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Disclaimer:

This presentation represents the view of the Monetary 
Policy Committee, not of any individual member
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The Monetary Policy Statement at a glance

Å The Reserve Bankôs 

Monetary Policy 

Statement (MPS) provides 

a quarterly picture of the 

New Zealand economy 

and where we think it is 

heading next.

Å It sets out how the Bank 

has implemented 

monetary policy and how it 

plans to do so in the next 

five years.
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ÅEmployment near its maximum sustainable level, inflation 

near but below the mid-point

ÅWeaker domestic and world growth

ÅLow global inflation pressures and declining nominal 

interest rates

ÅMore demand needed in NZ to boost inflation to target and 

keep employment near MSE

ü Some being delivered by fiscal policy and lower interest rates required 

to support more spending and investment from private sector

Overview
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Employment is near its maximum 
sustainable level

Mean of labour market indicators

(share of potential) 

Source: RBNZ estimates. Note: Shaded area shows the range of the suite of indicators.  
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Low inflation persists, despite capacity 
pressure

Core and headline inflation

(annual)

Source: Stats NZ, RBNZ estimates. 
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Declining international long -term interest 
rates reflect low growth and inflation

10-year government bond yields

Source: Bloomberg.
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Domestic growth has eased but remains 
near potential

GDP growth

(annual)

Source: Stats NZ, RBNZ estimates. 
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Weaker global conditions are contributing 
to the domestic slowdown

GDP growth

(annual)

Source: Haver Analytics, Stats NZ, RBNZ estimates. 
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Overseas central banks have eased monetary 
policy

Trading-partner policy rates

Source: Bloomberg. 

Note: Dotted lines are policy rate expectations implied by market pricing as at November 2018. Dashed lines are current expectations 

-142bps

-135bps
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House price inflation is weak, dampening 
household spending

National house price inflation 

(quarterly, s.a.)

Source: REINZ, RBNZ estimates.  
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Businesses also report a slow start in 2019

QSBO domestic trading activity and GDP growth

Source: Stats NZ, NZIER, RBNZ estimates.
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Domestic GDP growth projected to 
remain lower for longer

GDP growth

(annual)

Source: Stats NZ, RBNZ estimates. 
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Fiscal stimulus to support a lift in GDP 
ÇÒÏ×ÔÈȣ

Government consumption

(share of potential, s.a.)

Source: RBNZ estimates. 
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ȣÂÕÔ ÁÄÄÉÔÉÏÎÁÌ ÍÏÎÅÔÁÒÙ ÓÔÉÍÕÌÕÓ ÉÓ 
needed to achieve our objectives

Official Cash Rate

(quarterly average)

Source: RBNZ estimates. 
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Inflation rises to 2 percent by late 2021

Source: Stats NZ, RBNZ estimates. 

CPI inflation

(annual)
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Labour markets to tighten as monetary 
and fiscal stimulus lifts growth

Unemployment rate

(s.a.)

Source: Stats NZ, RBNZ estimates.
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Key uncertainties in the August Statement

Key judgement Uncertainty 

Global growth stabilises
¶ Global growth could deteriorate further

¶ Global growth rebounds: policy easing, uncertainties moderate

Domestic growth picks up

¶ Soft housing market weighs on consumption

¶ Fiscal policy more stimulatory 

¶ Weaker investment due to uncertainty

Underlying inflation increases
¶ Low imported inflation persists

¶ Firms could pass costs through faster
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Summary of macroeconomic indicators

Current*
Post-2000

average

GDP growth (Annual %) 2.5 2.8

CPI inflation (Annual %) 1.7 2.1

Employment growth (Annual %) ** 1.0 1.7

Unemployment rate (%) 3.9 5.0

Current account balance (% GDP) -3.6 -3.8

Source: Stats NZ, RBNZ estimates.

*GDP and current account balance data ends at March 2019. CPI, employment, and 

unemployment data end June 2019.

** Based on filled jobs in the Quarterly Employment Survey




