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Are we there yet? 
It’s now a week until the Government signals whether or not Auckland can move from ‘Level 4 with takeaways’ to 

start enjoying a little more freedom at Delta Level 2, and whether the rest of the country can ease out of Level 2.  The 

novel availability of takeaways and click & collect will help the 09 region soldier on, though has deprived NZ’s genuine 

bootleggers (or more accurately boot-thighers?) of an apparently lucrative opportunity to parcel out baggie’s of fried 

chicken goodness to a desperate population. 

The question on many people’s minds for the next week will be: are we there yet?  But, where exactly is there?  

Increasingly, this Delta outbreak is teaching us that the future will look different to the Level 1 business as usual we 

have become accustomed to.  We have – hopefully – got on top of this latest outbreak.  But not without a 

considerable toll on businesses and people’s wellbeing.  If there was to be another community outbreak, there is no 

guarantee there would be enough gas left in the tank to successfully complete another extended stay-at-home 

lockdown – if that is what it would take to head off mass infection, hospitalisation or deaths.  Which really brings the 

blowtorch on lifting vaccination rates and making testing and tracing truly world class to keep a lid on hospitalisations 

and deaths.  And on getting the health sector better able to cope with outbreaks. 

We are as a nation also having to start confronting the longer-term implications of the pandemic.  Is the current 

elimination strategy going to remain feasible?  The answer will depend on how effective we can make all the non-

disruptive health measures to reduce the cost of that path, as well as how tightly shut we are prepared to keep the 

border to maximise that strategy’s success.  And, as vaccination rates get higher, the collective will of society may 

choose to move on from elimination, as recent surveys suggest.  Society will also have to work its way through 

whether it restricts the freedoms of those who have chosen not to be vaccinated so as to protect the health of 

everyone.   We have published some thoughts on these issues here.   

The ‘where to’ for interest rates still appears to be firmly up, according to the speech released last Tuesday by RBNZ 

Assistant Governor Christian Hawkesby.  The speech laid out the RBNZ’s framework for making decisions, suggesting 

gradual movements in interest rates were the norm unless the Bank’s targets were under threat of not being met.  

That threat is not strong at present, though inflation is still set to rise noticeably.  Financial markets interpreted the 

speech as essentially meaning a low chance of a 50bp OCR increase on October 6 and priced out the risk of a 50bp 

hike that had crept in after the release of Q2’s strong GDP result. 

Apart from the daily case count at 1pm every day, the local weekly events are generally 2nd tier.  The ANZ business 

confidence survey will have the full results for September, after the preliminary results showed business sentiment 

was quite resilient in the face of the lockdown.  The ANZ’s consumer confidence survey is also out and is likely to more 

fully reflect the lockdown impact than the August survey. nick.tuffley@asb.co.nz       

Need help or information?  Find ASB and Government support information here. 

https://www.stuff.co.nz/national/health/coronavirus/300411509/covid19-pair-caught-at-auckland-border-with-100k-and-a-boot-full-of-kfc
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/covid-health-economics-sep21.pdf
mailto:nick.tuffley@asb.co.nz
https://www.asb.co.nz/covid-19
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Foreign Exchange Market  

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

NZD/USD 0.6998 0.7019 0.6943 0.6558 FLAT 0.6950  0.7200  

NZD/AUD 0.9637 0.9703 0.9584 0.9278 FLAT/UP 0.9620  0.9750 

NZD/JPY 77.46 77.09 76.32 69.11  FLAT 76.00  79.00  

NZD/EUR 0.5968 0.5991 0.5902 0.5621 FLAT/UP 0.5900  0.6100  

NZD/GBP 0.5122 0.5122 0.5067 0.5142 FLAT 0.5080 0.5200  

TWI 74.7 74.7 73.8 71.13 FLAT/DOWN 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 
The NZD ended last week little changed to slightly lower against most of its peers. The kiwi was buffeted by a few 

events over the course of the week, only to end up back largely where it started. 

