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RBNZ relaxes LVR restrictions a smidge more  
The RBNZ relaxed the high LVR lending speed limits last week, acknowledging that financial stability risks are easing. 

There have been a number of moving parts impacting the housing market in recent years, but some initial analysis 

(Page 2) suggests the implementation of the LVR lending limits did have an impact in slowing the housing market.  

Hence we could expect some additional support to housing over the coming months, albeit potentially offset by 

flagged higher bank capital requirements and continued investor caution.  This week, we begin to receive some key 

domestic economic data which feed into our Q3 GDP forecast.  Meanwhile, offshore key economic data releases 

include Australian Q3 GDP growth and US employment.  

Key events and views 

Key Insights Recap on the week’s events, with our view on the impact of the relaxation in the LVRs. 

Foreign exchange The NZD lifted strongly against most major currencies we monitor last week.  

Interest rates NZ interest rates continue to fall, following global yields lower.   

Domestic events GlobalDairyTrade auction, Q3 building activity   

International events Australian Q3 GDP, BoC rate announcement, US Non-farm Payrolls.  

Calendars NZ and international calendar of upcoming economic events. 

 

Chart of the Week: US Fed Funds Rate – close to the summit?  
The US Federal Reserve has steadily hiked the Fed Funds rate over the past few years, and a question of growing 

importance for financial markets has been how much higher can the 

Fed Funds rate go?  Financial markets continue to take a cautious view 

on the US economy’s ability to absorb interest rates increases, with a 

growing number of financial market participants worried the Fed 

might over-tighten based off its current median Fed Funds projection.   

Last week, Federal Reserve Chair Jay Powell confirmed his view that 

interest rates are “just below the…. level that would be neutral for the 

economy”. This contrasts with earlier comments from September that 

the Fed funds rate was still “a long way from neutral”. This suggests the 

Fed is also becoming more wary of how much higher interest rates can 

rise in the US.  This change in tone is likely to weigh on the USD over 

2019, providing some offset to positive USD supports such as strong US 

Terms of Trade and strong capital inflows.    
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Key insights this week: Weekly recap and our view on the impacts of the LVRs 

 The RBNZ relaxed LVR criteria for residential borrowing by owner-occupiers and investors. Our work suggests 

the LVR restrictions have played a significant part in slowing the residential property market.  

 Q3 retail volumes weak. But don’t write-off Q4 retail just yet.  

 The persistent weakness in sentiment measures looks to be an expression of government policy discomfort as 

well as the result of capacity pressures, rather than signalling a genuine slowdown.  

RBNZ relaxes LVR restrictions, which should support the residential property market 

The $64,000 question last week was whether the RBNZ would go ahead and relax loan to value restrictions (LVR) on 

lending secured on residential property.  It turns out they did, for both owner-occupiers and investors. From the start 

of 2019 20% of new housing loans to owner-occupiers (previously 15%) can have deposits of less than 20%, while 

only 5% of loans to property investors can have deposits of less than a 30% deposit (previously a 35% deposit).  

The motivation for the relaxation was that the RBNZ adjudged that slowing growth in house prices and mortgage 

lending had reduced financial sector risk.  Softening housing market momentum, the return to “more sustainable 

levels” of housing credit growth and strict enforcement of lending criteria by banks look to behind the RBNZ’s 

decision.  Nevertheless, household debt is high and concentrated (particularly for property investors) and the most 

vulnerable borrowers have debts that are large relative to both their incomes and the value of their assets.  

The RBNZ will continue to closely watch housing and house price growth and will likely further ease LVR restrictions if 

risks diminish as expected over the next few years.  Potentially offsetting this, however, will be prospective increases 

in capital requirements for NZ banks. This month the RBNZ will release a consultation paper on the remaining 

elements of the capital review, including the setting of minimum capital ratios and buffers, with final decisions on all 

components of the capital review expected in the second quarter of 2019. The RBNZ’s preliminary view is that higher 

capital requirements are necessary for banking system resilience.  Higher capital requirements could likely filter 

through into higher borrowing costs and offset the impact of the relation in the LVR restrictions. Watch this space, 

though any capital shifts remain some time off. 

