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Carry On Hiking, for now 
Q1 GDP figures are the major event highlight locally this week. 

Estimating growth numbers has got a bit tougher in the post-

COVID world as timing effects have had a heavy impact on the 

swings from quarter to quarter. Accordingly, surveys show a 

wide spread of forecasts by economists - we’ve got a lift of 

0.6% pencilled in as our pick. It’s a mistake to get too hung-up 

on fractions of a percentage point, the general view is that 

growth was flattish-to-modest over Q1, leaving the economy a 

little bit below where it was before last year’s lockdown.  

The future is more important than the past, so the Q1 print is 

only important insofar as it gives us a clue about the future. 

We published our full preview on Friday here, but the upshot is 

that we still see growth slowing this year: A fair chunk of the 

lift this past quarter was probably the continued bounce back 

from last year’s lockdown.  For example, there was still a chunk of construction activity in the pipeline to work through, 

and probably a bit of pent-up demand from households as well. We don’t expect that momentum to be sustained, 

given the mounting headwinds on the way.  

Those headwinds set to hit the economy are manifold and interrelated. Widespread capacity constraints continue to 

heavily impact many sectors, with both labour and many raw materials in short supply. Inflation remains prevalent in 

part thanks to those same dynamics. Interest rates are set to rise. Construction is slowing as credit conditions tighten 

and the housing shortage eases. House prices will retrace from their highs. Agricultural production has been poor after 

a run of poor weather. Households will be less likely to open their wallets in light of the above after the spending binge 

of the past couple of years. It's a bit like Murder on the Orient Express, where instead of one culprit, almost every 

character turns out to be behind the crime (we apologise for the spoiler, but it was published 88 years ago). That’s not 

to say the economy doesn’t have real strengths too – we are optimistic NZ exports will hold up well thanks to high 

prices and resilient global demand. But growth will be slower over 2022 and 2023– closer to 2.0-2.5% and 1.0-1.5%, 

respectively, than the 5.6% lift last year. 

These challenges aren’t unique to New Zealand – chronic capacity constraints and sustained inflationary pressures are 

features of the global economy. This week the US Federal Reserve will almost certainly respond to inflationary 

pressures in the US economy by hiking its policy rate to the tune of 50bps.That follows on from a surprise lift by the 

RBA of the same magnitude last week. Given the ultra-tight position many labour markets around the world are 

starting out in, global central banks are still judging that they are at greater risk of overshooting their inflation targets 

for a prolonged period than of pushing unemployment too high. From a NZ perspective, we still see the OCR hitting 

3.50% towards the end of the year. 2023 is when we think the tightrope for the RBNZ will get a bit tougher. A larger-

than-anticipated housing market downturn is our own guess for the culprit that will stop the RBNZ in its tracks, though 

it's not the only suspect that could end up wielding the knife.  nathaniel.keall@asb.co.nz  

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/gdp-preview-q1-2022.pdf
mailto:nathaniel.keall@asb.co.nz
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Foreign Exchange Market  

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

NZD/USD 0.6350 0.6493 0.6254 0.7194 FLAT/DOWN 0.6200 0.6550  

NZD/AUD 0.9021 0.9025 0.9073 0.9274 DOWN 0.8945  0.9150  

NZD/JPY 85.31 85.66 80.59 78.70    FLAT 82.00 86.70  

NZD/EUR 0.6039 0.6071 0.6015 0.5902 FLAT 0.5950 0.6200  

NZD/GBP 0.5151 0.5182 0.5117 0.5073 FLAT 0.5100 0.5300  

TWI 71.4 72.2 70.2 74.3 FLAT/DOWN N/A  N/A  

^ Weekly support and resistance levels * Current as at 12.30pm today; week ago as at Monday 5pm 

NZD Recap and Outlook 

The NZ dollar continues to ride the vagaries of relative monetary policy expectations and risk sentiment. Last week, 

both of these swung in favour of the USD. The NZD/USD lost about 2% over the week, as the greenback posted gains 

against all G10 currencies.  

The ‘green shoots’ in equity markets turned out to be weeds and the S&P500 slumped 5% over the week, souring risk 

appetite. This partly reflected further gains in US cash rate expectations. Friday’s US CPI figures dashed hopes inflation 

might have peaked. The resulting jump in US yields, to fresh cycle highs, added another layer of USD support. 

At around 0.6350, the NZD/USD is smack bang in the middle of the well-established 0.6200-0.6550 range. Momentum 

and the repeated rejection of resistance around 0.6550 means the currency looks ripe for another test of the bottom 

end of the range. The daily RSI is not yet in oversold territory, meaning there’s few technical factors standing in the 

way of another spurt to the downside. 

