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Here we go again, again… 
Sunday dinner got rudely interrupted by the unwelcome news that NZ is heading into some repeat of last August’s 

Auckland L3 and rest-of-NZ L2 lockdown.  The UK COVID variant has made it out into the community, with the source 

of infection as yet unknown. 

So, economically speaking, what does this mean?  The key determining factor is how long the lockdown goes on for, 

and for that we will have to wait and see.  If it is merely a matter of days, the economic impact will be minimal.  

Spending that would have happened (particularly in the services sectors) over this Monday – Wednesday period will 

likely be caught up on in following days or weeks.  If restrictions continue over the weekend, the potential for 

foregone revenue in hospitality, for example, starts to step up.   

But it is really important that we reflect on what we have learned about the economy since the August lockdown.  NZ 

businesses proved surprisingly adaptable to operating under restrictions.  Many retailers, for example, have stepped 

up their online or contactless sales methods, enabling a fair degree of commerce to continue.  It is largely those 

activities that require face-to-face contact that bear the brunt. Even then, however, the longer-term impact will 

depend on the extent to which people catch up on what they originally wanted to do vs. outright cancellation. 

When the August 2020 lockdown started, we estimated that the weekly value of lost activity was likely to be around 

0.15% of annual GDP.  These estimates were derived from estimating how much of the economy was not permitted to 

operate and didn’t take into account any potential for post-lockdown catch-ups activity.  This time around we think 

the GDP impact could be slightly less than half that given how NZ adapted in the last lockdown.  NZ GDP rebounded by 

a more than expected 14% in the September 2020 quarter even while spending a chunk of the time under restrictions.   

One of the clear indications of how we adapted was that 

people movements to places of commerce during the 

August lockdown were greater for given levels of 

lockdown than was the case during the first March – 

June lockdown.  We could also review the lockdown 

restrictions to focus on ‘safe’ vs. ‘essential’ activity. 

On a final note, what is it about toilet paper?  Unlike 

money it actually grows on trees (sort of) in NZ.  It’s 

coffee supplies we need to be worrying about, plus 

whether or not it is now socially acceptable to watch 

Bridgerton during lockdown!  Take care out there and 

we hope you have to hand everything you need to get 

through this latest – and hopefully – brief lockdown. 

nick.tuffley@asb.co.nz 

mailto:nick.tuffley@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 0.7215 0.7146 0.7199 0.6433 FLAT 0.7080  0.7400  

NZD/AUD 0.9296 0.9413 0.9270 0.9571 FLAT 0.9100  0.9500  

NZD/JPY 75.76 75.40 74.71 70.63 FLAT 73.90  77.70  

NZD/EUR 0.5953 0.5976 0.5926 0.5937 FLAT 0.5810  0.6110  

NZD/GBP 0.5209 0.5226 0.5261 0.4931 FLAT 0.5080 0.5340  

TWI 74.9 74.6 74.5 71.42 FLAT N/A  N/A  

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

NZD Recap and Outlook 
NZD remained comfortably within its recent ranges against the USD and the JPY last week, holding at just above 0.72 

against the USD.  The NZD slipped against the AUD, as iron ore prices recovered some ground over the past week 

supporting the AUD. The NZD also edged slightly lower against the GBP and EUR.  

NZ’s alert level restrictions have been lifted for 3-days as authorities scramble to contact trace and assess the latest 

community outbreak. The three cases that have been detected in the community are the more contagious UK variant, 

and have not been linked to a case in managed isolation or quarantine.  Meanwhile, Victoria Australia has also 

entered a 5-day ‘circuit breaker’ lockdown.  Currency markets have largely looked through these announcements.  

NZ’s economic performance relative to other countries over the past year demonstrates that moving early to keep 

COVID out is the best overall outcome for the economy.  

Global market sentiment remained reasonably positive amid a quiet week for economic data and developments. US 

equity markets and US longer-term bond yields largely trended sideways, holding onto recent gains.  Financial market 

participants remain hopeful Biden’s large fiscal stimulus package will be delivered.  Meanwhile, Federal Reserve 

Chairman Powell highlighted the hidden weakness which remains in the US labour market (the Federal Reserve 

believes the “true” US unemployment rate is closer to 10% after adjusting for low workforce participation), reinforcing 

that US interest rates will remain low for some time to come.  

