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NZ interest rates retest record lows 
Last week was remarkable for the shift lower in NZ interest rates.  Most rates shifted to or near record lows; we 

discuss this more in the Chart of the Week below. The moves follow similar shifts in overseas markets, with the 

catalyst overseas being ‘dovish’ moves from global central banks.  Locally, a rise in the unemployment rate over Q4 

compounded the moves.  This week the RBNZ will make its Official Cash Rate announcement and we expect it to echo 

the offshore moves to a more cautious stance.  We preview the announcement on Page 2. 

Key events and views 

Key Insights RBNZ February MPS Preview. 

Foreign exchange NZD underperformed last week, against most major crosses (excluding the AUD).   

Interest rates NZD interest rates are now near record lows for most tenors. 

Domestic events February MPS, RBNZ Survey of Expectations, Electronic Card Spending, Overseas Travel and 
Migration.  

International events Q4 GDP announcements for the UK, Japan and the Eurozone; China trade balance. 

Calendars NZ and international calendar of upcoming economic events. 

 

Chart of the Week: NZD rates breaking precedents 
NZ interest rates dropped sharply last week, with interest 

rates touching record lows across most tenors.  There were 

local and global catalysts. NZ 10-year Government bonds 

touched a fresh record low (2.10%) and the gap between 

(higher) US and (lower) NZ 10-year yields has widened to more 

than 50 basis points, an almost unprecedented divide.    

Wednesday’s RBNZ MPS will test whether the 25bp of OCR cuts 

priced in by the market is a valid characterisation of the risk 

profile. We expect the RBNZ to hold the OCR at 1.75%, for the 

published OCR interest rate track to potentially be pushed out 

and for Governor Orr not to rule out prospective OCR cuts. We 

have changed our OCR call and now expect the RBNZ to 

remain on hold until early 2021. Low core inflation, increasing 

bank capital requirements and the skew of negative risks 

should cap the eventual lift in local yields and we expect an OCR endpoint of just 2.25% this cycle. 
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Key insights this week: RBNZ February MPS Preview and OCR update  

Interest rates to rise, not necessarily via the OCR 
 We expect little change in tone at the February MPS, except maybe to acknowledge the increase in downside 

risks to the economic outlook. 

 We have altered our OCR view as a result of the RBNZ’s proposal for higher minimum capital requirements.  

 As economic spare capacity runs out and inflation pressures lift, interest rates will still need to head higher over 

the coming years, just not all through the RBNZ’s interbank interest rate mechanism (i.e. OCR). 

Summary & implications  
At the upcoming February Monetary Policy Statement, we expect the RBNZ to either leave the Official Cash Rate 

(OCR) forecast unchanged or for the timing of forecast OCR hikes to be pushed out slightly.  The RBNZ is likely to 

reiterate that there are both upside and downside risks to the outlook, but may note that the risks (particularly 

global) have become more heavily skewed toward the downside since November.  

Meanwhile, we have revised our medium-term view of the OCR in light of the RBNZ’s proposed minimum capital 

requirements.  This change in OCR view is solely to mechanically offset our expectation of higher bank funding costs.  

Our key message is that we continue to expect borrowing rates to rise gradually in coming years.  However, a 

significant part of this increase is now likely to come through increased bank funding costs, with the OCR to do less of 

the lifting. 

Recent NZ economic outturns are unlikely to materially impact the RBNZ’s OCR forecast.  Growth is slightly weaker 

than expected in the near term, but this is likely to be viewed as temporary and the RBNZ is unlikely to alter its view of 

a pickup in growth over 2019. Inflation is largely tracking in line with expectations.  The labour market is tight but 

wage inflation is yet to lift materially.  

RBNZ’s proposed bank minimum capital requirements changes 
Right at the end of 2018 the RBNZ made a very significant announcement of its intention to substantially increase 

the minimum amount of capital banks must hold.  The proposed changes will have a significant impact on the 

banking environment and we plan to release a note discussing the impact of these changes.  For interest rates, the 

main implication of these changes is that the cost of funds for banks will increase and we expect that banks will 

pass on a portion of the higher cost of funds.  

