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RBNZ Monetary Policy Statement in the spotlight 
This week’s RBNZ Official Cash Rate review and accompanying Monetary Policy Statement will be the highlight locally. 

The RBNZ finds itself in an interesting position where near-term inflation has firmed substantially in a short period of 

time, yet the medium-term outlook is arguably weaker. We will be watching for how the RBNZ communicates this 

message and any associated implications for monetary policy.  Page 2 this week takes a closer look at what we expect 

from the RBNZ on Thursday. Offshore, the RBA is expected to leave rates unchanged on Tuesday.  

Key events and views 

Key Insights RBNZ Preview:  Neutral assessment expected. 

Foreign exchange NZD down on reduced global risk appetite and the strengthening USD. 

Interest rates NZ interest rates continued to edge lower with global yields rallying on trade risks. 

Domestic events RBNZ two-year ahead inflation expectations and MPS, GDT auction, card spending. 

International events RBA rate announcement, Chinese and US CPI, UK and Japanese GDP.    

Calendars NZ and international calendar of upcoming economic events. 
 

Chart of the Week: Business confidence continuing to slide 
The recent trend of softening business confidence continued in 

July. The ANZ seasonally-adjusted headline business confidence 

survey fell for the 4th consecutive month while the own activity 

measure slipped back to the shock November 2017 low – following 

the change in government.   The still-soft own activity measure is of 

particular concern, as this tends to have a stronger correlation with 

GDP growth. The risk is that ongoing soft confidence will flow 

through to businesses’ decision-making and impact GDP growth.   

We continue to expect business confidence to improve, in line 

with the solid economic fundamentals that are currently 

supporting the NZ economy. However, the downside risks to future 

GDP growth increases with every additional soft business 

confidence reading.  Ongoing soft business confidence is one of the 

reasons we believe that the medium-term inflation outlook has softened recently - global trade tensions are 

another.  We believe the RBNZ will have a similar view of weaker medium-term inflation.  As a result, we expect the 

RBNZ to signal that the OCR is likely to be left unchanged for some time to come, despite the firming in near-term 

inflation pressures. 
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Key Insights this week: RBNZ preview – Higher and lower  
 

Key points: 

 Near-term inflation looks to be firmer, but medium-term inflation pressures appear lower, with more negative 

risks on the horizon. 

 Watch for RBNZ comfort about the near term but caution about the longer-term inflation outlook. 

 Expect the RBNZ to indicate it is clearly on hold, with risks of pushing out its Official Cash Rate forecasts relative 

to the May MPS projections.    

RBNZ facing a firmer near-term inflation outlook 
Anyone filling up their vehicle in recent months would have noticed that the combination of higher oil prices and a 

weaker NZD/USD has significantly pushed up retail fuel prices.  That goes more so for Auckland motorists now paying 

an extra 11.5 cents/litre due to the new regional fuel tax, though from an inflation outlook perspective the tax has 

already been factored in by the RBNZ. 

As we showed in our earlier note, the lower NZD/USD 

(currently 68 US cents as opposed to just below 74 US cents in 

mid-April), increases in fuel taxes, and the higher minimum 

wage are likely to see headline CPI inflation approach 2% far 

sooner than the start of 2020 view assumed by the RBNZ in 

May.  Undoubtedly, underlying inflation pressures will still 

need to firm over time to sustain annual inflation above 2%.  

But we note that the most significant result from the recent 

Q2 CPI release was that the RBNZ’s core inflation measure – 

the sectoral factor model – rose to a 7-year high (+1.7% yoy) 

and is now showing a distinct upward trend. The swifter 

return to a more moderate inflation rate will make the RBNZ 

comfortable that inflation expectations will help – rather than 

hinder – the RBNZ in meeting its inflation target. 

But medium-term inflation pressures could be lower 
Offsetting the current bump up in inflation, capacity pressures look like they will be slightly weaker than assumed 

given likely downward revisions to the growth outlook. Since the May MPS projections: 

 Q1 GDP was slightly weaker than the RBNZ had factored in; 

 Business confidence has significantly weakened, increasingly putting employment and business investment 

growth at risk. Pricing intentions, however, are moving up; 

 The Budget was slightly less stimulatory than the RBNZ had factored in; 

 But some offset over the next year through a rebound in Auckland housebuilding, based off a surge in 

consent issuance. 

