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NZD: Stimulus Measures Lay the 
Ground for Sharper Recovery  

 

 

 

 

Near Term Volatile but Could Be Poised for Sharp Recovery 

A one-two punch from the government and RBNZ should cushion against a 

deeper economic fallout and help to instil some market confidence. In 

particular the wage subsidy program was timely asn is expected to 

support employee retention while big 4 banks are expected to pass on 

interest rate cut in full to customers. It is likely PM Jacinda Ardern’s 

government may announce another targeted package to help sectors in 

need – tourism, hospitality and airlines – sooner rather than later. For 

NZD, we continue to maintain a constructive outlook in the medium 

term. Rapid and powerful responses from policymakers suggest that the 

economy and NZD may even be poised for sharper recovery when COVID-

19 epidemic curve flattens or vaccination development gains traction at 

some stage. China gradually getting back to business should also support 

sentiment. However in the near term, NZD is still expected to remain 

volatile for as long as COVID-19 pandemic lingers and lockdowns, self-

isolation remain in place. Technically, a rebound towards 0.5960 is not 

ruled out. 

RBNZ Cuts Rate; Unleash QE; Alleviate Funding Stress 

In a space of a week, the RBNZ has fired multiple shots of 

measures to anchor confidence, ensure smooth functioning of 

markets and to provide support to the economy as it attempts to 

deal with the negative implications of COVID-19 pandemic.   

1. Relaxed local banks’ core funding ratios to 50% from 75%, 

allowing banks to access short term funding markets if 

needed on 24th Mar; 

2. Launched Large Scale Asset Programme (LSAP) of New 

Zealand bonds (akin to QE) on 23rd Mar. LSAP will 

purchase up to $30bn of NZ  government bonds (NZGBs) 

across a range of maturities in the secondary market over 

the next 12 months, starting with NZ$500mio this week, 

picking up pace to NZ$750mio per week via auction process. 

The LSAP is estimated to be worth about 10% of NZ GDP; 

3. Announced (20th Mar) the provision of collateralised loans 

to banks for terms of up to 12 months via Term Auction 

Facility (TAF) – a tool deployed during GFC as RBNZ 

attempts to ease tensions in funding markets. In addition 

RBNZ is providing liquidity in the FX swap markets with 

rates near OCR at 0.25%. A temporary US$ liquidity swap 

line has also been established with Fed for amount up to 

US$30bn;   

4. RBNZ MPC unanimously cut OCR by 75bps to record low of 

0.25%, on 16th Mar and agreed to keep OCR at this level 

for at least the next 12 months. The cut comes after the 

150bps cumulative reduction if Fed fund target rate. 
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RBNZ Cuts OCR to Record Low of 0.25% 

 

Source: Bloomberg, Maybank FX Research & Strategy 

A Well-Targeted NZ$12.1bn Stimulus Program 

On 17 Mar, the government announced a massive NZ$12.1bn stimulus 

program (about 4% of NZ GDP), in response to potential economic fallout 

due to COVID-19 pandemic. Finance Minister Grant Robertson said that a 

recession in NZ is now almost certain with the shock likely to be larger 

than GFC. This is likely to be only the first tranche of fiscal response as 

government continues to work on working capital support for SMEs with 

banks and more targeted help for larger corporates.  

The stimulus package includes (1) wage subsidies of about NZ$5.1bn for 

affected businesses in all sectors and regions; (2) NZ$2.8bn income 

support package for seniors and low-income families; (3) NZ$2.8bn in 

business tax changes to free up cash flow; (4) about NZ$500mio boost to 

healthcare spending including contact tracing, increasing medical 

professional capacity, extra medicines, face masks, etc. 

Finance Minister further announced (24 Mar) a 6 months mortgage 

repayment holiday for small firms and homeowners affected by health 

crisis and another NZ$6.25bn guarantee for lending to small businesses. 

 

As reported on 23 Mar, NZ will enter level 4 restrictions – a near total 

lockdown – in 48 hours. All non-essential businesses and services will be 

shut for at least 4 weeks; people are instructed to stay at home while 

public venues such as libraries, cinemas, gyms will be closed. Schools 

and public transport will shut except for those working in such services.  

 

Implication on NZD Outlook – Medium Term Constructive 

NZD’s has fallen by around 19% (vs. the USD) when measured from peak 

to trough YTD so far. Both the RBNZ and government have responded 

with measures to support the economy but do not expect an immediate 

cure as policies do not kill virus and the NZD remains highly sensitive to 

external development. Nonetheless we believe policy measures are 
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needed to alleviate market stress (monetary) and relieve financial 

distress (fiscal) – and policymakers have been rapid and decisive with 

their response unlike the US administration where policy response is 

lacking due to Democrats and Republicans disagreement. NZD could 

potentially rebound sharply, from depressed levels when COVID-19 

narrative changes to a more upbeat tone – either on signs of containment 

or vaccine development, amid an environment of easier financial 

conditions, stimulus measures and China rebound (Wuhan to lift 

lockdown measures in 8 Apr). 

We had last revised NZD forecasts lower in our last FX Monthly (28 Feb) 

to reflect COVID-19 negative repercussions and our view that RBNZ could 

turn dovish soon. We deem it remains appropriate at this stage to retain 

the revised NZD forecasts (in bold).  

Forecast 2Q 2020 3Q 2020 4Q 2020 4Q 2020 

NZDUSD 0.6400           
(0.6600) 

0.6600           
(0.6800) 

0.6800           
(--) 

0.6800           
(--) 

Forecast in Parenthesis shows the previous forecast before we revised on 28 Feb 

2020 

 

Technically a NZD Rebound Is Not Ruled Out 

NZD traded a low of 0.5470 levels (19 Mar) and since then the pair has 

rebounded; last seen at 0.5770 levels. Bearish momentum on daily chart 

remains intact but shows tentative signs of fading. RSI shows signs of 

turning from oversold conditions. Technical rebound from depressed 

levels is not ruled out. Immediate resistance at 0.5770 (23.6% fibo 

retracement of 2020 high to low). Decisive break above this could see 

the pair extend its run towards 0.5960 (38.2% fibo). Support at 0.56, 

0.5470 levels.  

 

NZD (Daily): RSI Rising from Oversold Conditions 

 
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. 
  
 

Published by: 

 

 
 

Malayan Banking Berhad 

(Incorporated in Malaysia) 
 

    

Saktiandi Supaat Christopher Wong Fiona Lim  Yanxi Tan 

Head, FX Research Senior FX Strategist Senior FX Strategist FX Strategist 

saktiandi@maybank.com.sg wongkl@maybank.com.sg Fionalim@maybank.com.sg tanyx@maybank.com.sg 

(+65) 63201379 (+65) 63201347 (+65) 63201374 (+65) 63201378 

 


	ExDisclaimer
	FrontPage
	ToBeSaved06
	Title
	Rating
	ToBeSaved02
	ToBeSaved03
	ToBeSaved04
	ToBeSaved05
	AnalystTitle
	Analysts

