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Kiwi-Aussie housing connection 
This week we explore the connection between the Australian and NZ housing markets. Our initial analysis indicates 

that there is some link between prices across the two markets, but currently NZ immigration levels and tight local 

supply may offset the overall link.  Meanwhile, there are plenty of local data to look forward to this week, highlighted 

by the RBNZ’s Financial Stability Report on Wednesday.  The November ANZ Business Outlook, due on Thursday, is 

also likely to garner market attention.  Offshore, Q3 US GDP data are due, while the Fed releases its Meeting Minutes 

on Friday NZ time. 

Key events and views 

Key Insights Will housing market weakness cross the Tasman? 

Foreign exchange The NZD eased against most of the major crosses over the past week.  

Interest rates NZ yields continue to fall as markets unwind their earlier sharp rise.  

Domestic events RBNZ Financial Stability Report, ANZ Business Outlook, Building Consents and Trade Balance.  

International events US Q3 GDP and inflation data and Fed Meeting Minutes. 

Calendars NZ and international calendar of upcoming economic events. 

 

Chart of the Week: Too much of a good thing 
October dairy production has set a new record high for any 

month.  October production has jumped 6.5% ahead of October 

2017, and for the season to date production is running 6% 

above the same time last season. 

And there’s more to come.  Recent rains across the country 

mean that production should kick on over November, December 

and into 2019.  With that in mind, the risk of drought crimping 

production growth later in the season continues to recede. 

On the basis, we lifted our 2018/19 season production growth 

forecast from 4% to 5%.  Indeed, this season is comfortably on 

track to set a new record high.  Note production growth at 3% or 

above will translate into a new record high. 

But it is possible to have too much of a good thing.  The extra milk also means a lower milk price forecast – last 

week, we also trimmed our milk price forecast by 25 cents to $6.00/kg.   
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Key insights this week: Will falling Australian house prices sink those in NZ? 

 New Zealand house prices have tended to broadly track those in Australia, reflecting similar demand and 

supply side determinants. 

 Our work suggests that net immigration (positive) and nominal mortgage interest rates (negative) have 

significant impacts on NZ house prices.  

 Lower Australian house prices looks set to dampen those in NZ, but lower mortgage interest rates, and still-

elevated net immigration and underbuilding in NZ should temper forthcoming declines. 

In a forthcoming note we will be taking a closer look at the implications of recent falls in Australian house prices on 

the NZ housing market and wider economy.  Here we present some initial findings. 

New Zealand residential property price movements tend to 

broadly track those in Australia.  Australian house prices are 

around 3% off their October 2017 peak.  Declines have been most 

acute in the major centres, with Sydney prices around 7½% below 

June 2017 peaks, while Melbourne prices are around 5% 

lower.  Given the falls evident in Australia, the concern is that 

similar weakness could be evident across this side of the Tasman 

and that overall NZ house prices fall.  To date, NZ house prices 

are still going up, albeit modestly. There have been modest falls in 

Auckland house prices since the start of the year. 

The Reserve Bank of Australia (RBA) remains watchful.  In its 

November Statement of Monetary Policy, the RBA cited various 

demand and supply side factors contributing to the recent lull in 

house prices. Similar to NZ these include stretched affordability, 

slowing investor demand, and reduced demand from foreign 

buyers given restrictions on purchases of established dwellings. The recent declines to Australian house prices need 

to be put into context given previous strong gains. Australian house prices rose more than 40% from early 2012 to late 

2017. Sydney prices rose nearly 75% over that period, with Melbourne prices up 60%.  

To ascertain how close the linkage is between Australian and 

New Zealand House prices, we conduct some statistical tests.  

The table summarises the results of tests for Granger causality1 

that are used to see if annual movements in house prices for 

Australia tend to lead those in New Zealand, and vice versa. 

The test results suggest that while there is a positive two-way 

relationship between Australian and NZ house prices, the 

direction of causality is stronger running from Australian to 

New Zealand house prices rather than the other way around.  

Similar tests for regional house prices show similar joint 

causality, although the direction is stronger running from 

Australian centres to New Zealand ones.  Sydney house price movements also tend to have a stronger lead for 

Auckland house price movements than they do for prices in Melbourne or Wellington.  

