


At a glance

The house price retreat continued ...but was August’s 9.4% rise in

in August... house sales a “green shoot"?
44 354 L 15000
Unprecedented —,
30
31 55 12500
21 v 20
& c Green 10000
5 % 151 shoot or g
;; 1 g 10,\,\f\‘ ff,fo, L 7500;
: 2 s ! ; 2
£ S o \ /\ Y | L 5000
) W \
Z _17 i i / _57 \J
Lockdown disruption r 2500
n 10
-15 o S o 0
3] 06 08 10 12 14 16 18 20 22 24 26
00 02 04 06 08 10 12 14 16 18 20 22 —REINZ HPI, LHS — House sales (adv. 3 mths), RHS
If so, that would be against the More properties available for sale...
fundamentals of a rising OCR...
5.00% - 55+
4.75% - 50
4.50% -
—~ 451
4.25% - 3
= 401
4.00% - T s
3.75% - @ 35
o
3.50% - £ 30/
3.25% - g .|
3.00% g ”
. 0 1 = 207
2.75% . . . . . . . . ,
Current Mar-23 Sep-23 Mar-24 Sep-24 154
Future date 10
_,\R,Ii’r\'kzefgﬂgf‘rfg(?&ra;’gg) ANZ (Qtr end) 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23
...still-dire, but improving ...and significant erosion of the
unaffordability (prices to rents) housing deficit
20
35.0
32.59 154 Excess I
demand
30.01
107/\ /\—/‘
27.51
2 2301 g °f \A/vvl\/\-\.-/-' l\/\/
2 22.5] 8 ol
20.01
_5,
17.51
15.0 -10 Excess J
supply
s s
94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 02 04 06 08 10 12 14 16 18 20 22 24

Supply-demand imbalance —New housing demand —New housing supply

Source: RBNZ, REINZ, Stats NZ, CorelLogic, Macrobond, Bloomberg, ANZ Research

This is not personal advice nor financial advice about any product or service. The opinions and research contained in this document
are provided for information only, are intended to be general in nature and do not take into account your financial situation or goals.
Please refer to the Important Notice.

ANZ New Zealand Property Focus | September 2022 2



@ Contact

Sharon Zollner, Miles
Workman, or David
Croy for more details.

See page 11
INSIDE
At a glance 2
Housing Market Overview 4

Regional Housing Market
Indicators 8

Mortgage Borrowing Strategy 9
Weekly Mortgage

Repayment Table 10
Mortgage Rate Forecasts 10
Economic Forecasts 10
Important Notice 12

ISSN 2624-0629

Publication date: 28 September 2022

Summary

Our monthly Property Focus publication provides an independent appraisal of
recent developments in the residential property market.

Housing market overview

The housing market continues to evolve in line with our forecast for a 15%
peak-to-trough decline in prices, with the August data suggesting we're about
two thirds of the way through that. From a fundamentals perspective, we don't
see any good reasons why the housing market might suddenly turn a corner
over the coming months. Mortgage rates are still lifting, housing scarcity has
been greatly eroded, and affordability remains dire (albeit a little better).
Importantly, if the market does put out any green shoots while the labour
market remains too tight and CPI inflation too high, the OCR (and mortgage
rates) will very likely need to go higher than otherwise. And for households with
a high debt-to-income ratio, that would be particularly bad news. But the RBNZ
has to tame inflation, and if tightening isn’t working as quickly as needed, they
will do more until they get the balance right. We've recently lifted our
expectation for how high the OCR will need to go. See our Market Overview.

Mortgage borrowing strategy

Fixed mortgage rates have either increased or stayed the same since our last
edition of the Property Focus. The biggest change has come in the 1-year part
of the curve, with most banks unwinding earlier cuts as sharp rises in wholesale
interest rates made those specials unsustainable. Although this turnaround has
taken the average 1-year fixed rate to a fresh high for the cycle, 3 to 5-year
rates are unchanged or slightly lower, reducing the step-up to fix for longer. We
have recently upgraded our OCR forecasts and now expect more RBNZ hikes.
Global interest rate markets have also become much more volatile, and
sovereign bond yields continue to trend higher across the world. Upside risks
around inflation in turn speak to the odds of more OCR hikes, and also imply
limited scope for the OCR to fall even if the economy sours. Floating rates have
not changed, but for most banks, this is the most expensive rate on offer. See
our Mortgage Borrowing Strategy.
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Housing market overview

Summary

The housing market continues to evolve in line with
our forecast for a 15% peak-to-trough decline in
prices, with the August data suggesting we're about
two thirds of the way through that. From a
fundamentals perspective, we don't see any good
reasons why the housing market might suddenly turn
a corner over the coming months. Mortgage rates are
still lifting, housing scarcity has been greatly eroded,
and affordability remains dire (albeit a little better).
Importantly, if the market does put out any green
shoots while the labour market remains too tight and
CPI inflation too high, the OCR (and mortgage rates)
will very likely need to go higher than otherwise. And
for households with a high debt-to-income ratio, that
would be particularly bad news. But the RBNZ has to
tame inflation, and if tightening isn’t working as
quickly as needed, they will do more until they get
the balance right. We've recently lifted our
expectation for how high the OCR will need to go.

