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School’s out for summer  

And breath. The RBNZ came and went and did roughly what we thought they’d do. They’re now out of the game until the 
end of summer (23 February), so we’ll all have to find something else to write about. In brief (full write up here): the OCR 
was lifted the regulation 25bps not 50bps, the Bank said explicitly that it planned to take the OCR up to the tighter side of 
(2%) neutral, and it duly forecast a further 7½ OCR raises through to the end of 2023, a peak of 2.6%. Uncertainty about 
the summer of COVID and the fact mortgage rates are already doing the RBNZ’s work were the factors arguing against a 
larger 50bps raise. 

This was all pretty close to what we’d expected, so we haven’t altered our interest rate view. We continue to see a lower 
peak OCR of 2.0% compared to the RBNZ and market. Given this won’t be reached until several years hence, it’s less a 
precise forecast and more an acknowledgement that a few things may crop up to slow the RBNZ down, with a housing 
market correction perhaps the top-of-mind risk.  

Markets were a little more surprised, with the RBNZ’s OCR forecasts and explicit ruling out of 50bps moves (“considered 
steps…were the most appropriate”) a clear reality check for the aggressive pricing that had been factored in. The local 
wholesale interest rate (swap) curve thus fell 10-15bps in the wash-up, with the NZ dollar down a more modest 30-40 pips 
against the USD and AUD.  

Overnight, a stronger USD stole the show. This has added to the downward pressure on the NZD/USD which opens this 
morning at three-month lows around 0.6860. Last night’s string of US economic data continued to radiate good vibes and 
another Fed official joined the chorus openly speculating about whether a faster taper will be required. Short-dated US 
bond yields have lifted in response – the US 2-year Treasury yield is up 3-4bps as markets continued to build rate hikes into 
the back half of 2022. Former US Treasury Secretary Larry Summers told Bloomberg that Fed officials have signalled a “new 
era” in which they seek to manage an “overheated economy.” 

The closely-watched US PCE core inflation measure matched market expectations in rising from 3.6% to 4.1%, a 30-year 
high. Other, household-focused, data generally beat expectations, hat tip to Summers’ comment about overheating. 
Personal income and spending figures lifted strongly in October, and jobless claims numbers fell to the lowest level since 
1969 (199k vs. 260k).  

We haven’t changed our economic forecasts of the back of yesterday’s international border reopening announcements. 
The news that all fully vaxxed individuals will be able to enter NZ by the end of April, with a series of smaller reopening 
steps to start in January, roughly accords with our assumption of a slow recovery in international arrivals from mid-year. 
We suspect a material recovery in tourist numbers might take a little longer though, given the requirement to self-isolate 
for seven days. 

Day Ahead: Second-tier stuff. In NZ, the October trade balance at 10:45am will reveal if there’s been any further 
deterioration in the trade balance, while later in Australia our CBA colleagues are expecting a lockdown-driven 5% qoq 
decline in third quarter capex figures.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6861 -1.2% NZD/SEK 6.266 -0.4% NZX WMP 4210.0 -0.4% Dow 35758 -0.1%

NZD/AUD 0.9543 -0.8% NZD/DKK 4.558 -0.7% Gold $/o 1784.6 -0.3% S&P 500 4695 0.1%

NZD/EUR 0.6129 -0.7% NZD/THB 22.9 -0.5% WTI Oil $/b 78.4 -0.1% NASDAQ 15794 0.2%

NZD/JPY 79.22 -0.8% AUD/USD 0.7190 -0.4% Money Market (%) FTSE 7286 0.3%

NZD/GBP 0.5151 -0.8% EUR/USD 1.119 -0.5% 90 Day BB 0.81 -0.06 CAC-40 7042 0.0%

NZD/CAD 0.8691 -1.4% USD/JPY 115.5 0.4% OCR 0.50 0.00 DAX 15878 -0.4%

NZD/CHF 0.6410 -1.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24686 0.1%

NZD/HKD 5.351 -1.1% NZ 2.55 -0.06 1yr 1.62 -0.15 Nikkei 29303 -1.6%

NZD/SGD 0.9392 -1.0% US 1.65 -0.02 2yr 2.22 -0.15 ASX200 7399 -0.2%

NZD/CNH 4.390 -0.7% Aust 1.87 -0.01 5yr 2.69 -0.10 NZX50 12767 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-mps-nov21.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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