We have been taking a closer look at the LVR 

restrictions and will be shortly publishing a research 

note.  The accompanying chart presents some 

preliminary findings, which show the responsiveness 

of Nationwide (black lines) and Auckland house prices 

(blue lines) to mortgage interest rates and the LVR 

restrictions. It suggests that the LVR restrictions have 

been very effective in containing house price 

inflation. The imposition of LVR restrictions on 

property lending to investors looks to have had a 

sizeable dampening impact on Auckland residential 

values. Higher LVR speed limits have provided a small 

offsetting impact.   

The pending relaxation in deposit requirements for 

property investors and the higher speed limits will 

likely support the nationwide residential property 

market as will recent falls in mortgage interest rates. 

They will also raise the hurdle to an OCR cut. As we discussed last week, however, there are a multitude of factors 

impacting on residential property markets.  Ultimately, economic fundamentals will have the final say on where 

property values settle.  
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Retail woes in Q3 to prove fleeting 

Retail trade spending volumes were flat over Q3, considerably weaker than the market consensus (+1.0 % qoq).  On 

an annual basis, total volume spending growth eased to 2.6%, the lowest in six years. Core retail spending (excluding 

fuel and vehicle-related) showed slightly more vigour, with volumes up 0.4% qoq, although the annual growth rate of 

4% was the lowest in two years.  The figures confirmed deceleration in retail spending was underway and was 

consistent with cooling consumer sentiment.  On a trend basis, retail volume growth over the middle of 2018 looks 

to have eased further. Annualised growth in retail volumes for the middle six months of 2018 was around 2.3% (core 

+3.6%) as opposed to the 5-6% rates in the middle of 2017.     

 The impact of rising fuel prices was clearly evident, with fuel 

spending values up 7% qoq (18.4% yoy). Higher spending on 

fuel looks to have dampened spending in other areas. Prices 

fell 0.1% qoq for core retail sales (-0.4% yoy), suggesting core 

inflationary pressures remain benign.  Easing retail fuel 

prices, the tight labour market, continued government 

support, increasing wages and higher producer incomes 

should translate into a Q4 lift in retail volumes.  Since 

peaking in mid-October, retail fuel prices have fallen by more 

than 30 cents per litre, which will save the average household 

about $10 per week.  Indeed the outlook for discretionary and 

wider retail looks a little brighter than when we published our 

note on the drivers impacting the retail sector. 

Lacking confidence in low confidence measures 

The ANZ Business Outlook was true to form and showed that business confidence remained weak in November, 

with  a net 37% of respondents reporting they expect general business conditions to deteriorate in the year ahead. At 

face value, the survey made for grim reading. Readings for own activity expectations (+7) were essentially unchanged 

from October and while residential and commercial construction intentions firmed, investment (-4) and employment 

intentions (-2) remained well below historical averages.  Business confidence has remained weak since the change in 

Government and continues to highlight downside risks to the growth outlook.  

 

We are wary at taking weak business confidence survey 

readings at face value considering the strong fundamentals 

providing support to the economy and businesses, including high 

export prices, low interest rates, stimulatory fiscal settings and 

strong population growth.  The weak business confidence 

readings could be the more the result of acute and widespread 

capacity constraints, and of discomfort and uncertainty about 

the direction of policy under the new Coalition Government. In 

Box C in the November Monetary Policy Statement, the RBNZ 

appears to have come to a similar conclusion, highlighting that 

firms had reported activity had generally remained robust and 

that investment intentions were generally strong, despite some 

uncertainty around government policy.  

We expect growth momentum to slow over the latter stages of 2018, but then to subsequently strengthen over the 

course of 2019 given the still-widespread supports to the outlook. Business sentiment may be weak, but for now 

firms are still getting on with it. Let’s not write the economy off just yet.  
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Foreign Exchange Market  