An orderly retreat, but still unaffordable

August’s 1.3% m/m fall (ANZ seasonal adjustment)
in the REINZ House Price Index (HPI) saw this
measure of house prices 9.5% below its November
2021 peak. As figure 1 shows, prices have been
slipping a little more than 1% per month on average
since late last year. Our forecast is for monthly
declines to continue at roughly this pace for the
remainder of the year, before gradually finding a floor
over the first half of 2023. All up, price declines to
date leave prices about two thirds of the way through
the 15% peak to trough decline we have pencilled in.
That might sound drastic, but given the exceptionally
high starting point, it's very much “soft landing” stuff.

Figure 1. Monthly house price inflation (sa)

but also rents and wages) are rising, further reducing
the relative price of houses. So while the post-
pandemic surge took the housing market to the next
level in terms of unaffordability (typically defined as
house prices relative to incomes and rents),
affordability metrics are now improving from both
sides of the ratio. The numerator (house prices) is
doing more of the work, but a 7% increase in
average hourly earnings isn’t exactly chump change
when it comes to improving the affordability of
houses either.

Of course, there’s a lot more to household income
than just hourly wages, and it’s a complicated
dataset for Stats NZ to gather. Accordingly, we’ll
have to wait a while longer for the next proper read
on household income. But rents data is pretty timely,
and it shows that the house-price-to-rent ratio has
fallen from a recent peak of just under 33 times
annual rents to slightly above 29 times as at July
2022. That's still “stretched”, but a considerable
improvement - about a 12% improvement, in fact.
Broadly, however, it would certainly be a push to look
at current affordability indicators and conclude New
Zealand housing is now affordable. It’s just a little
less dire.

Figure 2. Median sale price to annualised median rents
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Indeed, following the 45% house price surge in the
wake of the pandemic, a 15% retracement is hardly a
big correction. But it’s important to note that while
house prices are falling, other prices (not just CPI,
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Green shoots or false floor?

House price momentum remains southbound, and the
number of days it is taking to sell a house is still
increasing (up 2 in August to 46 — which is very much
in cool-market territory). However, there was a sharp
rise in seasonally adjusted sales in August, which
made our ears prick up a little. That's because sales
tend to be a decent leading indicator for price
momentum, and the 9.4% bounce in sales in August
was solid. That said, as figure 3 (over) clearly shows,
house sales can be volatile month-to-month, so it may
prove to be little more than a blip. One data point
certainly does not make (or in this case, break) a
trend.



Housing market overview

Figure 3. House prices vs house sales
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Market fundamentals remain consistent with ongoing
downwards price pressure:

e Based on our forecast for a peak OCR of 4.75%,
mortgage rates are likely to continue rising (see
our Mortgage Borrowing Strategy). And while
household incomes are certainly growing at pace
on the back of the exceptionally tight labour
market, rising mortgage rates will be a drag for
anyone looking to borrow (or currently indebted) —
particularly at a reasonably high debt-to-income
ratio (more on this later).

e The number of properties available for sale held
steady at a 6-year high in August (figure 4),
despite strong sales. Spring typically brings a
surge in listings as well as sales. All else equal,
relatively elevated inventories (if maintained)
should limit how nutty the market is able to get
when it does eventually find a floor.

Figure 4. Number of properties available for sale

border was closed. This is particularly the case in
Auckland. The housing market may not always
follow fundamental supply-demand imbalance in
the short run, but it is a significant anchor for the
longer-run picture, and it suggests limited scope
for significant price rises when the mood does
finally turn.

