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RBNZ delivers 25bp hawkish hike    

The RBNZ hiked the OCR 25bps in line with the market consensus (to 1.0%), but the statement was more hawkish than 
generally expected. In light of concerns over the inflation outlook the RBNZ’s ‘considered steps’ mantra looks to be 
consigned to the dustbin. Not only was the decision to hike by 25bp (versus 50bp) ‘finely balanced’, but the MPC also 
affirmed their willingness to subsequently hike by more than 25bp if need be. The published OCR track was increased, 
with a 3.35% peak in late 2024/early 2025 (2.61% prior). The NZD and NZ yields jumped after the decision with the 2-year 
swap yield up more than 10bps (to 2.70%), and with market pricing floating the possibility of a 50bp hike in the next few 
OCR decisions. 

The RBNZ also signalled quantitative tightening from July (i.e, running down the $50bn+ LSAP programme), with an 
intention not to reinvest proceeds from bonds, to sell NZGB holdings back to the NZDM at a rate of $NZ5bn per fiscal 
year and to let upcoming maturities roll off. NZGB holdings held by the RBNZ could fall to zero by the end of 2027, with 
LGFA bonds sold by 2037. The DMO have confirmed it will not change the forecast crown borrowing programme for the 
June 2022 year (gross issuance of $20bn), but upward tweaks for future years crown debt issuance look imminent. 

Ukraine Update:  Russia has deployed troops into two pro-separatist regions of Eastern Ukraine. The US, EU and UK have 
announced sanctions on Russia, with the intent to ratchet these up further, but also leaving diplomatic channels open.  
There is no meeting on the horizon between the US and Russian leaders and with the meeting between US Secretary of 
State Blinkin and Russian Foreign Minister being cancelled.  

Markets look to have taken the Ukraine news in their stride, looking to be generally nonplussed by the threat of the 
potential escalation in sanctions. US and European equity indices were generally a touch lower, with the NASDAQ and 
S&P500 now in correction territory (more than 10% falls) since their early January peak. Implied volatility (as proxied by 
the CBOE VIX index) remained elevate at a shade under 29. 

Treasury yields ground higher overnight, with a curve steepening bias (10Y 1.97%).  European yields were generally 
firmer for short-term maturities, but UK short-term yields were lower after BOE dove Tenreyo suggested only small 
policy tightening was needed with central banks moving too quick to curb inflation. 

Gains to oil prices look to be running out of puff, with near-term contract prices for Brent (USD96.50 per barrel) and 
WTI (USD91.80) down a fraction, but up more than 20% since the start of the year and close to 7-year peaks. More pain 
at the pump and $3+ per litre fuel prices for NZ motorists. Other commodity prices were mixed. 

Data wrap: The Australian Q4 wage price index rose in line with market expectations (+0.7% qoq, 2.3% yoy). Our CBNA 
colleagues continue to expect a more significant acceleration in wages growth in early 2022 with cash rate hikes from 
June. Weighed by lower residential work in Victoria (thanks Delta), total Q4 Australian construction work done 
considerably undershot market expectations (-0.4%).  Our CBA colleagues expect residential work done to ease over 
2022 as HomeBuilder driven construction is completed.  Eurozone headline and core CPI inflation (5.1% yoy and 2.3% 
yoy) were in line with expectations with the former at record highs. 

FX Update: The NZD jumped 40 pips after the RBNZ hike and broadly extended those gains against the greenback, briefly 
topping 68 US cents early this morning (currently 0.6780 USD). Courtesy of the RBNZ, the NZD was the strongest G10 
currency performer overnight, with other commodity currencies (CAD and the AUD) performing well and the kiwi 
hovering around 93.6 Australian cents. European currencies were generally weaker. Positive yield differentials and a 
strong export commodity price backdrop remain key NZD supports. 

Day ahead: At just past 9am, RBNZ Governor Orr is scheduled to appear at the Parliamentary Select Committee to 
discuss the MPS. In light of yesterday’s sharp sell-off in yields the NZDM will tender $200m of 2032 and 2037 NZ 
Government bonds. Australian Q4 capital expenditure data is due that will impact on Q4 GDP and reveal investment 
intentions beyond that. Developments in the Ukraine will have a large bearing on market direction. US jobless claims, the 
second reading of Q4 GDP (mkt: +7.0% qoq annualised), and new home sales data are out. A number of speeches/public 
comments are due from FOMC, ECB and BOE policymakers that could attract headlines. Author: mark.smith4@asb.co.nz  
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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.  

 

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.6776 0.6% NZD/SEK 6.363 0.9% NZX WMP 4715.0 1.2% Dow 33398 -0.6%

NZD/AUD 0.9357 0.2% NZD/DKK 4.457 0.7% Gold $/o 1907.1 0.4% S&P 500 4272 -0.7%

NZD/EUR 0.5992 0.8% NZD/THB 21.9 0.1% WTI Oil $/b 92.9 0.6% NASDAQ 13215 -1.3%

NZD/JPY 77.88 0.8% AUD/USD 0.7241 0.4% Money Market (%) FTSE 7498 0.1%

NZD/GBP 0.5001 0.8% EUR/USD 1.131 -0.2% 90 Day BB 1.23 -0.03 CAC-40 6781 -0.1%

NZD/CAD 0.8623 0.2% USD/JPY 114.9 -0.1% OCR 0.75 0.00 DAX 14631 -0.4%

NZD/CHF 0.6220 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 23660 0.6%

NZD/HKD 5.289 2.3% NZ 2.79 0.09 1yr 2.21 0.10 Nikkei 26450 -1.7%

NZD/SGD 0.9121 0.6% US 1.97 0.03 2yr 2.73 0.14 ASX200 7206 0.6%

NZD/CNH 4.279 0.7% Aust 2.28 0.07 5yr 2.99 0.11 NZX50 12134 0.0%
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