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

NZD/USD 0.6917 0.6788 0.6652 0.6830 UP 0.6800 0.7000 FLAT/UP 

NZD/AUD 0.9376 0.9365 0.9243 0.9030 FLAT 0.9300 0.9450 DOWN 

NZD/JPY 78.73 76.83 74.95 76.84 UP 76.90 79.30 DOWN 

NZD/EUR 0.6089 0.5986 0.5835 0.5733 UP 0.5990 0.6170 DOWN 

NZD/GBP 0.5408 0.5297 0.5120 0.5047 UP 0.5310 0.5470 DOWN 

TWI 75.3 74.2 72.7 72.12 UP 73.0 76.5 DOWN 

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

NZD Recap 
The NZD lifted strongly against most major currencies we monitor last week, with the Trade Weighted Index rising 

1.6% over the week.   The NZD/USD outperformed over the week, due to a weaker USD, lifting over 2% and reaching a 

6-month high. USD weakness stemmed from dovish comments from the US Federal Reserve Chair, Jerome Powell and 

a US-China trade war truce over the weekend. Jerome Powell’s comments suggested that future rate hikes could be 

slower and fewer than previously anticipated as US interest rates approach estimates of the neutral level.  The US and 

Chinese Presidents agreed over the weekend to halt the imposition of new tariffs for 90 days while China has agreed 

to buy agricultural, industrial and energy goods from the US.  Brexit developments continued to cause volatility in the 

GBP last week, but overall the NZD/GBP rose over 2% last week. NZD/AUD lifted slightly but developments between 

US and China also supported the AUD/USD, with the cross opening up around 1% higher this morning.   Domestic data 

had a secondary impact on the NZD last week, with the still-soft ANZ business confidence report only temporarily 

subduing the currency.   

Near-term outlook 
The USD is likely to remain under pressure as markets continue to digest the temporary trade war truce between 

the US and China.  However, any further developments will likely cause volatility in the USD.  The GBP is also likely to 

remain volatile this week with the House of Commons debating the Brexit withdrawal agreement over the week. The 

final vote on the agreement takes place on the 11th of December. Economic data are also likely to cause some 

volatility in currency crosses this week with numerous releases that have the potential to move currencies including a 

GlobalDairyTrade auction, the Reserve Bank of Australia and Bank of Canada rate announcements (Tuesday and 

Wednesday respectively) and US Non-farm Payrolls data on Friday night (NZT).  

Medium-term outlook 
We have a strong 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 (although has recently moved above this band).  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 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZD/USD 0.67 0.66 0.65 0.66 0.68 0.70 0.66

NZD/AUD 0.92 0.92 0.90 0.90 0.91 0.90 0.90

NZD/JPY 74 75 73 74 73 75 74

NZD/EUR 0.58 0.57 0.58 0.58 0.55 0.55 0.54

NZD/GBP 0.52 0.51 0.52 0.53 0.53 0.54 0.51

NZD TWI 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 1.98 1.99 1.94 1.91 FLAT UP 

2-year swap 2.08 2.13 2.05 2.14 FLAT UP 

5-year swap 2.42 2.49 2.38 2.58 FLAT UP 

10-year swap 2.87 2.96 2.87 3.08 FLAT UP 

10-year govt bond yield 2.56 2.66 2.59 2.72 FLAT UP 

Curve Slope  (2s10s swaps) 0.79 0.84 0.82 0.95 FLAT FLAT 

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

Market Recap 
NZ interest rates continue to ease, with markets taking back some of the early-November climb in yields.   Yields on 

the bellwether 2-year swap have been easing since the November Monetary Policy Statement, with yields for the 10-

year tenor down by around 25 basis points since that time.  The catalyst behind recent moves is mainly global.  

Concerns over slowing global growth and increasing unease prior to the G20 leaders’ summit dampened long-term 

yields, which touched one-year lows. The Fed was in focus last week, with US interest rates declining following recent 

commentary by officials (including Fed President Powell) suggesting they were close to (“just below”) neutral levels 

and towards the mature phase of the US interest rate cycle.  Brexit jitters continued to dampen European yields (the 

UK Parliament vote is next week) as did concerns over Italian fiscal solvency. Domestic data and events (soft Q3 retail 

volumes, still-weak ANZ business confidence and the relaxation of LVR restrictions by the RBNZ) generated limited 

interest rate market reaction, although they were consistent with the fall in NZ yields.  Despite outright NZ yields 

being low, strong demand was evident at last week’s 2029 NZ Government bond auction.  

