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Americas

Europe 1.890.467
e — certrmectrases
Eastern Mediterranean 346.276
— confirmed cases
Western Pacific 168,724
- confirmed cases
South-East Asia 143. 750
- P

Africa 61.163

= confirmed cases

29 Mlar 37 Apr 30




Perfect policy symmetry in response (thus far)

COVID-19 Policy Response
Jo
~$60bn LSAP ~660bn Fiscal Spend 2
- 208
$50bn Covid-19 Response
‘and Recovery Fund  ya
50 | . 16%
Gowvt ]:ieh;., LGFA debt, =420bn unallocated
Infiation-linked bonds stimulus initiatives? ¥ 14 5
40 .'E'
E 1T% :=|IE
z <516bn Job protection §
| & lob creation s
s il E
Support packages %
| [media, education) 53.1bn business
m. i pals .-. e 4 F i L
' Wage subsidy scheme sk =
S10.6bnpaid out]
{ paiout] 8800mil standby
; “® joan facility o
412 1bnfiscal relief }
package o
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Manetary Policy



An optimistic recovery, after severe damage m

% of GDP Forecast
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After decades of underinvestment, we invest. m

$ billion
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An optimistic recovery, after severe damage

Figure 1.18 — Uncertainty bands for selected forecast variables
B. Unemployment rate

A. Real GDP
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% of GDP

Deficit deeds done dirt cheap

Deficits require funding, and funding we get cheap.

Total Crown Operating Balance before Gains and Losses

4% 58b
0% 50b
4 5-8b
-8 - 5-16b
-12% $-24b
-16% 5-32b
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Year ending 30 June
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Level 4 Level3 Level2

' Grocery Stores The pre-lockdown pre-load. @
Christhr! nglgfgszr' E’

NIV We filled our freezers with meat, our cabinets
‘ : % all U AL with alcohol, and our bathrooms with (too
T T T WU U Ty T, 7~ much) toilet paper and sanitiser.
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-
w
o

=
(=1
o

" | Spending across all 3 has returned to ‘normal’
“ post-lockdown.

Source: Kiwibank
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Index, Mar19 = 100

Index, Mar19 = 100

~ Online Entertainment | During lockdown we went @

| digital.

in MM Al We went online for entertainment and retail
)\ (MR RILIRR] " therapy.

- - Spending across all 3 has remained elevated.

Are we seeing a structural shift? Yes, most
definitely. We already were.

' The Covid-lockdown has only accelerated the
digital move.
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Level 4 Level3 Level2
250

B & Hai
EEEssSii Unlockdown.
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We got haircuts, finally! And we went to
see our friends and family.

]\ A {\ A/ ﬂ[\ [\/\/\)\ We expect to see a continued lift in
! spending as more of us are allowed to fit
into every restaurant, bar and café.
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Flight Bookings
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Locked out.

Although we’ve seen a bounce in hotels and
accommodation, and a small lift in flights,
these areas are of most concern.

Even under level 1, foreign tourists will be
conspicuously absent.
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A climate change chance. Can we force change

Our spending on petrol (and diesel) has spiked right back to pre-lockdown levels. And there’s a
price difference. Petrol prices are lower today. So we must be buying a little more - perhaps to
get away.

We would hope Kiwi’s use their new found online powers to work from home more often.
Fewer cars on the road, and in the CBD, is a goal worth fighting for.
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Protectionism is proving populist but = deglobalisation

Protectionism is flaring up (again) post-crisis.

