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Piecing the growth puzzle together  
Last week the RBNZ left the OCR firmly on hold and maintained its neutral bias: the next move in the OCR could be 

either up or down (see the full review on Page 2).  Notably, the RBNZ chose to look through the stronger than 

expected Q2 GDP release, noting the growing downside risks to the growth outlook.  This week provides an important 

piece of the NZ growth outlook puzzle in the form of the NZIER Quarterly Survey of Business Opinion (read the Chart 

of the Week for more).  Offshore, the Reserve Bank of Australia’s rate announcement (no change expected) and 

Friday’s US Non-farm Payrolls release will be the key events.  

Key events and views 

Key Insights A review of the RBNZ’s September Official Cash Rate Review.  

Foreign exchange NZD/USD finished the week lower due to a stronger USD. 

Interest rates NZD yields fractionally lower than this time last week. 

Domestic events Quarterly Survey of Business Opinion, GlobalDairyTrade auction.   

International events The RBA Interest Rate Announcement and US Non-farm Payrolls are key events this week.  

Calendars NZ and international calendar of upcoming economic events. 
 

Chart of the Week: Puzzle pieces 
Our view of NZ’s economic growth outlook is comprised of a number of different pieces that all fit together to 

create the whole picture – much like a puzzle. This week, we get an 

update on one of the key pieces in this picture, the Q3 NZIER 

Quarterly Survey of Business Opinion (QSBO). 

Business confidence has continued to fall since the election and 

change of government in late 2017. However, the NZIER QSBO 

survey has not fallen as sharply as the ANZ survey.  The QSBO has 

remained the stronger predictor of GDP growth in recent years, and 

the survey’s responses on ‘experienced trading activity’ correctly 

predicted the underlying pace of growth to hold up over the first half 

of 2018. However, the recent falls in ANZ business confidence have 

raised red flags around the pace of economic growth likely to be 

achieved over the second half of 2018. 

As a result, we will be watching the Q3 QSBO result very closely. Should Q3 QSBO fall in line with the recent ANZ 

releases, then we are likely to shift our view towards a lower growth outlook over the remainder of 2018.  
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Key Insights this week: RBNZ September OCR Review – Nervously neutral 
 

Key points 

 The RBNZ left the OCR at 1.75%, and retained its OCR outlook and neutral bias – all as expected. 

 The RBNZ remained cautious about the domestic growth outlook, noted risks from trade tensions.  

 We still expect eventual OCR increases from early 2020; near-term risks skewed to a cut.  

Summary & implications  
The RBNZ’s outlook for interest rates remained identical to the August Monetary Policy Statement’s.  The latest 

statement had a few tweaks to suggest the RBNZ is slightly more cautious about some of the key risks.   

We continue to expect the RBNZ will keep the OCR on hold, and eventually lift the OCR in early 2020.  However, the 

risks through to mid-2019 are tilted to a lower OCR due to low levels of business confidence.  The RBNZ showed a 

slightly greater degree of caution about the path forward: continued wariness over the domestic growth outlook (as 

we expected), but also noting trade tensions more prominently than in the August Monetary Policy Statement.  

Given still-weak business confidence, the RBNZ’s view of looking the ‘gift horse’ of strong Q2 GDP in the mouth is 

prudent. 

We remain of the view that inflation pressures will pick up sooner than what the RBNZ has been forecasting to date.  

In particular, we expect a greater degree of wage inflation and subsequent flow-through to consumer prices.  That is 

why we expect that eventual OCR increases will occur sooner than the late-2020 indication from the RBNZ. 

But the near-term risks are still skewed towards a lower OCR, primarily if growth does not live up to RBNZ 

expectations.  Although the RBNZ will have been pleasantly surprised by the strength of Q2 GDP, continued soggy 

business confidence will keep it wary about the growth performance over the rest of 2018 – particularly the tail end of 

the year. 

Growth: risks skewed to the downside  
The RBNZ stated its outlook for economic growth was “little changed”, 

with many of the key drivers of growth remaining intact.  The RBNZ was 

significantly surprised by the strength of Q2 GDP growth, with annual 

growth coming in at 2.8% vs the RBNZ’s forecast of 2.3%.  The RBNZ 

acknowledged this stronger starting point but emphasised the 

downside risks to growth outlook remain.  We saw some scope for the 

RBNZ to revise H2 2018 growth lower on the back of low business 

confidence.  