Near-term NZD interest rate outlook 
Market direction looks set to continue to be largely dictated by global events.  Central banks and trade tensions are 

expected to remain major market drivers. The trade truce between the US and China could act to marginally lift 

global yields and steepen curves.  Over the weekend it was announced that China and the US had agreed to a 

temporary truce on trade, including the 3-month delay by the US on 25% tariffs on USD200bn of imports from China 

and trade concessions by China. The RBA is widely expected to hold the cash rate at 1.50%. Q3 GDP for Australia could 

potentially generate market volatility if it deviates considerably from the 0.6% qoq market consensus. Market odds 

are also tilted towards the Bank of Canada remaining on hold this week, but early 2019 hikes are expected.  We 

expect local data to remain consistent with moderate growth in Q3 GDP (we have currently pencilled in +0.5-0.6% 

qoq). There are a number of key US data releases this week which could cause market volatility, including the Federal 

Reserve Beige book, manufacturing ISM, November payrolls. 

Medium-term outlook 
Given our low outlook for core inflation we now expect the OCR to remain on hold until August 2020. Our view is 

that the medium-term inflation outlook will not be strong enough to clear the high hurdle necessary to trigger an OCR 

hike until later in 2020. However, we also view the hurdle to OCR cuts as having risen given the solidity of recent data, 

high labour utilisation and various economic supports that should keep the economy moving. We expect a 

historically-low OCR endpoint of just 2.75% this cycle (from late 2021). NZD long-term yields are expected to 

gradually firm and move above US counterparts, but the eventual easing of US Treasury yields, mild RBNZ tightening, 

contained NZ inflation, and the strong allure for NZ assets should cap longer-term NZ yields at historically low levels. 

 

ASB interest rate forecasts 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 2.25 2.75

NZ 90-day bank bill 2.0 1.9 2.0 2.1 2.1 2.5 3.0

NZ 2-year swap rate 2.1 2.0 2.2 2.3 2.7 3.0 3.2

NZ 10-year Bond 2.9 2.7 2.8 2.9 3.3 3.4 3.4
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Major Domestic Events for the week ahead 
Data Date Time (NZT) Previous Market  ASB  

GlobalDairyTrade auction, whole milk powder, % chg 04/12 overnight -1.8 - -1.0 

Building Work Put in Place, volumes, Q3, % qoq 05/12 10:45 am 0.8 - 3.1 

 

We expect whole milk powder prices to fall by around 1% 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 modest rise in the 

vicinity of 2%.  However, futures pricing has been a poor predictor of 

auction results at recent auctions.  Instead, strong NZ production, 

including record high production over October, has led prices lower.  

And with strong production momentum, we expect prices to continue 

to trend lower at this auction. 

Building Work Put in Place is a survey of building-related construction 

activity and is a key input into GDP.  We forecast the volume of 

building activity lifted a robust 3.1% over Q3.  We expect both 

residential and non-residential building volumes to lift over the quarter 

(4.2% and 1.4%, respectively) on account of the strong lift in building 

consents issued since the start of 2018. Sales of ready-mix concrete 

also lifted in Q3, pointing to an increase in construction activity.  
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Major International Events for the week ahead* 

Data Date Time  

(NZT) 

Market ASB  

Australia CoreLogic Dwelling Prices, November, %mom 03/12 12.00 pm - -0.8 

Australia Building Approvals, October, %mom 03/12 1:30 pm -1.5 -1.0 

US ISM Manufacturing, November, points 04/12 4:00 am 57.5 57.3 

Australia Current Account Balance, Q3, $bn 04/12 1:30 pm -10.2 -10.3 

Reserve Bank of Australia Interest Rate Announcement, % 04/12 4:30 pm 1.5 1.5 

Australia GDP, Q3, %qoq 05/12 1:30 pm 0.6 0.7 

Australia Trade Balance, October, $bn 06/12 1:30 pm 3.0 3.0 

Australia Retail Trade, October, %mom 06/12 1:30 pm 0.3 0.4 

RBA Deputy Governor Debelle speech 06/12 10:05 pm - - 

US Non-farm Payrolls, November, 000s 08/12 2:30 am 199 190 
*Originally published by CBA Global Markets Research on Friday 30th November 2018 at 13.14pm. 

