity pressures more intense than is commonly assumed, with the neutral OCR 
closer to 3% than 2%. 
 

• Last Thursday’s release of March Australian employment showed an 18k jobs lift and steady unemployment at its 
joint lowest rate of 4%.  Hours worked fell by 0.6% nationally in contrast to the 0.1% increase in employment, partly 
due to the pick-up in COVID 19 cases and the resulting isolation requirements.  That is consistent with business 
surveys indicating a higher number of firms had employees unavailable to work at some point in March due to 
COVID 19.    

 

• Friday night’s April University of Michigan Consumer Sentiment survey showed a sharper than expected jump in 
sentiment to 65.7, a 3-month high, from 59.4.  The expectations component jumped nearly 10 points to 64.1.  
Overall, sentiment is still down sharply from earlier in the year. 

 

• Chinese GDP grew 4.8% yoy, slightly exceeding expectations.  Industrial production (+5% yoy) and fixed investment 
(+9.3% yoy) in March both exceeded expectations.  However, retail spending dropped 3.5% from a year earlier and 
home sales fell 26%, both highlighting the drag that recent COVID lockdowns have started to have on the Chinese 
economy. 

 

• Day ahead:  Today’s release of the April RBA Board Meeting minutes should provide further detail about exactly 
what the details the RBA will be focussing on in the upcoming inflation and wages data due on 27 April and 18 May, 
respectively.  The meeting itself saw the RBA pivot away from being patient in monitoring how inflation evolves to 
highlighting the importance of these two data releases, particularly around wages data where the RBA remains 
unsure how quickly wage growth will lift from current levels. 

 

• Week ahead:  The big one for NZ is Thursday’s CPI release.  We expect annual inflation to hit 7.3% in the March 2022 
quarter, the highest in more than 30 years. Risks to our Q1 pick are tilted to the downside.  To us, however, the 
bigger issue is not so much what the inflation peak will be but how persistent the uptick in inflation is. The outlook is 
uncertain, but we expect to be at (or close to) the peak in annual inflation that should end 2022 at around 6%.   A 
7+% outcome will reinforce the likelihood that the RBNZ lifts the OCR by another 50bp in May.  Over the rest of the 
week, overseas data are generally 2nd tier.  Wednesday night’s Canadian CPI will be in focus given the Bank of 
Canada’s recent 50bp rate increase.  The EU has a suite of PMI releases on Thursday night, which will be watched 
closely for signs of a slowing in activity on the back of the war and higher commodity prices.  UK March retail sales 
(Thursday) should get support from easing pandemic restrictions and a return to offices, though higher energy prices 
and weaker consumer confidence could sap the rebound.  Various Fed speakers will be on the wires over the course 
of the week. 
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Currencies Currencies Commodities Equities

NZD/USD 0.6727 -0.8% NZD/SEK 6.458 -0.5% NZX WMP 4250.0 -0.2% Dow 34412 -0.1%

NZD/AUD 0.9156 -0.1% NZD/DKK 4.641 -0.6% Gold $/o 1977.2 -0.1% S&P 500 4386 -0.2%

NZD/EUR 0.6240 -0.7% NZD/THB 22.7 -0.5% WTI Oil $/b 108.2 1.2% NASDAQ 13332 -0.1%

NZD/JPY 85.42 -0.5% AUD/USD 0.7348 -0.6% Money Market (%) FTSE 7616 0.5%

NZD/GBP 0.5171 -0.5% EUR/USD 1.078 -0.2% 90 Day BB 1.79 0.00 CAC-40 6589 0.7%

NZD/CAD 0.8487 -0.7% USD/JPY 127.0 0.4% OCR 1.50 0.00 DAX 14164 0.6%

NZD/CHF 0.6355 -0.4% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21518 0.7%

NZD/HKD 5.275 -0.8% NZ 3.41 0.00 1yr 2.98 0.01 Nikkei 26800 -1.1%

NZD/SGD 0.9165 -0.3% US 2.85 0.03 2yr 3.50 0.00 ASX200 7523 0.6%

NZD/CNH 4.292 -0.6% Aust 2.97 -0.11 5yr 3.64 0.00 NZX50 11892 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/2022-q1-cpi-preview.pdf
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      Important Disclaimer 

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.  
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