Very low levels of business confidence remain a key threat to the 

growth outlook.  The RBNZ noted at the August Monetary Policy 

Statement (MPS) that weak business confidence can affect employment 

and investment decisions.  In the August MPS, the RBNZ included an 

alternative scenario in which it cut the OCR by 100 basis points because 

GDP growth remained below 3% over 2019 (the RBNZ’s central forecast 

was for annual growth to reach 3.5% growth by the end of 2019).  With 

the RBNZ emphasising the downside risks to the growth outlook, the 

RBNZ continues to hint that rate cuts are possible over the next 12 

months.  

Along with the continued downside risks to the domestic outlook, the 

RBNZ was more cognisant of downside risks to the global growth 

outlook as well. This suggests the RBNZ sees an increased skew of -30
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downside risk to its central assessment.  While the RBNZ continues to see “robust global economic growth” it noted 

trade tensions for the first time in its key policy assessment, with the tensions “increasing the risk that ongoing 

increases in trade barriers could undermine global growth”. To date, the amount of trade affected by tariffs is still 

modest in relation to global trade, but the likelihood of further escalation in tariffs and protectionism is a clear risk to 

a small open economy such as NZ. 

Inflation outlook: same, but growth dependent 
The RBNZ’s assessment of the inflation outlook is largely unchanged. 

Inflation is expected to rise modestly over the coming years as capacity 

pressures gradually build. Further, the RBNZ will continue to look 

through volatility caused by one-off movements, particularly in relation 

to fuel prices. 

The modest inflation outlook underscores the RBNZ’s lack of urgency to 

adjust policy settings at this point in time. However, the pace at which 

inflation lifts back towards the 2% mid-point of the target band 

depends on both domestic and global growth. If either global or 

domestic growth falters, inflation is likely to remain below 2% for longer 

than currently forecast, which in turn increases the likelihood of OCR 

cuts.  

Monetary conditions a bit of a buffer 
Encouragingly, the relaxation in NZ monetary conditions has minimised 

the amount of work that the OCR has to do to support the economy. 

The NZD Trade Weighted Index is still slightly below where it was the 

day prior to the August Monetary Policy Statement (72.84). Medium- to 

longer-term NZD wholesale interest rates are 10-15bps lower than prior 

to the August MPS, with further cuts to fixed mortgage interest rates. 

Market reaction 
There was little reaction in domestic interest rate markets, with the 3-

year swap yield unchanged at 2.17% The NZD firmed leading up to the 

RBNZ decision, with little change since then. 

Key Rates 8: 50 am 9:05 am 9:30 am 

NZD/USD            0.6657             0.6668         0.6670 

NZD/AUD            0.9168             0.9183          0.9185  

NZD/EUR            0.5669             0.5678          0.5678  

NZD/JPY              75.02               75.17            75.16  

NZD/GBP            0.5054             0.5064          0.5063  

NZ TWI              72.36               72.49             72.49  

NZ 90 day Bank Bill                 1.92                  1.92               1.92  

NZ 1 year swap rate                 1.98                  1.98               1.98  

NZ 3 year swap rate                 2.17                  2.17               2.17  

NZ 5 year swap rate                 2.43                  2.43               2.43  
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Foreign Exchange Market  

FX Rates Current* Week ago Month ago Year ago ST Bias Support^ Resistance^ MT Bias 

NZD/USD 0.6621 0.6668 0.6643 0.7215 FLAT 0.6500 0.6750 UP 

NZD/AUD 0.9167 0.9174 0.9156 0.9191 FLAT 0.9050 0.9300 FLAT 

NZD/JPY 75.30 75.07 73.74 81.24 FLAT 74.1 76.4 FLAT/UP 

NZD/EUR 0.5703 0.5677 0.5692 0.6122 FLAT 0.5620 0.5790 FLAT 

NZD/GBP 0.5079 0.5097 0.5104 0.5376 FLAT 0.5010 0.5160 DOWN 

TWI 72.1 72.2 71.9 76.12 FLAT 70.5 73.0 FLAT 

 ^ Weekly support and resistance levels * Current as at 9.30am Monday; week ago as at Monday 5pm 

NZD Recap 
The NZD traded within a relatively narrow range against the AUD over the past week with volatility in the NZD and 

AUD largely driven by offshore events over the week.   The NZD was mostly unchanged from domestic events, with 

ANZ business confidence stabilising in September, and the RBNZ signalling no change to its OCR outlook.    NZD/USD 

finished the week lower due to a stronger USD.  There was a spike in NZD/USD volatility on Thursday with the Federal 

Reserve Rate Announcement at 6am followed by the RBNZ rate announcement 9am. Both announcements triggered 

brief knee-jerk reactions in the NZD/USD (with the Fed announcement triggering an initial dip in the USD), which in 

both cases was quickly unwound.    The NZD outperformed the EUR over the week, with the EUR weighed down by 

relatively dovish comments from the European Central Bank’s Chief Economist early in the week and by Italian fiscal 

uncertainty concerns later in the week.  

