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A difficult balancing act for the RBNZ 

At 2pm today the RBNZ Monetary Policy Statement is expected to maintain current expansionary policy settings and a dovish 

tone (see our preview here). There is still considerable uncertainty over the NZ economic and housing market outlook and 

NZ is in a global pandemic. As such, we do not expect that the RBNZ will resume publishing its interest rate projections.  

What has emerged, however, have been stronger signs on NZ inflation (ASB expects annual CPI inflation to nudge 3% by late 

2021 and to stay above 2% over 2022), tighter NZ labour market conditions (ASB forecasts the unemployment rate to fall to 

around 4% by late 2022) and the improved global outlook. Stalling for time looks to be an increasingly hard sell, but this 

still looks to be the best course of action. An acknowledgement by the RBNZ of the improved outlook runs the risks of 

pushing the NZD and NZ rates higher, tightening monetary conditions and putting NZ out of synch with global peers.  

With a number of offsetting catalysts, equity markets largely traded in a sideways fashion overnight. Falls in energy stocks 

and financials weighed on the S&P500, with the Nasdaq flat. European equities did not sustain their strong open, with the 

FTSE100 closing 0.3% down. Equities were generally firmer in the Asian session (ASX 200 +1.0%), with the 0.9% decline in 

the NZSX 50 a notable exception. 

There were modest moves in commodity prices following earlier volatility on reports that Chinese authorities were 

intending to crack down on speculation and monopolistic behaviour in commodity markets. Oil prices were little changed, 

with markets awaiting the result of talks between Iran and other nations to see if US sanctions of Iranian crude would be 

removed. Gold prices touched 4-month highs. 

Reassuring noises from central bankers (see below) and signs Chinese authorities were taking action to curb commodity 

prices helped push global yields lower. US Treasury yields fell across the curve (10Y down 4bps to 1.56%) with a flattening 

bias. European yields were lower, with larger falls for longer-term tenors. There was little movement in Australasian yields 

yesterday, with NZ swap yields rising ahead of today’s RBNZ policy decision.  

Taper talk: Fed Vice Chair Clarida viewed that the lift in inflation “will prove to be largely transitory”, echoing those of the 

Fed’s Evans and Quarles. Clarida noted it may be “in upcoming meetings where we can discuss scaling back the pace of 

asset purchases”, although this would be data dependent. ECB member Villeroy said the ECB was in no rush to adjust asset 

purchases, with talk of tapering “purely speculative”.  

Data wrap: The May Conference board measure of consumer sentiment eased from 117.2 from a downwardly revised 

117.5 but was still the 2nd highest reading in the past 12 months. The immediate post-stimulus cheque sugar rush showed 

few signs of abating, with readings for the current situation of respondents’ firming from 131.9 to 144.3, its highest level 

since March 2020. Expected conditions fell to 99.1, a 3-month low. A shortage of stock saw new home sales fall 5.9% in 

April, but annual house price inflation from the S&P US HPI rose to 13.2%, its highest since 2005. The German IFO survey 

showed an improved business climate (92.2 versus 96.6), with expectations (102.9) racing ahead.  

COVID-19 watch: COVID-19 Close to 1.7 billion COVID-19 vaccinations had been administered globally, around ten times the 

number of globally confirmed cases. Daily new cases have slowed in India, with new cases close to the lowest in close to a 

year in the US, with more than 60% of US adults receiving at least one vaccine. Worsening COVID-19 outbreaks in Japan saw 

the US State Department raise its travel advisory to Japan to Level 4, although the move looks largely symbolic and is unlikely 

to scupper the Tokyo Olympics. Closer to home, quarantine-free travel between NZ and Victoria has been suspended and 

COVID-19 restrictions on public and private gatherings have been imposed in Melbourne to contain a new outbreak.   

FX update: USD weakness has continued, with the NZD the strongest performers of the G10 currency league, leading up to 

today’s RBNZ policy decision. The NZD traded in a 0.7210 to 0.7250 USD range overnight and edged higher against the AUD 

(0.9325).  Despite the RBNZ policy assessment expected to be dovish in tone, risk around post-OCR announcement moves 

in the NZD are tilted to the upside. 

AND FR TGHE  

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-preview-may21-mps.pdf
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Day ahead: NZ merchandise trade at 10:45am, where an April trade deficit and shrinking annual trade surplus are 
on the cards. At 2pm the May MPS is expected to hold the OCR at 0.25% and $100bn cap on the LSAP, and while 
the RBNZ will likely seek to maintain the flexibility to adjust weekly bond purchases as appropriate, they could 
extend the LSAP window beyond June 2022. ASB expects that the RBNZ will pare back weekly asset purchases over 
2021, with a view to halting the LSAP prior to hiking the OCR in August 2022. The NZDM will announce borrowing 
for June, including a new syndicated May-32 line. Our CBA colleagues expect a 4% Q1 lift construction work done 
for Australia (mkt: +2.0% qoq), largely driven by increased residential and engineering construction activity. The 
events calendar is light with no major data scheduled for release in China, Europe or the US. Speeches by the Fed’s 
Quarles and the ECB’s Villeroy will be scrutinised for clues on potential QE tapering.                                              
Author: mark.smith4@asb.co.nz 

 

ASB Economics & Research Phone Fax 
      Chief Economist 
Senior Economist 
Senior Economist 
Senior Economist 
Senior Economist, Wealth 
Economist 
Publication and Data Manager 

Nick Tuffley 
Mark Smith 
Mike Jones 
Jane Turner 
Chris Tennent-Brown 
Nat Keall 
Judith Pinto 

nick.tuffley@asb.co.nz  
mark.smith4@asb.co.nz 
mike.jones@asb.co.nz 
jane.turner@asb.co.nz 
chris.tennent-brown@asb.co.nz 
nathaniel.keall@asb.co.nz 
judith.pinto@asb.co.nz 

(649) 301 5659 
(649) 301 5657 
(649) 301 5661 
(649) 301 5853 

     (649) 301 5915 
(649) 301 5720 
(649) 301 5660 

  (649) 302 0992 

      

 

 

https://reports.asb.co.nz/index.html  

@ASBMarkets 
 
ASB Economics 
ASB North Wharf, 12 Jellicoe Street, Auckland 

      
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 0.7225 0.1% NZD/SEK 5.967 -0.5% NZX WMP 4190.0 0.0% Dow 34324 -0.2%

NZD/AUD 0.9323 0.2% NZD/DKK 4.386 -0.2% Gold $/o 1899.1 1.0% S&P 500 4187 -0.2%

NZD/EUR 0.5899 -0.1% NZD/THB 22.6 0.2% WTI Oil $/b 66.3 0.1% NASDAQ 13653 -0.1%

NZD/JPY 78.55 0.2% AUD/USD 0.7750 0.0% Money Market (%) FTSE 7030 -0.3%

NZD/GBP 0.5107 0.2% EUR/USD 1.225 0.3% 90 Day BB 0.33 0.02 CAC-40 6390 -0.3%

NZD/CAD 0.8718 0.3% USD/JPY 108.7 0.0% OCR 0.25 0.00 DAX 15465 0.2%

NZD/CHF 0.6468 -0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28911 1.8%

NZD/HKD 5.609 0.1% NZ 1.79 -0.02 1yr 0.37 0.01 Nikkei 28554 0.7%

NZD/SGD 0.9577 -0.1% US 1.56 -0.04 2yr 0.54 0.01 ASX200 7115 1.0%

NZD/CNH 4.632 -0.2% Aust 1.69 -0.01 5yr 1.19 0.01 NZX50 12341 -0.9%
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