Downside risks to the outlook for economic activity have also grown. The global upswing could be dampened from a 

substantial escalation in trade protectionism and, although the volume of global trade facing higher tariffs is small, the 

direction of risk is clear. The NZ economy is at the mature stage of the expansion and, with some of the key growth 

drivers either at (or past) cyclical peaks, sustaining solid growth will be harder to achieve.  

Monetary conditions easing via lower NZD and narowing bank bill spreads 
Nevertheless, there are some offsets reducing the need for the RBNZ to signal interest rate cuts. The NZD has fallen 

of late. Pressures in credit markets look to have eased somewhat with bank bill rates having fallen 10bps over the last 

month. There have been cuts to fixed carded mortgage interest rates.  Moreover, if the outlook was to significantly 

deteriorate, the RBNZ would also be keen to keep some of its OCR powder dry.  
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Employment target: no need for added stimulus 
As we noted in our labour market review last week (see here), the 

labour market remained tight. Increases in the minimum wage 

were starting to trigger an increase in aggregate wage inflation, 

which rose to a 6-year high on the private sector Labour Cost 

index (LCI) wage measure (2.1% yoy).  Our expectation is that 

increases in the minimum wage and Fair Pay Agreements could 

add up to 0.5 to 1.0 percentage points per annum to wage 

inflation and between 0.3 to 0.7 percentage points, on average, to 

annual consumer price inflation through to mid-2022. 

For now, at least, wage inflation remains mild (2.1% yoy for the 

private sector LCI measure, 1.9% yoy overall), and consistent with 

the midpoint of the 1-3% inflation target for annual CPI inflation. 

Moreover, the distributional measures continued to confirm a 

contained inflation backdrop. The 2018Q2 LCI report confirmed that 37% of salary and wage rates had achieved a 

wage increase above 2% over the last 12 months (34% in Q1), with close to half reporting no annual increase (48%). 

Median and mean increases from the LCI ticked up, but remained moderate at 2.5% and 3.3%, respectively. We note 

that at this point, the RBNZ’s added goal of maximising sustainable employment neither needs help from more 

stimulus nor is a constraint to an eventual lift in the OCR.  

All up: more caution? 
In Chapter 2 of the May MPS, the RBNZ helpfully put together a table of key judgements.  Our assessment is that 

most of those key judgements have edged towards softer than assumed outcomes (see tab below): 

RBNZ key judgements and risks  RBNZ Risk assessment (May) RBNZ new assessment (ASB view) 

Robust global growth continues:  Balanced Downside: on trade tensions 

Global inflation increases gradually: Some upside for oil/global CPI. 

Balanced elsewhere 

Reduced upside: through weaker dairy 

auction prices 

NZ grows above trend: Some upside Balanced: residential construction firmer, 

but business confidence weak, house prices 

and retail weaker 

NZ capacity pressures build: Broadly Balanced Downside: from slower 2018Q1 growth, 

slower medium-term growth 

Inflation takes its time to return to 

target:  

Some upside risk from higher 

wage inflation 

Stronger upside: Risk tilt to sooner on high 

fuel prices 

Source: ASB. Red denotes a downgrade to the RBNZ’s assessed risk, green an upgrade to the risk. 

All up, developments suggest the RBNZ’s forecasts will show a firmer short-term inflation outlook. However, the 

medium-term inflation outlook is expected to remain centred around 2%. We expect the August policy assessment 

to reiterate the intent to keep the OCR at “an expansionary level for a considerable period”, with the RBNZ still well 

positioned to either raise or cut the OCR if need be.  The published OCR outlook is expected to be little changed on 

the May MPS profile, with the OCR remaining on hold until late 2019, followed by around 2 hikes and a low OCR 

endpoint.  Relative to the May projections, our bias would be a slight delaying in the forecast start to OCR hikes 

given the weaker medium-term growth outlook and more negative skew of risks. 

We note that the June statement included a changed reference to the OCR remaining on hold “for now”, suggesting 

less certainty about keeping the OCR on hold for a prolonged period – and, in our interpretation, implicitly flagging a 

small possibility of an OCR cut.  Watch the wording in the August statement for any potential shifts amidst the mildly 

conflicting signals the RBNZ is getting.   
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Foreign Exchange Market  