Things kicked off in earnest with Tuesday morning’s speech from RBNZ Assistant Governor Christian Hawkesby. His 

comments were more or less explicit in ruling out a 50bps hike at next week’s meeting, stating “when there is a typical 

amount of uncertainty…central banks globally tend to follow a smoothed path and keep their policy rate unchanged 

or move in 25 basis point increments.” While it was good to have the RBNZ set out its thinking, essentially the news 

doesn’t really alter our core currency view. We’d always thought the odds were against a 50bps hike and swap market 

pricing still treats a 25bps hike as close to a given next week (a view we share). NZ yields look set to retain their 

advantage versus those offshore. Sure enough, NZD was only marginally lower off the back of the speech. 

The world of central banking also dominated the economic calendar offshore last week, with the BoJ, BoE and FOMC 

all meeting. Thursday morning’s FOMC powwow was the most notable. On the one hand, the Fed left the timing 

around tapering asset purchases open and stated “progress” had been made towards reaching the Fed’s goals instead 

of the more hawkish ‘substantial progress’ (this is the world of monetary policy remember, where a single attributive 

adjective makes a world of difference). On the other hand, the all-important ‘dot plots’ showed an earlier pace of rate 

hikes. The upshot saw the USD temporarily jump off the back of the statement. 

Outside of the world of monetary policy, it’s also worth noting the continued strength in agri commodity prices.  Lamb 

prices are at record highs, beef prices aren’t far off, and a strong dairy auction last week saw us revise our milk price 

forecast for the season back up to $8.20 kgms. It’s all supportive of our view that NZ’s terms of trade should remain 

lofty heading into 2022.  

In short, resilient commodity prices and an imminent start to the tightening cycle mean NZD retains some important 

key supports, but the more hawkish tilt from the FOMC is a reminder NZD/USD may struggle to creep back to recent 

highs in the short-term. Instead, it’s the cross rates that should benefit from further NZD strength. For the NZD/AUD, 

next week’s expected OCR hike will reinforce the message that there is likely to be a huge divergence in monetary 

policy between us and our Australian cousins for some time to come – the RBA is still sticking to its 2024 rate hike 

timeframe. 

This week, it’s pretty thin gruel on the events calendar, both domestically and internationally (a couple of sentiment 

surveys are the only things out locally). All eyes are on next week’s moves from the RBNZ. nathaniel.keall@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 0.25 UNCH UP 

90-day bank bill 0.62 0.67 0.46 0.30  UNCH UP 

2-year swap 1.45 1.49 1.29 0.04 UNCH UP 

5-year swap 1.84 1.82 1.64 0.11 UNCH UP 

10-year swap 2.19 2.13 1.96 0.49  UNCH UP 

10-year govt bond yield 1.93 1.90 1.72 0.47  UNCH UP 

Curve Slope (2s10s swaps) 0.74 0.64 0.66 0.45  UNCH DOWN 

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

Market recap 

Last week saw a steepening in the NZ yield curve that was driven by falls in short-term yields and a pick-up in longer-

term yields, with the pivot point for swaps around the 3-year tenor. Short-term NZ yields fell after RBNZ Assistant 

Governor Hawkesby signalled that the current uncertain environment would dictate “considered steps” in policy 

settings, likely to be 25bp OCR moves at most.  This has seen short-term market pricing move to 25bp (or lower) hikes 

each OCR decision, with a 10-15bp scaling back in market pricing over the next 12 months.   

NZ yields for longer-term tenors followed those of global peers upward, with 10-year government bond yields above 

2%. US 2-year Treasury yields (0.27%) hit a 3-month high with 10-year yields (1.45%) their highest in a month on 

improving sentiment and September FOMC ‘dot plots’ signalling a shift forward and higher rate hike expectations. 

FOMC Chair Powell suggested tapering could begin by late 2021 and end by mid-2022. Risks of a potential debt default 

of embattled Chinese developer Evergrande (and wider financial crisis) subsided after a ‘deal’ was struck with 

creditors and the People’s Bank of China stepped up liquidity injections. The Bank of England also held policy settings, 

but the message was hawkish and UK short-term yields jumped.  

