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Will trade tensions add to the mid-winter blues?  
This week the focus remains firmly on football.  The RBNZ OCR review is unlikely to generate any ripples on Thursday 

morning, with just a one-page statement delivered and the Bank likely to repeat its neutral policy assessment from 

May.  Ongoing trade tensions will continue to make market participants nervous, setting a cautious tone in financial 

markets which is likely to weigh on both the NZD and NZ interest rates.  With last week’s Q1 GDP release confirming 

nil per-capita growth over the quarter we take a closer look at NZ’s productivity performance on Page 2, and from a 

broader policy perspective our findings highlight the importance to put in place policies to deepen New Zealand’s 

capital base and employ capital more effectively.  

Key events and views 

Key Insights NZ Labour Productivity Outlook. 

Foreign exchange USD strengthens as trade tensions rise. 

Interest rates Geopolitics and trade tensions skew our bias for marginally lower NZD yields this week. 

Domestic events RBNZ OCR Review, ANZ June business confidence, May trade balance and building consents.  

International events Football World Cup, Fed preferred measure of inflation (PCE deflator).  

Calendars NZ and International calendar of upcoming economic events. 

 
Chart of the Week: More than a case of the winter blues 
As we edge past the shortest day of the year and the winter weather 

continues to bite, you can’t blame most NZer’s for suffering from a 

touch of the mid-winter blues (perhaps with the exception of winter 

sports enthusiasts and football fans).  

But businesses seem to be particularly in the doldrums, suffering a 

lack of optimism since the unexpected change of Government.  This is 

despite solid fundamentals which should be supporting the economy 

including the Terms of Trade remaining close to record high levels, 

interest rates at record lows, and population growth still running 

strong.  The construction and agriculture sectors have specific reasons 

for disquiet, but pessimism has become more broad-based.  There is 

now a growing risk that businesses and households start deferring key 

employment, investment and spending decisions, sapping what should 

otherwise be a very respectable growth performance.  

-30

-10

10

30

50

-40

-20

0

20

40

Jun-95 Jun-00 Jun-05 Jun-10 Jun-15 Jun-20

PLANT AND MACHINERY INVESTMENT 
& ANZBO INVESTMENT INTENTIONS

Source: Stats NZ, ANZ, ASB forecast

apc

(f)

ANZBO Investment 

Intentions (adv 2Q, rhs)

Plant and Machinery 
Investment 

net %

mailto:nick.tuffley@asb.co.nz


  

 

Economic Weekly  |  25 June 2018 

Key Insights this week: NZ Labour Productivity Outlook 
 

Key themes: 

 New Zealand has traditionally been a weak performer in the productivity stakes, with a notable slowing in 

labour productivity growth since the Global Financial Crisis (GFC). 

 Our analysis tentatively suggests that the trend growth in labour productivity over the next few years may be 

somewhat weaker than historical averages, particularly if employment growth remains low in traditionally 

high-productivity growth industries.  

 From a broader policy perspective our findings highlight the importance to put in place policies to deepen New 

Zealand’s capital base and employ capital more effectively. 

NZ productivity stocktake  

As we have stated in a recent note (see here) New Zealand’s productivity track record has been poor. Labour 

productivity (defined as output per hour worked) growth has averaged slightly more than 1% per annum since the 

early 1990s, well below OECD norms of around 2% per annum.  Given recent strong increases in employment, labour 

productivity growth is currently around a cyclical lull. Our expectation of a cyclical increase in labour productivity 

partly reflects an assumed increase in capital intensity. We also assume that new entrants to the labour market will 

experience faster growth in labour productivity than the wider workforce, bolstering wider labour productivity. 

