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What’s the view?  

 GDP returns to pre-COVID 

level mid-2022  

 Unemployment peak: 7½%  

 Inflation decelerates 2021  

 Risks to the downside  

 We see a negative OCR 

next year on balance 

Our forecasts are on page 3.   

Balance of risks  

Risks remain skewed to the 

downside.  
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How has the view changed?  

After a period of very effective damage control from the COVID-19 crisis, the 

time for a more nuanced policy response appears to be upon us. Direct fiscal 

support from the likes of the wage subsidy have now effectively worn off. 

Assuming no further community outbreaks of COVID-19 in New Zealand, the 

Government must now turn to the challenging task of supporting the recovery 

and evening out the unequal impacts of this crisis across industries and society 

more generally.   

The outlook for monetary policy has now become a more delicate balance too. 

We are currently assuming that the RBNZ’s new Funding for Lending 

Programme (FLP) will lower retail interest rates 20-40bps, but this is very 

uncertain. Taking this into account, on balance we think the RBNZ will deem 

that a little more stimulus is needed next year. But a number of developments 

could swing the pendulum in favour of the RBNZ providing even more 

stimulus, or leaving things as they are. Unfortunately, we probably won’t get 

much clarity on the path ahead until the New Year (see ‘What are we 

watching?’ key milestones table, page 2). This could leave markets struggling 

to find direction (see Markets outlook, page 3).   

Given the conditional nature of the outlook, this week we published the range 

of monetary policy scenarios we are thinking about (figure 1) and the 

developments that could lead to them. See our ANZ NZ Insight: Weighing it up 

– Possible OCR Paths for details.  

Figure 1. Possible outlooks for the OCR 

 
Source: RBNZ, ANZ Research 

What happened this week?  

Performance Services Index – October. Ticked up a little further into 

expansionary territory. The lost summer of international tourism is expected to 

test some firms.  

GlobalDairyTrade auction. The price index defined expectations, lifting 

1.8%. This result is particularly positive given offer volumes are at their 

seasonal peak. 

PPI – Q3. Input prices up 0.6% q/q, output down 0.3% q/q.
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Recent 

Publications  

ANZ produces 

a range of  

in-depth 

insights. 

 ANZ NZ Insight: RCEP – 

what’s in it for New 
Zealand? 

 ANZ NZ Insight: Vaccines, 
volatility and eventualities 

 ANZ NZ Property Focus: 
Riding high 

 ANZ NZ Insight: FLP to 
enter the toolkit 

 ANZ NZ Agri Focus: Pick 
me please 

 ANZ NZ Insight: 

Households understandably 
wary 

 ANZ NZ Property Focus: 
Lend me a hand 

 ANZ NZ Insight: Negative 
OCR and Funding for 
Lending Programme FAQ 

 ANZ NZ Insight: 
Freshwater regulatory 
change 

Click here for more.  

Data calendar 

Date Data/event 

Mon 23 Nov 

(10:45am) 
Retail Sales – Q3 

Wed 25 Nov 

(09:00am) 

RBNZ Financial 

Stability Report 

Thu 26 Nov 

(10:45am) 

Merchandise Trade 

– Oct 

Thu 26 Nov 

(3:00pm) 

RBNZ New 
Mortgage Lending 

– Oct 

Fri 27 Nov 

(10:00am) 

ANZ Consumer 

Confidence – Nov 

Mon 30 Nov 

(1:00pm) 

ANZ Business 

Outlook – Nov F 

Mon 30 Nov 

(3:00pm) 

RBNZ Sectoral 

Lending – Oct 

Wed 2 Dec 

(early am) 

GlobalDairyTrade 

auction 

Wed 2 Dec 

(10:45am) 

Terms of Trade – 

Q3 

Thu 3 Dec 

(10:45am) 

Building Permits – 

Oct 

Thu 3 Dec 

(1:00pm) 

ANZ Commodity 

Price Index– Nov 

Fri 4 Dec 

(10:45am) 

Building Work Put 

in Place – Q3 

What are we watching? 

It will take time to get clarity on the outlook. Here are the key milestones.   

Table 1. Milestones leading up to the February MPS (24 February) 

News/data Significance 
 

Vaccine / 

COVID  

High  Recent good news is in line with our assumptions (see our ANZ NZ Insight: 

Vaccines, volatility and eventualities). But an even faster vaccine could positively 

impact the speed of recovery, business confidence and broader momentum. On the 

other hand, the global outlook is fragile and that could see our commodity prices 

come under pressure, while a major COVID-19 outbreak in New Zealand could 

derail our good news story.  