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

NZD/USD 0.6745 0.6794 0.6802 0.7427 FLAT/DOWN 0.6650 0.6800 UP 

NZD/AUD 0.9116 0.9191 0.9203 0.9327 FLAT 0.9000 0.9200 FLAT 

NZD/JPY 75.00 75.47 75.27 81.76 FLAT/DOWN 74.50 76.5 FLAT 

NZD/EUR 0.5830 0.5828 0.5821 0.6252 FLAT 0.5750 0.5900 FLAT 

NZD/GBP 0.5187 0.5184 0.5146 0.5652 FLAT 0.5100 0.5250 DOWN 

TWI 72.9 73.2 72.8 78.03 FLAT/DOWN 72.00 73.5     FLAT 

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

NZD Recap 
The NZD starts the week lower on a TWI basis, having eased against the USD, AUD and yen. Ranges have remained 

tight, and the NZD spent last week trading in a 0.672-0.6835 USD range. Catalysts for the weaker NZD included 

declining risk sentiment given elevated trade tensions (tit for tat tariff increases proposed by the US and China), Fed 

signals that rate hikes remain on track despite mixed US labour market data, and weaker domestic data (business 

confidence from last week’s ANZ survey weakened to its lowest level in close to 10 years).  Stronger Australian data 

(retail sales, building approvals), also helped Australian yields and the AUD firm.  The euro and sterling were little 

changed against the NZD. Despite last week’s hike by the Bank of England, risk of an unresolved Brexit deal – deemed 

to be “uncomfortably high” by Bank of England Governor Carney – likely weighed on the European currencies.   

Near-term outlook 
Our bias is for the NZD to trade in narrow ranges over the course of the week, with elevated trade tensions 

expected to support the USD and other safe-haven currencies and keep the NZD on the back foot. Solid US inflation 

data should keep a September Fed hike on track, with high outright US yields another key USD support. Central bank 

announcements this week are likely to contribute to some NZD volatility and there is the risk that Australasian 

currencies move higher. We expect the positive economic message to be sent by the RBA, and the neutral MPS assessment 

from the RBNZ to be broadly supportive of both currencies. Our expectation of a solid dairy auction this week should 

also be broadly NZD supportive.  The next round of Brexit negotiations between the UK and European Commission is 

scheduled for next week, with ongoing Brexit uncertainty expected to cap increases in the euro and sterling. 

Medium-term outlook 
We expect the USD to remain broadly supported over 2018 from the large divergence between the US economy 

(and resultant pace of Fed rate hikes) and the rest of the global economy. Elsewhere, low inflation should see many 

central banks retain accommodative monetary policy stances.  From 2019, however, the USD is expected to soften as 

the Fed hiking cycle matures and other central banks contemplate/enact rate hikes. The NZD TWI is expected to 

remain broadly supported by NZ’s solid economic outlook, historically-high Terms of Trade and strong demand as 

global central banks/other real money managers continue to increase NZD exposures. 

 

 

 

  

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

(end of quarter) << actual  forecast >>

NZD/USD 0.71 0.72 0.67 0.67 0.68 0.69 0.71 0.74

NZD/AUD 0.91 0.94 0.92 0.93 0.91 0.91 0.92 0.90

NZD/JPY 80 77 74 74 73 74 75 75

NZD/EUR 0.59 0.59 0.58 0.59 0.58 0.58 0.57 0.58

NZD/GBP 0.53 0.51 0.52 0.52 0.50 0.50 0.50 0.50

NZD TWI 74.3 74.3 72.5 73.1 73.2 73.1 72.2 73.1
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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 1.91 1.91 1.99 1.94 FLAT UP 

2-year swap 2.12 2.14 2.18 2.18 FLAT  UP 

5-year swap 2.55 2.55 2.57 2.67 FLAT UP 

10-year swap 3.03 3.03 3.04 3.19 FLAT/DOWN UP 

10-year govt bond yield 2.78 2.74 2.82 2.89 FLAT/DOWN UP 

Curve Slope  (2s10s swaps) 0.91 0.89 0.85 1.01 FLAT/DOWN FLAT 

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

Market Recap 
Short-term NZ interest eased over the past week, which drove the steepening in the local curve. The more dovish 

BoJ assessment, minor policy tweaks (including the commitment to maintain very low rates for an “extended period of 

time”) and low BoJ forecasts for inflation helped dampen yields earlier in the week.  US 10-year Treasury yields briefly 

moved above 3%, with yields supported by the recovery in oil prices (which lifted from 1-month lows) and the robust 

Fed assessment of the US economy, in which the economic activity assessment was upgraded to “strong”.  Yields then 

rallied towards the end of the week on escalating trade frictions between the US and China, lower oil prices, weaker 

than expected US Payrolls data (despite sizeable upward revisions) and still-contained US wage growth. President 

Trump was reported to be considering raising tariffs on USD200 of Chinese imports to 25% from the earlier proposed 

10% and China countered, by raising tariffs on USD60bn of US exports. Last week the Bank of England (BoE) raised 

interest rates by 25bps, although the move was widely expected and had limited impact on the rates market.   