Still, for this week, direction will come from a swathe of global event risk. There’s policy meetings from the US Fed, 

Bank of Japan, and Bank of England. Datawise, there’s Aussie employment, Chinese activity figures, and US retail sales, 

US GDP, and Eurozone CPI.  

All of these have market-moving potential, but the US FOMC meeting will be most important given the potential 

influence on USD sentiment. The Fed has strongly signalled another 50bps hike (taking the Fed Funds upper bound to 

1.5%), but we don’t think +75bps is out of the question given how intense US inflation pressures are. Indeed, markets 

are now pricing a small risk of such following Friday’s US CPI.  

It’s impossible to pick the currency reaction to the Fed – market positioning around the release means the currency 

reaction can often confound an otherwise ‘correct’ prediction of Fed action. In the least, we’ll probably see fairly 

subdued, range trading in the lead-up to the 6am Wednesday announcement.  

In NZ, Thursday’s GDP figures present asymmetric risk for the NZD. A solid-ish result as we expect (ASB: +0.6% q/q) 

won’t elicit much in the way of reaction, with the data likely dismissed as old news. But a flat, or even negative, result 

as some are calling would take a heavy toll on the NZD, particularly against the AUD, and likely see some RBNZ cash 

rate tightening taken out of the curve 

 

mike.jones@asb.co.nz  

mailto:Mike.jones@asb.co.nz
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Interest Rate Market 

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

Cash rate 2.00 2.00 1.50 0.25 UNCH UP 

90-day bank bill 2.53 2.49 2.11 0.32 FLAT UP 

2-year swap 4.01 3.90 3.55 0.52 FLAT   DOWN 

5-year swap 4.13 3.96 3.74 1.17 FLAT  DOWN 

10-year swap 4.15 4.02 3.86 1.78 FLAT DOWN 

10-year govt bond yield 3.93 3.63 3.58 1.65 FLAT DOWN 

Curve Slope (2s10s swaps) 0.14 0.12 0.31 1.26 FLAT UP 

* Current as at 12.30pm today; week ago as at Monday 5pm. Key UNCH = Broadly unchanged 
 

Market recap 

NZ rates have pushed higher across the curve compared to a week ago. This was despite domestic data pointing to a 

sharp deceleration in Q1 growth, with anecdotes of a softening housing market. For longer-dated tenors, increases in 

NZ government bond yields have outpaced swaps. This likely reflects global moves and the release of details of the 

RBNZ bond sale programme from July, which flagged $5bn of sales each year in $415m-$435m monthly increments 

with the order of sales by maturity date (the longest first) until sales are completed by mid-2027.  

Global yields have registered larger gains, particularly for shorter-term tenors, with 2-year Treasury yields up roughly 

40bps last week. Longer-term yields have also continued to push higher. Pricing side data have also remained 

troublesome with oil prices touching 14-year highs, US headline CPI inflation hitting fresh 40-year highs (8.6% yoy) and 

US core inflation (6.0% yoy) still sticky. Messages from global central bankers have also been hawkish. Australasian 

yields rose after the RBA hiked the cash rate by 50bps (to 0.85%) and signalled further hikes to come. The ECB also 

delivered a hawkish surprise, holding rates and signalling a 25bp July hike but also flagging the potential for a larger 

hike in September. US Treasury yields are now more than 3% across the curve and 160-230bp higher since the start of 

the year, with the circa 200-220bp 2022 gains in Australian bond yields outpacing those in NZ (roughly 160bps). 

Near-term interest rate outlook 

We have a neutral near-term bias. Near-term OCR expectations have roughly 50bps hikes priced in for July (50bps) 

and August (49bps), with roughly 180bps of hikes for 2022. This looks appropriate for now given our high inflation 

view and expectations of offshore central bank rate hikes. A lot is already priced in, and we are looking for an eventual 

turning point after which rates will head lower. The inflation outlook holds the key. Thursday’s NZ Q1 GDP will be the 

key domestic focus this week, with the market generally seeing varying degrees of downside risk to the May MPS 

forecasts (+0.7% qoq). A weak number could see a modest retracement in OCR hike expectations and NZ yields. 