More detailed productivity statistics for New Zealand are available for 

the “measured sector”, which constitutes roughly 80% of GDP. It mainly 

contains enterprises within 18 industries that are market producers and 

typically includes excludes industries in which outputs are not 

adequately measured independently of inputs, with some series 

available back to the late 1970’s1. The productivity performance for this 

group is somewhat better than for overall GDP, with labour 

productivity averaging 1.9% since the early 1990s.  What is also 

apparent is that labour productivity growth has slowed. After 

averaging close to 3% per annum in the 1980s and 1990s, labour 

productivity growth has slowed to around 1½% per annum since 2000. 

With the odd exception, the slowdown has been reasonably 

generalised across most industries. Output growth has remained 

resilient, helped by growing inputs (mostly employment) and more efficient combination of labour and capital (total 

factor productivity (TFP)).  Capital investment in New Zealand has been slow to climb since the Global Financial 

Crisis (GFC), and this looks to be a key contributor behind sluggish labour productivity growth. 

Performance has been uneven across sectors  
Our analysis of the industry data also points to likely changes in the relationship between productivity, output, and 

investment accumulation since the GFC. For each sector, capital deepening (more capital per worker) has typically 

been associated with higher labour productivity growth. Since 2010, however, no discernible positive relationship has 

been evident within the sectors. 

 

 

 

                                                                 

1 For our analysis we mostly use figures published for the “former measured sector” given its more lengthy available 
time series. 
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1996-2017  Annual averages 2010-2017 Annual averages 

  

 

Not so rosy outlook 
By extrapolating forward growth in paid hours for each industry it is 

possible to derive “bottom-up” estimates of trend productivity growth and 

total factor productivity growth for the measured sector. These estimates 

are intended to be illustrative as they are based on the assumption that 

past labour productivity growth rates are accurate predictors of future 

rates, with minimal changes in the labour market structure also assumed. 

Our back of the envelope estimates suggest that trend growth in labour 

productivity in the measured sector could slow from the 1.7% per annum 

average since 2010 towards 1.2-1.5% per annum on average over the 

next few years.  Trend total factor productivity growth rates are also likely 

to be a fraction lower than their historical averages. We also expect growth 

in the New Zealand labour force to moderate over the next few years as 

net immigration recedes from record highs (see our note here).  Assuming labour input growth of around 1.5% per 

annum over the next few years, this is likely to deliver trend growth in the measured sector of around 2.7%-3% per 

annum, below the approximate 3½% average of the last five years.  

Policy Implications 
Our analysis tentatively suggests that as a consequence of a lower labour input and labour productivity growth, future 

potential output growth for the economy is likely to slow. This could mean that pressures on capacity could be 

encountered earlier in the next cycle, which could see inflationary pressure emerge sooner, having implications for 

the timing and magnitude of OCR moves.  Industry data also tentatively suggest that relationships between 

productivity, output, and investment accumulation may have changed post the GFC.  We are loathe to declare that 

this means that the usual historical relationships do not apply; it just means that policy makers may have to consider a 

wide number (of sometimes competing) perspectives. For the RBNZ, this may mean focusing more directly on pricing 

dynamics and the factors impacting on inflation rather than relying on capacity metrics.  From a broader policy 

perspective our findings highlight the importance to put in place policies to deepen New Zealand’s capital base and 

employ capital more effectively. 
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Foreign Exchange Market  

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

NZD/USD 0.6916 0.6939 0.6920 0.7266 FLAT 0.6800 0.7050 UP 

NZD/AUD 0.9295 0.9323 0.9147 0.9616 FLAT 0.9200 0.9380 FLAT 

NZD/JPY 76.02 76.67 75.79 80.85 FLAT 75.00 77.00 FLAT 

NZD/EUR 0.5929 0.5986 0.5909 0.6508 FLAT 0.5900 0.6050 DOWN 

NZD/GBP 0.5213 0.5229 0.5176 0.5721 FLAT 0.5100 0.5300 FLAT 

TWI 73.6 73.8 72.6 78.43 FLAT 73.00 74.00     UP 

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

NZD Recap 
Global trade developments continue to be a dominant driver of currency movements. A further escalation in trade 

tensions (with the US threatening more tariffs against both China and the EU) supported demand for safe-haven 

currencies over the week. Both the JPY and the CHY gained against most major currencies last week. However, these 

gains were less pronounced against the USD, which remained strong following the previous week’s hawkish Fed 

rate announcement (increased the Fed funds rate and highlighted it expects another two more rate hikes this year). 