Figure 5. Housing supply-demand imbalance
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e New housing supply continues to play catch-up
with new demand (figure 5), meaning the
“housing deficit” is rapidly eroding - by our
estimates to the tune of 65,000 houses since the
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But broadly, it’s this *"mood” that we need to keep an
eye on, as it will likely have a lot to say over the
coming months. We’ve spoken about the animal spirits
component of housing outcomes many times before,
highlighting that FOMO (fear of missing out) and FOOP
(fear of overpaying) are merely characterisations of
the extremes of this. And with recent anecdote
suggesting buyer interest has been picking up lately in
some regions (from very low levels), the strong lift in
house sales in August may well represent a portion of
buyers who think this is a good time to get ahead of
the market before it tightens again over summer.

But just because buyer interest picked up a little early
this year, that doesn’t necessarily mean the overall
market is tightening. As mentioned, listings also tend
to rise over the spring, meaning the true test for the
market still lies ahead. Higher trading volumes over
spring and summer will certainly hasten the pace at
which the market clearing price is discovered, but at
this stage we’re not at all convinced this is pointing to
a change in direction. But we are watching very closely
for green shoots that might suggest to the Reserve
Bank that more broad-spectrum herbicide is required.

Further mortgage rate increases to
maintain downwards pressure on prices

As we've been outlining for a while now, it's hard to
get too optimistic on the housing outlook when broad
economic conditions are such that CPI inflation is way
too high, and the RBNZ needs to do everything within
its power to guide the economy towards a more
sustainable trajectory. Indeed, a persistently



Housing market overview

overstretched labour market and too-high core
inflation pressures represent a significant upside risk
to the OCR. That is, while strong wage/income growth
means households might be able to afford a higher-
than-otherwise mortgage payment, all else equal, the
OCR will need to more than keep pace to ensure
households are squeezed enough for monetary
tightening to get traction. In other words, the OCR will
go as high as it needs to go to get the job done. The
hard part is gauging the likely net impacts of rate
hikes, as the situation will vary significantly from
household to household.

To illustrate that point, figure 6 provides a couple of
scenarios showing how a household’s debt servicing
burden might change after household income growth
has been subtracted from the impact of rising interest
rates (we don’t examine here the impact of other cost
of living pressures, such as high CPI inflation). What
the scenarios really demonstrates is that the potency
of monetary tightening on an individual household is
very much dependent on their-debt to-income (DTI)
ratio, and how fast their income is growing.

We examine the impact of a 300 basis point increase
to a household’s debt-servicing cost. That is very
roughly how much things changed (in aggregate) a
year on from when fixed mortgage rates troughed in
mid-2021. Then we have two income growth
scenarios:

e Income lifts 5%. That is roughly our mid-2021
expectation of where we thought income growth
would sit over the following year.

e Income lifts 7%. That is roughly what actually
happened over the year to June 2022.

Figure 6. Change in income-adjusted debt servicing cost
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1 We assume household net disposable income grows 6%
y/y on average, with household credit growth averaging
around 4% y/y (on the back of the slowing housing
market).
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The results are very intuitive. Households with a debt
to income (DTI) ratio of 1 or below will still be better
off in net terms when income is growing faster than
their debt servicing burden (abstracting from other
living costs). A household with a DTI of 2 will stand
still when income grows at exactly double the pace
their debt-servicing burden does. A ratio of 3 requires
triple-pace income growth to hold steady, and so on.
It’s a linear relationship and it’s simple to calculate any
combination. For example, a recent first-home buyer
with a DTI of 6, a 300bp increase to their servicing
burden over the past year, and income growth of 7%
will experience more than a 10% erosion of their net
income from higher debt-servicing costs.

Figure 6 provides two key insights:

1. For households with a debt-to-income ratio of 2,
the recent upside surprise on wage growth (7% vs
5%) is the difference between a household being
squeezed or not in a net sense through the
mortgage servicing channel. At a DTI ratio of 3 or
higher, the change in servicing costs more than
offsets income growth.

2. High-DTI ratio households are very unlikely to be
able to hide from rising rates, and will therefore
bear the brunt of monetary tightening. But even
within this group, income growth will have been
highly variable, with the squeeze also therefore
unevenly distributed.

NZ-wide (ie using aggregated data), household debt
relative to income is currently just under 1.7 times
(figure 7). Plugging in our expectation for household
credit growth and household income growth suggests
the ratio will slip slightly to around 1.6 times over the
next year or two.!