Near-term outlook 
The NZD is likely to be driven by offshore events again this week, although Tuesday’s QSBO and Tuesday night’s 

Global Dairy Trade auction are event risks.  The Q3 NZIER Quarterly Survey of Business Opinion is likely to gain more 

market scrutiny than usual.  The QSBO has a closer relationship to economic growth than the monthly ANZ survey.  

Furthermore, the QSBO has remained comparatively upbeat compared to the ANZ survey.  If this trend continues into 

Q3, a more upbeat business confidence reading could provide some support to the NZD this week.  The RBA 

announcement is an event risk for the AUD this week.  The RBA is expected to leave the cash rate unchanged at 1.5% 

and the announcement is unlikely to be market moving.  Nonetheless, there may be some additional scrutiny around 

any comments on lending conditions given a number of banks have lifted mortgage rates.  US Non-farm Payrolls is 

the key US release this week, with continued above-average employment gains and further improvement in average 

hourly earnings growth likely to be supportive of the USD.  

Medium-term outlook 
We now have a stronger USD outlook given the solid US growth outlook, high US Terms of Trade, and the weaker 

Chinese and emerging market outlook.  We expect the NZD to oscillate in a 65 to 71 US cent range over the forecast 

period. Nevertheless, the NZD TWI should remain broadly supported by a solid growth outlook, our historically-high 

Terms of Trade and upwardly drifting NZ interest rates. The NZD is expected to remain in a 90-91 Australian cent zone 

through to the end of next year. We expect the NZD to ease slightly over the projection period relative to EUR. The 

European Central Bank is expected to hike rates in September 2019, although slow growth in the Eurozone will limit 

the extent of ECB tightening. We also expect that Brexit risks will keep the GBP low against the NZD. Low inflation is 

expected to keep the BOJ on hold, with the NZD/JPY modestly strengthening over the forecast period.  

 

ASB foreign exchange forecasts Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZD/USD 0.71 0.72 0.67 0.66 0.65 0.66 0.68 0.70 0.66

NZD/AUD 0.91 0.94 0.92 0.92 0.90 0.90 0.91 0.90 0.90

NZD/JPY 80 77 74 75 73 74 73 75 74

NZD/EUR 0.59 0.59 0.58 0.57 0.58 0.58 0.55 0.55 0.54

NZD/GBP 0.53 0.51 0.52 0.51 0.52 0.53 0.53 0.54 0.51

NZD TWI 74.3 74.3 72.5 72.1 71.4 71.9 72.3 72.8 70.2
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Interest Rate Market 

Wholesale interest rates Current Week ago Month ago Year ago ST Bias MT Bias 

Cash rate 1.75 1.75 1.75 1.75 FLAT UP 

90-day bank bill 1.92 1.92 1.91 1.96 FLAT UP 

2-year swap 2.04 2.04 1.98 2.21 FLAT UP 

5-year swap 2.39 2.41 2.32 2.75 FLAT UP 

10-year swap 2.90 2.92 2.83 3.27 FLAT UP 

10-year govt bond yield 2.61 2.66 2.54 2.96 FLAT UP 

Curve Slope  (2s10s swaps) 0.86 0.88 0.85 1.05 FLAT FLAT 

* Current as at 9.30am today; week ago as at Monday 5pm 

Market Recap 
NZD yields start the week fractionally lower than this time last week, with larger falls for longer-term rates.  There was 

minimal interest rate market reaction to the OCR announcement, in which the RBNZ retained its OCR outlook and 

neutral bias, but also flagged caution over the domestic growth outlook and risks from trade tensions.  Global interest 

rate curves flattened as long-term rates rallied on heightened trade tensions. This is occurring amidst an 

environment in which the US Federal Reserve has been raising interest rates. Last week’s 25bp Federal Funds hike 

(2.00% to 2.25%) came with the signal of one further 2018 hike (likely in December), three 2019 hikes and one further 

hike in 2020. The Fed policy assessment made no mention of trade tensions, but the impact of higher US tariffs now 

look to be impacting on global sentiment, with the Official Chinese September manufacturing PMI falling to a 7-month 

low and with Eurozone manufacturing PMI’s on a softening trajectory.  