Australian daily data are pointing to another decent fall in dwelling prices over November.  Sydney dwelling prices 

appear to have posted a large fall over the month while Melbourne prices are down again too. 

Australian building approvals data are volatile but it is clear that approvals are trending lower.  We are expecting a 

1% fall in approvals in December after a small lift over November. 

Australia’s trade surplus is likely to have widened over Q3 due to a combination of higher export volumes and 

buoyant commodity prices.  We expect the current account deficit to narrow to $10.3bn in the quarter, which equates 

to around 2.2% of GDP.  Based on our calculations, net exports will contribute 0.5ppts to Q3 GDP growth. 

The Reserve Bank of Australia is widely expected to leave the cash rate unchanged at 1.5%.  Recent media 

communications indicate that the central bank remains upbeat on the domestic economic outlook.  Its central 

forecast for the global economy is for above-trend growth this year and next.  The Statement is also likely to include 

the RBA’s thoughts on Q3 GDP ahead of the release on Wednesday. 

We are expecting Australian GDP growth of around 0.7% in Q3.  This would keep the annual rate of growth 

unchanged at an above-trend 3.4%.  We expect that household spending, government and net exports will make 

positive contributions to growth.  We expect a flat contribution from business investment. 

Australia’s trade balance has been in a surplus position for nine straight months now. Commodity prices have held up 

at relatively high levels and commodity export volumes have lifted, with exports of gas and iron ore rising.  We expect 

another solid $3bn surplus in October, which factors in a small rise in both exports and imports. 

We expect a 0.4% lift in Australian retail trade in October.  The strong jobs market and a lift in wages growth means 

there is more money for consumers to spend.  The monthly retail trade data are particularly important to watch in the 

current context of falling dwelling prices.  The household sector makes up around 60% of the economy, so any 

negative wealth effects are a risk to the overall economic outlook. 

RBA Deputy Governor Guy Debelle is slated to speak on “Lessons and Questions from the GFC” – at the Australian 

Business Economists Annual Dinner in Sydney. 

The already-released regional manufacturing surveys in the US suggest the national manufacturing ISM was stable in 

November at around 57.3 points. 

Very low jobless claims indicate US payrolls expanded by 190,000 and the unemployment rate remained stable at 

3.7%, or perhaps decreased to 3.6%.  The tight labour market and a pick-up in long-run inflation expectations suggest 

wage growth lifted again to 3.3% 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 3 Dec 11:00 AU CBA Australia PMI manuf. Nov F Index 54.5 ~ ~ 

 12:00 AU CoreLogic house prices Nov m%ch -0.6 ~ -0.8 

 13:00 AU 

 

Melbourne Institute Inflation 

 

Nov m%ch 

y%ch 

0.1 

1.9 

~ 

~ 

~ 

~  13:30 

 

AU 

 

Building approvals 

 

Oct 

 

m%ch 

y%ch 

3.3 

-14.1 

-1.5 

~ 

3.0 

~  14:45 CH Caixin China PMI 
manufacturing 

Nov Index 50.1 50.1 ~ 

Tue 4 Dec 13:30 AU BoP current account balance Q3 $bn -13.5 -10.2 -10.3 

 14:30 AU RBA cash rate target Dec % 1.50 1.50 1.5 

  NZ GlobalDairyTrade auct, WMP   -1.8 ~ -1.0 

Wed 5 Dec 05:00 NZ QV house prices Nov y%ch 5.4 ~ ~ 

 10:45 NZ Volume of all buildings Q3 q%ch 0.8 2.3 3.1 

 11:00 AU CBA Australia PMI composite Nov F Index 52.9 ~ ~ 

 13:00 NZ ANZ commodity price Nov % -2.4 ~ ~ 

 13:30 AU 

 

GDP 

 