On Tuesday night, this support saw the USD reach a 10-month high. Locally, Thursday’s NZ Q1 GDP release did little to 

move currency markets with an on-consensus result. Thursday night’s Bank of England rate announcement supported 

the sterling, despite the committee leaving the policy rate and asset purchases unchanged. The key surprise was the 

fact that the Chief Economist, Haldane, had voted for a 25bp rate hike. 

Near-term outlook 
Our near-term bias remains for a marginally weaker NZD, particularly against the USD.  We expect the RBNZ to 

reaffirm its on hold stance at Thursday’s Official Cash Rate (OCR) review and, in particular, we expect the RBNZ to 

maintain that the next move could be either up or down. This contrasts to the US Federal Reserve which remains well 

underway in its current tightening cycle. There is a risk that the AUD remains trading on the defensive against the 

USD while the current US-China trade spat risks slowing the global growth outlook.  The euro is also vulnerable to 

more downside, due to the combination of domestic political risks and growing trade tensions between the EU and 

the US. 

 
Medium-term outlook 
We believe the recent bout of USD weakness has ended and we have now further increased our near-term USD 

forecasts. We are expecting the USD to remain supported due to the increasing divergence between the US 

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

wages as well as political developments have seen many central banks holding on to their accommodative monetary 

policy stances or stalling tightening cycles. The NZD TWI is expected to remain broadly supported by NZ’s solid 

economic outlook, strong NZ commodity export prices, 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 0.68 0.67 0.68 0.69 0.71 0.74

NZD/AUD 0.91 0.94 0.93 0.93 0.91 0.91 0.92 0.90

NZD/JPY 80 77 75 74 73 74 75 75

NZD/EUR 0.59 0.59 0.59 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 72.8 72.3 72.3 72.4 71.9 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 2.04 2.02 1.99 1.95 FLAT UP 

2-year swap 2.25 2.24 2.20 2.21 FLAT/DOWN  UP 

5-year swap 2.66 2.67 2.66 2.68 FLAT/DOWN UP 

10-year swap 3.12 3.13 3.16 3.14 FLAT/DOWN UP 

10-year govt bond yield 2.94 2.90 2.75 2.73 FLAT/DOWN UP 

Curve Slope  (2s10s swaps) 0.87 0.89 0.96 0.93 FLAT/DOWN DOWN 

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

Market Recap 
Local yields started the week little changed. US 10-year Treasury yields traded in a narrow 2.90-2.94% range over the 

past week. Rather than reflecting little change in developments the apparent stability in yields appears to be due to 

offsetting influences.  Escalating trade tensions between the US and the European Union/China and concerns over 

political stability/fiscal solvency in the Eurozone weighed on long-term global yields. Offsetting this, oil prices ended 

the week marginally firmer as the signalled 700,000-800,000 barrels per day lift in production by OPEC from July was 

not as much as generally expected. Early last week, Fed Chairman Jerome Powell said on the basis of the US outlook, 

the case for continued gradual interest rate increases is "strong."  Later in the week, however, Powell noted “changes 

in trade policy could cause us to have to question the outlook.” The Bank of England stuck to the script, but the 6-3 on 

hold vote split was narrower than in May, with BoE Chief Economist Haldane joining the rate hike camp. There was 

little market impact from the on-consensus NZ +0.5% qoq Q1 GDP print, which was weaker than the May Monetary 

Policy Statement (MPS) forecasts (+0.7% qoq).  

