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Nov 13, 2019

FX Flash

NZD: RBNZ on Hold, As We
Expected

Orr’s Press Conference at 10am; Next MPC on 12 Feb 2020
RBNZ kept OCR on hold at 1%, as we had expected, at its last MPC
meeting (13 Nov) for 2019. We had shared earlier that:

Unlike street expectations (75% implied via NZ OIS) looking for
another 25bps cut at the Nov meeting, we had an out-of-
consensus call expecting RBNZ to retain watch-and-see
accommodative stance to allow for the 50bps cut in Aug
(cumulative 75bps cut YTD) and lower NZD (NZD TWI fell as much
as more than 6% at one point this year) to work its way into the
economy. In particular, RBNZ’s measure of NZ TWI has fallen to
4-year low of below 70-levels (mid-Sep) from the high of 75
levels in Mar-2019. This level is now way below RBNZ’s working
assumption of NZ TWI range of 72.8 - 73.4 from 3Q 2019 to 4Q
2020.

Key Highlights from the MPS (before press conference):

1. Economic growth continues to slow in mid-2019 reflecting
weak business and soft household spending. This is
expected to persist for the remaining of the calendar
year.

2. Domestic activity is expected to increase during 2020
supported by low interest rates, higher wage growth and
increase in government spending and investment. Low
level of OCR has flowed through to lower lending rates
supporting spending and investment. Rising capacity
pressures are projected to promote in pick-up in business
investment.

3. Rates will need to remain at low levels for a prolonged
period to support dual mandate - inflation reaches target
range of 1 - 3% and employment remains around
maximum sustainable level. Further stimulus will be
added if needed.

NZD Thoughts: Decline Nearing Its End

We maintain our call that Kiwi’s near-10% decline from YTD high
is nearing its bottom on a combination of factors including RBNZ
on hold (albeit at low OCR levels), de-escalation in US-China
trade tensions as US, China looks on track to sign phase-1 partial
deal in coming weeks and easier financial conditions (on
expectations for Fed to remain accommodative for longer. We
however remain cautious over RBNZ’s open-ness to
unconventional monetary policies (especially if RBA introduces).
Any mention of this could limit NZD upside.
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Decline in RBNZ NZ TWI is Another Form of Stimulus

B NZTURBTW Tndex - Mid Price (L1) 70.44
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Source: Bloomberg, Maybank FX Research & Strategy
NZD Tech Thoughts: Broader Bias Skewed to the Upside

NZD rose sharply (by nearly 1.4%) post-RBNZ decision to above 0.64-
handle this morning. Pair was last seen at 0.6405 levels (before RBNZ
Governor Orr’s press conference - which can contain surprises). Weekly
momentum is bullish while stochastics is rising. Bullish divergence on
weekly MACD is underway. Broad directional bias remains mildly
skewed to the upside. But we do not expect one-way trade higher
given many nuances (amid US-China trade uncertainties and RBNZ’s
open-ness to unconventional monetary policies). Immediate resistance
at 0.6450 (100 DMA). That needs to be decisively broken for further gains
towards before 0.65 and 0.6570 (200 DMA) to take hold. Look for further
upside, technically. Support at 0.6340 (50 DMA), 0.6250 levels. We look
for gradual bottoming of the NZD.

NZD (Weekly Chart) A Bottoming May Be in Place

Source: Bloomberg, Maybank FX Research & Strategy
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DISCLAIMER

This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or
a solicitation of an offer to buy the securities or financial instruments referred to herein, or an offer or solicitation to any
person to enter into any transaction or adopt any investment strategy. Investors should note that income from such securities or
financial instruments, if any, may fluctuate and that each security’s or financial instrument’s price or value may rise or fall.
Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future
performance. This report is not intended to provide personal investment advice and does not take into account the specific
investment objectives, the financial situation and the particular needs of persons who may receive or read this report.
Investors should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities
and/or financial instruments or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been
independently verified by Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and
consequently no representation is made as to the accuracy or completeness of this report by Maybank and it should not be
relied upon as such. Accordingly, no liability can be accepted for any direct, indirect or consequential losses or damages that
may arise from the use or reliance of this report. Maybank and its officers, directors, associates, connected parties and/or
employees may from time to time have positions or be materially interested in the securities and/or financial instruments
referred to herein and may further act as market maker or have assumed an underwriting commitment or deal with such
securities and/or financial instruments and may also perform or seek to perform investment banking, advisory and other
services for or relating to those companies whose securities are mentioned in this report. Any information or opinions or
recommendations contained herein are subject to change at any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as
“anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an
event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain
risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking
statements. Readers are cautioned not to place undue relevance on these forward looking statements. Maybank expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or
circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied
or distributed to any other party in whole or in part in any form or manner without the prior express written consent of
Maybank. Maybank accepts no liability whatsoever for the actions of third parties in this respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.
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