Near-term NZD interest rate outlook 
We have a neutral bias for local rates. Pivotal to local short-term interest rates will be tomorrow’s Quarterly Survey 

of Business Opinion (QSBO), which will provide key insights about the pace of domestic growth momentum for the 

second half of the year. If readings from this survey are as weak as those evident in last week’s ANZ Business Outlook 

survey, market pricing is likely to gravitate towards pricing in greater odds to an OCR cut. Our core view, however, is 

that the hurdle to an OCR cut remains high, and the 6bps of OCR rate cuts currently priced in looks to be a fair 

reflection of the risk profile. Global longer-term yields are expected to trade in reasonably tight ranges, with two-

sided risks. An escalation of trade tensions or concerns over emerging markets could likely dampen longer-term rates, 

but if the US and Canada strike a trade deal tonight, higher rates and steeper curves are expected to result. The RBA is 

widely expected to hold the cash rate and maintain its mild tightening bias (we don’t expect a RBA rate hike until 

November 2019). US employment prints should remain reasonable. Strengthening wage inflation could see US 

Treasury yields push higher and test 2018 highs, but softer prints could see markets reassess the need for higher US 

interest rates.  

 
Medium-term outlook 
Given the cautious RBNZ assessment over the pace of NZ growth and due to our low CPI inflation outlook we expect 

the OCR to remain on hold until February 2020. We do not expect OCR cuts, but if inflationary pressure fails to 

materialise then eventual OCR increases may be delayed. We also expect a mild pace of policy tightening by the 

RBNZ, with the OCR expected to peak at just 2.75% this cycle (from August 2021 onwards). Longer-term NZD rates 

should also drift higher with global counterparts. We expect US 10-year Treasury yields to settle above 3%. Modest 

RBNZ tightening and low global yields should limit the climb in NZD yields. 

 

 

  

ASB interest rate forecasts Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 1.75 2.00 2.50 2.75

NZ 90-day bank bill 1.88 2.0 2.0 1.9 1.9 2.0 2.3 2.7 3.0

NZ 2-year swap rate 2.21 2.2 2.1 2.0 2.1 2.2 2.5 3.0 3.2

NZ 10-year Bond 2.75 2.7 2.9 2.7 3.0 3.1 3.3 3.5 3.6

http://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-ocr-sep-2018-review.pdf
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Major Domestic Events for the week ahead 
Data Date Time (NZT) Previous Market  ASB  

Quarterly Survey of Business Opinion, Q3 02/10 10:00 am -20 - - 

GlobalDairyTrade auction, whole milk powder, % chg 02/10 overnight -1.8 - No change 

 
There are two main business confidence surveys in New Zealand – the 

NZIER Quarterly Survey of Business Opinion (QSBO) and the ANZ monthly 

Business Outlook survey.  Following the election and change of 

government, business confidence fell in NZ.  However, the NZIER QSBO 

survey has not fallen as sharply as the ANZ survey.  The QSBO has 

remained the stronger predictor of GDP growth in recent years, and the 

survey’s responses on ‘experienced trading activity’ correctly predicted 

the underlying pace of growth to hold up over the first half of 2018.  As a 

result, we will be watching the Q3 QSBO outcome very closely.  If the QSBO 

survey reveals a fall in business confidence in line with the very low levels in 

the ANZ monthly survey, then we would likely revise our H2 2018 GDP 

forecast lower.  

The key variables we will be looking for with regards to our GDP 

growth outlook include (seasonally-adjusted) own-activity 

expectations for the next three months (previously +12.8) and 

(seasonally-adjusted) experienced activity over the past three months 

(previously +7.2).  Other key economic indicators include employment 

intentions, investment intentions and pricing intentions.     

We expect whole milk powder prices to be unchanged at the 

GlobalDairyTrade auction overnight Tuesday.  A fortnight ago, whole 

milk powder (WMP) prices fell by 1.8%.  At the current juncture, futures 

pricing suggests WMP prices will post a small rise in the vicinity of 1%.  

