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Which lever to pull when FX doesn’t go your way? 
 The ASB Kiwi Dollar Barometer tracks exporters’, importers’ and importer/exporters’ exposures to foreign exchange risk, 
through surveying businesses with annual turnover of at least NZ$1 million. The Barometer also surveys businesses’ 
expectations for the NZD/USD and businesses’ hedging plans for managing foreign exchange risk, as well as special questions 
on topical issues in the FX markets. 

• The NZD/USD is expected by businesses trading internationally to be just below $0.70 in twelve months. 

• All firms with sales turnover greater than $150m expect to see greater FX exposure in the next 12 months. 

• Exporters and importers have very different ideas for dealing with an adverse FX move. 

Key “take-outs” from the ASB Kiwi Dollar Barometer:  
The special questions this quarter focused on budgeted exchange rates vs. the current spot rate and how businesses would 
deal with the impact of adverse FX movements. There is a clear separation between importers and exporters.  Around 42% 
of importers currently see FX rates at least 10% favourable vs. budget, whereas for almost 60% of exporters the current 
exchange rate is at least 10% unfavourable to their budget rate. To respond to an unfavourable FX movement, importers 
are most likely to change prices and around 75% would respond in less than 3 months.  Exporters are more likely to 
attempt to lift sales/volumes. Their actions are likely to be longer coming:  45% of exporters would take more than 3 
months to execute their response. 

  
FX favourability to budget 
The NZD has been elevated for some time, benefitting importers, but 
exporters may be feeling the pinch.  To ascertain how far the NZD has 
moved, compared to the rates used in their budgeting process, and the 
impact of this, we asked respondents to compare current NZD levels to 
the budgeted rate.  Of course, the exchange rate moves all the time, 
sometimes in a firm’s favour and sometimes against.  We asked if the 
exchange rate was more than 10% favourable to the budgeted rate, more 
than 10% unfavourable, within 10% of budget, or if no budget rate was 
set. 

Tellingly, none of the exporters surveyed said the NZD was more than 10% 
favourable to budget (Chart 1).  In fact, 60% said the NZD was more than 
10% unfavourable to budget. Just 9% said the exchange rate is within 10% 
of budget and just under a third don’t have a budget rate.  

In contrast, 42% of importers reported that the NZD was more than 10% 
favourable compared to budget. Just 1% have experienced a 10% adverse 
move.   

Given that in our regular Question 1, exporters nearly always predict a 
weaker NZD than importers and exporters/importers, it is no surprise that 
few exporters are in a favourable position against budget, given the firm 
level of the NZD over the last few months.  Quite possibly, exporters have 
pent up demand for hedging, should the NZD dip in the near future.  

When splitting by firm size (Chart 2), experiences are fairly similar in terms 
of the favourability of NZD movements.  However, over half of firms with a 
turnover of $1-30m do not have a budget rate, vs. 24% of $150m+ firms.   
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Dealing with a 10% adverse movement 
No one business is big enough to control the FX market, leaving all firms 
with FX exposure somewhat at the mercy of market moves, although 
hedging can soften or delay the impact on financial performance.  We 
asked what actions firms would take if the exchange rate moved against 
them, to understand how businesses would mitigate the eventual 
impact.    

There is a sharp difference in the actions businesses would take in 
response to a 10% adverse movement in the exchange rate compared to 
the budget rate.  Looking at all respondents, the most likely action is an 
attempt to change prices, chosen by 36% of respondents (Chart 3). 

Changing price is very heavily favoured by importers, with around half 
selecting that as a strategy.  This could be due to a greater ability to pass 
FX-related price increases down the chain. Furthermore, importers’ 
hedging duration tends to be shorter, suggesting importers are likely to 
reach out for an option that can be pulled quickly. Only around 15% of 
importers would look to increase sales and volumes.  Given NZ’s limited 
market size, plus lead/transportation times associated with imports, it is 
understandable that importers are keener on lifting prices than trying to 
boost sales.  Just under 20% of firms would absorb a reduction in profits.  

Nearly half of exporters would to attempt to lift sales/volumes their most 
favoured option. It could be exporters have a stronger ability to find and 
develop new markets, giving them greater scope to lift sales than 
importers, given the world, and not just NZ’s relatively small market, is 
potentially their oyster. Around a third of exporters would choose to see 
profits decline, although that may not serve well as a long-term strategy.  
While importers strongly favour price changes, just 6% of exporters 
would attempt to do the same. Exporters may face greater global 
competitive pressures, particularly in price-taking sectors such as fresh 
produce and dairy, than the localised pressures faced by importers.  In 
addition, exporters tend to have a longer duration of hedging than 
importers.  That hedging buys exporters a greater amount of time to 
attempt to adjust sales/volumes, and could also serve them better over 
the long run if the exchange rate swings back their way.  

Decreasing staff hours/headcount (full-time equivalent basis) is the least 
popular choice for all firms, at under 10% for each trade category. Large 
firms are more likely to pick this solution, at around 13% vs. 5% of the 
smaller firms (Chart 4).  This could be due to the greater ability of large 
firms to reduce staff costs yet keep functioning.  Similarly, large firms are 
much more likely to change prices, with around half selecting that as a 
way to protect profitability.  Again, the size of the firms in this segment 
could mean they have a greater ability to take such action.   

Potential changes to investment spending were chosen by around 15% of 
firms, and had a tight range of 10-17% across the different 
classes/segments. 

