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NZ dollar evolving according to expectations but for how long? 
 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 below $0.65 in twelve months. 

• More exporters are now forecasting their foreign exchange turnover to increase, as are most large firms. 

• Firms have reduced the length of time they hedge for in response to recent NZD trends. 

Key “take-outs” from the ASB Kiwi Dollar Barometer:  
The latest ASB Kiwi Dollar Barometer indicates businesses expect the NZD/USD to be 0.6450 at the end of March 2017. 

The NZD depreciation of 2015 is likely to be a key factor that has led to exporters – and large firms generally – expecting 
their foreign exchange turnover to increase.   

However, while the cover undertaken by those firms planning to hedge is expected to increase, the proportion of exporters 
intending to hedge is much the same as in recent quarters.  

Meanwhile a high proportion of importers plan to hedge but many retain a budgeted rate above or near $0.700. 

  
Lower NZD expected 
The NZD depreciated sharply against the USD during 2015, flirting with 
rates below 65 cents in the second half of the year. More recently the 
trend has largely been sideways. A survey conducted over a three-week 
period ending 15 February 2016 reveals businesses, on average, are 
expecting a modestly lower NZD/USD in March 2017.  The latest ASB Kiwi 
Dollar Barometer shows that businesses expect the NZD/USD to be 
$0.645 in twelve months.   

The respondents, a mix of importers and exporters, have lowered their 
year-ahead expectation only slightly since the previous quarter’s survey, 
possibly reflecting the relatively flat exchange rate trend in recent months.  

Three months ago, respondents were forecasting a NZD/USD of around 
$0.670 by the end of March. Currently the rate is near that expectation. 

Having noted the exchange rate largely evolving according to their 
expectations, it would appear that respondents have simply extrapolated 
their trend expectation out to March 17 (see Chart 2).   

Importers continue to have a lower NZD/USD expectation ($0.641) than 
exporters ($0.650). The expectation of SME (annual enterprise turnover of 
$1-30m, exporters and importers combined) at $0.651 is above that of 
larger businesses. 

Meanwhile, ASB Economics has just revised up its NZD forecasts.  Rather 
than the mild depreciation expected by survey respondents, we actually 
expect the NZD/USD to creep up slightly – despite our view that the RBNZ 
will keep dropping the OCR.  Since the Barometer survey was taken, it has 
become increasingly clear that US interest rates will rise only very 
gradually over the next couple of years.  The strengthening of the USD 
itself since mid-2014 (one driver of the weaker NZD/USD) appears to have 
run its course. 
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Budgeted rates 
While the average expectation is for a lower NZ dollar, there is only a 
relatively small proportion of all firms (27.8%) who were prepared to set 
a budgeted NZD/USD below $0.650 (Chart 3).  
 
The dichotomy between expectations and budgeted rate was most 
noticeable amongst importers: their average $0.641 expectation was 
significantly less than the budgeted rate that centred near $0.700. 
 
At the extreme, there are 36.7% of importers who are currently 
budgeting at $0.700 or higher. Either they are holding onto successful 
hedges from early 2015 or, more likely given the lapse of time since the 
NZD was high, these importers are witnessing their profit margins 
deteriorate before their product even arrives in the country. 

Foreign exchange exposure 
One noticeable effect picked up in the February survey is a higher 
turnover expectation of exporters. 73.2% of exporters are forecasting 
higher foreign exchange turnover and no exporters surveyed are 
expecting less in the next twelve months. Possibly the result of the 2015 
NZD depreciation, this higher turnover expectation will provide a 
welcome countering force to the downturn amongst the dairy sector. Of 
the exporters expecting higher turnover, the average increase in turnover 
expected is 9.3% (Chart 4). 

Respondents who are both importers and exporters had an even higher 
proportion (81.8%) forecasting higher turnover. The average increase 
amongst those forecasting more is 6.9%. 

Conversely fewer importers – relative to exporters now and relative to 
importers previously – are forecasting higher foreign exchange turnover, 
the proportion dropping to 64.9%. 

Large firms are generally expecting higher foreign exchange turnover. 
95.8% of large firms (>$150m p.a. turnover) forecast higher foreign 
exchange turnover. This proportion has remained high since early 2013 
(Chart 5). Of the large firms forecasting higher turnover, their average 
expected increase is now 7.7%, the highest level in recent years. 

In contrast, the proportion of SME (40.1%) forecasting higher foreign 
exchange turnover is trending lower (Chart 5). 

Hedging 
In spite of the higher exposure expectation amongst exporters, the 
proportion of exporters planning to hedge declined slightly to 62.5% 
(Chart 6). However, of those exporters planning to hedge, the percentage 
of foreign exchange exposure to be hedged is again creeping up to now 
be 95.2%.  

Across all firm types, the majority (81.8%) of respondents were planning 
to hedge their foreign exchange exposures over the following three 
months (Chart 6). Given this is a slight increase on the proportion 
planning to hedge three months earlier, it would suggest the narrower 
range for the NZD/USD in recent months is not leading a increase in 
complacency amongst businesses with foreign exchange exposure. 

More importers (85.3%) than exporters were planning to hedge. 