Near-term interest rate outlook 

Markets are now broadly pricing in a sequence of 25bp rate hikes through till February 2022 and roughly 125bp of 

hikes by the end of 2022, which is in line with our core view and consistent with recent RBNZ guidance. Local data will 

increasingly show a delta variant hit, but markets will be more attuned to NZ community case numbers. Given the 

strong RBNZ hint it will move at most 25bp each decision and the non-negligible risk of escalating COVID-19 cases in 

NZ, factoring in less than 25bp moves at each meeting appears prudent. We suspect that markets will largely discount 

weak Australian August data with NSW and Victoria lockdowns expected to weaken Australian activity data for 

August. 

Our bias is for longer-term global yields to eventually move higher as markets increasingly focus on improving 

prospects. However, we could see a period of increased volatility and risk aversion. The Evergrande situation could 

quickly unravel. With Congressional Republications and Democrats yet to agree to lift the US government debt ceiling, 

potential default looms. Market sensitivity to CPI data is high, with US Private Consumption Expenditure inflation data 

looked at for signs of moderation (as per earlier-released CPI data). European September CPI is also out.  

Medium-term outlook 

We have pencilled in 25bp hikes in each of the next three OCR decisions (October, November and February), with the 

OCR peaking at 1.50% by late 2022. Uncertainty is high and the OCR could follow a number of different paths. Our CBA 

colleagues expect RBA cash rate hikes from May 2023, with a 1.25% endpoint. The US FOMC is expected to implement 

tapering asset purchases from December 2021 (to end by July 2022) and to start rate hikes from late 2022 (1.50% 

endpoint by late 2023). Longer-term yields are expected to peak at low levels, with the yield curve flatter given larger 

rises in shorter-term yields.  mark.smith4@asb.co.nz 

 

mailto:mark.smith4@asb.co.nz
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Domestic Events 
Data Date Time  

(NZT) 

Market ASB  

ANZ Business Outlook, Own Activity, September 30/09 1:00 pm - - 

ANZ Consumer Confidence, Headline, September 01/10 9:00 am - - 

 
ANZ releases the full September month business outlook survey results on Thursday 30 September at 1pm.  ANZ 

released the preliminary results earlier this month, which proved remarkably resilient and barely budged following the 

NZ Delta Outbreak in mid-August.   Businesses’ expectations of their own trading activity held up, at +18.2, albeit 

down from a peak of 31.6 in June 2021, and compared very favourably to -17.5 during the August 2020 lockdown.  

This suggests businesses have become more forward-

looking in responding to the survey, and after learning 

through previous lockdown experience over the past year 

most businesses are confident in their ability to quickly 

recover once Alert Level restrictions are lowered.  The full 

September month survey results will provide broad 

sector splits, which could highlight uneven sector 

impacts. Interpreting the readings could be particularly 

tricky as the Alert Level 4 restrictions were extended in 

Auckland with some concern Auckland will need to 

remain in the still restrictive Alert Level 3 longer than 2 

weeks to squash Delta.  

Another subpar reading is expected for consumer 

sentiment as the impacts of the lift from Alert Level 1 

from mid-August (only partially captured in the August 

survey) weigh. Similarly, the shift lower in restrictions in 

September will cloud the survey readings. We expect still-tight restrictions in Auckland (which restrict access to retail 

outlets) to continue to weigh on current assessments of it being a good time to purchase a major item (they hit a 2021 

low in August at +13), and the near-term 

economic outlook (-4.6). However, 

households actual and expected financial 

position are likely to have held up well and 

we expect house price expectations to 

remain firmly positive. Providing the Delta 

variant outbreak is contained and Alert Level 

restrictions edge lower, the scene is being 

set for a post-lockdown rebound in 

consumer spending. 
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Major International Events for the week ahead 

Data Date Time  

(NZT) 

ASB  

Australian Retail Trade, August, %mom 28/09 2:30 pm -2 

Australian Building Approvals, August, % mom 30/09 2:30 pm -6.5 

Eurozone CPI, September 1/10 10:00 pm - 

US PCE deflator, August, % mom 1/10 1:30 am 0.3 

US ISM Manufacturing Index, pts 2/10 3:00 am 59.5 

* Forecasts and commentary originally published by CBA Global Markets Research Friday 24 September  

Our internal data indicates that there has been another fall in Australian retail trade in August.  We expect to see falls 

in NSW, Victoria and Queensland with these states in lockdown for some or all of the month.  