How quickly will firms react 
How long it takes to implement the chosen strategy varied considerably, 
but just over a third of respondents expect to take action in a 1-3 month 
time horizon. Only 3% expect to take more than a year (Chart 5).   

Only 7% of exporters expect to implement their chosen strategy in less 
than one month.  Recall, exporters are most likely to choose to lift 
sales/volumes in response to unfavourable FX moves. While starting that 
process may be fairly swift, fully executing to get results will take time, 
with just over 2/3 of respondents looking to a 1-6 month time frame.   
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75% of importers expect to implement their chosen strategy in 0-3 
months.  With changing prices the most popular option for this group, 
the short lead time fits in with that finding. A swift move to lift prices 
may also be a consequence of shorter-duration hedging for importers, 
when compared to exporters.  Unsurprisingly, those surveyed who both 
import and export were roughly evenly spread in the 1-6 month area. 

When looking at different firm size, as a rough rule of thumb, the greater 
the turnover, the longer it takes to implement the chosen strategy.  
Smaller firms will generally be more reactive and are likely to feel the 
impact sooner.  Larger business, though, may take action in a more 
deliberate and measured fashion. 

NZD forecast to firm a touch and then step back 
When this survey was carried out (in the three weeks up to November 4), 
the prospect of Donald Trump becoming US President still seemed 
remote and his policies were not priced into the USD.  Since this survey 
was completed, Donald Trump has become US President-elect. After 
some short-term wobbles, the NZD/USD is sitting around 0.71-0.72, still 
similar to the level when the survey was undertaken.  

Looking at the results, importers are again more upbeat than exporters 
on the NZD’s prospects (Chart 6).  To this end, importers are looking for a 
slight appreciation in the NZD/USD through to the end of Q2 2017.  
Exporters forecast a similar trend, although once again exporters see 
greater downside for the NZD.  When looking at forecasts split by firm 
size, once again the $1-30m firms are the most upbeat on the NZD’s 
outlook, while the $30-150m is the least optimistic.  Again, a small 
firming for the NZD is forecast through to Q2 2017, before dipping to 
around 1-2 cents lower than expectations for the end of Q1.  
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FX hedging plans over the next 3 months 
Hedging intentions for the next 3 months continued the slow move higher, marking a high since Q1 2014 (Table 1). Again, 
fewer exporters are expecting to hedge, hitting the lowest level in this survey and perhaps a reflection of current NZD 
firmness.  There is a corresponding increase in importer hedging intentions while the NZD is elevated and hitting another 2-
year high (Chart 7).  When viewing by firm size, again the general trend of the bigger the firm, the more likely to hedge, is 
reaffirmed.   

FX turnover for the next year 
More firms are expecting an increase in their FX turnover in the next 12 months, compared to the prior survey.  More 
importers and importer/exporters expect to see higher FX turnover over the next 12 months, but the opposite applies to 
exporters. When cutting by firm size, all of the $150m+ group are looking for FX turnover to increase, but the $30-150m 
group has dipped.  The average size of the increase in FX exposure dipped a little, but remains around the two-year average.   

Table 1 

Importers Exporters Import & 
export

$1-30m $30-
150m

$150+m Total

Aug-16 88.2 59.5 95.2 60.4 95.0 97.6 82.5
Nov-16 90.7 54.9 93.1 65.6 94.7 98.4 82.9

Aug-16 88.1 95.3 96.6 77.7 97.1 99.3 92.4
Nov-16 88.8 95.5 96.8 81.2 98.0 99.4 92.6

Aug-16 72.2 75.0 84.0 47.6 92.2 96.7 76.4
Nov-16 76.8 69.6 87.8 57.7 89.6 100.0 78.5

Aug-16 2.6 8.8 7.5 3.1 6.3 7.0 5.8
Nov-16 2.9 7.0 6.8 3.3 5.9 6.0 5.1

Over the next year, do you expect FX 
turnover to increase vs. the last 12 months

Percentage of firms planning to hedge in 
the next 3 months

If planning to hedge, what percentage of 
exposure 

How much is FX turnover expected to 
increase by?
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About the Kiwi Dollar Barometer 
The ASB Kiwi Dollar Barometer is prepared every three months based on a survey conducted by East & Partners. East & 
Partners is a market research and advisory firm. For the latest edition of the ASB Kiwi Dollar Barometer, East & Partners 
interviewed 428 businesses turning over at least NZ$1 million per year. Research fieldwork was conducted over a three week 
period ending 01 August 2016.  Over this period the NZD traded between 0.6955 and 0.7325.   Businesses were asked a range 
of questions about their exposure to and views about the NZD. The Charts provide information on the survey sample. 
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The specific questions asked were: 
1. What approximate NZD/USD exchange rate level do you expect to see in: End December 2016? End March 2017? 

End June 2017? End September 2017? 
2. What percentage of your FX exposures are you planning to hedge in the next 3 months? 
3. Relative to the last 12 months, over the next 12 months by how much do you forecast your FX turnover to change? 
4. Is the current exchange rate…. 

More than 10% favourable to your budget rates / More than 10% unfavourable to your budget rates / Within 
10% of your budget rates / Have no budget rates? 

5. If there is a 10% adverse movement in the exchange rate, to maintain profitability would you try to………..  
Absorb a reduction in probability / Change prices / Decrease staff hours/FTE / Decrease investment spending / Take 
measures to attempt to increase sales/volume? 

6. How long would it take you to execute your chosen strategy above? 
Less than one month / 1-3 months / 3-6 months / 6 months – 1 year / Longer than one year 
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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.   
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