Equity capital is the most expensive form of banks’ funding. We expect higher minimum capital requirements will 

directly increase bank funding costs by at least 50 basis points.  This is at the conservative end of our estimates and a 

large range of uncertainties remain.  Mechanically, increased bank funding costs will drive borrowing rates higher 

without the OCR needing to do the heavily lifting to return borrowing rates to ‘neutral’ from what are currently 

stimulatory levels.  It is the interest rates that households and businesses pay, not wholesale rates such as the OCR 

and swap rates, which influence the economy.  The effect of higher capital costs is similar to the way that higher credit 

risk premia triggered by the Global Financial Crisis raised bank funding costs relative to the OCR.  

Interest rates are still going higher, just not via the OCR 
We now expect the OCR will not rise until 2021, and it will only take 50 basis points of OCR increases (on top of cost 

of capital funding cost increases) to return borrowing rates to ‘neutral’. Interest rates are currently very low and 

stimulating the economy.   The RBNZ will continue to want to reduce this stimulus over time as economic spare 

capacity reduces and inflation pressures lift back to the inflation target mid-point.  

Our new OCR view does not take account of other potential impacts, such as possible changes in bank lending 

appetites.  And more broadly, the risks are skewed to the OCR not needing to increase much, if at all.  But for most 

readers talking about the downside risks to the OCR can be misleading, as we continue to expect that retail interest 

rates and borrowing costs for NZ households and businesses will increase over 2021 and 2022.   
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We believe the RBNZ’s initial analysis of its proposed capital requirements may be underestimating the potential 

economic impact from these changes, and so we expect to see little mention of their potential monetary policy impact 

the February MPS.  We will be releasing a note on the RBNZ’s proposed capital changes shortly. 

February MPS: Global outlook weaker, downside risks greater 
One of the RBNZ’s key concerns in the November MPS was that the deteriorating global back drop and escalating 

trade tensions impacting NZ export incomes.  Here the downside risks appear to have increased.  Recent economic 

data suggest the US-China trade tensions are having a greater impact on Chinese growth than expected.  Meanwhile, 

the Eurozone has lost momentum, including a recession in Italy.  Other events, such as the prolonged US Government 

shut down, are hardly reassuring for the global growth outlook.  Even the US Federal Reserve has become less 

confident on the economic outlook, shifting away from its tightening basis in recent weeks. 

RBNZ to take weaker growth starting point in its stride 
In the November MPS, the RBNZ had anticipated a slowdown in growth over 

H2 2018.  Nevertheless, the soft Q3 outturn along with recent revisions to 

growth suggest the slowdown might be sharper than expected (and spare 

capacity in the economy greater than expected).  Nonetheless, we expect the 

RBNZ will continue to see this growth slowdown as temporary (as do we) and 

continue to forecast growth to pick up over 2019.  The recent pullback in 

petrol prices and tentative lifts in business confidence will reinforce this view. 

Wage growth failing to fire 
Both the Q3 and the Q4 labour market data were released following the 

RBNZ November MPS.  The labour market data over this period has been 

volatile, particularly the unemployment rate which fell sharply in Q3 but then 

snapped back to 4.3%.  At face value, the labour market could be interpreted as slightly tighter than the RBNZ 

expected over this period (despite GDP growth slowing).  However, wage inflation has yet to meaningfully accelerate 

and was softer than ourselves, the market and the RBNZ expected in Q4.  In our view, a pickup in wage growth is a 

crucial step toward consumer demand lifting and inflation pressures rising.  Our expectation is that wage pressures 

will firm over the course of the year, but with little corroborating evidence having emerged and with firms under 

increasing margin pressures, there is risk to this expectation.   