Lending 

rates  

High  The extent to which retail lending rates fall in coming months will measure the FLP’s 

success (or not). The RBNZ has a certain amount of stimulus it is looking to 

achieve; the more the FLP can do, the less needs to come from OCR cuts.  

Labour 

market   

High  Q4 labour market data (3 February) is expected to show further mild deterioration, 

especially with the wage subsidy ending. The RBNZ’s forecast is for a modest lift in 

the unemployment rate from 5.3% to 5.6%, but it’s very uncertain. In the 

meantime, we will get colour from news and anecdotes, along with hiring intentions 

(ANZBO November-February, QSBO: 19 January).  

RBNZ 

speak  

Medium 

-High 

The FSR (25 November) and FLP deployment (1 December) shouldn’t rock the boat 

in and of themselves, but any comments on the monetary policy outlook have the 

potential to jolt expectations. Our current thinking is that it probably doesn’t make 

sense for the RBNZ to say too much more in the short term. Like us, they are 

watching and waiting and the picture could change rapidly.  

Housing Medium 

-High  

We will be watching housing and lending data (November–January) along with 

anecdotes for a sense of whether a more challenging economic environment and 

tighter credit conditions (ahead of LVR restrictions) take some of the heat form the 

housing market. Our sense is that the recent very strong upturn isn’t sustainable 

and the RBNZ is assuming some cooling too, but a stronger pulse would flow 

through the economy and potentially reduce the need for further easing.  

Business 

conditions  

Medium Surveys will give a sense of the degree of economic momentum. Recently, firms 

have been saying things are looking better than they were, but that’s from a point 

when things looked decidedly terrible. Optimism may falter as fiscal support wanes 

and the very seasonal impact of the closed border becomes more evident.    

Exchange 

rate 

Low- 

medium 

Our relatively good fortunes and reduced chances of a negative OCR might be 

largely in the price by now. But the high (and perhaps higher) exchange rate adds 

to a weak inflation outlook that looks set to keep the RBNZ on its toes. It’s hard to 

see that picture changing.  

Inflation  Low  We already know inflation is low and inflation expectations are at concerning levels. 

It is likely that Q4 inflation (22 January) will fly under the radar with the policy 

outlook more focused on the activity/employment outlook for now. However, the 

RBNZ will want to see inflation expectations (9 February) continue to move higher.  

GDP  Low While GDP data (17 December) will provide colour on the bounce out of lockdown, 

it is old news and the data is always ripe for revision. The RBNZ will be much more 

focused on the outlook ahead. Likewise, the Treasury’s Half-Year Fiscal and 

Economic Update won’t be a game changer, unless there are major changes to the 

bond programme or Government policy.  

Source: ANZ Research  

The week ahead  

Retail Trade Survey – Q3 (Monday 23 November, 10:45am). These data 

mark the first of the Q3 GDP partials. A strong bounce-back from Q2’s 

unprecedented decline is expected. We’ve pencilled in a 16.5% lift.  

RBNZ Financial Stability Report – November (Wednesday 25 November, 

9:00am). Expect more background on the case to reintroduce LVR restrictions. 

Overseas Merchandise Trade – October (Thursday 26 November, 
10:45am). A trade deficit of just over $500m is forecast as both imports and 
exports lift seasonally but at a slower rate than normally seen in October. 

RBNZ new mortgage lending data – October (Thursday 26 November, 

3:00pm). With the housing market super strong into spring, this will be solid.  

ANZ Roy Morgan Consumer Confidence – November (Friday 27 

November, 10:00am).