 

 

                                                                 

1 We conduct Granger Causality tests from the 1992 to 2018 period to see if, movements in Australian house prices can provide 

useful information on the direction for NZ house prices in future. All series tested are stationary. 
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GRANGER CAUSALITY TESTS

F-statistics

Variable NZ Akl Wgn Aus Syd Melb

NZ 3.0*** 4.12*** 3.1*** 3.64*** 5.23***

Akl 1.53 2.8** 2.42** 2.38** 3.13**

Wgn 1.23 2.23** 3.52*** 4.47*** 3.1**

Aus 7.5*** 6.02*** 3.29*** 5.15*** 3.22***

Syd 8.9*** 7.8*** 3.03*** 2.05* 2.23**

Melb 3.7** 3.6** 5.56*** 1.61 1.93

* 10% level of significance, ** 5% level, *** 1% level

Impact of variable on prices

http://www.rba.gov.au/publications/smp/2018/nov/domestic-economic-conditions.html
/www.statisticshowto.datasciencecentral.com/granger-causality/
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However, there are also some differences between the NZ and 

Australian markets.  The median dwelling price in Australia 

(AUD800,000) is considerably above that of NZ (NZD560,000), 

likely reflecting higher incomes across the ditch.  Like NZ, there has 

also been a concerted stepping up of dwelling supply in Australia 

over the last few years. Australia, however, has tended to build 

more dwellings in relation to population than has New Zealand.  

This could be one factor resulting in NZ house price increases 

outstripping those in Australia.  NZ House Prices have increased 

nearly five-fold since the early 1990s (versus close to three-fold for 

Australia) and by 80% over the last decade (45% for Australia).  Our 

regional analysis also shows that while Auckland consent issuance 

has ramped up considerably over the last few years, it pales in 

comparison to the sizeable increases in Sydney. Not surprisingly, 

Auckland house price increases have outstripped those in Sydney. 

To shed more light on the relationships between the NZ and 

Australian housing markets and to investigate the impact of other 

potential determinants, we build a vector autoregressive (VAR) 

model for NZ house prices.  Variables include NZ and Australian 

house prices, net permanent and long-term (PLT) immigration to NZ 

per-capita, NZ residential dwelling consents per-capita and NZ 

mortgage interest rates.  Our analysis suggests that movements in 

NZ mortgage interest rates and PLT immigration have a significant 

impact on NZ house prices. It also suggests that Australian house 

prices are more responsive to Australian dwelling supply than are 

NZ prices to NZ dwelling supply. 

The accompanying chart shows the Impulse responses of the NZ 

housing market model.    NZ house price movements tend to have 

considerable persistence and it can take up to three years for an 

upswing to run out of puff.  NZ house prices also tend to respond to Australian house price movements, with a peak 

impact after about 6 months. Not surprisingly, a positive shock to net immigration tends to lift NZ house prices, with 

the peak effect in prices about 12 months after the increase in net immigration. As we would expect, NZ house 

prices are negatively impacted by increases in NZ mortgage interest rates, taking about 12 months for an increase in 

NZ mortgage interest rates to have the most significant impact on house price growth. The model also suggests a 

comparatively modest impact of increasing dwelling supply on house prices, although a more dampening impact is 

evident if net migration is removed from the model.  The model also suggests that falls in Australian house prices 

tend to dampen NZ interest rates and consent issuance, which is likely to at least partly offset the impact of lower 

Australian house prices on NZ house prices. Further insights will be provided in a forthcoming note.  
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Foreign Exchange Market  

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

NZD/USD 0.6785 0.6851 0.6478 0.6876 FLAT 0.6650 0.6920 FLAT/UP 

NZD/AUD 0.9379 0.9370 0.9212 0.9025 FLAT 0.9250 0.9480 DOWN 

NZD/JPY 76.61 77.22 72.65 76.63 FLAT 75.50 77.70 DOWN 

NZD/EUR 0.5982 0.6005 0.5699 0.5803 FLAT 0.5890 0.6070 DOWN 

NZD/GBP 0.5289 0.5337 0.5055 0.5171 FLAT 0.5210 0.5370 DOWN 

TWI 74.3 74.7 71.4 72.49 FLAT 72.5 76.0 DOWN 

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

NZD Recap 
The NZD eased against all the major crosses over the past week (and remained steady against the AUD), with the 