Near-term NZD interest rate outlook 
Our bias is for a flatter NZD curve, driven by a rally in longer-term rates. A neutral policy assessment is expected to 

be delivered from both the RBA and RBNZ, which could see short-term yields edge higher.  Our view is that the RBA 

will send a positive economic message indicating that the next move in the cash rate is more likely to be “up” than 

“down”, but the published projections will emphasise there is little need for any near-term adjustment. Our 

expectation is that the RBNZ will deliver a neutral policy assessment (see here for our preview), and while risks are 

tilted towards a delay in OCR hikes, we do not expect the RBNZ to publish a flat interest rate outlook. Domestic data 

are expected to have little impact to local rates, with price expectations from the RBNZ survey still expected to be 

close to the 1-3% inflation target midpoint, and with moderate prints for retail spending also expected. With a 

reasonably light week for data, our bias is for longer-term yields to drift lower given elevated geopolitical and trade 

tensions. 

Medium-term outlook 
We expect the OCR to remain on hold until November 2019, after which we expect a modest pace of tightening, and 

a low OCR endpoint of around 3.5% this cycle.  While we expect four further Fed hikes through till the end of 2019 

(two more hikes in 2018, and two over 2019), by the end of this year we are likely to see Fed Chair, Jerome Powell, 

acknowledge that the Fed funds rate is close to neutral levels, which should cap US yields. Our expectation of a flat 

NZD curve crucially depends on the assumption that local long-term yields remain reasonably well anchored to 

global counterparts and that the lift in global yields is modest. 

 

 

 

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

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 1.75 2.00 2.50

NZ 90-day bank bill 1.88 2.0 2.0 2.0 2.0 2.0 2.5 3.0

NZ 2-year swap rate 2.21 2.2 2.1 2.2 2.3 2.3 2.7 3.2

NZ 10-year Bond 2.75 2.7 2.9 2.9 3.0 3.0 3.2 3.5

https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2018/020818-RBA.pdf
http://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-ocr-aug-2018-preview.pdf
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Major Domestic Events for the week ahead 
Data Date Time (NZT) Previous Market  ASB  

GlobalDairyTrade auction, whole milk powder, % change 07/08 overnight +1.5 - No change 

RBNZ 2-year ahead inflation expectations, Q3 08/08 3:00 pm 2.01 - - 

RBNZ August MPS 09/08 9:00am 1.75% 1.75% 1.75% 

Electronic Card Transactions, July, Retail % mom 10/08 10:45am +0.8 +0.5 +0.6 

 We expect prices to be largely unchanged at the GlobalDairyTrade auction 

overnight Tuesday.  A fortnight ago whole milk powder (WMP) prices rose 

by 1.5%.  At the current juncture, futures pricing suggests WMP prices will 

rise by up to 2%.  However, we are more circumspect than the futures 

market as we anticipate that the market is likely to remain nervous.  In 

particular, key Chinese buyers are likely to remain hesitant given the 

escalating US-China trade tensions and the recent weakening in the yuan.   

2-year-ahead inflation expectations eased slightly in Q2, after hitting a 

recent high in Q1. We expect 2-year inflation expectations to lift slightly 

again in Q3. The survey took place after the Q2 CPI came in at 1.5% yoy, 

reflecting higher housing-related and fuel costs. Further, inflation 

expectations remain near recent highs in business surveys and ongoing 

industrial pay action is supporting wage expectations. The risk is that the 

upward momentum is more pronounced in the one-year-ahead measure 

given the recent increase in the near-term inflation outlook. In Q2 the one-

year-ahead measure dipped to 1.8%. We will also be closely monitoring 

longer-term surveys for signs of a sustained lift in inflation expectations. 

The main messages from the RBNZ’s August Monetary Policy Statement 

(MPS) will be that Official Cash Rate (OCR) hikes remain ever distant, with 

a neutral stance conveyed and preparedness to move the OCR in either 

direction.  There will, nonetheless, be some shifts in the RBNZ’s 

assessment of inflation.  CPI inflation is likely to return to the middle of the 

inflation target much quicker than previously anticipated.  But we expect 

the RBNZ to counterbalance this by noting that medium-term inflation 

pressures will build more slowly than previously anticipated.  Many of 

the key judgements the RBNZ made in preparing its May MPS have 

shown a tilt downwards in their risks to the inflation outlook. We 

expect the RBNZ’s OCR forecasts to remain very similar to May’s, 

continuing to imply a late 2019 start to OCR hikes, with a mild tightening 

profile thereafter.  Risks are tilted to a pushing out of the OCR profile as 

capacity pressures look to be slower to build up.   

