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What happened this week?
The (somewhat minimal) data flow this week only reinforced recent themes –
the outlook for economic activity is softening, but with the labour market
showing no signs of slowing and inflation remaining far too high, there’s not
much choice but for the RBNZ (and its international peers) to push on with
aggressive interest rate rises.
First out the door was Stats NZ’s monthly employment indicator for May. This
data is a reliable and timely indicator of the employment trend in New
Zealand, coming from IRD filings (rather than the relatively small sample of
households used in the Household Labour Force Survey, where the official
unemployment data come from). With filled jobs up 0.3% m/m in May (and
0.5% m/m in April) it’s clear hiring has bounced back from the lull seen in Q1
(which we assume reflected the impact of Omicron disruption). In annual
terms, filled jobs are now up 2.9% y/y, versus 2.8% y/y in April. We expect
the labour market to start to cool in time as the RBNZ’s interest rate hikes flow
through the economy. But that takes a while. With NZ job ads remaining high
and the Australian labour market heating up (job ads were up 13.8% in the
three months to May alone), we see the kiwi labour market tightness as having
a little bit further to run. Unemployment is forecast to have fallen to 2.9% in
Q2, as insatiable labour demand ran up against a domestic labour supply that’s
more-or-less tapped out (participation is at near-record levels).
Figure 1. Monthly filled jobs and HLFS employment
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Key risks to our view
Falling consumer and
business sentiment derail
momentum.
Falling house prices could
have a more significant
impact on the economy
than expected.
Surging commodity prices
cause inflation expectations
to become unanchored.
Global inflation pressures
push inflation up more than
expected in NZ over 2022.

The labour market continues to show signs of strength, but same cannot be
said for economic activity. Our consumer confidence survey for June showed
consumers remain very pessimistic – with confidence below levels seen in the
GFC, and a net 21% of households saying it’s a bad time to buy a major
household item. Our latest Business Outlook survey for June shows that a net
9.1% of firms expect their own activity to deteriorate (from a net 4.7%
expecting a decline in May). Looking through the impact of the 2020 lockdown,
that’s the worst reading since 2009. But inflation expectations are still far too
high, and when we ask firms what their biggest problems are, supply-side
issues dominate. That really reflects the painful position we’re in. Economic
growth is struggling because the hobbled supply-side of the economy cannot
meet demand. That’s inflationary, but also inimical to growth. So the RBNZ
needs to continue the process of dampening demand until supply and demand
are aligned once more. They can’t let inflation keep spiralling.
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What are watching?
In our latest Property Focus this week we did a deep dive into the outlook for
residential investment – and it’s not looking flash. A confluence of factors on
the demand and supply sides of the housing market are converging to create
a soggy outlook for construction activity. On the demand side, interest rates
are now more than double their post-pandemic lows of last year. And
population growth has slowed to a crawl, with annual net migration drifting
into negative territory. On the supply side, simply finding the raw materials
(and the people) needed to build a dwelling remains a huge challenge. Given
how labour intensive the construction industry is, the difficulty finding labour
is a critical constraint. With the Australian labour market only continuing to
heat up, this challenge is likely to get worse before it gets better. These
supply issues mean it’ll be challenging for construction activity to increase
much beyond current levels – even though consenting has been holding up at
pretty high levels in recent months (but slipping in the past two months).
By the time these supply issues start to work themselves out, it’s likely that
falling demand (engineered by aggressive interest rate rises from the RBNZ)
will start to put more downwards pressure on residential investment. The
housing market is a key driver of residential investment activity, and we’re
already 6 months into a housing downturn. Plus, we have a central bank that
is determined to keep raising interest rates to bring inflation under control.
That’s going to weigh significantly on the building industry.
We’re expecting residential investment activity will fall about 6% over 2023 as
the pipeline of work starts to shorten, and demand in the economy starts to
soften (figure 2). Looking at the correlation between house prices and
residential investment, our forecast for an 11% drop in house prices over
2022 does pose downside risks. The construction sector is highly cyclical –
and the correlation between construction and the broader economic cycle
means the RBNZ will need to remain wary of downside risks stemming from
this sector following aggressive interest rate hikes.
Indeed, the strong pass-through of higher interest rates into the housing
market and residential investment is one factor behind why we think the OCR
will only need to rise to 3.5% by the end of this year – versus the RBNZ’s
(highly conditional) May OCR track, which topped out a whisker under 4%.
While it’s obviously highly uncertain, we think the RBNZ will achieve a slightly
quicker dampening impact on domestic demand than they anticipate, and that
should mean they don’t need to keep walloping the economy with outsized
rate rises for too much longer. We’ve pencilled in 50bp hikes in July and
August, then 25s until the OCR peaks at 3.5% in November.
Figure 2. House prices and residential investment
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Financial markets update
Data
calendar
What’s coming up
in the months
ahead.

