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Hold the door


We expect the RBNZ will leave the OCR on hold at 1.00% next Wednesday,
but leave the door open to further cuts.



The Bank will most likely want to let the dust settle a little following August’s
surprise 50bp move, but with this pre-emptive Committee nothing is certain.



We continue to forecast three more 25bp cuts (in November, February and
May).
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Key points
We expect the RBNZ will leave the OCR unchanged at 1.00% at its Official Cash
Rate Review next Wednesday at 2pm. The RBNZ will reaffirm its willingness to
cut further should the outlook warrant, but it will also want to assess how earlier
stimulus is transmitting though the broader economy before moving again.
On net, developments since the August MPS are unlikely to have been significant
enough to move the dial for the RBNZ yet. But with this proactive Committee, we
wouldn’t rule anything out.
There’s plenty for the RBNZ to worry about, with downside risks having intensified
in recent months. The Reserve Bank’s August 50bp cut hasn’t caused any
discernible improvement in business or consumer confidence, or inflation
expectations indicators. Since the August MPS:


The global outlook has deteriorated further. The RBNZ’s global growth
outlook is due for a downgrade, with broad-based weakness in NZ’s trading
partners in Q2. And it doesn’t look like things are likely to get any better in
the remainder of the year.



Forward-looking activity indicators suggest that the RBNZ’s forecast
growth acceleration over the next few quarters is not going to eventuate.
o

The ANZ Business Outlook is dismal, with several key indicators (own
activity, investment and employment intentions) falling to post-GFC lows.

o

It’s not clear the RBNZ’s 50bp rate cut shock has put consumers in the
mood to go and spend either.



Inflation expectations in our survey, which have tracked the RBNZ’s
preferred measures well in recent years, have slipped further.



The expected fiscal stimulus may not come through as fast as the RBNZ
needs it to – the KiwiBuild reset and push back in some infrastructure spend
may have the RBNZ questioning the degree of fiscal stimulus in their
forecasts.

That said, there are a few reasons the RBNZ will nonetheless probably feel
comfortable sitting this one out for now, preferring to watch and wait:


The NZD is tracking lower that the RBNZ expected at the August MPS.
However, the NZD is only lower because more rate cuts are expected, so the
RBNZ should discount this a bit to avoid double-counting.



The solid Q2 labour market report may indicate that capacity pressures
are holding up a bit better than expected. But the focus will be kept on the

outlook – the deterioration in both surveyed employment intentions and job
ads suggests that the labour market won’t stay this tight for long.
Other factors have been tracking largely as the RBNZ expected since the August
MPS. GDP growth in the second quarter was in line with expectations, with annual
growth falling to its lowest level since 2013, and commodity prices have continued
to hold up in recent weeks.
For now, a “watch, worry, and wait” stance seems the most likely outcome of the
OCR Review. There’s time to observe how rate cuts are filtering through to
activity and confidence, and there’s no smoking gun in the data to warrant an
urgent move.
But looking ahead, we’re confident that an OCR of 1% will not be the low of this
cycle. The weak global outlook, gloomy business activity picture, and changes to
bank capital requirements are likely to add further headwinds that a lower OCR
will need to try and offset. We continue to expect 25bp cuts in November,
February, and May to take the OCR to 0.25% – around its useful limit.
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This document is intended for ANZ’s institutional, professional or wholesale clients, and not for individuals or retail persons.
It should not be forwarded, copied or distributed. The information in this document is general in nature, and does not
constitute personal financial product advice or take into account your objectives, financial situation or needs.
This document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and
observe all relevant restrictions.
Disclaimer for all jurisdictions: This document is prepared and distributed in your country/region by either: Australia and New Zealand
Banking Group Limited (ABN11 005 357 522) (ANZ); or its relevant subsidiary or branch (each, an Affiliate), as appropriate or as set out
below.
This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (recipients).
This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by ANZ
to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.
Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or
regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and
services mentioned in this document may not be available in all countries.
ANZ in no way provides any financial, legal, taxation or investment advice to you in connection with any product or service discussed in this
document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice
having regard to their particular circumstances.
Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ does
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Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. Unless
specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all price
information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.
ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in both
profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in this
document may not be suitable for all investors, and transacting in these products or services may be considered risky.
ANZ expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with
this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by any
regulatory body or authority in any jurisdiction.
ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in the
products or services described in this document, and their staff and introducers of business may share in such fees or remuneration that
may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further, they
or their customers may have or have had interests or long or short positions in the products or services described in this document, and
may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in such
products. This document is published in accordance with ANZ’s policies on conflicts of interest and ANZ maintains appropriate information
barriers to control the flow of information between businesses within it and its Affiliates.
Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of
interest.
Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking
Group Limited (ANZ).
Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here
or request from your ANZ point of contact. If trading strategies or recommendations are included in this document, they are solely for the
information of ‘wholesale clients’ (as defined in section 761G of the Corporations Act 2001 Cth).
Brazil, Brunei, India, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by
ANZ on a cross-border basis.
Cambodia. This document is distributed in Cambodia by ANZ Royal Bank (Cambodia) Limited (ANZ Royal Bank). The recipient
acknowledges that although ANZ Royal Bank is a subsidiary of ANZ, it is a separate entity to ANZ and the obligations of ANZ Royal Bank
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European Economic Area (EEA): United Kingdom. ANZ is authorised in the United Kingdom by the Prudential Regulation Authority
(PRA) and is subject to regulation by the Financial Conduct Authority (FCA) and limited regulation by the PRA. Details about the extent
of our regulation by the PRA are available from us on request. This document is distributed in the United Kingdom by Australia and New
Zealand Banking Group Limited ANZ solely for the information of persons who would come within the FCA definition of “eligible
counterparty” or “professional client”. It is not intended for and must not be distributed to any person who would come within the FCA
definition of “retail client”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK
Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the Prudential Regulation Authority
(PRA) and the FCA. ANZ is authorised in the United Kingdom by the PRA and is subject to regulation by the FCA and limited regulation by
the PRA. Details about the extent of our regulation by the PRA are available from us on request.
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functions as a licensed bank. This publication is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).
New Zealand. This document is intended to be of a general nature, does not take into account your financial situation or goals, and is
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