However, with peak NZ production approaching and coinciding with a 

peak in auction volume offerings, we anticipate that prices will remain 

subdued until the production peak passes. 
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Major International Events for the week ahead* 

Data Date Time  

(NZT) 

Market ASB  

Australia CoreLogic Dwelling Prices, Sep, %mom 02/10 1:00 pm - -0.5 

RBA Interest Rate Announcement, % 02/10 5:30 pm 1.5 1.5 

CBA Manufacturing PMI, Sep, index 02/10 12:00 pm - - 

Australia Building Approvals, August, %mom 03/10 2:30 pm 1.0 1.0 

Australia Trade Balance, August, $bn 04/10 2:30 pm 1.5 1.2 

Australia Retail Trade, August, %mom 05/10 2:30 pm 0.3 0.3 

US Non-farm Payrolls, September,  000s 06/10 1:30 am 185 - 
*Originally published by CBA Global Markets Research on Friday 28th September 2018 at 14.31pm. 

Australia’s daily CoreLogic data are showing that dwelling prices were down again in September; the 12th consecutive 

monthly fall.  We expect dwelling prices will continue to fall because of softer credit growth, a continued lift in 

apartment supply, weaker foreign demand and more rational prices expectations from would-be buyers.  We are 

expecting a peak-to-trough fall of around 10% in Sydney and a little less in Melbourne. 

The Reserve Bank of Australia will leave the cash rate at 1.5% at Tuesday’s meeting.  The central bank is likely to 

remain upbeat on the domestic economy although the downside risks stemming from a trade war will likely get a 

mention.  We will be interested to see what the RBA says on mortgage interest rates.  Two of the major banks have 

increased mortgage rates since the RBA last met. 

We are expecting a 1% lift in Australia’s residential building approvals in August, following a 5.2% fall last month.  

Building approvals have eased in recent months but remain at a fairly high level.  There is a solid pipeline of residential 

building work still to come and there are reports of some capacity constraints in Sydney. 

Australia’s CBA Manufacturing PMI posted a small increase in August.  However the rate of expansion was relatively 

soft for the first two months of the September quarter.  Encouragingly, future business expectations remain elevated. 

The CBA Services PMI moved lower in August.  Recent readings show that there has been a clear loss of service sector 

momentum since the middle of the year.  But still-high readings for business expectations about the year ahead 

suggest activity has hit a pothole rather than started a more serious decline. 

We expect a small pull-back in Australia’s trade surplus in August following two very solid outcomes.  Rural export 

volumes may move lower because of the drought.  However, a solid lift in rural commodity prices in the month are an 

offset.  LNG export values are lifting with higher oil prices and the ramp-up in production both contributing. 

We are expecting a modest 0.3% lift in Australian retail trade in August.  The retail sector has looked a little stronger 

this year.  Solid jobs growth is helping to boost consumers’ spending power.  However consumer sentiment has been 

a bit softer in recent months, with political instability and higher mortgage rates weighing. 

Leading US employment indicators point to above average Non-farm Payrolls gains (consensus: 185k). Meanwhile, 

business and consumer surveys of future compensations are consistent with further improvement in average hourly 

earnings growth (consensus: +0.3%mom, 2.9%yoy). 
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Global Data Calendars 
 

Calendar - Australasia, Japan and China 
 

 Time      Forecast 

Date (NZT) Eco Event Period Unit Previous Mkt ASB 

Mon 1 Oct 12:50 JN Tankan large manufacturing  Q3 Index 21.0 22.0 ~ 

 13:30 JN Nikkei Japan PMI manuf. Sep F Index 52.9 ~ ~ 

 14:00 

 

AU 

 

Melbourne Institute Inflation  Sep m%ch 0.1 ~ ~ 

Tue 2 Oct 02:00 NZ GDT auction, WMP, % chg Oct % -1.8 ~ No Chg 

 10:00 NZ QSBO, General Confidence Q3 Net % -20 ~ ~ 

 12:00 AU CBA Australia PMI manuf. Sep Index 53.2 ~ ~ 

 13:00 AU CoreLogic house px  Sep mch -0.4 ~ -0.5 

 17:30 AU RBA cash rate target Oct % 1.5 1.5 1.5 

Wed 3 Oct 05:00 NZ QV house prices  Sep y%ch 4.8 ~ ~ 

 13:30 JN Nikkei Japan PMI composite Sep Index 52.0 ~ ~ 

 14:30 

 

AU 

 