https://push.bigtincan.com.au/downloads/bb38c14ec52c9fed9063a228a7a130701bc5e92d4833d68e85415ed96f1495b4
https://push.bigtincan.com.au/downloads/bb38c14ec52c9fed9063a228a7a130701bc5e92d4833d68e85415ed96f1495b4
https://push.bigtincan.com.au/downloads/bb38c14ec52c9fed9063a228a7a130701bc5e92d4833d68e85415ed96f1495b4
https://push.bigtincan.com.au/downloads/0de5a14d6c58f282a4481988d4e18434702db91c379bfa1faf4c2edaca9b7b76
https://push.bigtincan.com.au/downloads/0de5a14d6c58f282a4481988d4e18434702db91c379bfa1faf4c2edaca9b7b76
http://bit.ly/ANZ-PropertyFocus-20201102
http://bit.ly/ANZ-PropertyFocus-20201102
http://bit.ly/ANZ-Insight-FLP-20201022
http://bit.ly/ANZ-Insight-FLP-20201022
https://bit.ly/ANZ-AgriFocus-20201009
https://bit.ly/ANZ-AgriFocus-20201009
https://bit.ly/ANZ-Insight-Households-understandably-wary
https://bit.ly/ANZ-Insight-Households-understandably-wary
https://bit.ly/ANZ-Insight-Households-understandably-wary
https://bit.ly/ANZ-PropertyFocus-20200929
https://bit.ly/ANZ-PropertyFocus-20200929
https://bit.ly/ANZ-Insight-Negative-OCR-FLP-FAQ
https://bit.ly/ANZ-Insight-Negative-OCR-FLP-FAQ
https://bit.ly/ANZ-Insight-Negative-OCR-FLP-FAQ
http://bit.ly/ANZ-FreshwaterRegulatoryChange-20200828
http://bit.ly/ANZ-FreshwaterRegulatoryChange-20200828
http://bit.ly/ANZ-FreshwaterRegulatoryChange-20200828
http://bit.ly/ANZ-FreshwaterRegulatoryChange-20200828
https://www.anz.co.nz/about-us/economic-markets-research/
https://push.bigtincan.com.au/downloads/0de5a14d6c58f282a4481988d4e18434702db91c379bfa1faf4c2edaca9b7b76
https://push.bigtincan.com.au/downloads/0de5a14d6c58f282a4481988d4e18434702db91c379bfa1faf4c2edaca9b7b76
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Markets outlook  

Bond yields in key global markets have retreated from highs seen in the middle of last week in the wake of 

positive vaccine news, but they remain elevated, with the bellwether US 10-year Treasury bond around 0.85%. 

With the virus still raging in the Northern Hemisphere and US political stalemate impeding a desperately needed 

fiscal package, the Fed faces a tough decision next month. But even if does deliver more support, it’s unlikely to 

be able to stem the tide of selling pressure at the long end. The rapid global rise in government indebtedness and 

private sector leverage does limit how much higher long-term interest rates can go, but they can still rise from 

here. Local short-end rates have steadied after last week’s rise. While we do expect more monetary stimulus will 

ultimately be deemed necessary, the “proof” of that won’t be in hand till early next year. And with the housing 

market booming, the market will take a lot more convincing than we can provide in our forecasts. In FX markets, 

the NZD made yet another new high for the year this week. Amid opposing short-and long-term tensions (global 

virus cases mushrooming vs. good vaccine news), while there is light at the end of the tunnel, we still can’t rule 

out that it might be a train. With the domestic economy on a stronger footing and the recovery stronger than 

expected, New Zealand is better placed to bridge the gap to a vaccine, and that risks further NZD upside. 
 

 Actual Forecast (end month) 

FX rates Sep-20 Oct-20 Today Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 

NZD/USD 0.658 0.662 0.693 0.68 0.68 0.68 0.68 0.68 0.68 

NZD/AUD 0.924 0.941 0.949 0.93 0.91 0.91 0.91 0.91 0.91 

NZD/EUR 0.562 0.568 0.583 0.57 0.56 0.57 0.58 0.59 0.59 

NZD/JPY 69.6 69.2 71.9 72.8 72.8 72.8 72.8 72.8 72.8 

NZD/GBP 0.513 0.511 0.522 0.52 0.51 0.52 0.53 0.54 0.54 

NZ$ TWI 71.4 71.7 73.5 72.7 71.8 72.2 72.6 73.2 73.2 

Interest rates/QE Sep-20 Oct-20 Today Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 

NZ OCR 0.25 0.25 0.25 0.25 0.25 0.10 -0.25 -0.25 -0.25 

LSAP ($bn) 100 100 100 100 100 100 100 100 100 

NZ 90 day bill 0.31 0.28 0.25 0.27 0.20 -0.02 -0.25 -0.25 -0.25 

NZ 10-yr bond 0.50 0.53 0.83 0.60 0.60 0.70 0.80 0.90 1.00 

Economic forecasts 

 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 

GDP (% qoq) -12.2 10.0 2.5 -1.0 0.5 0.5 0.8 1.5 1.0 

GDP (% yoy) -12.4 -4.3 -2.4 -2.0 12.2 2.5 0.8 3.3 3.9 

CPI (% qoq) -0.5 0.7 0.3 0.6 0.1 0.4 0.0 0.6 0.4 

CPI (% yoy) 1.5 1.4 1.2 1.1 1.7 1.4 1.1 1.0 1.3 

Employment (% qoq) -0.3 -0.8 -0.5 -0.2 -0.5 0.0 0.2 0.8 1.0 

Employment (% yoy) 1.5 0.2 -0.6 -1.8 -2.0 -1.2 -0.5 0.5 2.0 

Unemployment Rate (% sa) 4.0 5.3 6.1 6.4 6.8 7.2 7.5 7.1 6.6 

Figures in bold are forecasts. mom: Month-on-Month; qoq: Quarter-on-Quarter; yoy: Year-on-Year 