USD firmer on equity market sell offs.   The fiscal standoff between Italy and the European Commission (EC) continues 

to weigh on EUR.  As expected, the EC rejected Italy’s 2019 draft budget proposal last week.  The EC Vice President 

said “you cannot cure high levels of debt with more debt, it is a vulnerability that needs to be addressed". Meanwhile, 

the European Central Bank (ECB) meeting minutes confirmed the ECB was in no rush to begin normalising interest 

rates.  The ECB members noted that recent data had been somewhat weaker than expected and that global growth 

was moderating and becoming less synchronised.   The GBP lifted toward the end of the week after the UK PM and 

EC President agreed on the final details of the Withdrawal Agreement and generated a draft Political Declaration.  

The weekend’s EU summit on Brexit resulted in a unanimous decision by all 27 EU members to endorse the Brexit 

Withdrawal Agreement.  The next step is for the Withdrawal Agreement to be voted on in the U.K. Parliament’s House 

of Commons (11 Dec).   

Near-term outlook 
The uncertainty surrounding whether enough MPs in the UK House of Commons will vote in favour of the EU 

Withdrawal Agreement in early December, will keep GBP under significant downward pressure.  We expect the 

USD will remain firm, with major currencies range bound until we get another catalyst to drive USD direction.  The 

FOMC minutes are also released on Friday.  Market participants will be interested if there was a discussion of the 

FOMC considering a pause in its rate hikes.  Domestic events which could impact the NZD include the RBNZ Financial 

Stability Report (where a decision to relax the high LVR lending speed limits will likely be a close call), November 

business confidence and October trade balance.  

Medium-term outlook 
We have a stronger 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 upwardly drifting NZ interest rates. The NZD is expected to remain in a 90-91 Australian cent zone 

through to the end of next year (although has recently moved above this band).  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. Low inflation is expected to keep the BOJ on hold, with the NZD/JPY modestly 

strengthening over the forecast period.  

 

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

(end of quarter) << actual  forecast >>

NZD/USD 0.67 0.66 0.65 0.66 0.68 0.70 0.66

NZD/AUD 0.92 0.92 0.90 0.90 0.91 0.90 0.90

NZD/JPY 74 75 73 74 73 75 74

NZD/EUR 0.58 0.57 0.58 0.58 0.55 0.55 0.54

NZD/GBP 0.52 0.51 0.52 0.53 0.53 0.54 0.51

NZD TWI 72.5 72.1 71.4 71.9 72.3 72.8 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 2.00 2.00 1.89 1.91 FLAT UP 

2-year swap 2.13 2.17 2.01 2.16 FLAT UP 

5-year swap 2.50 2.54 2.32 2.61 FLAT UP 

10-year swap 2.98 3.00 2.80 3.11 FLAT UP 

10-year govt bond yield 2.67 2.69 2.54 2.77 FLAT UP 

Curve Slope  (2s10s swaps) 0.85 0.83 0.80 0.95 FLAT FLAT 

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

Market Recap 
NZ interest rates continued to rally (yields lower), with markets continuing to take back some of the early 

November climb in yields.  NZD swap yields start the week 2-5bps lower across the curve and NZ Government bond 

yields traded in the lower part of recent trading ranges.  Australian yields were also a touch lower across the curve, 

weighed by continued volatility in equity markets (the MSCI global index fell close to 3% over the week) and sharp falls 

in oil prices (down around 10% over the week and at 1-year lows).  Although US 10-year Treasury yields declined to a 

2-month low (3.03%), recent moved have been mild, with spreads between NZ and US yields climbing.  European 

yields were also lower. Progress in the UK securing an orderly exit from the European Union continued with the 

European Union formally endorsing a Treaty setting terms for UK exit next March followed by two to three years of a 

status-quo transition period.  Hopes of a compromise between the Italian government and the European Commission 

helped push Italian yields lower, with ECB officials concerned that uncertainty over Italian fiscal policy could cause 

significant damage. 

 

Near-term NZD interest rate outlook 
Market direction looks set to continue to be dictated by a combination of local events and global headlines.  