Current market pricing is now factoring in a more front-loaded path of central bank hikes. There is now close to 

225bps of 2022 hikes priced in for the US Fed (including three 50 consecutive 50bp moves). It would take a hawkish 

FOMC message on Thursday to push yields higher. Focus will be on how much the FOMC hikes on Thursday (25bps vs 

50 bps vs 75bps) and the degree to which the March 2022 ‘dot plots’ for 2022 (175bp of hikes) and 2023 (88bps of 

hikes) are revised up and whether they show rate cuts from 2024.  Current market pricing for the BoE (about 40bps) 

looks reasonable given the risk profile but we expect the BoJ to remain comfortably on hold. Price side developments, 

including oil prices and German and Eurozone CPI prints, could impact yields at the margin.  Tightening labour market 

data from Australia should keep the focus on how much more the RBA will hike, and how quickly, with markets 

entertaining a circa 3% RBA cash rate at the end of the year. Despite wobbly global equity markets and a slowing 

global growth pulse, our near-term bias is for longer-term yields to continue to drift higher with curves to remain flat. 

Medium-term outlook 

We now expect 50bp OCR hikes in July (2.50%) and August (3.00%), followed by 25bp rate hikes in October (3.25%) 

and November (3.50%). We then expect the RBNZ to hold for a period, with cuts assumed to begin from 2024 as the 

OCR returns to more neutral levels. The yield curve is expected to steepen leading up to (and during) a period in which 

the OCR is cut. An inverted yield curve is possible. Our CBA colleagues expect the RBA to continue to frontload rate 

hikes with 50bps in July and 25bps in August, September and November, with the cash rate peaking at 2.10%. The US 

FOMC is expected to hike rates by a further 50bps in June with a Fed Funds peak of 2.75-3% in the second half of 

2023. Longer-term local and global yields are expected to drift up given the lift in shorter-dated yields, risk of high 

inflation being persistent and helped by the July cessation of ECB asset purchases by the ECB and quantitative 

tightening by the FOMC and RBNZ. Yields should remain capped at historically-low levels.   mark.smith4@asb.co.nz 

https://www.rbnz.govt.nz/hub/domestic-markets-media-releases/reserve-bank-details-planned-sales-of-new-zealand-government-bonds
mailto:mark.smith4@asb.co.nz
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Domestic Events for the week ahead 
 

Data Date Time  

(NZT) 

Previous Market 
Expects 

ASB Expects 

Food prices, % mom, April 14/6 10:45am 0.1 - 0.5 

GDP, % qtr, Q1 16/6 10:45am +3.0 - 0.6 

  

We expect another seasonal lift in food prices, with the cooler weather and the lagged impact of higher food 

commodity prices key catalysts. Retail prices for beef and lamb look set to climb in the coming months given strong 

export prices. However, grocery food prices will be under close scrutiny after signalled price freezes by the major 

supermarket chains and with government regulators looking at a range of measures to contain price increases. We 

expect to be past the peak for annual food price inflation which looks set to cool over the remainder of 2022.  

Dwelling rents are expected to continue to firm given high headline CPI inflation, solid demand for rental properties, 

and housing policy changes. Annual NZ CPI inflation looks like it will peak at just above 7% in the June 2022 year, 

with the clear risk that high inflation outcomes prove to be more persistent than earlier envisaged.  

Q1 GDP figures are released by StatsNZ on Thursday 16 June at 10.45am.  We expect that GDP lifted a modest 0.6% 

over the quarter, following on from its post-Delta bounce back of circa 3% in Q4.  This leaves the economy still a little 

bit smaller than it was when the country went back into lockdown last August. That’s not a bad performance 

considering the Omicron wave hit over the course of the quarter, hitting a chunk of the labour force and crimping 

some retail spending. We still expect growth to slow over the course of the year, as a result of mounting headwinds, 

including higher interest rates, ongoing cost pressures, slowing construction, softer agriculture production and a more 

cautious household sector. 
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Major International Events for the week ahead 

Data Date Time  

(NZT) 

ASB  

UK GDP, April 13/6 6.00 pm - 

AU NAB Business Survey, May 14/6 1.30 pm - 

UK Employment and Wages, April 14/6 6.00 pm - 

AU WBC Consumer Sentiment, June 15/6 12.30 pm - 

CN Industrial Production, May 15/6 - -0.5%/yr 

Retail Sales - - -5.0%/yr 

Fixed Assets Ex Rural YTD - - 6.0%/yr 

US Retail Sales, May 16/6 12.30 am 0.3%/mth 

UK BoE Monetary Policy Meeting 16/6 11.00 pm  

Bank Rate -- - 1.25% 

EZ Labour Costs, Q1 22 16/6 - - 

US FOMC Policy Meeting 16/6 6.00 am - 

Funds Rate Target Range - - 1.25%-1.50% 

UK Retail Sales, May 17/6 6.00 pm - 

EZ CPI Inflation, May 17/6 9.00 pm - 

JP Bank of Japan 17/6 - - 

Policy Rate - - -0.1% 

10-Year Yield Target - - 0.0% 

* Forecasts and commentary originally published by CBA Global Markets Research Friday 10th of June 

The Australian sharemarket is closed on Monday for a public holiday (Queen’s birthday weekend). In the US, the latest 

consumer inflation expectations report is released tonight. In China, we expect to see a gradual improvement in 

activity in the monthly data dump on Wednesday. 