Building approvals  Aug m%ch -5.2 ~ 

~ 

1.0% 

Thu 4 Oct 12:00 AU CBA Australia PMI composite Sep Index 52.0 ~ ~ 

 14:30 AU Trade balance Aug $mn 1,551 ~ 1,200 

Fri 5 Oct 14:30 AU Retail sales  Aug m%ch 0.0 ~ 0.3 

 14:35 AU RBA's Heath gives speech in Canberra 

 18:00 JN Leading index CI Aug P Index 103.9 ~ ~ 

*P = Preliminary 

 
Calendar - North America & Europe 

 
 Time      Forecast 

Date (UKT) Eco Event Period Unit Previous Mkt ASB 

Mon 1 Oct 09:00 EC Markit Eurozone manuf. PMI Sep F Index 53.3 ~ ~ 

 09:30 UK Markit UK PMI manufacturing Sep Index 52.8 ~ ~ 

 10:00 EC Unemployment rate Aug % 8.2 ~ ~ 

 14:02 US Fed's Bostic speaks on Economic Development 

 15:00 US ISM manufacturing Sep Index 61.3 60.1 ~ 

 16:00 US Fed's Kashkari speaks in Minnetonka, Minnesota 

 17:15 US Fed's Rosengren speaks on the U.S. Outlook and Monetary Policy 

Tue 2 Oct 10:00 

 

EC 

 

PPI  Aug m%ch 0.4 ~ ~ 

 17:00 US Fed's Chairman Powell speaks at NABE Conference in Boston 

Wed 3 Oct 09:00 EC Markit Eurozone services PMI Sep F Index 54.7 ~ ~ 

 09:30 UK Markit/CIPS UK services PMI Sep Index 54.3 ~ ~ 

 10:00 

 

EC 

 

Retail sales  Aug m%ch -0.2 ~ ~ 

 11:30 US Fed's Evans speaks in London 

 15:00 US ISM non-manufacturing index Sep Index 58.5 58 ~ 

 13:05 US Fed's Barkin speaks at Economic Conference in West Virginia 

 19:15 US Fed's Mester speaks at Community Banking Conference 

Thu 4 Oct 15:00 US Factory orders Aug % -0.8 1.0 ~ 

 15:00 US Durable goods orders Aug F ~ ~ ~ ~ 

Fri 5 Oct 09:30 UK Unit labor costs  Q2 y%ch 3.1 ~ ~ 

 13:30 US Trade balance Aug $bn -50.1 -48.5 ~ 

 13:30 US Change in nonfarm payrolls Sep 000 201.0 188.0 ~ 
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Key Forecasts 
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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.   

ASB  NZ economic forecasts Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22
<< actual  forecast >>

GDP real - Q% 0.6 0.5 1.0 0.6 0.8

GDP real - A% 2.9 2.6 2.8 2.8 3.0 3.1 3.0 2.9 2.8

GDP real - AA% 2.8 2.7 2.7 2.8 2.8 2.9 3.0 3.0 2.8

CPI - Q% 0.1 0.5 0.4 0.6 0.4

CPI - A% 1.6 1.1 1.5 1.6 1.9 1.9 1.6 1.7 2.0

HLFS employment growth - Q% 0.4 0.6 0.5 0.4 0.5

HLFS employment growth - A% 3.7 3.1 3.7 1.9 2.0 1.8 1.7 1.4 1.2

Unemployment rate - %sa 4.5 4.4 4.5 4.5 4.4 4.4 4.3 4.2 4.1

Annual current account balance as % of GDP-2.9 -3.0 -3.3 -3.3 -3.1 -2.4 -2.0 -2.3 -2.8
    Q% = percentage change on previous quarter

    A% = percentage change since same quarter the previous year

    AA% = percentage change for year ending quarter since the previous year

ASB interest rate forecasts Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 1.75 2.00 2.50 2.75

NZ 90-day bank bill 1.88 2.0 2.0 1.9 1.9 2.0 2.3 2.7 3.0

NZ 2-year swap rate 2.21 2.2 2.1 2.0 2.1 2.2 2.5 3.0 3.2

NZ 10-year Bond 2.75 2.7 2.9 2.7 3.0 3.1 3.3 3.5 3.6

ASB foreign exchange forecasts Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZD/USD 0.71 0.72 0.67 0.66 0.65 0.66 0.68 0.70 0.66

NZD/AUD 0.91 0.94 0.92 0.92 0.90 0.90 0.91 0.90 0.90

NZD/JPY 80 77 74 75 73 74 73 75 74

NZD/EUR 0.59 0.59 0.58 0.57 0.58 0.58 0.55 0.55 0.54

NZD/GBP 0.53 0.51 0.52 0.51 0.52 0.53 0.53 0.54 0.51

NZD TWI 74.3 74.3 72.5 72.1 71.4 71.9 72.3 72.8 70.2
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