We expect to see a fall in Australian building approvals in August.  Approvals for houses are likely to continue to 

decline to more normal levels as HomeBuilder applications are now closed. 

Eurozone headline CPI inflation surged to a multi-year high of 3%/yr in August. The ECB projects inflation to continue 

to rise until the end of this year before easing in the first half of 2022. According to the ECB, the 2021 hump in 

headline inflation reflects temporary factors such as the reversal of the German VAT rate cut, the rebound in the 

energy inflation rate, and an increase in input costs related to supply disruptions.  The ECB expects these temporary 

factors to fade from the beginning of 2022. 

We expect the pace of US PCE deflator price increases moderated in August, in line with the already-released US CPI.  

Some of the recent pandemic-related disruptions are starting to unwind, dampening prices in certain industries.  We 

expect price gains with further moderate in the near term as this trend continues.  However, rising employment costs 

and high inflation expectations suggest a sharp fall in inflation is unlikely.  

We expect the US ISM was reasonably steady in September.  Already-released regional surveys were mixed over the 

month.  Demand likely remained very firm.  At the same time, shortages and supply disruptions are likely to remain 

visible via still elevated prices paid and supplier deliveries sub-components.  
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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 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Mar-23 Mar-24

<< actual  forecast >>

GDP real - Q% 1.4 2.8 -8.5 8.9 0.3 1.3 0.4 0.7

GDP real - A% 2.9 17.4 -5.7 3.8 2.8 1.4 3.4 2.5

GDP real - AA% -1.4 5.1 3.3 4.2 4.2 0.6 4.9 2.3

NZ House Prices (QV Index) - A% 22.0 28.2 27.8 22.1 14.9 8.8 2.6 6.8

CPI - Q% 0.8 1.3 1.5 0.6 0.7 0.6 0.5 0.5

CPI - A% 1.5 3.3 4.2 4.4 4.2 3.4 2.3 2.3

HLFS employment growth - Q% 0.6 1.1 -0.4 0.0 0.6 0.6 0.2 0.3

HLFS employment growth - A% 0.3 1.7 1.9 1.2 1.2 0.7 1.4 1.3

Unemployment rate - %sa 4.6 4.0 4.1 4.5 4.2 3.9 3.9 4.1

    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-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Mar-23 Mar-24

(end of quarter) << actual  forecast >>

NZ OCR 0.25 0.25 0.25 0.75 1.00 1.25 1.50 1.50

NZ 90-day bank bill 0.35 0.35 0.50 1.00 1.25 1.50 1.75 1.75

NZ 2-year swap rate 0.47 0.78 1.35 1.50 1.60 1.70 1.95 2.15

NZ 5-year swap rate 1.12 1.36 1.75 1.85 1.95 2.05 2.20 2.40

NZ 10-year swap rate 1.96 1.88 2.00 2.05 2.10 2.15 2.30 2.50

NZ 10-year Bond 1.78 1.77 1.90 1.95 2.00 2.05 2.20 2.40

ASB foreign exchange forecasts Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Mar-23 Mar-24

(end of quarter) << actual  forecast >>

NZD/USD 0.70 0.70 0.69 0.67 0.68 0.69 0.72 0.72

NZD/AUD 0.92 0.93 0.93 0.92 0.94 0.92 0.92 0.92

NZD/JPY 77 77 78 76 79 81 85 85

NZD/EUR 0.60 0.59 0.59 0.59 0.61 0.61 0.60 0.55

NZD/GBP 0.51 0.51 0.51 0.50 0.50 0.51 0.51 0.51

NZD/CNY 4.6 4.5 4.5 4.4 4.4 4.4 4.5 4.5

NZD TWI 73.9 73.7 73.2 71.3 72.8 73.0 74.4 73.8
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