Interest rate markets
New Zealand interest rates have continued to move lower over the past
week. This move has taken the bellwether 2-year swap back to around 4%,
down from 4¼% a week ago, and a touch over 4½% a fortnight ago. While
that is more consistent with our expectations for the OCR (which we expect
to peak at 3½%), the correction lower was as much about market liquidity
improving as it was about expectations for policy and the economy
moderating. Fears of slower global growth are evident in other markets too,
including in the US, where the 10yr Treasury bond yield has fallen back to
around 3% (from a high of around 3¼% a week ago and 3½% a fortnight
ago). As welcome as this and the moderation in energy prices is, market
sentiment remains fickle and the war on inflation isn’t won yet. Many
developed market yield curves are kinked, indicating that markets are trying
to pick a turn (lower in the cycle). While that’s inevitable, as we advance
through the cycle, we typically see more volatility as markets debate not
just where the top of the rates cycle is, but when. We’re thus cautious not
to declare that we have seen the highs in longer term interest rates.

Date

Data/event

Tue 5 Jul
(10:00am)

NZIER QSBO – Q2

Tue 5 Jul
(1:00pm)

ANZ Commodity
Price Index – Jun

Wed 6 Jul
(early am)

GlobalDairyTrade
auction

Fri 8 Jul
(10:00am)

ANZ Truckometer –
Jun

Mon 11 Jul
(10:45am)

Electronic Card
Transactions – Jun

Tue 12 Jul
(10:45am)

Net Migration – May

FX markets

Wed 13 Jul
(10:45am)

Food Price Index –
Jun

Wed 13 Jul
(10:45am)

Rental Price Index –
Jun

Wed 13 Jul
(2:00pm)

RBNZ Monetary
Policy Review

Fri 15 Jul
(10:30am)

BusinessNZ Manuf
PMI – Jun

Mon 18 Jul
(10:30am)

Performance
Services Index

Mon 18 Jul
(10:45am)

CPI – Q2

Wed 20 Jul
(early am)

GlobalDairyTrade
auction

The Kiwi has had a torrid year, and June added insult to injury as markets
wiped another 3 cents off it, rounding out a decline of 9% for the year.
Tuesday’s break lower was an unwelcome development from a technical
perspective, and as we go to print the NZD is still in the low-0.62s. The USD
itself has been playing a bigger role as US and global drivers eclipse local
factors, and there is no obvious reason to expect that to change ahead of
the next round of US data, and ahead of the Fed’s next meeting at the end
of July (where another 75bp hike is expected by many). Our forecasts
assume that the USD will soften as the Fed tightening cycle progresses (as
it has in past cycles), but this continues to be challenged, and if the NZD
doesn’t fire before more tangible evidence of slowing domestic growth
appears, our forecast (of 0.66 by year-end) will be more difficult to achieve.

Thu 21 Jul
(10:45am)

Merchandise Trade –
May

Thu 28 Jul
(1:00pm)

ANZ Business
Outlook – Jul

Fri 29 Jul
(10:00am)

ANZ-RM Consumer
Confidence – Jul

Mon 1 Aug
(10:45am)

Building Permits –
Jun

Wed 3 Aug
(early am)

GlobalDairyTrade
auction

Wed 3 Aug
(10:45am)

Labour Market –
Q2

Wed 3 Aug
(1:00pm)

ANZ Commodity
Price Index – Jul

Mon 8 Aug
(3:00pm)

RBNZ 2Yr Inflation
Expectation – Q3

Building Permits – May. Fell 0.5% m/m (after an 8.6% fall in April). On an
annual basis, consents are still at record levels, with multi-unit dwellings
driving the increase. But the outlook for construction is softening.

Tue 9 Aug
(10:00am)

ANZ Truckometer –
Jul

The week ahead

Tue 9 Aug
(10:45am)

Electronic Card
Transactions – Jul

Thu 11 Aug
(10:45am)

Net Migration – Jun

Fri 12 Aug
(10.30am)

BusinessNZ Manuf
PMI – Jul

Fri 12 Aug
(10:45am)

Food Price Index –
Jul

Fri 12 Aug
(10:45am)

Rental Price Index –
Jul

Key data summary
ANZ Business Outlook – June. Business confidence fell 7 points to -63% in
June, while expected own activity fell 4 points to a net 9% expecting lower
activity ahead.
RBNZ sectoral lending data – May. Business lending growth ticked up to
8.9% y/y (8.8% in April). That’s the strongest increase since February 2009.
Housing lending growth slowed to 7.4% y/y (8.1% in April) as the cooling
housing market and rising interest rates weighed.
ANZ Roy Morgan Consumer Confidence – June. The confidence index
eased to 80.5 in June (82.3 in May).