Figure 7. NZ-wide debt to income ratio
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At 1.7 times, the aggregated DTI ratio suggests Figure 8. Debt-to-income ratio for new commitments to
income growth at around 7% combined with a 300 first-home buyers

basis point increase in the servicing burden over the
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growth for anyone with a mortgage, while also %1,500
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had come in at a still-solid 5%. And the small positive Between 4 and 5 mBetween 5 and 6
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strong job security) could make a big difference at a Source: RBNZ, ANZ research

psychological level if it means the difference between

keeping up with a rising debt servicing burden or not. So what does it all mean for getting monetary policy
The latter scenario would likely see a sharper pace of settings just right (ie not too painful, but packing
belt tightening, and if that’s what the RBNZ need to enough punch to slow the aggregate inflation

see, then this is a good argument to front-load OCR impulse?). This is actually a much harder question to
hikes (ie get in before wage growth erodes the answer than it first appears.

potency). First, the RBNZ doesn’t actually need to target a net-
worse-off situation for the “average” household. They
need to target the marginal household that tips the
broader balance between economic supply and
demand. But unfortunately, the degree of
unmeasurable variables required to make this
calculation means there will always be a bit of a feel-
your-way approach required:

But importantly, the aggregated data hides the uneven
nature of monetary tightening: it'll always be
households with high debt-to-income ratios that feel
the sting of monetary tightening, and unfortunately
after an episode of such rapid house price inflation,
that'’s likely to put recent first-home buyers under
pressure.

e Past and future fixing behaviour matters, as this

will affect the (variable) lags with which higher
rates bite (figure 9).

The RBNZ publishes DTI data for new mortgage
commitments, and while things move around a bit,
new loan commitments to first-home buyers are most

likely to be at a DTI ratio between 4 and 6, with a Figure 9. Residential mortgages by fixed term
relatively small share above 6 times. However, as
figure 8 shows, there was some increase in the 400 -
number of loans at a DTI ratio above 6 when the 350 -
housing market started taking off like a rocket in 300
2020. Given the relatively short time frame for these 56% of
households to chip away at principal, that suggests £ mortgages
there will be a lot of interest rate pain being felt for Q 200 or fixed for
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¢ New loan commitments to owner occupiers that 100
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Fixed 6mths to <lyr MFixed <6émths " Floating
most common).

Source: RBNZ, ANZ research
e New loan commitments to investors (3 or below is
also most common).
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e Income growth can vary a lot by region, sector,
skill level and experience.

e Every household will have a different share of
discretionary spending in their budget (things you
can cut back on), depending on both income level
and household structure (eg having children may
increase the non-discretionary share).

e The economic backdrop also matters. Households
might be going backwards in a real net income
sense (ie after inflation and higher debt-servicing
burdens), but if they feel this is temporary, that
they are still saving by paying down debt, and that
they have high job security, they may behave very
differently than the counterfactual. That is, the
same degree of policy tightening for the same
economic outcomes may (for a time at least) yield
different macroeconomic outturns, depending on

So while the recent surge in house prices (and the
debt burden that sits behind that) suggests some
households will be feeling very uncomfortable as rates
rise, it's not a guarantee that their financial squeeze
will be enough to get the inflation-taming job done.
And the more insulated households are to the impacts
of rising interest rates, the more work the RBNZ will
probably need to do in order to take the heat out of
demand and inflation. It's not pretty, and it certainly
isn't ‘fair’ across the DTI spectrum, but the alternative
of letting high inflation get entrenched is much worse.
Our updated, higher OCR forecast is based heavily on
this premise: high income growth is a partial but
significant offset to the monetary tightening delivered
so far. To our minds, that rates outlook keeps our
forecast for a 15% peak to trough decline in house
prices firmly in play, despite some recent evidence of
potentially premature green shoots.

the ‘fear factor’.

e And let’s not forget the fact that some households
opted to maintain their mortgage payments as
rates fell, meaning less adjustment and more
wiggle room as rates rise.

Housing market indicators for August 2022 (based on REINZ data seasonally adjusted by ANZ Research)

Median house price House price index # of Monthly  Average

Level Annual % 3-mth % Annual % 3-mth % Mmonthly % days to
change change change change sales change sell
Northland $680,807 -1.1 -5.5 7.8 -1.5 154 +3% 53
Auckland $1,114,484 -8.2 -1.7 -9.5 -4.3 1,640 +7% 47
Waikato $787,479 0.1 -1.3 1.2 -2.1 483 +5% 46
Bay of Plenty $920,001 6.6 -0.2 -2.9 -3.6 347 +5% 57
Gisborne $615,961 14.5 -6.5 -7.6 -3.5 41 -4% 43
Hawke’s Bay $720,329 1.1 -4.6 -7.6 -3.5 200 +17% 56
Manawatu-Whanganui $576,250 -6.3 -2.6 -7.8 -4.0 244 +8% 56
Taranaki $647,681 12.6 -1.0 6.1 -1.0 161 +14% 41
Wellington $817,605 -8.7 -6.9 -17.0 -6.4 560 +1% 58
Tasman, Nelson & Marlborough $753,303 1.9 -0.7 167 -5% 51
Canterbury $663,327 4.7 -0.6 6.0 -1.3 826 +3% 35
Otago $704,911 1.8 2.5 0.3 -1.6 371 +9% 52
West Coast $342,183 25.8 -6.9 0.6 -2.8 36 +31% 39
Southland $448,383 10.0 -1.0 5.5 -1.6 129 +1% 39
New Zealand $815,870 -5.9 -2.8 -5.7 -3.3 5,430 +9% 46
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Mortgage borrowing strategy