It’s a relatively quiet week again for both NZ and offshore economic data and FX direction will remain largely hinged 

on global risk appetites. We expect the NZD will likely remain within recent ranges. On the local front, REINZ house 

sales data are due out first thing tomorrow morning and will no doubt confirm ongoing tightening in the housing 

market, which is not new.  Last week the RBNZ confirmed that it will reinstate high loan to value lending restrictions – 

but these have been voluntary reinstated by major banks since late last year. The key Australasian highlight is the 

Australian monthly labour market report – we expect to see the Australian unemployment rate decline to 6.4% from 

6.2%.  Finally, Federal Reserve meeting minutes (Thursday) should reiterate the Fed thinks the US economy is still a 

long way from meeting maximum employment and inflation objectives – echoing the tone of Fed Chair Powel’s 

speech last week.  jane.turner@asb.co.nz 

 

 

ASB foreign exchange forecasts Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Mar-23

(end of quarter) << actual  forecast >>

NZD/USD 0.72 0.70 0.70 0.71 0.71 0.71 0.71

NZD/AUD 0.94 0.93 0.92 0.92 0.91 0.91 0.92

NZD/JPY 75 74 74 76 77 77 80

NZD/EUR 0.59 0.57 0.56 0.56 0.55 0.55 0.53

NZD/GBP 0.53 0.52 0.51 0.52 0.52 0.52 0.52

NZD/CNY 4.7 4.6 4.6 4.6 4.5 4.5 4.5

NZD TWI 75.1 73.4 73.0 73.7 73.2 73.0 72.9

mailto:jane.turner@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 0.25 0.25 0.25 1.00 UNCH UP 

90-day bank bill 0.29 0.28 0.28 1.21  UNCH UP 

2-year swap 0.35 0.38 0.28 1.14 UNCH UP 

5-year swap 0.80 0.85 0.58 1.23 UNCH UP 

10-year swap 1.42 1.43 1.10 1.51  UNCH UP 

10-year govt bond yield 1.32 1.38 1.04 1.37  UNCH UP 

Curve Slope (2s10s swaps) 1.06 1.05 0.82 0.37  UNCH DOWN 

* Current as at 9.30am today; week ago as at Monday 5pm. Key UNCH = Broadly unchanged 
 

Market Recap 

Local yields peaked last Tuesday following the tick-up in inflation expectations towards 2% from the RBNZ survey but 

have subsequently unwound earlier gains. Falls were most acute in the belly of the curve, with the yield curve 

flattening. NZ data was also weaker at the margin, showing an uneven pace of demand. The RBNZ also signalled from 

March it will be tightening loan-to-value restriction for both owner occupier (20% deposit) and investor mortgage 

lending (30%, 40% from May) likely dampening yields at the margin. NZ Government bonds had a strong week, with 

sizeable falls in the mid-part of the curve and for longer-dated tenors, helped by falls in NZ yields and lower Australian 

bond yields. The $450m tender of 2024, 2029 and 2041 NZ Government bonds attracted strong demand, with yields 

trading below mid-market levels, supported by the $575m in RBNZ purchases under the LSAP. 

As was the case with the earlier run-up in yields, moves were more sizeable for local yields than for global 

counterparts. Global yields were lower earlier last week after tame inflation readings from the US and China and 

messages from global central banks (including the RBNZ, Fed and ECB) downplaying the risk of economic overheating.  

Rising global equities, higher debt issuance and hopes that a US fiscal package will soon be released pushed yields 

higher, with longer-dated US Treasury yields ending the week at early 2020 highs (10Y 1.21%, 30Y 2.01%).  

Near-term interest rate outlook 

Local yields could briefly move lower heading into the February MPS on February 24. Last night, the stepping up of 

COVID-19 Alert levels in NZ (to Level 3 in Auckland and Level 2 elsewhere) for at least 72 hours following the discovery 

of 3 community cases of the UK variant was a reminder we are still in a global pandemic (typically lower yields). The 

NZ dataflow is also likely to show an uneven domestic expansion (strong housing data, weaker elsewhere). Our 

expectation is that the RBNZ will use similar tactics to other global central banks so as to keep yields low and cap the 

currency (i.e. NZD). Weekly asset purchases by the RBA (AUD5bn) and RBNZ (another NZD570m) should dampen 

longer-term yields at the margin and we expect this week’s $450m tender by NZ Debt Management (2025, 2029 and 

2033 bonds) to attract solid demand. The RBNZ will eventually look to resume tapering the LSAP but will not halt asset 

purchases altogether until it is confident the domestic expansion is secure.   

Liquidity this week is likely to be thin given holidays in the US and Asia, with scope for volatility. The launch of a large 

fiscal package in the US close to the USD 1.9tr already signalled could push global yields higher, notwithstanding likely 

low PPI and CPI inflation readings from the US, Canada and the UK this week. Central bank minutes from the RBA 

(Tuesday) and Fed (Thursday) should show no urgency for settings to be tightened. This week’s activity data (Eurozone 

Q4 GDP, PMIs, US retail sales) and January Australian labour market data should attract little attention.  