July will see more of the $5.5bn Families Package come into effect (see 

details here). As such, we expect a moderate lift in July ECT spending, 

with the Families Package and lifting wage growth the key supports. 

However, rising petrol prices, the becalmed nationwide housing market, 

high household indebtedness and reduced consumer optimism over the NZ economy outlook are expected to instil 

some restraint on the part of consumers. We expect annual growth in retail card spending growth to remain in a 4% 

to 5% zone through till the end of the year. 
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Major International Events for the week ahead* 

Data Date Time  

(NZT) 

Market ASB  

RBA Board Meeting 07/08 4:30pm 1.50% 1.50% 

China Trade Balance, July, US$bn 08/08 - +39.05 39 

China CPI, July, %mom 09/08 1:30pm 2.0 2.0 

RBA Statement of Monetary Policy 10/08 1:30pm - - 

Japan, GDP, Q2, %qoq 10/08 11:50am 0.3 0.4 

UK GDP, June, %mom 10/08 8:30pm 0.4 0.3 

UK Industrial Production, June, %yoy 10/08 8:30pm 0.4 0.8 

US CPI, July, %yoy 10/08 12:30am 2.9 3.0 
*Originally published by CBA Global Markets Research on Friday 3rd August 2018 at 2.30pm. 

We expect a “no change” decision from the Reserve Bank of Australia Board meeting on Tuesday.  Q2 CPI isn’t likely 

to have shifted the dial on the monetary policy outlook.  One key issue to look for is the newish emphasis on inflation 

“returning to the midpoint” rather than the standard mantra of “2-3% over the cycle”. 

We expect the growth rates of China’s exports and imports to slow to 10%yoy and 14%yoy in July respectively.  Our 

expectations are driven by decreases in both the net export orders PMI and the import PMI.  However, the cuts to 

import duties in July may support imports.  As a result, we expect the trade surplus to ease to US$39bn. 

We expect China’s PPI inflation to ease to 4.5%yoy in July because of falls in the July input and output price PMIs.  The 

correction in oil prices and a sharp fall in non-ferrous metal prices also weighed on the PPI.  We expect consumer 

inflation to inch higher to 2%yoy in July because adverse weather pushed vegetable prices higher, and because of 

higher fuel prices. 

Few changes from RBA’s May monetary policy release are expected.  We expect those projections to still show GDP 

growth running at a sustainable, above-trend pace (around 3%pa) through 2018 and 2019.   On the inflation front, 

these should also emerge little changed. The Q2 CPI matched RBA expectations.  Higher oil prices could see the 

headline CPI nudged higher over the near term.  Overall, the statement is expected to reinforce that the next move in 

the cash rate is more likely to be “up” than down”.  But there is no case for any near-term adjustment. 

Japan’s partial indicators such as industrial production suggest Japanese Q2 GDP growth snapped back (0.4%) from 

the 0.2% contraction in Q1. 

In the UK, the ONS publish a monthly GDP estimate for the first time.   The consensus expects a 0.3% increase in the 

month of June and 0.4% in Q2.  

We anticipate the June UK industrial production will expand by 0.8%yoy because of decent activity and sentiment 

data in UK manufacturing and industrial sectors 

We expect base effects to push the US July headline CPI up to 3.0%yoy.   We expect core CPI to stabilise at 2.2%yoy, 

though the gradual acceleration in wage growth is an upside risk to core inflation. 
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Global Data Calendars 
 