This is not financial advice about any product or service.
The opinions and research contained in this document
are provided for information only, are intended to be
general in nature and do not take into account your
financial situation or goals. Please refer to the
Important Notice.

Summary

Fixed mortgage rates have either increased or stayed
the same since our last edition of the Property Focus.
The biggest change has come in the 1-year part of the
curve, with most banks unwinding earlier cuts as sharp
rises in wholesale interest rates made those specials
unsustainable. Although this turnaround has taken the
average 1-year fixed rate to a fresh high for the cycle,
3 to 5-year rates are unchanged or slightly lower,
reducing the step-up to fix for longer. We have recently
upgraded our OCR forecasts and now expect more
RBNZ hikes. Global interest rate markets have also
become much more volatile, and sovereign bond yields
continue to trend higher across the world. Upside risks
around inflation in turn speak to the odds of more OCR
hikes, and also imply limited scope for the OCR to fall
even if the economy sours. Floating rates have not
changed, but for most banks, this is the most
expensive rate on offer.

The biggest changes seen in the mortgage market over
the last month have been the rebound in 6-month to 4-
year fixed rates, which are generally higher. Floating
rates are unchanged, but the average 1-year rate now
stands at 5.38%, which is a new high for the cycle.

That isn't much higher than where we recorded it in
July (on average across the big-4 banks), but as noted,
it is a new high. It comes after an offshore-led breather
in wholesale rates saw mortgage rates drop for a time,
as markets contemplated global recession risks and
concluded that central banks accordingly might *blink’
and stop hiking policy rates.

However, inflation has proven to be stickier than many
expected, and central banks across the global have
made it clear that they will be guided by where inflation
is heading, rather than where growth is heading.
Among other things, that suggests that policy rates will
remain elevated, even if growth slows.

Acknowledging increased inflation risks, we lifted our
OCR forecast earlier in September, adding a further
three 25bp hikes to our forecasts. We now expect the
OCR to peak at 4.75% in mid-2023. If we are right, it
is likely that many shorter-term fixed rates will start to
push above 6%, which is clearly higher than where
they are now. Of course, inflation may decline more
quickly, making these extra hikes unnecessary. But
even having upgraded our OCR forecasts, there are
risks to the upside too. For example, the lower NZD
exchange rate is making imported goods and services
more expensive, and our exports more competitive.

And another risk to mortgage rates is what’s happening
offshore, with sovereign bond yields and credit spreads
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widening as markets push back on spendthrift
government spending plans, and as global bond
markets react to the unwind of COVID-era quantitative
easing programmes. Although this movement started
in the UK (where 10-year government bond yields have
surged from 234% at the end of August to around
4%%% as we go to print), the ripple effects have been
(and are likely to continue to be) felt in New Zealand.

Given the risks around inflation, the ominous global
interest rate backdrop and the now-lower step-up from
a 1-year fixed rate (typically the cheapest) to longer
fixed rates out to around 3 years, we think it makes
sense to at least consider fixing a portion of debt for
longer. Fixing for 4 or 5 years may also appeal, but in
some cases, those rates are much less attractive as
banks compete more aggressively in the 1 to 3-year
part of the curve.

Regular readers will be familiar with break-evens. Right
now, they show that the 1-year rate only needs to rise
to 5.90% in a year’s time before it'd end up being
cheaper being fixed for 2 years at 5.64%. Yet if we are
right and the OCR needs to go to 4.75% (or beyond),
it's easy to envisage the 1-year going above 6%. The
step-up to 3 years is also pretty small (at 5.81% vs
5.38% and 5.649% for 1 and 2-years respectively). The
extra certainty longer fixes offer may appeal to some
borrowers, especially if those rates are still affordable,
and capacity to withstand a surprise upward jump in
interest rates is limited.

