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your financial situation or goals.
Please refer to the Important Notice. e We expect the RBNZ to keep the OCR unchanged at 5.5% at next

Wednesday’s Monetary Policy Review (MPR).

e There has been nothing to move the dial on the data front in recent
weeks, so we are expecting a reiteration of the key messages from the

ﬁ Contact February MPS.
$ Sharon Zollner or No game changers
David Croy for more
details. We expect the RBNZ to keep the OCR on hold next Wednesday. Let’s take a

look at developments since the Monetary Policy statement of 28 February.

Q4 GDP data was very close to the RBNZ's expectation at -0.1% (RBNZ:
0.0%). There was a decent upside surprise to the expenditure measure of
consumption (+0.5% versus the RBNZ's expectation of -0.5% g/q) and we
can’t rule out the RBNZ might put some weight on this, but there was
demand weakness written all over the data elsewhere, so we think this is
unlikely.

High-frequency activity data has been a mixed bag:

e Confirmation of recession appears to have dampened both business and
consumer confidence in March, though the data from earlier in the month
preceding the release was still down versus February.

e The PSI and PMI have lifted.
e Card spending was higher in January but fell back again in February.

e Net migration is looking toppy but past outcomes are tending to be
revised higher.

e Building consents have stayed weak, as the RBNZ expected.
Inflation pressures remain too strong but are gradually easing:

e The two months of Selected Price Indexes suggest at this stage that the
RBNZ is likely to get an upward surprise on both tradable and non-
tradable inflation in Q1, but these are generally some of the more volatile
parts of inflation that are not the RBNZ's medium-term focus (rents being
the notable exception, which are slow moving) and we expect core
inflation measures will take another meaningful step down in Q1,
offsetting the noise.

e Import prices were stronger than expected in Q4, but export prices were
softer than we expected too.

e The proportion of ANZBO respondents expecting higher costs and
intending to raise prices remains stubbornly high, but the amount by
which they are expected to go up continues to fall.

o Inflation expectations continue to drop, while still suggesting a
meaningfully slower return to target than the RBNZ is forecasting.


https://bit.ly/ANZ-GDP-Review-2023Q4
https://bit.ly/ANZ-BO-20240328
https://bit.ly/ANZ-CC-20240328
https://bit.ly/ANZ-SPI-Feb24

The two big players on the tradable inflation front have moved in an
inflationary direction:

e Dubai oil prices have risen more than 8% since the February MPS
forecasts were finalised on 22 February. At USD88.8/bbl, they are 10%
higher than the RBNZ assumption of an average of USD80.8/bbl for Q2.

e Over the same time period, the NZD trade-weighted index has fallen
3.3%, and is currently sitting at 70.4, 1.5% below the RBNZ MPS flat-line
assumption of 71.5. If oil and currency moves were to be sustained
across the quarter, all else equal that would be worth roughly an extra
0.4%pts on the RBNZ’s Q2 CPI forecast.

The RBNZ will be aware of the risks but will have a strong preference to look
through inflation bumps caused by these factors. Their ability to do so will
depend on the extent to which it bleeds into inflation expectations and
domestic inflation. Their base assumptions will very likely be that a) oil prices
won't increase much more, b) the currency will flat line, and c) given weak
demand, firms will find it difficult to fully pass cost increases into prices,
limiting second-round impacts.

The housing market remains in stasis. It's certainly a must-watch, given the
topping out in mortgage rates (with 2yr fixed rates now around 0.2%pts off
their late 2023 highs), population growth, and investor-friendly tax and other
policy changes recently enacted. But for now, it’s a snail race, and our (and
the RBNZ's) forecast is for that to remain the case all year.

Dairy prices have fallen 2.9% in GlobalDairyTrade auctions since the MPS, with
a 2.8% bounce this morning offsetting a similar-sized fall at the previous
auction. We don’t know what the RBNZ assumed here, but exporter incomes
matter for activity in their model.

The monthly employment indicator printed on the firmer side of expectations
in January and February, and currently suggests employment growth of 0.5%
g/q in Q1 vs the RBNZ's February forecast of 0.1% q/q. But labour supply
growth has been firmer too, with the working age population increasing 0.7%
g/q in Q1, 0.2%pts above the RBNZ's assumption, offsetting some of the
strength in employment. Relatively more resilient employment growth in the
near-term is unlikely to alter the RBNZ’s labour market outlook, given it
remains on a loosening trajectory.

Between now and the MPR next Wednesday the most important data the
Monetary Policy Committee will receive is the Quarterly Survey of Business
Opinion (QSBO). Demand-side measures are likely to weaken, based on
developments seen in the ANZBO. The RBNZ will be expecting to see capacity
indicators ease further, but given widespread evidence of weak demand in the
economy, any upward surprises would likely be seen as just a question of
timing and put on a watch list.