 
Near-term NZD interest rate outlook 
Geopolitics and trade are expected to remain centre stage and our bias remains for marginally lower NZD yields and 

a flatter curve. Data are expected to play less of a prominent of global rates unless there are any significant surprises, 

particularly with key US core PCE inflation data to be released at the end of the week (mkt: +1.9% yoy). We remain 

constructive on the New Zealand economic outlook, but caution this is contingent on a recovery in (currently weak) 

business confidence. Another soft reading from Wednesday’s ANZ Business Outlook is likely to chip away at that view.  

We also expect the RBNZ to retain the balanced assessment on Thursday’s June OCR Review, with the key passage 

likely to be retained: “the direction of our next move is equally balanced, up or down. Only time and events will tell” 

(see our preview here).  Our view of the risk profile is gradually shifting to a slightly later start of OCR hikes, with the 

likelihood the RBNZ policy assessment may acknowledge the increasing global risks posed by protectionism.  We will 

be closely monitoring NZ bank bill to OIS spreads, which have significantly widened in Australia. 

 
Medium-term outlook 
Our core view is that the RBNZ will start lifting the OCR in Q3 of 2019. We expect a moderate pace of tightening by 

historical standards, and a low OCR endpoint of around 3.5% this cycle.  We now expect a total of six Fed hikes over 

2018 (100bp) and 2019 (50bp). However, by the end of 2018 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 flatter 

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 2.25 2.75

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 2.2 2.3 2.4 2.5 3.3 3.7

NZ 10-year Bond 2.75 2.7 2.9 3.0 3.0 3.1 3.4 3.6

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-ocr-june-2018-preview.pdf
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Major Domestic Events for the week ahead 
Data Date Time (NZT) Previous Market  ASB  

Trade Balance, May, $m 27/06 10:45 am 263 100 100 

ANZ Business Outlook, June, General Confidence, net % 27/06 1:00 pm -27.2 - - 

RBNZ OCR Review, % 28/06 9:00 am 1.75 1.75 1.75 

Building Consents, May, 000’s 29/06 10:45 am -3.7 - - 

RBNZ Credit Growth, Household, % mom 29/06 3:00 pm 0.5 - - 

  

We expect a small trade surplus in May.  Looking over the month, we expect 

export values to firm on the back of stronger dairy export prices.  Meanwhile, 

we also expect import values to remain firm on the back of the lift in oil 

prices over May.  Looking at the annual balance, we expect the deficit to 

remain steady at $3.7 billion.  

Headline business confidence remains at a low level following its post-

election plunge.  Weak business confidence may reflect ongoing uncertainty 

as policy details are yet to be firmed up, and risks weighing on investment 

and employment decisions.  We expect to see some gradual improvement in 

business confidence over the coming months. 

There were tentative signs in the April building consents data that the 

post-election dip may be over.  The Auckland and Wellington consents 

data hint at stronger residential construction activity over 2018.  In 

particular, non-housing consents such as for town houses are leading the 

way. This hints at positive news for narrowing the gap between housing 

demand and supply through enabling densification.  

We expect a similar and to-the-point message from the RBNZ over the 

outlook for the Official Cash Rate (OCR): “the direction of our next move is 

equally balanced, up or down. Only time and events will tell”. 

But the risks are slightly more skewed towards lower growth, with 

interest rates remaining on hold for longer.  A robust global growth 

backdrop is at greater risk of being undermined by increasing trade 

protectionism, though actions to date are unlikely to significantly impact the 

New Zealand economy.  Locally, pessimistic business confidence and 

uncertainties from the ongoing Mycoplasma Bovis eradication efforts could 

slow growth relative to the strong fundamentals still in place.  These themes 

should get some airplay this time, after little mention in May. 

That aside, we see very little need for the RBNZ to substantively tweak its 

outlook for interest rates.  Inflation shifts are modest, and fresh 

employment-related data are not up for release until August.  We retain our 

view that the RBNZ is on hold for a long time, until around August 2019. 