Whether the RBNZ’s Loan-to-Value Ratio restrictions (LVRs) get relaxed at the (Financial Stability Report) FSR release 

will be the prime point of local interest.  NZD data, headlined by the ANZ Business Outlook (Thur) could also trigger 

some local market volatility. A resolution of differences on trade between the US and China at this week’s G20 

Summit could push yields higher and steepen global curves. PMI’s for China, Q3 Australian capital expenditures, US 

PCE data, Fed Minutes, Eurozone CPI, and speeches by Fed voters Clarida, Bostic, and Powell are also due. Fed 

acknowledgement of a weaker global outlook could push US yields lower, but the market has largely priced this in, 

with roughly two more Fed rate hikes now expected by late 2019 (versus four in the Fed September ‘dot plots’) .   

 

Medium-term outlook 
Given our low outlook for core inflation we now expect the OCR to remain on hold until August 2020 (previously 

February 2018). It reflects our judgment that the growth and medium-term inflation outlook will not be strong 

enough to clear the high hurdle necessary to trigger an OCR hike until later in 2020. However, we also view the 

hurdle to OCR cuts as having risen given the solidity of recent data, high labour utilisation and various economic 

supports that should keep the economy moving. We expect a historically-low OCR endpoint of just 2.75% this cycle 

(from late 2021). NZD long-term yields are expected to gradually firm and move above US counterparts, but the 

eventual easing of US Treasury yields, mild RBNZ tightening, contained NZ inflation, and the strong allure for NZ assets 

should cap longer-term NZ yields at historically low levels. 

 

 

  

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

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 2.25 2.75

NZ 90-day bank bill 2.0 1.9 2.0 2.1 2.1 2.5 3.0

NZ 2-year swap rate 2.1 2.0 2.2 2.3 2.7 3.0 3.2

NZ 10-year Bond 2.9 2.7 2.8 2.9 3.3 3.4 3.4
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Major Domestic Events for the week ahead 
Data Date Time (NZT) Previous Market  ASB  

Trade Balance $mn 27/11 10.45 am -1,560 -850 -700 

Financial Stability Report 28/11 9.00 am - - - 

ANZ Business Outlook Survey, Nov, headline net %  29/11 1:00 pm -37.1 - - 

Building Consents, Oct, % 30/11 10.45 am -1.5 - - 

RBNZ Credit Aggregates, Household, Oct, %mom 30/11 3:00 pm +0.4 - - 

 

We expect a trade deficit of $700m for October.  Agricultural production has had a strong start to the season, which 

we expect to be increasingly reflected in the export figures.  Meanwhile, import values remain high, particularly as oil 

prices were high over October.  However, lower oil prices will flow through to trade data from November.  Looking 

longer term, we expect the annual trade balance to strengthen over the next year as agricultural export volumes and 

values continue to rise and oil prices moderate.  

The prime point of interest with the release of the RBNZ’s Financial Stability Report will be whether the RBNZ’s 

Loan-to-Value Ratio restrictions (LVRs) get relaxed or not.  Key metrics the RBNZ focuses on all point to easing 

financial stability risks.  But, taking a forward-looking viewpoint, there is some uncertainty about whether housing 

activity and debt levels will continue on their recent benign trends – implying little urgency to ease the lending 

restrictions now. 

We think a shift in LVRs at this meeting is a lineball call, and that the RBNZ will judge it can afford to wait a little 

longer.  But we can readily argue for both relaxing the restrictions and for leaving them as they are for a little while 

longer.  In the event there is an easing, targeting owner-occupier restrictions would be in keeping with the 

Government’s broader housing policy objective of a tilt to owner-occupiers and away from property investors. 

Headline business confidence and firms’ own activity expectations were both soft in October, with confidence 

having been persistently weak since the 2017 General Election. Irrespective of the underlying causes for weak 

sentiment, there is the risk that it becomes self-fulfilling by impacting on business decisions. The longer business 

confidence remains low, the greater the risk to the economic outlook, and more likely the OCR will be cut.  

September residential dwelling consents dipped a touch (down 1.5%) following the previous month’s 7.7% lift.  Most 

of the month-to-month volatility in building consents is associated with changes in apartment consents.  The housing 

shortage has moved beyond just Auckland and has also become evident in Wellington.  Growth in housing 

construction has also struggled to keep up population growth in other regions, including Gisborne and the Hawkes 

Bay.   Nonetheless, population growth on a nationwide basis is now slowing and, as a result, we believe the level of 

nationwide housing construction is close to a peak.   

