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Eyes turn to the RBNZ  

We expect the RBNZ to deliver a “double-double” on Wednesday, a second consecutive 50bps hike to take the OCR 
to 2.00%. This outcome is close to fully priced by financial markets. What is much less certain is what the RBNZ does 
with its interest rate forecasts and forward guidance. This is what the market reaction will be driven by. In contrast 
to the RBNZ tightening cycle, last week the People’s Bank of China cut the five-year loan prime rate (a reference for 
home mortgages) by 15bps to 4.45%. That was the largest reduction since 2019. Separately, but also helping 
sentiment, the 7-day average of new Covid cases in China has fallen to mid-February levels. 

Inflation in Japan? Headline CPI inflation surged to a multiyear high of 2.5% p.a. in April. However, underlying price 
pressures remain subdued with core CPI (excluding fresh food and energy) at 0.8% p.a. in April. We expect the Bank 
of Japan (BoJ) will not budge from its ultra-dovish stance despite higher inflation in Japan. 

Europe news: UK retail sales volumes unexpectedly increased in April (actual: +1.4%/mth, consensus:  0.3%) mostly 
because of higher spending on alcohol and tobacco in supermarkets and online retailing. Russia halted gas exports 
to Finland over the weekend, after Finland announced it wanted to join Nato. This could mark the end to a very 
long-term supply arrangement (source, read more at  NZ Herald). European sharemarkets were firmer on Friday. 
The pan-European STOXX 600 index rose by 0.7% on Friday but lost 0.5% on the week. The German Dax index rose 
by 0.7% and the UK FTSE index rose by 1.2%. In economic data, British retail sales rose unexpectedly in April while 
German producer prices posted a record increase in the month. 

The Australian Labor Party (ALP) won the 2022 Federal Election. Anthony Albanese will be elected Australia’s 31st 
Prime Minister. It is uncertain whether the ALP will be able to govern on its own with the support of Greens and a 
large number of Independents. 

US sharemarkets were mixed on Friday. Shares in Tesla fell 6.4% in response to a negative news report. Shares in 
heavy equipment maker Deer & Co fell 14% in response to an earnings report. The Dow Jones index closed higher by 
less than 0.1%. The S&P 500 index also rose by less than 0.1%. The Nasdaq index shed 0.3%. Over the week the Dow 
fell 2.9% - the eighth straight decline and the longest losing streak since 1932. The S&P 400 fell 3.0% and the Nasdaq 
fell 3.8% - the seventh straight decline and the longest losing streak for both indexes since 2001.    

In New Zealand, the S&P/NZX 50 sharemarket index rose 0.5% on Friday, with local earnings helping buck the 
weaker global trend.  Local bond yields and swap rates were down for the longer-terms on Friday and declined over 
the week. At the short end, rates were little changed, in anticipation of the RBNZ rate hikes to come. Stats NZ data 
on Friday showed NZ goods exports rose 17% for the month of April on year ago levels to $6.3 billion and goods 
imports rose 15% to $5.7 billion. The monthly trade balance was a surplus of $584 million. 

Global oil prices rose by 0.5%-1.0% on Friday. Supporting prices was the prospect of a European Union ban on 
Russian oil imports as well as the expected end to the Shanghai Covid lockdown on June 1. The Brent crude price 
rose by 0.5% to US$112.55 a barrel. Over the week Brent rose by US$1.00 or 0.9% 

FX Comment: Major currencies were mixed against the US dollar in European and US trade on Friday. The NZD 
strengthened on Friday, and starts the week trading just around 0.6390 against the USD and 0.9060 vis-à-vis the 
AUD. The RBNZ meeting on Wednesday is the week’s major catalyst for NZD movement.  

Day ahead: No significant local data is due today. In Australia, RBA Assistant Governor Kent is due to address the 
KangaNews DCM Summit on “The next phase in the Reserve Bank's Bond Purchase Program”.  That will be of interest 
to Australasian interest rate markets today. Tonight, the Chicago Federal Reserve national activity index is released. 
Week ahead local: As mentioned above, the RBNZ meeting and the expected 0.5% hike in the OCR is the main event 
this week. ASB’s full preview can be read here. Before then, on Tuesday we expect Stats NZ data to show Q1 retail 
volumes growth to slow to around 1.5% after the frenetic 8.6% qoq Q4 post-Delta rebound. Already released Q1 
card spending values lifted 1.0%-2.9% qoq for core, retail and total spend categories. On Friday we expect consumer 
sentiment in the ANZ/Roy Morgan survey to continue to rebound from earlier Omicron-induced March lows.  
Week ahead offshore: In terms of data, it is a light week offshore, with flash estimates of Purchasing Manager 
indices (PMI) due in Europe tomorrow, as well as FOMC minutes. On Friday, the US PCE deflator is due. This is an 
important US inflation gauge, which we expect to ease slightly (but remain high) in the latest print.  Australian 
construction work date (Wednesday) and CAPEX data (Thursday) are also due in this week.  
 
Author: chris.tennent-brown@asb.co.nz 

https://www.nzherald.co.nz/world/russia-cuts-off-gas-exports-to-finland-in-symbolic-move-as-it-announces-willingness-to-join-nato/MUXE7VXY5VOEAR45XJ67LF5ZNE/
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-preview-may22.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 0.6391 -0.3% NZD/SEK 6.363 -0.2% NZX WMP 4115.0 0.7% Dow 31262 0.0%

NZD/AUD 0.9060 -0.4% NZD/DKK 4.498 -0.4% Gold $/o 1846.5 0.3% S&P 500 3901 0.0%

NZD/EUR 0.6044 -0.2% NZD/THB 22.0 0.0% WTI Oil $/b 113.2 0.9% NASDAQ 11355 -0.3%

NZD/JPY 81.66 -0.2% AUD/USD 0.7054 0.1% Money Market (%) FTSE 7390 1.2%

NZD/GBP 0.5121 -0.2% EUR/USD 1.057 0.1% 90 Day BB 2.23 0.01 CAC-40 6285 0.2%

NZD/CAD 0.8205 -0.2% USD/JPY 127.8 -0.1% OCR 1.50 0.00 DAX 13982 0.7%

NZD/CHF 0.6241 -0.7% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20717 3.0%

NZD/HKD 5.015 -0.3% NZ 3.52 -0.12 1yr 3.15 0.02 Nikkei 26739 1.3%

NZD/SGD 0.8837 -0.1% US 2.78 -0.06 2yr 3.51 0.02 ASX200 7146 1.1%

NZD/CNH 4.284 -0.4% Aust 3.32 -0.07 5yr 3.61 -0.01 NZX50 11267 0.0%
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