Household credit growth has been steady recently as the slowing in housing credit growth has stalled. Despite this, 

we continue to expect housing credit growth to remain subdued (and to slow further) relative to recent highs, 

reflecting the still-soft housing market.  Business credit growth eased for the third consecutive month in April and the 

risk is that it slows further in May as business confidence has yet to stage a convincing post-election recovery. On the 

agricultural front, we expect to see credit growth to remain subdued. 
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Major International Events for the week ahead* 

Data Date Time  

(NZT) 

Market ASB  

RBA Head of Payments Policy Tony Richards to speak  26/06 - - - 

Australia ABS Job Vacancies, May, %mom 28/06 1:30 pm - - 

EU Summit in the UK 28/06 - - - 

Australia Private Sector Credit, May, %mom 29/06 1:30 pm 0.4 0.4 

UK Mortgage Approvals, May, 000s 29/06 8:30 pm 62.2 62.0 

Eurozone CPI, June, %yoy 29/06 9:00 pm 2.0 1.8 

US PCE Deflator, May, %yoy 30/06 12:30 am 2.2 1.9 
*Originally published by CBA Global Markets Research on Friday 22nd 2018 at 4.51pm. 

The Reserve Bank of Australia’s Head of Payments Policy, Tony 

Richards, speaks on cryptocurrencies at the Australian Business 

Economists event.  RBA comments in the past have centred on the 

challenges of privately-issued fiat currency with no central entity 

standing behind the liability. 

Australian ABS Job Vacancies rose 4.3% in the quarter to February 

2018 and 19.3% for the year.  Since then, employment growth has 

slowed but leading indicators including the monthly ANZ Job Ads series 

suggest job vacancies should remain at elevated levels.  Some 

businesses and industries have also highlighted that there is some 

issues with specific skills shortages. 

Australian business credit growth rose 0.5% in April after a strong 

0.7% in March and helps signal a turn in business investment, although businesses have also been using alternative 

funding sources.  Housing credit has been weaker, driven by the investor and, to a lesser extent, owner-occupiers as 

tighter lending standards are impacting.  Lenders are also collecting more information on a borrower’s living expenses 

and using this to determine lending amounts, which are typically lower.   

The 28 June EU summit was supposed to show progress in Brexit negotiations.  However, we think progress will be 

limited because of UK domestic political uncertainty in recent weeks. 

We anticipate UK mortgage approval data for May will print around 62k, reflecting the seasonal slowdown in the UK 

housing market. 

We anticipate Eurozone June CPI will print at levels around 1.8% yoy, reflecting higher energy prices and a weaker 

EUR/USD. 

US gasoline prices jumped by 6% in May.  The jump will likely push the headline PCE deflator up to 2.2% yoy.  The 

already-released core CPI suggests the core PCE deflator accelerated to 1.9% yoy. 
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Global Data Calendars 
 

Calendar - Australasia, Japan and China 
 

 Time      Forecast 

Date (NZT) Eco Event Period Unit Previous Market ASB 

Mon 25 Jun 11:50 JN BOJ summary of opinions 

 17:00 JN Leading index CI Apr F Index 105.6 ~ ~ 

Tue 26 Jun 11:30 AU ANZ Roy Morgan Cons. Conf. Jun Index 122.1 ~ ~ 

Wed 27 Jun 10:45 NZ Trade balance  May NZD 
mn 

263.0 100 100 

 13:00 NZ ANZ business confidence Jun ~ -27.2 ~ ~ 

 13:30 CH Industrial profits  May y%ch 21.9 ~ ~ 

 13.30 AU Engineering construction activity Q1 

Thu 28 Jun 09:00 NZ RBNZ official cash rate Jun % 1.75 1.75 1.75 

 11:50 JN Retail sales  May P m%ch 1.3 ~ ~ 

Fri 29 Jun ~ CH BoP current account balance Q1 F CNY bn -28.2 ~ ~ 

 10:00 

 

NZ 

 

ANZ consumer confidence 

 

Jun 

 

