
Adding that …
“This decision reduces the risk that the OCR needs to increase by 
more later.” 

There is some hope in that … 
“The recovery is expected to strengthen and broaden. The 
Committee expects New Zealand’s export sector to remain resilient 
and household spending to gradually increase.” 

But there are also risks as … 
“The global economy is facing significant risks that could affect 
commodity prices and demand for exports.” 

And, as is always the case …
“Future policy decisions will depend on the Committee’s judgement 
of the balance of risks to medium-term inflation.” 

Comment:
The MPC remained ‘true’ to its guidance and rhetoric, hiking 
the OCR by 25bps to 2.75%. This underpins its continuing 
strategy of gradually removing stimulus. There was some 
‘fine-tuning’ in their inflation and OCR forecasts but only at 
the peripheral. 

The targeted return to a 2.0% inflation mid-point has been 
pushed out from Q3 27 to Q1 2028, although any forecasts 
remain exposed to volatile global oil prices. 

Interestingly, Hayley Gourley, Karen Silk, Prasanna Gai and 
Anna Breman saw upside risks to inflation relative to the 
central projection, while Paul Conway and Carl Hansen saw 
the risks as balanced.  

The central bank also eased forward its forecast of when the 
OCR will reach the widely perceived ‘neutral rate’ of 3.25%, 
from Q1 2028 to Q4 2027, but there is otherwise little 
difference from the OCR track provided in May. 

The statement noted that domestically financial conditions 
have tightened, while highlighting the limited pass through of 
higher wholesale interest rates to term deposit rates adding, “A 
greater pass through to deposit rates would be more consistent with 
the desired stance and transmission of monetary policy.” 

Once again there was a consensus across the Committee as, 
“All members agreed that gradually removing monetary stimulus 
is consistent with achieving the medium-term inflation target, 
conditional on the outlook.”

Market Implications:
While there was nothing overly ‘dovish’ in the statement, the 
reiteration of the modest tightening track presented in May is 
much more gradual than implied by market pricing. This saw 
swap rates immediately trade lower and the NZD weaken 
almost half a cent against the USD. 

The softening in the OCR outlook weighed most heavily on the 
short-end of the curve with FRAs off 5-7bps while swap pricing 
fell 4-5bps across the curve. As an example, the 2-year swap 
closed last night at 3.76%, lifted this morning to 3.78%, but is 
now back at 3.71%.

The NZD/USD fell from 0.5890 to 0.5850, a 0.75% drop on the 
day, while the NZD was 0.65% lower on the crosses, with the 
NZD/AUD falling through the 0.8200 level to be back at 0.8190.    

Noting that it is still about reducing stimulus...
“The Committee judges that gradually removing monetary stimulus 
is appropriate to return inflation to the 2.0% target mid-point while 
supporting growth and employment.”
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“The Monetary Policy Committee today reached consensus to increase the OCR by 25bps to 2.75%.”
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