Overall, while there are some unders and overs as always, we don't see net
grounds for the RBNZ to change its thinking materially from February.

What we’re looking for in the Summary Record of Meeting

This on-hold OCR decision is being taken as a given, but there are a couple of
interesting things to look out for in the Record of Meeting:

1. Any discussion on near-term inflation risks (monthly price indexes, the
NZD, oil prices).

2. Any take on whether they think the upward surprise in consumption in Q4
was notable (we don't think it was).
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3. And of course, any change to the language around the outlook for
monetary policy, but we are expecting something extremely similar if not
identical to the February line that “interest rates need to remain at a
restrictive level for a sustained period of time”.

Markets

Markets aren’t expecting anything radical, and with no projections due (they
only accompany Monetary Policy Statements), the focus will instead be on the
RBNZ'’s words/tone, which we don't expect to change markedly. All of that
suggests it’s likely to come and go without any fanfare. That said, we will be
watching out for any comments on the exchange rate given recent weakness,
especially in the face of higher oil prices and the rebound in NZ's commodity
prices.
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Important notice

Last updated: 20 February 2024

The opinions and research contained in this document (in the form of text, image, video or audio) are (a) not personal
financial advice nor financial advice about any product or service; (b) provided for information only; and (c) general in
nature and do not take into account your financial situation or goals.

This document may be restricted by law in certain jurisdictions. Recipients must observe all relevant restrictions.

Disclaimer for all jurisdictions: This document is prepared by ANZ Bank New Zealand Limited (ANZ Centre, 23-29 Albert Street,
Auckland 1010, New Zealand). This document is distributed in your country/region by Australia and New Zealand Banking Group Limited
(ABN11 005 357 522) (ANZ), a company incorporated in Australia or (if otherwise stated), by its subsidiary or branch (herein collectively
referred to as ANZ Group). The views expressed in it are those of ANZ Economics and Markets Research, an independent research team of
ANZ Bank New Zealand Limited.

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 in it is intended to be an invitation, solicitation or offer by ANZ Group 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 Group would be subject to additional licensing or registration requirements. Further, any products
and services mentioned in this document may not be available in all countries.

ANZ Group in no way provides any personal 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 and made
on reasonable grounds on the date it was published, ANZ Group does not represent or warrant the accuracy or completeness of the
information. Further, ANZ Group 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.

This document may contain forward looking statements or opinions including statements regarding our intent, belief or current expectations
regarding economic and market conditions, financial instruments and credit markets. Such statements are usually predictive in character,
may not be accurate once the future becomes known and should not be relied upon when making investment decisions. Past performance
is not a reliable indicator of future performance. ANZ does not accept any responsibility to inform you of any revisions to these forward-
looking statements to reflect events or circumstances occurring after the date of 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 Group 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. Any 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 Group 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. The contents of this document have not been reviewed by any regulatory body
or authority in any jurisdiction.

ANZ Group may have an interest in the subject matter of this document. They may receive fees from customers for dealing in any 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 any 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 Group’s policies on conflicts of interest and ANZ Group maintains appropriate
information barriers to control the flow of information between businesses within the group.

Your ANZ Group point of contact can assist with any questions about this document including for further information on these disclosures of
interest.

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. No securities are being offered or
sold in Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM.

Brunei, 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, is intended for institutional use only — not retail, 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 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.
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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)
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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.
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confirmation and evidence that it is a Qualified Client. Nothing in this publication should be considered Investment Advice or Investment
Marketing as defined in the Investment Advice Law. Recipients are encouraged to seek competent investment advice from a locally licensed
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Transaction Law 2013).

New Zealand. This document is distributed in New Zealand by ANZ Bank New Zealand Limited. The material is for information purposes
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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 (CBO) or Oman’s Capital Market
Authority (CMA). The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in
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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
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Peru. The information contained in this document has not been, and will not be, registered with or approved by the Peruvian
Superintendency of the Securities Market (Superintendencia del Mercado de Valores, SMV) or the Lima Stock Exchange (Bolsa de Valores
de Lima, BVL) or under the Peruvian Securities Market Law (Legislative Decree 6 861), and will not be subject to Peruvian laws applicable
to public offerings in Peru. To the extent this information refers to any securities or interests, it should be noted the securities or interests
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the Securities Market, or (ii) such offering is considered a private offering in Peru under the securities laws and regulation of Peru.

Qatar. This document has not been, and will not be:

e lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority, QFC
Regulatory Authority or any other authority in the State of Qatar (Qatar); or

e authorised or licensed for distribution in Qatar, and the information contained in this document does not, and is not intended to,
constitute a public offer or other invitation in respect of securities in Qatar or the QFC.

The financial products or services described in this document have not been, and will not be:
e registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
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