Figure 3. GDP forecast and high-impact scenarios 

 
Source: Statistics NZ, ANZ Research  

 Figure 4. ANZ inflation forecasts  

 
Source: Statistics NZ, ANZ Research 
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Meet the team 

We welcome your questions and feedback. Click here for more information about our team.  

 

Sharon Zollner 

Chief Economist 

Follow Sharon on Twitter 

@sharon_zollner  

Telephone: +64 27 664 3554 
Email: sharon.zollner@anz.com 
 
 

 

  

General enquiries:  

research@anz.com 

Follow ANZ Research  

@ANZ_Research (global) 

 

David Croy 

Senior Strategist  

Market developments, interest 

rates, FX, unconventional 

monetary policy, liaison with 

market participants. 

Telephone: +64 4 576 1022 
Email: david.croy@anz.com 

 

 
Susan Kilsby 

Agricultural Economist 

Primary industry developments 

and outlook, structural change 

and regulation, liaison with 

industry. 

Telephone: +64 21 633 469 
Email: susan.kilsby@anz.com 

 

Liz Kendall  

Senior Economist  

Research co-ordinator, publication 

strategy, property market 

analysis, monetary and prudential 

policy. 

Telephone: +64 27 240 9969 
Email: elizabeth.kendall@anz.com 

 
Miles Workman  

Senior Economist  

Macroeconomic forecast co-

ordinator, fiscal policy, economic 

risk assessment and credit 

developments. 

Telephone:  +64 21 661 792 
Email: miles.workman@anz.com 

 

Kyle Uerata 

Economic Statistician  

Economic statistics, ANZ 

proprietary data (including ANZ 

Business Outlook), data capability 

and infrastructure. 

Telephone: +64 21 633 894 
Email: kyle.uerata@anz.com 

 

 
Natalie Denne 

PA / Desktop Publisher 

Business management, general 

enquiries, mailing lists, 

publications, chief economist’s 

diary. 

Telephone: +64 21 253 6808 
Email: natalie.denne@anz.com 
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This document is intended for ANZ’s Institutional, Markets and Private Banking clients. 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 
not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform you of 
any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document. 

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 or request 
from your ANZ point of contact.  

Brazil, Brunei, India, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by 
ANZ on a cross-border basis. 

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.  

Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice. Fiji 
investors must seek licensed professional advice should they wish to make any investment in relation to this document. 

Hong Kong. This publication is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong 
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate 
finance) regulated activities. The contents of this publication have not been reviewed by any regulatory authority in Hong Kong.  

India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on it 
your name and place of printing.  

Myanmar. This publication is intended to be general and part of ANZ’s customer service and marketing activities when implementing its 
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 
not a personalised adviser service under the Financial Advisers Act 2008 (FAA).  
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Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business or 
provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman or Oman’s Capital Market 
Authority. The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in 
Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal 
Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated 
by Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). ANZ does not solicit business in 
Oman and the only circumstances in which ANZ sends information or material describing financial products or financial services to 
recipients in Oman, is where such information or material has been requested from ANZ and the recipient understands, acknowledges 
and agrees that this document has not been approved by the CBO, the CMA or any other regulatory body or authority in Oman. ANZ does 
not market, offer, sell or distribute any financial or investment products or services in Oman and no subscription to any securities, 
products or financial services may or will be consummated within Oman. Nothing contained in this document is intended to constitute 
Omani investment, legal, tax, accounting or other professional advice.  

People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China) 
Company Limited (ANZ China). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on 
speculative transactions and CNY/CNH arbitrage trading. If this document is distributed by ANZ or an Affiliate (other than ANZ China), the 
following statement and the text below is applicable: No action has been taken by ANZ or any affiliate which would permit a public 
offering of any products or services of such an entity or distribution or re-distribution of this document in the PRC. Accordingly, the 
products and services of such entities are not being offered or sold within the PRC by means of this document or any other document. 
This document may not be distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance 
with any applicable laws and regulations. If and when the material accompanying this document relates to the products and/or services of 
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