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ASB expects RBNZ to lift OCR next May 

The RBNZ has all its key policy settings unchanged but struck a less dovish tone at yesterday’s Monetary Policy Review. 

The RBNZ dropped its explicit commitment to cut the OCR further and published an OCR track signalling rate hikes from 

the latter half of 2022. The RBNZ acknowledged for the first time that the Large-Scale Asset Purchase (LSAP) programme 

may not reach the NZ$100bn limit by June 2022.  

The RBNZ has revised its economic forecasts in line with the recent stronger clip of data, but we see considerable risk that 

the labour market performs better than the RBNZ expects, and the lift in inflation proves more sustained. The RBNZ did 

nudge up its inflation forecast but sees inflation peak at a lower rate and expects any pickup in pricing pressures to be 

largely transitory. We see a risk that the uptick in pricing pressures persists for longer, and inflation peaks closer to the 

upper end of the RBNZ’s target band. The RBNZ has also lowered its unemployment rate track, but not by much. We think 

there’s scope for the unemployment rate to fall more sharply than the RBNZ expects. We have brought forward our OCR 

view and now expect the first OCR hike to come a little earlier in May 2022 (instead of August 2022).  

Fonterra’s opening forecast Farmgate Milk Price range for the 2021/22 season was set at NZ$7.25 8.75/KgMs. This means a 

midpoint of NZ$8.00/kgMS compared to NZ$7.55/KgMS for the current season. That’s a relatively wide range of $1.50, which 

is appropriate given our distance from the end of the season and the remaining uncertainty continuing to impact global dairy 

markets.  ASB’s own forecast is towards the upper end of the range at the $8.20 mark, north of Fonterra’s own $8.00 

midpoint. 

April NZ Merchandise trade. The large rise in total goods imports in April 2021 was led by vehicles and crude oil, Stats NZ 

reported yesterday. Data showed the value of goods imports in April 2021 rose 26% or $1.0 billion from April 2020 to reach 

$5.0 billion. 

Australian construction work done rose by 2.4% in the March quarter - the most in 3½ years.  Home building rose by 5.1% 

in the quarter – the biggest lift in 6 years – with alterations and additions (renovations) up by 10.8% to record highs. 

Australia’s home building sector is booming, courtesy of record low interest rates as well as the HomeBuilder grant and state-

based support schemes. 

Markets have been relatively quiet overnight, with most of the main share indices flat or up modestly and minimal 

movement in interest rates markets.  Fed speaker Quarles was out saying that if the economy remains strong the Fed could 

start taper talk at upcoming meetings which is in line with what we’ve been hearing recently.  China has limited some US 

corn imports which has seen some commodities dip overnight. 

FX update: In the wake of the RBNZ announcement we saw a lift in swap rates and the NZD lift.  The NZD held onto most of 

its gains overnight. The NZD is trading near 0.7300 against the USD, and back above 0.9400 against the AUD this morning. 

Day ahead: No NZ releases are due today, but Governor Orr does speak about the MPS to a select committee in 

Parliament at 9.10am this morning. Offshore the focus tonight is on US durable goods and weekly jobless claims and the 

second reading of Q1 US GDP.  
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Currencies Currencies Commodities Equities

NZD/USD 0.7292 0.9% NZD/SEK 6.063 1.6% NZX WMP 4175.0 -0.4% Dow 34323 0.0%

NZD/AUD 0.9418 1.0% NZD/DKK 4.448 1.4% Gold $/o 1896.5 -0.1% S&P 500 4196 0.2%

NZD/EUR 0.5981 1.4% NZD/THB 22.8 0.6% WTI Oil $/b 66.2 -0.1% NASDAQ 13738 0.5%

NZD/JPY 79.59 1.1% AUD/USD 0.7743 -0.1% Money Market (%) FTSE 7027 0.0%

NZD/GBP 0.5163 1.1% EUR/USD 1.219 -0.5% 90 Day BB 0.34 0.01 CAC-40 6392 0.0%

NZD/CAD 0.8837 1.4% USD/JPY 109.1 0.4% OCR 0.25 0.00 DAX 15451 -0.1%

NZD/CHF 0.6543 1.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 29166 0.9%

NZD/HKD 5.661 0.9% NZ 1.87 0.08 1yr 0.38 0.02 Nikkei 28642 0.3%

NZD/SGD 0.9661 0.9% US 1.58 0.02 2yr 0.61 0.09 ASX200 7093 -0.3%

NZD/CNH 4.654 1.4% Aust 1.68 -0.02 5yr 1.30 0.14 NZX50 12347 0.1%
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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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