Core inflation outlook broadly unchanged 
The RBNZ is likely to remain relatively comfortable with the inflation outlook, which is evolving broadly in line with 

expectations.  Domestic (non-tradable) inflation pressures do appear to be building slightly faster than the RBNZ 

expected in Q4.  However, the higher NZD and lower oil prices are likely to keep tradable inflation pressures muted – 

providing some offset to stronger domestic pressures. Oil prices continue to contribute to a volatile outlook for 

headline inflation, so the RBNZ is likely to remain focused on core measures of inflation.  The various core measures 

suggest that inflation is gradually trending higher toward the RBNZ’s target midpoint.  Weaker H2 2018 growth 

suggests that further lifts in inflation pressures will take a touch longer to lift than previously expected.  As a result, if 

there is any change to the RBNZ’s OCR forecast it will be for slightly later hikes. 

 

 

 

 

 

1.0

2.0

3.0

4.0

5.0

1.0

2.0

3.0

4.0

5.0

Mar 13 Mar 15 Mar 17 Mar 19 Mar 21

GDP GROWTH OUTLOOK            
(annual % change)

RBNZ Nov  MPS f /c

ASB f /c



  

 

Economic Weekly  |  11 February 2019  |  Page 4 

Foreign Exchange Market  

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

NZD/USD 0.6741 0.6892 0.6806 0.7212 FLAT 0.6600 0.6850 FLAT 

NZD/AUD 0.9509 0.9530 0.9445 0.9264 FLAT 0.9400 0.9600 DOWN 

NZD/JPY 73.96 75.54 73.70 78.61 FLAT 73.00 75.00 FLAT 

NZD/EUR 0.5953 0.6019 0.5905 0.5884 FLAT 0.5900 0.6050 DOWN 

NZD/GBP 0.5208 0.5270 0.5333 0.5174 FLAT 0.5050 0.5350 FLAT 

TWI 73.4 74.3 73.5 74.35 FLAT 73.0 75.0 DOWN 

 ^ Weekly support and resistance levels * Current as at 11.25am Tuesday; week ago as at Tuesday 5pm 

NZD Recap 
The NZD and AUD underperformed over the past week; the NZD fell against most of the major crosses while 

remained broadly unchanged against the AUD.   The key catalyst for the NZD fall was the weaker-than-expected Q4 

employment figures, with the unemployment rate hitting 4.3% (vs 4.1% expected) and wage growth underwhelming. 

The NZD/USD also lost additional ground on the back of a stronger USD which continued to drift higher over the week.  

The NZD/AUD remained steady over the week as the AUD also underperformed.  The RBA Governor indicated a shift 

to a neutral bias (from a tightening bias) on Wednesday, following a significant downgrade in the RBA’s growth and 

inflation forecasts.   The GBP found some support toward the end of the week, following surprisingly hawkish 

comments from the Bank of England Governor who warned markets should not prepare for a scenario without rate 

hikes. 

Near-term outlook 
NZD/USD will be guided by the RBNZ OCR announcement and Monetary Policy Statement on Wednesday. The RBNZ 

will either leave the forecast timing for RBNZ rate hikes unchanged or push them out slightly and note that the risks 

(particularly global) have become more heavily skewed toward the downside since the November MPS.  Following the 

RBA and Fed’s move to a neutral bias, the market may be expecting a more dovish move.   Meanwhile, the AUD/USD 

is less than 1.5% above a key support level of 0.7000, which means it could potentially break through this support 

level just on intra-day volatility. In saying that, we think it the AUD/USD would require an additional catalyst to move 

below 0.7000 given the supports stemming from surging iron ore prices.  There is a deluge of US economic data due 

out this week (previously delayed by the U.S. government shutdown) as well as a number of Fed speakers, which may 

spark some USD-driven volatility.  Meanwhile, the GBP will take its cue from Thursday’s Brexit vote in the U.K. 

Parliament. 

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 (in time) upwardly drifting NZ interest rates. The NZD/AUD has strengthened recently, but we expect the 

NZD/AUD to slowly grind lower over 2019 as the RBA is still expected to start tightening monetary policy ahead of the 

RBNZ. 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.  