NZIER Quarterly Survey of Business Opinion – Q2 (Tuesday 5 July,
10:00am). Our ANZBO suggests the QSBO will paint a picture of weaker
economic activity, but still-strong inflation and supply-chain pressures.
ANZ Commodity Price Index – June (Tuesday 5 July, 10:00am)
GlobalDairyTrade auction (Wednesday 6 July, early am). Dairy prices
should stabilise at the next auction. Fonterra, NZX, and EEX now jointly own
GDT with more frequent selling events proposed under the new ownership.
ANZ Truckometer – June (Friday 8 July, 10:00am).
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Key forecasts and rates
Actual
FX rates

Forecast (end month)

May-22

Jun-22

Today

Sep-22

Dec-22

Mar-23

Jun-23

Sep-23

Dec-23

NZD/USD

0.652

0.621

0.624

0.650

0.660

0.660

0.660

0.650

0.650

NZD/AUD

0.907

0.904

0.905

0.890

0.880

0.868

0.868

0.867

0.867

NZD/EUR

0.609

0.597

0.596

0.619

0.600

0.589

0.584

0.570

0.560

NZD/JPY

83.4

84.7

84.7

84.5

84.5

83.8

83.2

81.3

79.3

NZD/GBP

0.517

0.513

0.513

0.537

0.537

0.532

0.524

0.512

0.508

NZ$ TWI

72.3

70.5

70.6

71.9

71.9

71.3

70.9

69.7

69.3

Interest rates

May-22

Jun-22

Today

Sep-22

Dec-22

Mar-23

Jun-23

Sep-23

Dec-23

NZ OCR

2.00

2.00

2.00

3.00

3.50

3.50

3.50

3.50

3.50

NZ 90 day bill

2.47

2.86

2.85

3.52

3.60

3.60

3.60

3.60

3.60

NZ 2-yr swap

3.92

4.06

3.99

4.22

3.86

3.49

3.43

3.32

3.26

NZ 10-yr bond

3.61

3.86

3.79

4.40

4.25

4.10

4.00

3.80

3.70

Economic forecasts
Mar-22

Jun-22

Sep-22

Dec-22

Mar-23

Jun-23

Sep-23

Dec-23

Mar-24

GDP (% qoq)

-0.2

1.4

0.5

0.9

0.6

0.0

0.2

0.2

0.5

GDP (% yoy)

1.2

0.3

4.8

2.7

3.4

2.0

1.7

1.0

0.9

CPI (% qoq)

1.8

1.4

1.6

0.8

0.7

0.7

0.7

0.4

0.5

CPI (% yoy

6.9

7.0

6.4

5.8

4.6

3.9

3.0

2.5

2.3

Employment (% qoq)

0.1

0.6

0.3

0.3

0.3

0.3

0.3

0.3

0.3

Employment (% yoy)

2.8

2.5

1.0

1.3

1.6

1.3

1.3

1.3

1.2

Unemployment Rate (% sa)

3.2

2.9

2.9

2.9

3.0

3.2

3.3

3.4

3.5

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

Figure 4. Production GDP

Figure 5. CPI inflation components
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Figure 7. Unemployment rate and wage growth

Figure 6. ANZ OCR forecast
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Source: Stats NZ, Bloomberg, RBNZ, Macrobond, ANZ Research
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David Croy
Senior Strategist
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Economist
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risk assessment and credit
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Telephone: +64 21 661 792
Email: miles.workman@anz.com

Telephone: +64 21 629 553
Email: finn.robinson@anz.com

Kyle Uerata
Economic Statistician

Natalie Denne
PA / Desktop Publisher

Economic statistics, ANZ
proprietary data (including ANZ
Business Outlook), data capability
and infrastructure.

Business management, general
enquiries, mailing lists,
publications, chief economist’s
diary.

