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JUSTIFIABLY NEUTRAL 
KEY POINTS 
 We expect the RBNZ to maintain the OCR at 1.75% on Thursday and 

stick to a neutral bias, in what will be Graeme Wheeler’s final OCR decision 
as RBNZ Governor. We doubt he’ll rattle the cage, with the tone of the 
accompanying statement, projections and press confidence to reinforce the 
RBNZ’s cautious, watchful and neutral stance.  

 A case could be made for moving to an easing bias. Core inflation has 
softened, activity growth is sub-trend, housing market momentum has 
slowed a lot, a turn in the credit cycle has tightened financial conditions, the 
NZD has strengthened, and global inflation has rolled over. Local inflation 
expectation measures will likely be next to soften, driven by falls in headline 
inflation itself (which to be fair makes somewhat of a mockery of surveyed 
inflation expectation measures!). Additionally, the RBNZ looks set to lower its 
near-term growth and inflation forecasts. There is a decent chance that 
headline inflation will be projected to drop back below 1% again. 

 However, medium-term inflation signals are still positive. The terms 
of trade have surged, forward-looking indicators such as business and 
consumer confidence point to growth lifting back above trend, the labour 
market is tightening, and fiscal policy is set to put more money in people’s 
pockets. While global inflation is rolling over again, global growth nuances 
have been more positive, with upside surprises of late in China and Europe. 
Central banks are becoming more attuned to the risks associated with 
extraordinarily stimulatory policy, despite inflation targets being missed.  

 So an easing bias is a leap too far and we think the RBNZ will rely on 
the flexibility it has within its framework to ebb and flow with recent 
developments. With each passing day, the impact of secular inflation 
suppressants is becoming more evident; this is not the time to be a strict 
inflation targeter. Whether inflation is 1.5% or 2% is a moot point; it’s still 
low. Rather, the RBNZ simply deserves plenty of credit for the fact 
that developments have justified the “aggressively neutral” stance it 
took back in May.  

 Overall, it looks like it will be business as usual, with another ultra-
neutral ‘steady as she goes’ outlook. 

 The market’s focus will be on the tone. While we don’t see an 
outright easing stance, we expect something on the dovish side of 
neutral – and more dovish than in May. Language regarding NZD 
strength could be a little more explicit and the implied hikes within the OCR 
projections should be removed. To be fair, the May forecasts only had one 
hike at the end of 2019, but removing it would send a clear signal to a 
market that still has a full hike priced in by roughly August next year.  

 On the RBNZ’s broader projections, we suspect there will be an 
element of ‘looking through the noise’. We doubt the RBNZ has changed 
its views that the “growth outlook remains positive”. So despite the lower 
starting point, GDP growth will still be projected to lift towards 3½%. 
Likewise with inflation. The starting point will be lower, and the RBNZ will 
need to factor in recent NZD strength and oil price weakness, which will 
delay the return of headline inflation to the target mid-point. However, the 
forecasts will still show domestic inflation rising gradually in time.   
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IMPORTANT NOTICE 

The distribution of this document or streaming of this video broadcast (as applicable, “publication”) may be restricted by law in certain 
jurisdictions. Persons who receive this publication must inform themselves about and observe all relevant restrictions. 
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Except if otherwise specified in section 2 below, this document is issued and distributed in your country/region by Australia and New Zealand 
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product is intended for nor available to persons resident in that jurisdiction if it would be contradictory to local law or regulation. Such local 
laws, regulations and other limitations always apply with non-exclusive jurisdiction of local courts. Certain financial products may be subject to 
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representation is being made that any investment will or is likely to achieve profits or losses similar to those achieved in the past, or that 
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and agents of each of them (including the author) (“Affiliates”), do not make any representation as to the accuracy, completeness or currency 
of the views or recommendations expressed in this publication. Neither ANZ nor its Affiliates accept any responsibility to inform you of any 
matter that subsequently comes to their notice, which may affect the accuracy, completeness or currency of the information in this publication. 
Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of any of the 
products or services described in this publication or any return on any associated investment; and, ANZ and its Affiliates expressly disclaim 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 publication.  
If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or 
error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ and its Affiliates do 
not accept any Liability as a result of electronic transmission of this publication. 
ANZ and its Affiliates may have an interest in the subject matter of this publication as follows:  
 They may receive fees from customers for dealing in the products or services described in this publication, and their staff and introducers of 

business may share in such fees or receive a bonus that may be influenced by total sales. 
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and may at any time make purchases and/or sales in them as principal or agent.  
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with ANZ’s policies on Conflicts of Interest and Information Barriers. 
Please contact your ANZ point of contact with any questions about this publication including for further information on these disclosures of 
interest. 
2.  Country/region specific information: 
Australia. This publication is distributed in Australia by ANZ. ANZ holds an Australian Financial Services licence no. 234527. A copy of ANZ's 
Financial Services Guide is available at http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf and is available upon request 
from your ANZ point of contact. If trading strategies or recommendations are included in this publication, they are solely for the information of 
‘wholesale clients’ (as defined in section 761G of the Corporations Act 2001 Cth). Persons who receive this publication must inform themselves 
about and observe all relevant restrictions. 
Brazil. This publication is distributed in Brazil by ANZ on a cross border basis and only following request by the recipient. No securities are 
being offered or sold in Brazil under this publication, and no securities have been and will not be registered with the Securities Commission – 
CVM. 
Brunei. Japan. Kuwait. Malaysia. Switzerland. Taiwan. This publication is distributed in each of Brunei, Japan, Kuwait, Malaysia, 
Switzerland and Taiwan by ANZ on a cross-border basis. 
Cambodia. APS222 Disclosure. The recipient acknowledges that although ANZ Royal Bank (Cambodia) Ltd. is a subsidiary of ANZ, it is a 
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European Economic Area (“EEA”): United Kingdom. ANZ in the United Kingdom is authorised by the Prudential Regulation Authority 
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regulation by the PRA are available from us on request. This publication is distributed in the United Kingdom by ANZ solely for the information 
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Fiji. For Fiji regulatory purposes, this publication and any views and recommendations are not to be deemed as investment advice. Fiji 
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