KOF Index of Globalisation
(1970-2015)

1970 1980 1990 2000 2010
m_ﬂ_Ju

— Index - De facto — Trade - De facto

Trade Restrictive Measures in G20
(Cumulative measures introduced from 2008)
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Source: WTO Secretariat
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We are geographically closer to the economic action
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“Whatever it takes” is currently 8% of GDP, soon to be 20%

S3bn of LGFA debt

dded to LSAP :
1,000 - adaed to May Budget 2020: ——
KEY: o 3yr TLF to align w BFGS i est. $50bn CRRF
Travel restriction Dividend & non-CET1 redemption ban 208
900 1 Monetary policy (RBNZ) [
Fiscal policy (Govt)
300 4 OMO corporate & ABS (repo) - 18%
- 16%
700 4 o
3 =
3 L 14% %
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g $6.25bn BFGS Remove LVR restrictions - 12%
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RBNZ Scenarios and Market Pricing M

— RBNZ central forecast Feb'20
- == RBNZ central forecast May'20
=== Market pricing pre-Covid-19
== CUrrent market pricing

Financial markets are pricing in
the risk of a NEGATIVE OCR.

-10bps represents:

* 70% of 50bp cut to-25bps

* 47% of 75bp cut to -50bps

Mar-20 Sep-20 Mar-21 Sep-21 19



The RBNZ'’s tool shed has some tried and some untested M

1. LSAPs (QE) are the most useful in the current crisis.

— LSAPs are designed to keep markets functioning and lower interest rates
throughout the economy. (oh, and they fund the Government)

2. Term Lending to banks would be the best next step.

— Cheap term funding will alleviate pressures and lower all bank rates (deposit
and lending).

3. FXintervention is useful, but success may be limited.

— The RBNZ can sell ‘unlimited’, freshy ‘minted’, NZDs. Success may be limited.

4. Negative rates are debatable at best. I'm not a fan...

— Evidence shows a perverse increase in savings, and lower inflation
expectations. But it could be seen as intergenerational wealth transfer...
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Our output will look more like a ‘W’ not a hopeful ‘V’

: . TABLE 1: GDP REDUCTION WHILE COVID-19

* . * ALERT LEVELS ARE IN PLACE GDP Growth
Annual % Change
Alert level GDP reduction (%) 25.0 -
Kiwibank Forecast
20.0 - —Downside Scenario
£ i 15.0 - —New Central Forecast
’ 2 10.0 -
4 37
5.0 ‘\/‘/\/\‘\/’\
"+ Source: RBNZ 0.0 v NG, '
- '5.0 N
-10.0
'1500 7
-20.0
-25.0
Source: StatsNZ, Kiwibank
-30.0
"“§§§§§§322ﬂ5ﬂ3=ﬁ3332
RRRERERERRRRARIRRRRARRRRG
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Job losses will mount, but wage subsidy will help & delay hit
.. We are forecasting peak unemployment of 10%, if the situation worsens we could @
easily see higher double digit UR for the first time since the early 1990s.

Unemployment rate
% of labour force

1600 H Kiwibank Forecast
1400 T
12.0 —New Central Forecast
—Downside Scenario
10.0 -
800 ]
600 ]
40
Source: StatsNZ, Kiwibank
2.0 | T T | I I ] I ] I I T I I I
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Housing market activity has been stopped in its tracks

Fundamentals, such as a shortage of affordable housing will remain. Meaning the @
drop in prices will be contained.

House Price Inflation
Annual % Change

—Downside Scenario

—Central Forecast

-
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I

Source: REAINZ, Kiwibank
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There are three fundamental pillars behind housing @

1. Mortgage rates are at record lows, with 2.99% on offer.
— The 12mth removal of LVRs will support credit growth.

2. We still have a chronic shortage of affordable homes.
— There is at least a shortage of 100,000 nationwide (mostly in Auckland).

3. Population growth... well it was.

— We have seen the largest migration boom ever recorded. But migration flows
will remain restricted.
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General inflation will head towards zero
The risk is a period of deflation.

Tradables vs non-tradables inflation
% yoy

7.0

—Headline CPI
— Tradables
——Non-Tradables
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-2.0 -
Sources: Statistics NZ, Kiwibank
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Thank you.....and here’s our disclaimer!

All content is for information only, is subject to change
and is not a substitute for commercial judgement or
professional advice, which should be sought prior to
entering any transaction. To the extent permitted by
law Kiwibank disclaims liability or responsibility to
any person for any direct or indirect loss or damage

that may result from any act or omission by any person

in relation to the material.
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