Q3 q%ch 

y%ch 

0.9 

3.4 

0.6 

~ 

0.7 

3.4  22:05 AU RBA's Debelle gives speech in Sydney 

Thu 6 Dec 10:30 AU AiG Perf of construction index Nov Index 46.4 ~ ~ 

Fri 7 Dec ~ CH Trade balance Nov CNY bn 34.0 ~ ~ 

Sat 8 Dec 14:18 CH Foreign direct investment Nov y%ch 7.2 ~ ~ 

*P = Preliminary 

 
Calendar - North America & Europe 

 
 Time      Forecast 

Date (UKT) Eco Event Period Unit Previous Mkt ASB 

Mon 3 Dec 09:00 EC Markit Eurozone manufacturing 
PMI 

Nov F Index 51.5 ~ ~ 

 09:30 UK Markit UK PMI manufacturing  Nov Index 51.1 52.0 ~ 

 15:00 US ISM manufacturing Nov Index 57.7 57.5 57.3 

 17:30 UK BOE Chief Economist Haldane speaks in Cambridge 

Tue 4 Dec 09:15 UK BOE Governor Carney speaks at U.K. Parliament 

 10:00 

 

EC 

 

PPI  

 

Oct 

 

m%ch 

y%ch 

0.5 

4.5 

~ 

~ 

~ 

~ Wed 5 Dec 09:00 EC Markit Eurozone services PMI Nov F Index 53.1 ~ ~ 

 10:00 

 

EC 

 

Retail sales  

 

Oct 

 

m%ch 

y%ch 

0.0 

0.8 

~ 

~ 

~ 

~  15:00 CA Bank of Canada rate decision Dec % 1.75 1.75 ~ 

 15:00 US ISM non-manufacturing index Nov Index 60.3 59.5 ~ 

 15:15 US Fed's Powell to testify before Joint Economic Committee 

 19:00 US US Federal Reserve Releases Beige Book 

Thu 6 Dec 13:30 US Trade balance Oct $bn -54.0 -54.0 ~ 

 15:00 US Factory orders Oct % 0.7 -2.0 ~ 

 17:15 US Fed’s Bostic speaks on the US Economic Outlook 

Fri 7 Dec 10:00 

 

EC 

 

GDP  

 

Q3 F 

 

q%ch 

y%ch 

0.2 

1.7 

~ 

~ 

~ 

~  13:30 US Change in nonfarm payrolls Nov 000 250 199 190 

 15:00 US Uni. of Michigan sentiment Dec P ~ 97.5 97.0 ~ 

 20:00 US Consumer credit Oct $bn 10.9 14.3 ~ 

  



  

 

Economic Weekly  |  03 December 2018 

Key Forecasts 
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needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
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on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
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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 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22
<< actual  forecast >>

GDP real - Q% 1.0 0.6 0.5

GDP real - A% 2.8 2.7 2.6 2.8 3.1 3.1 2.9

GDP real - AA% 2.7 2.8 2.7 2.7 2.8 3.2 2.9

CPI - Q% 0.4 0.9 0.2

CPI - A% 1.5 1.9 2.0 1.9 1.8 1.8 2.1

HLFS employment growth - Q% 0.6 1.1 0.1

HLFS employment growth - A% 3.7 2.8 2.4 2.2 1.8 1.9 1.5

Unemployment rate - %sa 4.4 3.9 4.2 4.1 4.1 4.1 4.2

Annual current account balance as % of GDP -3.3 -3.4 -3.4 -2.9 -2.4 -2.4 -2.6
    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 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 2.25 2.75

NZ 90-day bank bill 2.0 1.9 2.0 2.1 2.1 2.5 3.0

NZ 2-year swap rate 2.1 2.0 2.2 2.3 2.7 3.0 3.2

NZ 10-year Bond 2.9 2.7 2.8 2.9 3.3 3.4 3.4

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

(end of quarter) << actual  forecast >>

NZD/USD 0.67 0.66 0.65 0.66 0.68 0.70 0.66

NZD/AUD 0.92 0.92 0.90 0.90 0.91 0.90 0.90

NZD/JPY 74 75 73 74 73 75 74

NZD/EUR 0.58 0.57 0.58 0.58 0.55 0.55 0.54

NZD/GBP 0.52 0.51 0.52 0.53 0.53 0.54 0.51

NZD TWI 72.5 72.1 71.4 71.9 72.3 72.8 70.2
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