Credit growth slowed across the board in September. We expect housing credit growth to continue to trend lower 

over coming months. However, a strong month of house sales activity in October may provide a short-term boost to 

lending. Agricultural credit growth is expected to remain subdued given the recent milk price downgrades, while there 

is a risk business confidence slows further if soft business confidence is translated into activity. 
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Major International Events for the week ahead* 

Data Date Time  

(NZT) 

Market ASB  

Australia Construction Work Done, Q3, %qoq 28/11 1:30 pm 0.9 -0.5 

Australia Private Capex, Q2, %qoq  29/11 1:30 pm 1.0 1.0 

UK BoE Withdrawal Agreement 29/11 - - - 

US PCE Deflator, October, %yoy 30/11 2:30 am 2.1 2.1 

RBA Private Sector Credit, October, %mom 30/11 1:30 pm 0.4 0.4 

Eurozone CPI, November, %mom 30/11 11:00 pm 1.1 1.2 

US Federal Reserve Meeting Minutes 30/11 8:00 am - - 
*Originally published by CBA Global Markets Research on Friday 23rd November 2018 at 13.20pm. 

We are expecting a fall of 0.5% in Australia’s construction work done over Q3 after a gain of 1.6% in Q2.  Residential 

construction is moving lower and non-residential approvals have been weaker as well, and should feed in to lower 

construction work done.  Engineering construction is supported by the strong pipeline of public sector infrastructure 

work to be done.  Offsetting this though is the unwinding of the last two the major LNG projects. 

There are two key figures to watch in the Australian capex survey.  We expect Q3 2018 spending to rise 1.0% after a 

2.5% fall in Q2.  Australia has experienced a solid lift in non-mining investment over the past two years and this 

appears to be flattening out.  We expect the fourth estimate of 2018/19 spending intentions to be $107bn.  Anything 

larger than this would be an upgrade and a decent result.  Anything less than $107bn would imply a downgrade. 

We are expecting a 0.4% lift in Australian credit growth for October, which will take the annual rate to 4.6%.  The 

stock of credit has slowed, driven by both reduced demand for credit and lower supply due to tighter lending 

conditions.  This trend is expected to continue as dwelling prices deflate.  On the positive side, business credit is 

growing nicely, helped by an economy growing above trend and solid demand for labour. 

A small increase in US fuel prices suggests a lift in Personal Consumption Expenditure (PCE) inflation to 2.1% yoy.  

The already-released core CPI suggests core PCE inflation stabilised at 1.9-2.0% yoy. 

In the UK, the Bank of England will publish a detailed economic assessment of the draft Withdrawal Agreement 

between the UK and European Commission on Thursday.  

In the Eurozone, faster private sector credit growth and improving wage growth suggest core CPI inflation quickened 

in November at an annual pace of 1.2% from 1.1% the previous month (Fri). 

The US Federal Reserve minutes will also be released later this week.  Market participants will be interested to see if 

there was a discussion of the central bank considering a pause in its rate hikes. 
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Global Data Calendars 
 

Calendar - Australasia, Japan and China 
 

 Time      Forecast 

Date (NZT) Eco Event Period Unit Previous Mkt ASB 

Mon 26 Nov 11:15 AU RBA's Lowe gives speech in Sydney 

 13:30 JN Nikkei Japan PMI manuf. Nov P Index 52.9 ~ ~ 

 16:00 AU RBA's Kent gives speech in Sydney 

Tue 27 Nov 10:45 NZ Trade balance  Oct NZD 
mn 

-1,560 -850 -700 

 11:30 AU ANZ Roy Morgan Cons. Conf. Nov Index 117.8 ~ ~ 

 14:30 CH Industrial profits  Oct y%ch 4.1 ~ ~ 

Wed 28 Nov 13:30 AU Construction work done Q3 % 1.6 0.9 -0.5 

Thu 29 Nov 12:50 JN Retail trade  Oct y%ch 2.2 2.8 ~ 

 13:00 NZ ANZ activity outlook Nov ~ 7.4 ~ ~ 

 14:30 JN BOJ Masai speaks in Fukuoka 

Fri 30 Nov 10:00 

 

NZ 

 

ANZ cons. conf. index 

 

Nov 

 

Index 

m%ch 

115.4 

-1.9 

~ 

~ 

~ 

~  10:45 NZ Building permits  Oct m%ch -1.5 ~ ~ 

 12:50 

 

