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Key points

¢ Monthly net migration inflows eased in October after appearing to have found a reasonable base
over previous months.

e Visitor arrivals fell for the second consecutive month, but this could reflect a lack of airline
capacity rather than an indication of a developing trend.

e While slowing net migration will continue to take pressure off the housing market and consumer
spending, it will also add to the level of labour shortages within the economy.
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Assessment

Monthly net migration inflows softened in October. After appearing to have found a reasonable base over
the previous few months, a seasonally adjusted net inflow of just 260 people was recorded in October. This is
below the average monthly net inflow of the past six months of around 520 people. The 12-month net total is
now sitting at 7,517 people — the lowest level since the start of 2006. Australia remains the preferred
destination for long-term departures, accounting for 53 percent of departures in October. In the year to
October 2007, a net 26,500 people permanently migrated to Australia. This is up from 20,700 in the year to
October 2006. The largest source of long-term arrivals is from the UK, accounting for 24 percent of arrivals.

Short-term visitor arrivals fell again in October, but a lack of airline capacity may have played a
role. Seasonally adjusted visitor arrivals fell 2.6 percent in October, following a 3.4 percent decline in
September. Visitor arrivals are now down 3.6 percent on the October 2006 level. However, Statistics NZ noted
that that the impact of NZ residents returning from the 2007 Rugby World Cup could have affected the number
of airline seats available for overseas visitors in the month. The number of NZ residents returning from short-
term trips rose 2.4 percent in October. Hence, the decline in visitor arrivals over the past two months may not
be the start of a downward trend in tourist arrivals, but merely reflecting the lack of airline capacity to get to
NZ. The level of overseas visitor arrivals remains elevated, particularly given the level of the NZD. The impact
of the Rugby World Cup was also evident in the number of NZ residents departing on overseas trips in October,
which rose 1.5 percent in the month and are up 10.3 percent compared with October 2006.

There are limited monetary policy implications from today’s release. While slowing net migration will
continue to take pressure off the housing market and consumer spending — a welcome development for the
Reserve Bank — it will also add to the level of labour shortages within the economy and portends of continued
wage pressures. The outlook for migration remains one of uncertainty. It is far too early to say whether the
softening that occurred over October will continue, although we see the risks to migration as skewed to the
downside, particularly as the diverging paths for the NZ and Australian economies over the next 12-18 months
could see an increase in long-term departures across the Tasman.
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Disclaimer

This document has been prepared by ANZ National Bank Limited (the "Bank”), is provided for informational
purposes only and does not constitute an offer to sell or solicitation to buy any security or other financial
instrument. No part of this document can be reproduced, altered, transmitted to, copied to or distributed to
any other person without the prior express permission of the Bank.

This document is a necessarily brief and general summary of the subjects covered and does not constitute
advice. You should obtain professional advice before acting on the basis of any opinions or information
contained in it. The information contained in this document is given in good faith, has been derived from
sources perceived by it to be reliable and accurate and the Bank shall not be obliged to update any such
information after the date of this document. Neither the Bank nor any other person involved in the preparation
of this document accepts any liability for any opinions or information (including the accuracy or completeness
thereof) contained in it, or for any consequences flowing from its use.
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