 

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

(end of quarter) << actual  forecast >>

NZD/USD 0.66 0.67 0.66 0.67 0.68 0.70 0.66

NZD/AUD 0.92 0.95 0.90 0.91 0.91 0.90 0.90

NZD/JPY 75 74 74 74 73 75 74

NZD/EUR 0.57 0.59 0.58 0.57 0.55 0.55 0.54

NZD/GBP 0.51 0.53 0.53 0.53 0.53 0.54 0.51

NZD TWI 72.1 73.5 72.0 72.4 72.3 72.9 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 1.91 1.92 1.93 1.85 FLAT/UP UP 

2-year swap 1.80 1.93 1.93 2.15 FLAT/UP UP 

5-year swap 1.95 2.10 2.18 2.73 FLAT UP 

10-year swap 2.40 2.52 2.63 3.28 FLAT UP 

10-year govt bond yield 2.10 2.19 2.34 2.95 FLAT UP 

Curve Slope  (2s10s swaps) 0.61 0.59 0.70 1.13 FLAT FLAT 

* Current as at 9.55am today; week ago as at Monday 5pm 

Market Recap 
Last week had a number of watershed moments, with NZD interest rates starting this week around 10-20bps lower, 

the bellwether 2-year swap having touched record lows (1.80%) and with sub 2% wholesale swap rates on one to five 

year tenors.  Yields on NZ 10-year Government bonds are hovering around record lows (2.10%), and remain more than 

50bps below US Treasury yields (2.63%). Softer than expected Q4 NZ labour market prints pushed NZD yields lower. 

The Reserve Bank of Australia held the cash rate at 1.50%, but Australasian interest rates fell following the speech by 

RBNZ Governor Lowe in which he announced the shifted to a neutral bias - "today, the probabilities appear to be 

more evenly balanced" - with the Statement of Monetary Policy trimming growth and inflation forecasts.  Our CBA 

colleagues have pushed out the timing of the next RBA hike to late 2020. Global yields were also generally lower on 

increased pessimism on the global outlook. Catalysts included, cuts to growth forecasts by the European Commission 

and the Bank of England; rising risks of a no deal Brexit after the European Commission ruled out changes to the 

Withdrawal Agreement; and likelihood that the US and China will not strike a trade deal before the March 1 deadline. 

Near-term NZD interest rate outlook 

We have a broadly neutral bias for NZ rates, but acknowledge the risk that NZD rates could retrace some of last 

week’s falls.  The pivotal event for markets is Wednesday’s February Monetary Policy Statement. We expect the OCR 

to remain on hold, and for the published OCR track to be flatter than in November. NZ market pricing has a 25bp cut 

fully priced in by early 2020 and we expect Governor Orr not to rule out the potential for OCR cuts. The negative risk 

profile for global growth should temper any gains to global interest rates, particularly if this week’s GDP data for the 

UK, Japan and the Eurozone and the data pulse in general disappoint. Risk events are also unlikely to push global 

yields higher. An immediate break-through in US-China trade negotiations looks unlikely, another US government 

shutdown is looming, and this week’s UK parliamentary vote is unlikely to dissipate the thick “fog” of Brexit. 

 
Medium-term outlook 
We have changed our OCR call and have shaded down our NZD interest rate forecasts, in light of global 

developments, our low inflation outlook and higher proposed bank capital requirements for locally-incorporated NZ 

banks. We now expect the OCR to remain on hold until February 2021 (previously August 2020). The proposed higher 

bank capital requirements, which we assume are equivalent to roughly 50bps on customer interest rates by late 2023, 

will likely tighten financial conditions, lower wholesale interest rates across the curve and delay RBNZ tightening. We 

also expect a historically-low OCR endpoint of just 2.25% this cycle (from late 2021). NZD long-term yields are 

expected to gradually firm, but mild RBNZ tightening and contained NZ inflation should cap NZ yields at low levels. 