The larger businesses were much more likely to hedge (95.8%) than the 
SME (40.1%). And of those planning to hedge, large firms are aiming to 
cover more of their exposure (98.9%) than the SME (80.3%). 

How far ahead these hedges are being undertaken is picked up next. 
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Duration of hedging  
Hedging activity by business surveyed is heavily concentrated in the following few months. Across all the businesses surveyed, 
54.2% of hedging was for a duration of less than 6 months and only 8.0% of hedging was beyond 12 months. Exporters’ 
hedging tended to be more short term, with 65.2% of hedges being less than 6 months. Hedging beyond 12 months tended to 
increase with firm size, rising to 16.0% of hedges for large enterprises.  
The full results are tabled below. 

What proportion of your hedging is for durations of?

% of Enterprises % of Enterprises

Importer
Only

Exporter
Only

Both 
Importer 

& Exporter
TOTAL $1-30m $30-150m $150m +

(N: 191) (N: 112) (N: 121) (N: 424) (N: 162) (N: 143) (N: 119)

Up to 6 months 47 65 56 54 61 59 40

Between 6 and 12 months 46 29 34 38 37 33 45

Longer than 12 months 8 6 10 8 3 8 16

TOTAL 100 100 100 100 100 100 100  
The duration of hedging had been affected by ‘recent’ changes in the NZD (i.e. up to late January). It is a moot point whether 
respondents interpreted ‘recent’ as being the NZD depreciation of early-to-mid 2015 or the subsequent period of largely 
sideways NZD/USD trading but the net effect was a widespread shortening of hedging duration, amongst exporters and 
importers alike. Over 81% of those surveyed responded to this question and 86.8% of these respondents were shortening 
their hedge duration by up to 3 months or more. This tendency to shorten duration was highest amongst large enterprises. 

By how much have recent shifts in the NZD changed the direction of your hedging?

% of Enterprises % of Enterprises

Importer
Only

Exporter
Only

Both 
Importer 

& Exporter
TOTAL $1-30m 

turnover
$30-150m 
turnover

$150m plus 
turnover

(N: 163) (N: 70) (N: 114) (N: 347) (N: 108) (N: 125) (N: 114)

Shortened the duration by more than 3 months 15 10 11 13 15 13 11

Shortened the duration by up to 3 months 72 74 76 74 65 73 84

No change to duration 8 6 7 7 12 7 3

Increased duration by up to 3 months 4 6 4 4 5 6 2

Increased duration by more than 3 months 1 4 2 2 4 2 1

TOTAL 100 100 100 100 100 100 100  
Combined, the duration questions point to a focus at present by businesses on the next few months, implying businesses 
remain very exposed to exchange rate movements a year or more ahead. At present, businesses also generally forecast a 
relatively modest change in the NZD/USD in the next 12 months and so they may feel some degree of comfort. However, the 
reality is that exchange rates are potentially volatile and forecasts are notoriously unreliable – two points discussed below.   

What next?  
We know from past experience that exchange rates can 
move in wide ranges. For example the NZD/USD range in the 
last 12 months spans $0.15. 

The chart opposite also shows that the resulting pathways 
have not always been anticipated. In recent months the 
exchange rate has moved broadly in accord with 
respondents’ expectations. However, there are periods when 
rates have been significantly above or significantly below 
expectations (see 2014 for examples of both). 

An alternative approach is to consider the potential ranges to 
be expected in the coming months. One such measure can be 
provided by a Monte Carlo analysis (effectively many 
simulations drawn from past changes which are overlaid on 
the current level). These simulations suggest that 6 months 
from now there is a 90% probability the NZD/USD is within a 
band of 0.60 to 0.77, and 12 months from now a 90% 
probability the NZD is within a band of 0.57 to 0.81. More 
telling, the 50% confidence intervals for those time horizons 
are 0.65-0.72 and 0.63-0.73, respectively – still quite wide. 

5% 25% 50% 75% 95%
Jun-16 0.63 0.66 0.68 0.71 0.74
Sep-16 0.60 0.65 0.68 0.72 0.77
Dec-16 0.58 0.64 0.68 0.73 0.80
Mar-17 0.57 0.63 0.68 0.73 0.81

Date
Percentiles
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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 424 businesses turning over at least NZ$1 million per year. Research fieldwork was conducted over a three week 
period ending 15 February 2016.  Over this period the NZD traded between 0.64 and 0.67.   Businesses were asked a range of 
questions about their exposure to and views about the NZD. The charts provide information on the survey sample. 

 
The specific questions asked were: 

1. What approximate NZD/USD exchange rate level do you expect to see in: End June 2016? End September 2016? End 
December 2016? End March 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. What is your firm’s NZD/USD budgeted rate?  

Greater than 0.80 / 0.75-0.80 / 0.70-0.75 / 0.65-0.70 / Below 0.65? / We do not have a budgeted rate 
5. What proportion of your hedging is for durations of? 

Up to 6 months / Between 6 and 12 months / Longer than 12 months 
6. By how much have recent shifts in the NZD changed the direction of your hedging? 

Shortened the duration by more than 3 months / Shortened the duration by up to 3 months / No change in 
duration / Increased duration by up to 3 months / Increase duration by more than 3 months 
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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.   
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