Index 

m%ch 

121.0 

0.4 

~ 

~ 

~ 

~  10:45 NZ Building permits  May m%ch -3.7 ~ ~ 

 11:50 JN Industrial production  May P m%ch 0.5 ~ ~ 

 13:30 

 

AU 

 

Private sector credit  

 

May 

 

m%ch 

y%ch 

0.4 

5.1 

~ 

~ 

0.4 

5.1  17:00 JN Consumer confidence index Jun Index 43.8 ~ ~ 

*P = Preliminary 

 
Calendar - North America & Europe 

 
 Time      Forecast 

Date (UKT) Eco Event Period Unit Previous Market ASB 

Mon 25 Jun 15:00 US New home sales May 000 662.0 670.0 ~ 

 15:30 US Dallas Fed manufacturing 
activity 

Jun ~ 26.8 24.0 ~ 

Tue 26 Jun 09:00 ES ECB's Hansson speaks on outlook for Euro area and Estonia 

 14:00 US S&P coreLogic CS 20-city  Apr m%ch 0.5 ~ ~ 

 15:00 US Richmond Fed manufacting 
index 

Jun Index 16.0 15.0 ~ 

 15:00 US Conf. Board consumer 
confidence 

Jun Index 128.0 127.2 ~ 

 18:00 US Fed's Bostic speaks in Birmingham, Alabama 

 18:45 US Fed's Kaplan speaks in Houston 

Wed 27 Jun ~ EC ECB's Peter Praet talking to Dutch parliament 

 09:00 EC M3 money supply  May y%ch 3.9 ~ ~ 

 09:30 UK BOE's Carney speaks About Financial Stability Report 

 13:30 US Wholesale inventories  May P m%ch 0.1 ~ ~ 

 15:00 US Pending home sales  May m%ch -1.3 1.0 ~ 

 17:15 US Fed's Rosengren speaks on Ethics and Economics 

Thu 28 Jun 07:03 UK Nationwide house PX  Jun m%ch -0.2 ~ ~ 

 09:00 EC ECB Publishes Economic Bulletin 

 10:00 EC Economic confidence Jun Index 112.5 ~ ~ 

 13:30 US GDP annualized  Q1 T q%ch 2.2 2.2 ~ 

 15:45 US Fed's Bullard speaks on U.S. Economy and Monetary Policy 

Fri 29 Jun 09:30 UK GDP  Q1 F q%ch 0.1 ~ ~ 

 10:00 EC CPI core  Jun A y%ch 1.1 ~ ~ 

 13:30 US PCE deflator  May m%ch 0.2 ~ ~ 
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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 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 0.9

GDP real - A% 2.9 2.7 2.7 3.0 3.3 3.6 3.5 3.2

GDP real - AA% 2.8 2.7 2.7 2.8 2.9 3.2 3.5 3.3

CPI - Q% 0.1 0.5 0.4 0.5 0.1

CPI - A% 1.6 1.1 1.5 1.5 1.5 1.5 1.6 1.8

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 1.9 1.7

Unemployment rate - %sa 4.5 4.4 4.4 4.3 4.2 4.1 4.0 3.8

Annual current account balance as % of GDP -2.7 -2.8 -2.7 -2.6 -2.7 -2.2 -2.6 -2.6
    Q% = percentage change on previous quarter

    A% = percentage change since same quarter the previous year

    AA% = percentage change for year ending quarter since the previous year

ASB interest rate forecasts 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 2.25 2.75

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 2.2 2.3 2.4 2.5 3.3 3.7

NZ 10-year Bond 2.75 2.7 2.9 3.0 3.0 3.1 3.4 3.6

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 0.68 0.67 0.68 0.69 0.71 0.74

NZD/AUD 0.91 0.94 0.93 0.93 0.91 0.91 0.92 0.90

NZD/JPY 80 77 75 74 73 74 75 75

NZD/EUR 0.59 0.59 0.59 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 72.8 72.3 72.3 72.4 71.9 73.1
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