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

Telephone: +64 21 253 6808
Email: natalie.denne@anz.com

ANZ New Zealand Data Wrap | 1 July 2022

5

Important notice
Last updated: 22 June 2022
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Private Banking clients. It should not be forwarded, copied or distributed. The opinions and research contained in this
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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
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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,
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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.
Brazil. This document is distributed on a cross border basis and only following request by the recipient.
Brunei, India, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on
a cross-border basis.
Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request. This does
not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the basis of, or
be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake banking operations
or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree, represent and warrant
that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing the terms of our
engagement.
Canada. This document is general information only and is not meant to be tailored to the needs and circumstances of any recipient. In
addition, this document is not intended to be an offer or solicitation to purchase or sell any security or other financial instrument or to
employ a specific investment strategy.
Chile. You understand and agree that ANZ Banking Group Limited is not regulated by Chilean Authorities and that the provision of this
document is not subject to any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile.
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 document 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 document 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.
Macau. Click here to read the disclaimer for all jurisdictions in Mandarin. 澳门. 点击此处阅读所有司法管辖区的免责声明的中文版。
Myanmar. This document is intended to be general and part of ANZ’s customer service and marketing activities when implementing its
functions as a licensed bank. This document is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).
New Zealand. This material is for information purposes only and is not financial advice about any product or service. We recommend
seeking financial advice about your financial situation and goals before acquiring or disposing of (or not acquiring or disposing of) a
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and this document is not being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the financial products or
services described in this document and distribution of this document is being made in, and is subject to the laws, regulations and rules of,
jurisdictions outside of Qatar and the QFC. Recipients of this document must abide by this restriction and not distribute this document in
breach of this restriction. This document is being sent/issued to a limited number of institutional and/or sophisticated investors (i) upon
their request and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any
person other than the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.
Singapore. This document is distributed in Singapore by ANZ solely for the information of “accredited investors”, “expert investors” or (as
the case may be) “institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of Singapore). ANZ is licensed
in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a financial adviser’s licence under Section
23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection with, the distribution
of this document in Singapore, please speak to your usual ANZ contact in Singapore.
United Arab Emirates (UAE). This document is distributed in the UAE or the Dubai International Financial Centre (DIFC) (as applicable)
by ANZ. This document does not, and is not intended to constitute: (a) an offer of securities anywhere in the UAE; (b) the carrying on or
engagement in banking, financial and/or investment consultation business in the UAE under the rules and regulations made by the Central
Bank of the UAE, the Emirates Securities and Commodities Authority or the UAE Ministry of Economy; (c) an offer of securities within the
meaning of the Dubai International Financial Centre Markets Law (DIFCML) No. 12 of 2004; and (d) a financial promotion, as defined
under the DIFCML No. 1 of 200. ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (DFSA) ANZ DIFC Branch is
regulated by the Dubai Financial Services Authority (DFSA). The financial products or services described in this document are only
available to persons who qualify as “Professional Clients” or “Market Counterparty” in accordance with the provisions of the DFSA rules.
United Kingdom. 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 Financial Conduct Authority (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
considers this document to constitute an Acceptable Minor Non-Monetary Benefits (AMNMB) under the relevant inducement rules of 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.
United States. Except where this is a FX-related document, this document is distributed in the United States by ANZ Securities, Inc.
(ANZ SI) which is a member of the Financial Regulatory Authority (FINRA) (www.finra.org) and registered with the SEC. ANZSI’s
address is 277 Park Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). ANZSI accepts
responsibility for its content. Information on any securities referred to in this document may be obtained from ANZSI upon request. This
document or material is intended for institutional use only – not retail. If you are an institutional customer wishing to effect transactions in
any securities referred to in this document you must contact ANZSI, not its affiliates. ANZSI is authorised as a broker-dealer only for
institutional customers, not for US Persons (as “US person” is defined in Regulation S under the US Securities Act of 1933, as amended)
who are individuals. If you have registered to use our website or have otherwise received this document and are a US Person who is an
individual: to avoid loss, you should cease to use our website by unsubscribing or should notify the sender and you should not act on the
contents of this document in any way. Non-U.S. analysts may not be associated persons of ANZSI and therefore may not be subject to
FINRA Rule 2242 restrictions on communications with the subject company, public appearances and trading securities held by the
analysts. Where this is a FX-related document, it is distributed in the United States by ANZ's New York Branch, which is also located at
277 Park Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 916 0 Fax: +1 212 801 9163).
Vietnam. This document is distributed in Vietnam by ANZ or ANZ Bank (Vietnam) Limited, a subsidiary of ANZ.
This document has been prepared by ANZ Bank New Zealand Limited, Level 26, 23-29 Albert Street, Auckland 1010, New Zealand,
Ph 64-9-357 4094, e-mail nzeconomics@anz.com, http://www.anz.co.nz
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