Medium-term outlook 

We have pencilled in a 0.25% OCR until mid-2023 but concede the risk of an earlier hike given the resilience being 

displayed by the NZ economy.  Our bias is for yields across the NZ yield curve to edge up over the next few years and 

for the yield curve to flatten, with longer-term NZ yields to peak at historically low levels mark.smith4@asb.co.nz. 
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Major International Events for the week ahead 

Data Date Time  

(NZT) 

ASB  

Japanese GDP, Q4, %qoq 15/02 12:50 pm 2.5 

RBA Meeting Minutes, February 16/02 1:30 pm - 

UK CPI, January, %yoy 17/02 - - 

Australia Unemployment, January, % 18/02 1:30 pm 6.4 

US Retail Sales, January, %mom 18/02 2:30 am 1.0 

US FOMC Meeting Minutes 18/02 8:00 am - 

Australia Retail Trade, January, %mom 19/02 1:30 pm 2.0 

UK Retail Sales, January, %yoy 19/02 8:00 pm - 

* Forecasts and commentary originally published by CBA Global Markets Research Friday 12 February at 2:06 pm 

 

We predict Japanese GDP lifted by 2.5%qoq in Q4 2020. Business investment likely expanded for the first time after 

contracting for four straight quarters.  We expect foreign demand and domestic consumption extended the rebound 

in Q4, but the pace likely slowed. 

At the February Board Meeting the Reserve Bank of Australia (RBA) agreed to extend their $A100bn bond purchasing 

program by another six months when it expires in April.  The RBA’s latest forecasts show a solid recovery in the 

economy and an improving labour market.  But inflation is expected to still be running below the lower end of the 2-

3% target at the end of the forecasting horizon.  There is unlikely to be any new information in these Minutes with the 

Statement on Monetary Policy and two speeches from Governor Lowe since the February Board meeting. 

We expect another strong month of employment growth (+50k) in Australia’s January labour force survey.  This 

would drive the unemployment rate 0.2% points lower to 6.4% on an unchanged participation rate.  CBA JobSeeker 

data and other leading indicators suggest that the labour market continues to improve. 

Internal data is pointing to solid 2.0% lift in Australia’s January retail trade.  Cafes and restaurants (-2.2%yoy) were 

the only major category which contracted over the year to December.   The vaccine roll-out will help eating and 

drinking out to return to normal levels.  Masses of accrued savings, an improving labour market and lofty levels of 

consumer sentiment underpin our view that retail trade will continue to run at high levels. 

The Bank of England (BoE) projects headline CPI inflation to remain around 0.6%yoy in January and February, before 

picking up quite sharply over the rest of the first half of this year. That is mainly the result of the end of the reduction 

in value-added tax for certain services and developments in energy prices. 

We forecast a 1% rebound in US retail sales in January.  Many American’s received their $US600 stimulus payment in 

January which will have supported retail spending.  A sharp rise in gasoline prices are likely to have provided a further 

boost to headline retail sales over the month. 

The US Federal Reserve Meeting Minutes will reiterate that the central bank judges the US economy is still a long way 

from meeting maximum employment and inflation objectives.  Any debate between committee members over the 

inflation outlook will be closely monitored. 

UK retail sales volumes fell at an annual pace of 1.9% in December 2020, the largest annual decline since 1997.  Low 

consumer confidence points to subdued retail spending over January. 
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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-20 Dec-20 Mar-21 Jun-21 Sep-21 Mar-22 Mar-23

<< actual  forecast >>

GDP real - Q% 14.0 0.5 0.3 0.2 0.3 0.3 0.8

GDP real - A% 0.4 0.7 2.2 15.1 1.3 0.9 3.2

GDP real - AA% -2.3 -2.6 -2.0 4.3 4.5 4.2 2.2

NZ House Prices (QV Index) - A% 9.5 11.7 12.8 15.2 12.7 7.1 4.9

CPI - Q% 0.7 0.5 0.6 0.4 0.8 0.4 0.4

CPI - A% 1.4 1.4 1.2 2.1 2.2 1.9 2.2

HLFS employment growth - Q% -0.7 0.6 0.2 0.4 0.4 0.4 0.5

HLFS employment growth - A% 0.4 0.7 -0.1 0.5 1.7 1.4 1.8

Unemployment rate - %sa 5.3 4.9 5.2 5.1 5.2 5.1 4.9

    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-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Mar-23

(end of quarter) << actual  forecast >>

NZ OCR 0.25 0.25 0.25 0.25 0.25 0.25 0.25

NZ 90-day bank bill 0.27 0.30 0.30 0.30 0.30 0.30 0.30

NZ 2-year swap rate 0.28 0.25 0.25 0.25 0.25 0.25 0.45

NZ 5-year swap rate 0.54 0.50 0.50 0.50 0.50 0.50 0.65

NZ 10-year swap rate 0.98 1.00 1.00 1.00 1.00 1.00 1.15

NZ 10-year Bond 0.99 1.00 1.00 1.00 1.00 1.05 1.20

ASB foreign exchange forecasts Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Mar-23

(end of quarter) << actual  forecast >>

NZD/USD 0.72 0.70 0.70 0.71 0.71 0.71 0.71

NZD/AUD 0.94 0.93 0.92 0.92 0.91 0.91 0.92

NZD/JPY 75 74 74 76 77 77 80

NZD/EUR 0.59 0.57 0.56 0.56 0.55 0.55 0.53

NZD/GBP 0.53 0.52 0.51 0.52 0.52 0.52 0.52

NZD/CNY 4.7 4.6 4.6 4.6 4.5 4.5 4.5

NZD TWI 75.1 73.4 73.0 73.7 73.2 73.0 72.9
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