 

 

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

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 2.00 2.25

NZ 90-day bank bill 1.91 1.97 1.9 1.9 2.0 2.3 2.5

NZ 2-year swap rate* 2.04 1.97 1.8 1.9 2.2 2.6 2.7

NZ 10-year Bond* 2.65 2.38 2.2 2.3 2.5 2.7 2.8

* Provisional forecasts, currently under review
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Major Domestic Events for the week ahead 
Data Date Time (NZT) Previous Market  ASB  

Electronic Card Transaction, Retail, January, %mom 12/02 10:45 am -2.3 - 1.5 

RBNZ OCR Review, % 13/02 2:00 pm 1.75 1.75 1.75 

RBNZ Survey of Expectations, 2019Q1, % 13/02 3:00 pm 2.03 - 2.00 

International Travel and Migration, Change,  Jan 15/02 10:45 am 2,480  2,550 

 

We expect January retail card spending to rebound following fuel-

spending induced falls towards the end of last year.  Increases for 

fuel, durable, and apparel spending are likely following soft 

December outturns. However, annual growth in both retail and core 

card spending should remain low, signalling still-tough times for the 

retail sector.  Historically-low unemployment should support retail 

spending, but still-low wage growth, the flat domestic housing 

market backdrop and slower population growth will likely constrain 

retail spending growth over 2019. 

At the upcoming February Monetary Policy Statement, we expect 

the RBNZ to hold the OCR at 1.75% and reiterate there are both 

upside and downside risks to the outlook.  However, the RBNZ may 

note that the risks (particularly global) have become more heavily 

skewed toward the downside since November. As such, the timing of 

forecast OCR hikes may be pushed out slightly in the published 

projections. Recent NZ economic outturns are unlikely to materially 

impact the RBNZ’s OCR forecast.  Growth is slightly weaker than 

expected in the near term, but this is likely to be viewed as 

temporary and the RBNZ is unlikely to alter its view of a pickup in 

growth over 2019. Inflation is largely tracking in line with 

expectations.  The labour market is still tight but wage inflation is yet 

to lift materially. 

We expect that 2-year inflation-ahead expectations from the RBNZ 

survey will continue to hover around 2%, consistent with broadly 

stable rates of annual headline CPI inflation. The information content of this survey is questionable given the 

historically-low number of respondents who fill out this survey. 

We expect a modest pick-up in net permanent and long-term (PLT) immigration in December, with PLT departures 

unlikely to match their November climb. The introduction of the new methodology following the phasing out of 

departure cards has produced different historical estimates for permanent and long-term arrivals and departures (see 

chart). The figures suggest an earlier peak to the net immigration boom but have continued to show a slowing net 

immigration inflow (albeit from a lower base). We expect annual net immigration to ease over the next few years, 

driven by easing PLT arrivals and climbing PLT departures. Tourism arrival numbers are expected to remain strong, a 

key support to the NZ economy. 
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Major International Events for the week ahead* 

Data Date Time  

(NZT) 

Market ASB  

UK GDP, Q4, %qoq 11/02 10:30 pm 0.3 0.3 

Australia Housing Finance, Owner-Occupier Loan Value, Dec 12/02 1:30 pm - -4.0 

UK Inflation, January, %yoy 13/02 10:30 pm 1.9 1.8 

China Trade Balance, January, US$bn 14/02 - 34.5 5.0 

Japan GDP, Q4, %qoq 14/02 12:50 pm 0.4 0.5 

US CPI, January, Headline, %yoy 14/02 2:30 am 1.5 1.3 

RBA Asst. Gov. Kent speech 15/02 9:45 am - - 

China CPI, January, %yoy 15/02 2:30 pm 1.9 1.7 

US Retail Sales Advance, December, Headline, %mom 15/02 2:30 am 0.1 0.1 

UK Retail Sales ex-auto, fuel, January, %mom 15/02 10:30 pm 0.2 0.3 
*Originally published by CBA Global Markets Research on Friday 8th February 2019 at 2.47pm. 

Lending for housing in Australia is trending lower due to a combination of softer demand for housing and a 

tightening in lending standards.  The decline started on the investor side but owner-occupiers have now joined in too.  

We are expecting a decent fall in the value of owner-occupier loans in December and a smaller fall in lending to 

investors. 