Figure 1. Carded special mortgage rates”
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Table 1. Special Mortgage Rates
Breakevens for 20%+ equity borrowers

Term Current in 6mths in1lyr in18mths in 2 yrs
Floating 6.83%

6 months 5.34% 5.42% 6.01% 5.79% 6.07%
1 year 5.38% 5.71% 5.90% 5.93% 6.16%
2 years 5.64% 5.82% 6.03% 6.27% 6.66%
3 years 5.81% 6.08% 6.40% 6.46% 6.57%
4 years 6.15% 6.27% 6.40%

5 years 6.20% #Average of “big four” banks

~ Average of carded rates from ANZ, ASB, BNZ and Westpac.

Source: interest.co.nz, ANZ Research



Key forecasts

Weekly mortgage repayments table (based on 25-year term)

256 263 270 276 283 290 297 304 311 319 326 333 341 348

320 329 337 345 354 363 371 380 389 398 407 417 426 435
385 394 404 415 425 435 446 456 467 478 489 500 511 522
449 460 472 484 496 508 520 532 545 558 570 583 596 610

513 526 539 553 566 580 594 608 623 637 652 667 682 697
577 592 607 622 637 653 669 684 701 717 733 750 767 784
641 657 674 691 708 725 743 761 778 797 815 833 852 871
705 723 741 760 779 798 817 837 856 876 896 917 937 958
769 789 809 829 850 870 891 913 934 956 978 1,000 1,022 1,045
833 854 876 898 920 943 966 989 1,012 1,036 1,059 1,083 1,108 1,132
897 920 944 967 991 1,015 1,040 1,065 1,090 1,115 1,141 1,167 1,193 1,219
961 986 1,011 1,036 1,062 1,088 1,114 1,141 1,168 1,195 1,222 1,250 1,278 1,306
1,025 1,052 1,0v8 1,105 1,133 1,160 1,188 1,217 1,246 1,274 1,304 1,333 1,363 1,393
1,089 1,117 1,146 1,174 1,204 1,233 1,263 1,293 1,323 1,354 1,385 1,417 1,448 1,480
1,154 1,183 1,213 1,244 1,274 1,306 1,337 1,369 1,401 1,434 1,467 1,500 1,534 1,567
1,218 1,249 1,281 1,313 1,345 1,378 1,411 1,445 1,479 1,513 1,548 1,583 1,619 1,655
1,282 1,315 1,348 1,382 1,416 1,451 1,486 1,521 1,557 1,593 1,630 1,667 1,704 1,742

Mortgage rate projections (historic rates are special rates; projections based on ANZ’s wholesale rate forecasts)

Floating Mortgage Rate 4.9 51 5.9 6.8 7.9 8.2 8.7 8.7 8.7 8.7
1-Yr Fixed Mortgage Rate 3.6 3.9 51 54 5.9 6.2 6.2 6.2 6.2 6.2
2-Yr Fixed Mortgage Rate 4.3 4.5 5.6 5.6 6.1 6.5 6.5 6.5 6.5 6.4
5-Yr Fixed Mortgage Rate 4.9 51 6.3 6.2 6.7 7.1 7.1 7.1 7.1 6.9

Source: RBNZ, ANZ Research

Economic forecasts

GDP (Annual % Chg) 3.0 1.0 0.4 5.0 2.1 2.6 1.6 1.4 1.4 1.4
CPI Inflation (Annual % Chg) 5.9 6.9 7.3 6.7 6.1 5.0 3.9 3.1 2.5 2.3
Unemployment Rate (%) 3.2 3.2 3.3 3.3 3.4 3.4 3.6 4.0 4.5 4.8
House Prices (Quarter % Chg) 3.8 -2.2 -3.2 -3.6 -3.1 -2.2 -0.9 0.1 0.2 0.4
House Prices (Annual % Chg) 26.2 14.1 3.5 -5.4 -11.6 -11.6 -9.4 -5.9 -2.7 -0.1
Interestrates  Dec-2l Mar-22 Jun-22 Sep-22 Dec22 Mar-23 Jun-23 Sep-23 Dec23 Mar-24
Official Cash Rate 0.75 1.00 2.00 3.00 4.00 4.25 4.75 4.75 4.75 4.75
90-Day Bank Bill Rate 0.97 1.61 2.86 3.81 4.27 4.77 4.85 4.85 4.85 4.85
10-Year Bond 2.39 3.22 3.86 4.29 4.50 4.75 4.75 4.75 4.75 4.50

Source: ANZ Research, Statistics NZ, RBNZ, REINZ
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Important notice

Last updated: 1 September 2022

This document (which may be in the form of text, image, video or audio) is intended for ANZ's Institutional, Markets and
Private Banking clients. It should not be forwarded, copied or distributed. The opinions and research contained in this
document are (a) not personal advice nor financial advice about any product or service; (b) provided for information only;
and (c) intended to be general in nature and does not take into account your financial situation or goals.