JN 

 

Industrial production  

 

Oct P 

 

m%ch 

y%ch 

-0.4 

-2.5 

1.2 

2.5 

~ 

~  14:00 CH Composite PMI Nov Index 53.1 ~ ~ 

 17:00 JN Vehicle production  Sep y%ch -0.3 ~ ~ 

*P = Preliminary 

 
Calendar - North America & Europe 

 
 Time      Forecast 

Date (UKT) Eco Event Period Unit Previous Mkt ASB 

Mon 26 Nov 09:00 EC ECB's Praet speaks in Frankfurt 

 12:00 AS ECB's Nowotny, Coeure at Central Bank Conference in Vienna 

 14:00 EC ECB's Draghi speak in European Parliament in Brussels 

 15:30 US Dallas Fed manufacturing 
activity 

Nov ~ 29.4 25.0 ~ 

 18:30 UK BOE Governor Carney, former Fed Chairman Greenspan speak 

Tue 27 Nov 13:30 US Fed Vice Chairman Clarida speaks in New York 

 14:00 

 

 

US 

 

 

S&P CoreLogic CS 20-City  

 

 

Sep 

 

 

m%ch 0.1 0.3 ~ 

 15:00 US Conf. Board consumer 
onfidence 

Nov Index 137.9 136.0 ~ 

 15:00 EC ECB's Nouy, Costa speak in Lisbon 

 19:30 US Fed's Bostic, Evan and George speak on Panel 

Wed 28 Nov 12:00 US MBA mortgage applications Nov % -0.1 ~ ~ 

 12:03 

 

UK 

 

Nationwide house PX  

 

Nov 

 

m%ch 

y%ch 

0.0 

1.6 

~ 

~ 

~ 

~  13:30 US GDP annualized  Q3 S q%ch 3.5 3.6 ~ 

 15:00 US Richmond Fed Manufacturing 
Index 

Nov Index 15.0 16.0 ~ 

 17:00 US Fed's Powell speaks to Economic Club of New York 

Thu 29 Nov 10:00 EC Economic confidence Nov Index 109.8 ~ ~ 

 13:30 US PCE Deflator  Oct 

 

m%ch 

y%ch 

0.1 

2.0 

0.2 

2.1 

~ 

2.1  19:00 US FOMC Meeting Minutes Nov ~ ~ ~ ~ 

Fri 30 Nov 10:00 EC Unemployment rate Oct % 8.1 ~ ~ 

 14:00 US Fed’s Williams speaks on Global Economy at G30 in New York 
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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 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22
<< actual  forecast >>

GDP real - Q% 1.0 0.6 0.5

GDP real - A% 2.8 2.7 2.6 2.8 3.1 3.1 2.9

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

CPI - Q% 0.4 0.9 0.2

CPI - A% 1.5 1.9 2.0 1.9 1.8 1.8 2.1

HLFS employment growth - Q% 0.6 1.1 0.1

HLFS employment growth - A% 3.7 2.8 2.4 2.2 1.8 1.9 1.5

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

Annual current account balance as % of GDP -3.3 -3.4 -3.4 -2.9 -2.4 -2.4 -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 Jun-18 Sep-18 Dec-18 Mar-19 Mar-20 Mar-21 Mar-22

(end of quarter) << actual  forecast >>

NZ OCR 1.75 1.75 1.75 1.75 1.75 2.25 2.75

NZ 90-day bank bill 2.0 1.9 2.0 2.1 2.1 2.5 3.0

NZ 2-year swap rate 2.1 2.0 2.2 2.3 2.7 3.0 3.2

NZ 10-year Bond 2.9 2.7 2.8 2.9 3.3 3.4 3.4

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

(end of quarter) << actual  forecast >>

NZD/USD 0.67 0.66 0.65 0.66 0.68 0.70 0.66

NZD/AUD 0.92 0.92 0.90 0.90 0.91 0.90 0.90

NZD/JPY 74 75 73 74 73 75 74

NZD/EUR 0.58 0.57 0.58 0.58 0.55 0.55 0.54

NZD/GBP 0.52 0.51 0.52 0.53 0.53 0.54 0.51

NZD TWI 72.5 72.1 71.4 71.9 72.3 72.8 70.2
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