We anticipate China’s exports fell 5%yoy in January, tracking the month’s PMI new export orders that stayed in the 

contractionary zone.  Import growth might rebound to 3%yoy (versus -10.7% market). Our expectations are 

supported by cuts to import tariffs effective from January 2019.  As a result, we expect the trade surplus to narrow to 

US$5bn. 

Japanese industrial production surged by 2.0% in Q4. The surge suggests Japanese GDP expanded robustly by around 

0.5%, following a 0.6% contraction in Q3 2018. The upshot is that Japan averted a recession in 2018. But there is still a 

risk of recession in 2019 following the scheduled increase in the rate of the consumption tax (GST) in October 2019. 

Reserve Bank of Australia Assistant Governor Kent is scheduled to speak at a breakfast event in Melbourne hosted by 

FX provider XE. 

China’s CPI inflation likely eased to 1.7%yoy in January because of the lag effect of December’s sharp fall in oil prices. 

Food inflation might rise slightly as the shift of the Lunar New Year to early February 2019 lifted demand in January. 

PPI inflation may have slowed to 0.7%yoy since interim data showed a broad fall in major producer goods. 

UK GDP is expected to have grown 0.3% in Q4 2018. Survey indicators of expected output growth are below historical 

averages. Also, Brexit uncertainties and weaker global growth are weighing on business investment and trade.   

Headline UK CPI inflation will likely slow to an annual pace of 1.8% in January from 2.0% in the month prior, reflecting 

lower energy price inflation. But firmer wage growth suggests underlying inflation will remain sticky near 2.0%. 

Retail US gasoline prices plunged another 5% in January after a 13% decrease in late 2018.  The fall in gasoline prices 

will likely keep headline inflation weak at 1.3%yoy.  But core inflation should stay firm at 2.1%yoy. 

The much-delayed US retail sales report for December should show a small increase of 0.1% in total sales because of 

the steep fall in retail gasoline prices.  But core retail sales should remain firm at 0.4% because of the strong labour 

market. 

Core UK retail sales volumes likely fell by about 0.3% in January. Households’ confidence in the general economic 

situation and their personal financial situation has slipped. Also, house price inflation continues to slow, particularly in 

London. 
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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 Sep-18 Dec-18 Mar-19 Jun-19 Mar-20 Mar-21 Mar-22
<< actual  forecast >>

GDP real - Q% 0.3 0.5 0.8

GDP real - A% 2.6 2.4 2.6 2.5 3.3 3.0 2.9

GDP real - AA% 3.0 2.8 2.7 2.5 3.0 3.1 2.9

CPI - Q% 0.9 0.1 0.1 0.5

CPI - A% 1.9 1.9 1.5 1.6 2.0 1.8 2.0

HLFS employment growth - Q% 1.1 0.1 0.5 0.4

HLFS employment growth - A% 2.8 2.3 2.3 2.0 1.7 1.6 1.4

Unemployment rate - %sa 4.0 4.3 4.1 4.1 3.8 3.5 3.2

Annual current account balance as % of GDP -3.6 -3.9 -3.7 -3.7 -3.6 -3.5 -3.6
    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 Sep-18 Dec-18 Mar-19 Jun-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 2.00 2.25

NZ 90-day bank bill 1.91 1.97 1.9 1.9 2.0 2.3 2.5

NZ 2-year swap rate* 2.04 1.97 1.8 1.9 2.2 2.6 2.7

NZ 10-year Bond* 2.65 2.38 2.2 2.3 2.5 2.7 2.8

* Provisional forecasts, currently under review
ASB foreign exchange forecasts Sep-18 Dec-18 Mar-19 Jun-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZD/USD 0.66 0.67 0.66 0.67 0.68 0.70 0.66

NZD/AUD 0.92 0.95 0.90 0.91 0.91 0.90 0.90

NZD/JPY 75 74 74 74 73 75 74

NZD/EUR 0.57 0.59 0.58 0.57 0.55 0.55 0.54

NZD/GBP 0.51 0.53 0.53 0.53 0.53 0.54 0.51

NZD TWI 72.1 73.5 72.0 72.4 72.3 72.9 70.2
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