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To the core of the matter 

 We expect no change in overall consumer prices in Q4, with annual CPI inflation easing to 1.8%.  

 Seasonal falls in food prices and the sharp reversal in petrol prices are weighing on inflation. 

 With sharp moves in the headline number, the RBNZ’s sectoral factor model (an estimate of core inflation) will 
be closely watched and could paint a different picture.   

Summary & implications  
Our forecast of no change in Q4 consumer prices (+1.8% yoy) is softer 

than the RBNZ November Monetary Policy Statement pick of a 0.2% 

quarterly increase (2.0% yoy).  Some of the difference likely reflects the 

ongoing fall in fuel prices in December.  Outside of the seasonal price 

movements and falling petrol prices, the underlying inflation picture is 

expected to remain moderate.  The RBNZ’s sectoral factor model (an 

estimate of core inflation) will be released at 3pm on the 23rd January and 

is expected to remain near 1.7% yoy.  As a result, the RBNZ is likely to 

remain comfortable leaving monetary policy settings unchanged and 

maintain the view that underlying inflation pressures will slowly build.  We 

expect the RBNZ to leave the OCR on hold until at least August 2020. 

Looking beyond the headline 
We expect a flat CPI result in the December quarter.  After petrol prices 

surged in Q3 (+5.5% qoq), much of this strength unwound over the Q4.  

Further, Q4 tends to be a seasonally weak quarter for food prices with an 

expected 1.3% qoq fall in food prices also weighing on headline inflation.  

Offsetting this will be higher prices in a range of areas, including housing-related costs.  Expected increases in rents 

and construction costs should contribute 0.1ppts to the CPI in the December quarter.  We also expect to see modest 

increases in the recreation and culture and miscellaneous goods and services groups.  Despite lower petrol prices, 

seasonal price increases in airfares should see overall prices lift in the transport component. 

More importantly for the RBNZ, however, will be the trend in core inflation.  We expect non-tradable prices to have 

lifted 0.5% over the quarter (2.6% yoy), which is slightly higher than the RBNZ’s 2.5% yoy forecast.  Annual non-

tradable inflation has been slowly ticking higher in recent quarters, although core inflation measures have been 

broadly stable.  We expect the key RBNZ sectoral factor model to return another annual print close to 1.7%, but to 

firm over 2019 as pressures build on core inflation.  With underlying growth momentum looking to have slowed over 

late 2018 and with ongoing risks to the growth outlook, the RBNZ can afford to be patient. 

CPI breakdown Q% Jun-18 Sep-18 Dec-18

Food 0.8 0.6 -1.3

Alcohol & tobacco 1.1 -0.2 -0.5

Clothing & footw ear 0.5 -0.1 0.0

Housing & h/h utilities 0.9 1.1 0.6

H/h contents & services 0.0 0.7 -0.5

Health -0.3 0.9 -0.2

Transport 0.2 2.4 1.0

Communication -2.1 -1.8 -1.0

Recreation and culture -1.4 0.9 0.8

Education 0.1 0.0 0.0

Misc.goods & services 0.7 0.7 0.5

CPI 0.4 0.9 0.0

Tradable 0.3 0.9 -0.6

Non-tradable 0.4 0.8 0.5

CPI Annual 1.5 1.9 1.8
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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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