Calendar - Australasia, Japan and China 
 

 Time      Forecast 

Date (NZT) Eco Event Period Unit Previous Mkt ASB 

Mon 6 Aug 13:00 AU Melbourne Institute Inflation  Jul m%ch 0 -- -- 

  CH BoP Current Account Balance Q2 $b -$34.1b -- -- 

Tues 7 Aug 10:30 AU AiG Perf of Construction Index Jul Index 50.6 -- -- 

 16:30 AU RBA Cash Rate Target Aug % 1.50 1.50 1.50 

Wed 8 Aug 13:30 AU Owner-Occupier Loan Value Jun m%ch 0.70 -- -- 

  CH Trade Balance Jul $b $41.61b -- 39 

 15.05 AU Speech by RBA Governor Lowe on Demographic Change & Mon. Policy in Sydney  

 10:00 NZ ANZ Truckometer Heavy MoM Jul m%ch -1.50 -- -- 

 15:00 NZ 2Yr Inflation Expectation 3Q y%ch 2.01 -- -- 

 11:50 JN BoP Current Account Balance Jun ¥b ¥1938.3b ¥120
6.4b 

-- 

Thurs 9 Aug 13:30 CH CPI Jul y%ch 1.90 -- 2.0 

 09:00 NZ RBNZ Official Cash Rate 09-Aug % 1.75 1.75 1.75 

 11:50 JN Housing Loans 2Q y%ch 2.7 -- -- 

 11:50 JN Core Machine Orders Jun m%ch 

y%ch 

-3.7 

16.5 

-0.8 

9.9 

-- 

Fri 10 Aug 10:30 NZ BusinessNZ Manufacturing 
PMI 

Jul Index 52.8 -- -- 

 10:45 NZ Card Spending Retail Jul m%ch 0.8 0.5 0.6 

 11:50 JN GDP SA  2Q P q%ch -0.2 0.3 0.4 

 13.30 AU RBA Statement on Monetary Policy 

*P = Preliminary 

 
Calendar - North America & Europe 

 
 Time      Forecast 

Date (UKT) Eco Event Period Unit Previous Mkt ASB 

Mon 6 Aug 18:30 EC Sentix Investor Confidence Aug Index 12.1 -- -- 

  US Mortgage Delinquencies 2Q % 4.63 -- -- 

Tues 7 Aug 17:30 UK Halifax House Prices  Jul m%ch 0.3 -- -- 

Wed 8 Aug 00:00 US JOLTS Job Openings Jun  6638 -- -- 

 05:00 US Consumer Credit Jun $b $24.559b $16.000b -- 

Thurs 9 Aug 09:01 UK RICS House Price Balance Jul % 2 -- -- 

 22:30 US Initial Jobless Claims 04-Aug  -- -- -- 

 22:30 US PPI Final Demand  Jul m%ch 0.3 0.3 -- 

Fri 10 Aug 18:30 UK Trade Balance Jun £m -£2790 -- -- 

 18:30 UK Industrial Production  Jun m%ch -0.4 -- -- 

 18:30 UK GDP Jun m%ch 0.3 -- -- 

 22:30 US CPI  Jul m%ch 0.1 0.2 -- 

 22:30 US Real Avg Weekly Earnings  Jul y%ch 0.2 -- -- 
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Key Forecasts 
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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
<< actual  forecast >>

GDP real - Q% 0.6 0.5 0.9 0.9 0.8

GDP real - A% 2.9 2.7 2.7 3.1 3.2 3.5 3.1 2.9

GDP real - AA% 2.8 2.7 2.7 2.8 2.9 3.1 3.1 3.0

CPI - Q% 0.1 0.5 0.4 0.7 0.4

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

HLFS employment growth - Q% 0.4 0.6 0.5 0.5 0.5

HLFS employment growth - A% 3.7 3.1 3.7 2.0 2.1 2.0 1.7 1.6

Unemployment rate - %sa 4.5 4.4 4.5 4.4 4.3 4.2 4.1 3.9

Annual current account balance as % of GDP-2.7 -2.8 -3.0 -3.2 -3.1 -2.6 -2.6 -2.9
    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

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 1.75 2.00 2.50

NZ 90-day bank bill 1.88 2.0 2.0 2.0 2.0 2.0 2.5 3.0

NZ 2-year swap rate 2.21 2.2 2.1 2.2 2.3 2.3 2.7 3.2

NZ 10-year Bond 2.75 2.7 2.9 2.9 3.0 3.0 3.2 3.5

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

(end of quarter) << actual  forecast >>

NZD/USD 0.71 0.72 0.67 0.67 0.68 0.69 0.71 0.74

NZD/AUD 0.91 0.94 0.92 0.93 0.91 0.91 0.92 0.90

NZD/JPY 80 77 74 74 73 74 75 75

NZD/EUR 0.59 0.59 0.58 0.59 0.58 0.58 0.57 0.58

NZD/GBP 0.53 0.51 0.52 0.52 0.50 0.50 0.50 0.50

NZD TWI 74.3 74.3 72.5 73.1 73.2 73.1 72.2 73.1
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