This document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and
observe all relevant restrictions.

Disclaimer for all jurisdictions: This document is prepared and distributed in your country/region by either: Australia and New
Zealand Banking Group Limited (ABN11 005 357 522) (ANZ); or its relevant subsidiary or branch (each, an Affiliate), as appropriate or
as set out below.

This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (recipients).

This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by
ANZ to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.

Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or
regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and
services mentioned in this document may not be available in all countries.

ANZ in no way provides any financial, legal, taxation or investment advice to you in connection with any product or service discussed in
this document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice
having regard to their particular circumstances.

Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ
does not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform
you of any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document.

Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis.
Unless specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all
price information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.

ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in
both profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in
this document may not be suitable for all investors, and transacting in these products or services may be considered risky.

ANZ expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection
with this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by
any regulatory body or authority in any jurisdiction.

ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in
the products or services described in this document, and their staff and introducers of business may share in such fees or remuneration
that may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further,
they or their customers may have or have had interests or long or short positions in the products or services described in this document,
and may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in
such products. This document is published in accordance with ANZ'’s policies on conflicts of interest and ANZ maintains appropriate
information barriers to control the flow of information between businesses within it and its Affiliates.

Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of
interest.

Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking
Group Limited (ANZ).

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here
or request from your ANZ point of contact.

Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered
or sold in Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM.
Brunei, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on a
cross-border basis.

Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request.

This does not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the
basis of, or be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake
banking operations or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree,
represent and warrant that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing
the terms of our engagement.

Canada. This document is general information only, is intended for institutional use only — not retail, and is not meant to be tailored to
the needs and circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell
any security or other financial instrument or to employ a specific investment strategy.

Chile. You understand and agree that ANZ Banking Group Limited is not regulated by Chilean Authorities and that the provision of this
document is not subject to any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile.

Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice.

Fiji investors must seek licensed professional advice should they wish to make any investment in relation to this document.

Hong Kong. This document is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities. The contents of this document have not been reviewed by any regulatory authority in Hong Kong. If you
are in any doubt about any of the contents of this document, you should obtain independent professional advice.

India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on
it your name and place of printing.

Israel. ANZ is not a holder of a licence granted in Israel pursuant to the Regulation of Investment Advising, Investment Marketing and
Portfolio Management Law, 1995 (“Investment Advice Law"”) and does not hold the insurance coverage required of a licensee pursuant
to the Investment Advice Law. This publication has been prepared exclusively for Qualified Clients as such term is defined in the First
Schedule to the Investment Advice Law. As a prerequisite to the receipt of a copy of this publication a recipient will be required to
provide confirmation and evidence that it is a Qualified Client. Nothing in this publication should be considered Investment Advice or
Investment Marketing as defined in the Investment Advice Law. Recipients are encouraged to seek competent investment advice from a
locally licensed investment adviser prior to making any investment.

Macau. Click here to read the disclaimer for all jurisdictions in Mandarin. #&i]. REILARILFABENAEEX N R IZTERIP AR,