The Bank of England (BoE), the US Fed (Thursday) and the Bank of Japan (Friday) will meet to set their respective 

interest rates this week. In the UK, our international economics team expect a 25bp increase, taking the Bank Rate to 

1.25%. The BoE has so far taken more incremental steps in normalising interest rates, going up in 25s instead of the 

50s we have seen elsewhere (including in Australia last week). In the US, the Fed has flagged that another 50bp 

increase (to 1.5% at the upper bound) is likely and they will also publish its updated economic forecasts. The Bank of 

Japan has no plans to change their policy rate from -0.1% with the country not experiencing the inflationary shock 

seen in other jurisdictions.  

UK economic growth and labour market data for April will be released this week. We anticipate that UK GDP will be 

soft because of high inflation and monetary policy tightening. The labour market will remain very strong, with the 

unemployment rate expected to be steady at 3.7%.  

After the European Central Bank signalled monetary tightening last week, we will get an update on Eurozone CPI on 

Friday. We expect inflation will increase again with annual core CPI remaining significantly higher (+3.8%) than the 2% 

target. Retail sales figures for the US (Tuesday) and the UK (Friday) are also important indicators to watch as analysts 

seek to understand how much tightening conditions will impact on consumer spending.   
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Key Forecasts 

 

Note: events have weakened the NZD more than anticipated and could continue to do so vs. forecast in the current uncertain environment. 
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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-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Mar-24 Mar-25

<< actual  forecast >>

GDP real - Q% 3.0 0.6 0.5 0.2 0.2 0.3 0.4 0.5

GDP real - A% 3.1 2.4 0.5 4.4 1.6 1.2 1.6 2.0

GDP real - AA% 5.6 5.4 1.4 2.6 2.2 1.9 1.3 1.9

NZ House Prices (QV Index) - A% 26.0 11.7 4.2 -3.0 -9.1 -8.0 2.6 0.0

CPI - Q% 1.4 1.8 1.5 1.4 0.8 0.7 0.7 0.6

CPI - A% 5.9 6.9 7.1 6.3 5.7 4.5 2.9 2.5

HLFS employment growth - Q% 0.0 0.1 0.1 0.1 0.1 0.1 0.2 0.3

HLFS employment growth - A% 3.5 2.8 2.0 0.3 0.4 0.4 0.7 1.0

Unemployment rate - %sa 3.2 3.2 3.2 3.2 3.3 3.5 4.1 4.5

    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 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Mar-24 Mar-25

(end of quarter) << actual  forecast >>

NZ OCR 1.00 2.00 3.00 3.50 3.50 3.50 3.25 2.25

NZ 90-day bank bill 1.61 2.40 3.20 3.60 3.60 3.60 3.30 2.35

NZ 2-year swap rate 3.28 4.00 4.05 4.05 4.05 4.05 3.75 3.35

NZ 5-year swap rate 3.40 4.15 4.20 4.20 4.20 4.15 4.00 3.80

NZ 10-year swap rate 3.38 4.25 4.30 4.30 4.30 4.25 4.15 4.00

NZ 10-year Bond 3.27 4.05 4.10 4.10 4.05 4.00 3.90 3.75

ASB foreign exchange forecasts Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Mar-24 Mar-25

(end of quarter) << actual  forecast >>

NZD/USD 0.70 0.71 0.73 0.74 0.75 0.74 0.70 0.68

NZD/AUD 0.93 0.93 0.94 0.93 0.91 0.95 0.97 0.92

NZD/JPY 85 89 93 95 98 95 88 83

NZD/EUR 0.62 0.68 0.68 0.66 0.65 0.64 0.62 0.60

NZD/GBP 0.53 0.56 0.56 0.56 0.56 0.54 0.52 0.51

NZD/CNY 4.4 4.5 4.6 4.6 4.7 4.6 4.3 4.2

NZD TWI 74.8 76.3 77.6 77.7 78.0 77.3 74.2 71.6

mailto:nick.tuffley@asb.co.nz
mailto:mark.smith4@asb.co.nz
mailto:chris.tennent-brown@asb.co.nz
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