Myanmar. This document is intended to be general and part of ANZ's customer service and marketing activities when implementing its
functions as a licensed bank. This document is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).
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New Zealand. This material is for information purposes only and is not financial advice about any product or service. We recommend
seeking financial advice about your financial situation and goals before acquiring or disposing of (or not acquiring or disposing of) a
financial product.
Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business
or provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman (CBO) or Oman’s
Capital Market Authority (CMA). The information contained in this document is for discussion purposes only and neither constitutes
an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital
Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani
securities in Oman as contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision
1/2009). ANZ does not solicit business in Oman and the only circumstances in which ANZ sends information or material describing
financial products or financial services to recipients in Oman, is where such information or material has been requested from ANZ and
the recipient understands, acknowledges and agrees that this document has not been approved by the CBO, the CMA or any other
regulatory body or authority in Oman. ANZ does not market, offer, sell or distribute any financial or investment products or services
in Oman and no subscription to any securities, products or financial services may or will be consummated within Oman. Nothing
contained in this document is intended to constitute Omani investment, legal, tax, accounting or other professional advice.
People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China)
Company Limited (ANZ China). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on
speculative transactions and CNY/CNH arbitrage trading. If this document is distributed by ANZ or an Affiliate (other than ANZ China), the
following statement and the text below is applicable: No action has been taken by ANZ or any affiliate which would permit a public offering
of any products or services of such an entity or distribution or re-distribution of this document in the PRC. So, the products and services of
such entities are not being offered or sold within the PRC by means of this document or any other document. This document may not be
distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and
regulations. If and when the material accompanying this document relates to the products and/or services of ANZ China, the following
statement and the text below is applicable: This document is distributed by ANZ China in the Mainland of the PRC.
Peru. The information contained in this document has not been, and will not be, registered with or approved by the Peruvian
Superintendency of the Securities Market (Superintendencia del Mercado de Valores, SMV) or the Lima Stock Exchange (Bolsa de Valores
de Lima, BVL) or under the Peruvian Securities Market Law (Legislative Decree 6 861), and will not be subject to Peruvian laws applicable
to public offerings in Peru. To the extent this information refers to any securities or interests, it should be noted the securities or interests
may not be offered or sold in Peru, except if (i) such securities or interests were previously registered with the Peruvian Superintendency
of the Securities Market, or (ii) such offering is considered a private offering in Peru under the securities laws and regulation of Peru.
Qatar. This document has not been, and will not be:
e lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority,
QFC Regulatory Authority or any other authority in the State of Qatar (Qatar); or
e authorised or licensed for distribution in Qatar, and the information contained in this document does not, and is not intended to,
constitute a public offer or other invitation in respect of securities in Qatar or the QFC.
The financial products or services described in this document have not been, and will not be:
e registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
e authorised or licensed for offering, marketing, issue or sale, directly or indirectly, in Qatar.
Accordingly, the financial products or services described in this document are not being, and will not be, offered, issued or sold in Qatar,
and this document is not being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the financial products or
services described in this document and distribution of this document is being made in, and is subject to the laws, regulations and rules of,
jurisdictions outside of Qatar and the QFC. Recipients of this document must abide by this restriction and not distribute this document in
breach of this restriction. This document is being sent/issued to a limited number of institutional and/or sophisticated investors (i) upon
their request and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any
person other than the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.
Singapore. This document is distributed in Singapore by ANZ solely for the information of “accredited investors”, “expert investors” or (as
the case may be) “institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of Singapore). ANZ is licensed
in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a financial adviser’s licence under Section
23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection with, the distribution
of this document in Singapore, please speak to your usual ANZ contact in Singapore.
United Arab Emirates (UAE). This document is distributed in the UAE or the Dubai International Financial Centre (DIFC) (as applicable)
by ANZ. This document does not, and is not intended to constitute: (a) an offer of securities anywhere in the UAE; (b) the carrying on or
engagement in banking, financial and/or investment consultation business in the UAE under the rules and regulations made by the Central
Bank of the UAE, the Emirates Securities and Commodities Authority or the UAE Ministry of Economy; (c) an offer of securities within the
meaning of the Dubai International Financial Centre Markets Law (DIFCML) No. 12 of 2004; and (d) a financial promotion, as defined
under the DIFCML No. 1 of 200. ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (DFSA) ANZ DIFC Branch is
regulated by the Dubai Financial Services Authority (DFSA). The financial products or services described in this document are only
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United Kingdom. This document is distributed in the United Kingdom by Australia and New Zealand Banking Group Limited (ANZ) solely
for the information of persons who would come within the Financial Conduct Authority (FCA) definition of “eligible counterparty” or
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client”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK Financial Services and
Markets Act 2000 or under the regulatory system as defined in the Rules of the Prudential Regulation Authority (PRA) and the FCA. ANZ
considers this document to constitute an Acceptable Minor Non-Monetary Benefits (AMNMB) under the relevant inducement rules of the
FCA. ANZ is authorised in the United Kingdom by the PRA and is subject to regulation by the FCA and limited regulation by the PRA.
Details about the extent of our regulation by the PRA are available from us on request.
United States. Except where this is a FX-related document, this document is distributed in the United States by ANZ Securities, Inc.
(ANZ ST) which is a member of the Financial Regulatory Authority (FINRA) (www.finra.org) and registered with the SEC. ANZSI's
address is 277 Park Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). ANZSI accepts
responsibility for its content. Information on any securities referred to in this document may be obtained from ANZSI upon request. This
document or material is intended for institutional use only — not retail. If you are an institutional customer wishing to effect transactions in
any securities referred to in this document you must contact ANZSI, not its affiliates. ANZSI is authorised as a broker-dealer only for
institutional customers, not for US Persons (as “US person” is defined in Regulation S under the US Securities Act of 1933, as amended)
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