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The RBNZ has kicked off its easing 

cycle; mortgage rates are falling… 

 

A gradual recovery over 2025 is 

expected… 

 

How quickly confidence will return 

is uncertain… 

 

…but downward momentum in the 

market will take time to overcome 

 

…but with outsized gains unlikely 

given affordability constraints 

 

…though auction clearance data 

hints at possible green shoots.  

 

Source: REINZ, Stats NZ, RBNZ, realestate.co.nz, Barfoot & Thompson, interest.co.nz, Bloomberg, Macrobond, 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. 
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Summary 

Our monthly Property Focus publication provides an independent appraisal of 

recent developments in the residential property market. 

Property Focus 

The housing market continued to weaken in July, with the REINZ House Price 

Index falling 0.6% m/m. Subdued sales over recent months and rising listings 

on the market suggest weakness is likely to persist in the near term, with prices 

likely to correct further to clear the backlog of supply. But a lot has happened in 

the past month that makes the July market snapshot feel like ancient history. 

With the RBNZ kickstarting its easing cycle this month, and mortgage rates 

having already responded, we expect dynamics in the market to shift later this 

year, with a recovery in house prices over 2025. Our updated projections show 

mortgage rates falling to around the level that prevailed in the middle of last 

decade. Mortgage rates are an important driver of the housing market, but they 

aren’t the only driver. There’s still plenty of strong headwinds facing the 

market. We compare the current landscape to the conditions that prevailed back 

in 2015, highlighting that risks to the housing market certainly aren’t one-sided. 

See the Property Focus section. 

Mortgage Borrowing Strategy 

Mortgage rates are lower across the board again this month, with the median 

rate across the five largest banks falling between 0.4% and 0.7% for terms 1yr 

and longer. While the Reserve Bank only cut the OCR by 0.25%, their 

projections indicated a steadily declining OCR over coming years, and that 

drove wholesale swap rates to fall further, taking mortgage rates with them. We 

expect mortgage rates to continue falling steadily from here, and as such, we 

would urge caution when considering fixing for longer terms so early in the 

monetary policy easing cycle. Longer rates are cheaper and are worth 

considering for that reason alone. However, our breakeven analysis shows that 

short-term rates don’t need to fall by much to make it cheaper over time to roll 

successive short-term fixes. At this early stage in the cycle, it’s still worth 

considering fixing for a shorter term and revisiting your options when that 

matures. Spreading risk over several terms also still makes sense, especially 

since longer terms are cheaper. See our Mortgage Borrowing Strategy. 
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Summary 

The housing market continued to weaken in July, with 

the REINZ House Price Index falling 0.6% m/m. 

Subdued sales over recent months and rising listings 

on the market suggest weakness is likely to persist in 

the near term, with prices likely to correct further to 

clear the backlog of supply. But a lot has happened in 

the past month that makes the July market snapshot 

feel like ancient history. With the RBNZ kickstarting its 

easing cycle this month, and mortgage rates having 

already responded, we expect dynamics in the market 

to shift later this year, with a recovery in house prices 

over 2025. Our updated projections show mortgage 

rates falling to around the level that prevailed in the 

middle of last decade. Mortgage rates are an important 

driver of the housing market, but they aren’t the only 

driver. There’s still plenty of strong headwinds facing 

the market. We compare the current landscape to the 

conditions that prevailed back in 2015, highlighting 

that risks to the housing market certainly aren’t one-

sided.  

Kicking off into the wind 

The REINZ House Price Index fell 0.6% m/m in July, a 

slightly larger fall than we’d expected. With sales failing 

to keep pace with listings, recent downward 

momentum is likely to continue in the coming months, 

taking house prices lower. That said, there’s been some 

important developments in recent weeks that make 

these data feel like ancient history. After the RBNZ 

began its easing cycle with a 25bp cut in the OCR to 

5.25% this month, and signalled there’s more to come, 

risks to the outlook have shifted.  

Our base case is for the OCR to be cut steadily to 

3.50% in Q3 2025. But despite mortgage rates having 

already fallen significantly and looking likely to remain 

on a downward trajectory for some time, a meaningful 

recovery in the housing market certainly isn’t a given. 

After all, interest rates are falling earlier than expected 

because broad economic conditions have deteriorated 

more than anticipated (increasing the RBNZ’s 

confidence that CPI inflation will return sustainably to 

the 2% target midpoint). That’s flowing through to a 

weakening labour market, with unemployment on the 

rise. And given the labour market lags the broader 

economy, that’s set to continue for some time, 

potentially weighing on prospective home buyers’ 

confidence to borrow and invest.  

Interest rates are an important driver of the housing 

market, but they aren’t the only driver. There are some 

clear tailwinds: population growth for one, and tax 

changes (eg the restoration of the tax deductibility of 

interest on an investment property) for another. But in 

the near term, there is plenty of downward momentum 

to overcome before the market can recover. House 

prices fell in July for a third consecutive month, and 

given supply (rising listings) and demand (weak sales) 

are still at odds, that dynamic is likely to continue for a 

few months yet (figure 1).  

Figure 1.  Sales to listing ratio 

 
Source: REINZ, realestate.co.nz, Macrobond ANZ Research 

On the demand side, sales volumes rose 7.8% m/m 

when seasonally adjusted (sa) in July, though that 

followed a 7.3% m/m (sa) fall in June. When they were 

initially reported, June sales volumes were the second-

lowest level for that time of year since the data began 

in the early 1990s, but in the July release the level was 

revised significantly higher. But despite the upward 

revision and bounce in July, sales activity remains 

subdued when compared to history (figure 2). And on a 

3-month moving average basis, sales volumes have 

fallen 7.5% q/q. So we’re not reading too much into 

the bounce at this stage. 

Figure 2.  Unadjusted sales versus range from 1992 

 

Source: REINZ, Macrobond, ANZ Research 

The power sits with buyers currently. Weak sales 

activity means the number of listings on the market is 

rising, and houses are taking longer to sell. The 

number of properties on the market rose further in July 

and is at its highest level in nearly a decade, while the 

numbers of days it’s taking to sell a property lifted by 1 

to 46, well above the long-run average of 39 days 
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(figure 3). At face value, these data suggest price 

pressures will remain subdued for a while yet. 

Anecdotes and surveys suggest that sellers are indeed 

getting more realistic about what their property is 

worth. 

Figure 3.  Days to sell vs long run average 

 

Source: REINZ, Macrobond, ANZ Research 

It remains uncertain how quickly not just the housing 

market but also the economy more broadly will 

respond to lower interest rates. Weakness across high-

frequency indicators in recent months has signalled the 

economy is experiencing a deeper slowdown than 

previously thought. These data ultimately were what 

convinced the RBNZ Monetary Policy Committee to cut 

the OCR in August, a full year earlier than they had 

signalled just three months earlier. But monetary policy 

transmission takes time, and the economy’s gradual 

return to growth isn’t likely to be evident until 2025. 

That said, the housing market is one of the first parts 

of the economy that will respond to lower interest 

rates, and thus will provide an important gauge on how 

quickly the broader economy might bounce back.   

The outlook for mortgage rates 

Interest rates have only just started falling and remain 

restrictive overall, but there’s still plenty of adjustment 

to occur over the next year. So, what does that mean 

for mortgage rates? We suspect that’s the question on 

a lot of people’s lips, so in what follows, we discuss 

some of the drivers and refresh our mortgage rate 

projections. As a reminder, we refer to them as 

‘projections’ rather than ‘forecasts’, as they are by 

necessity based on fixed assumptions about things that 

in reality are likely to keep changing in unforecastable 

ways. That makes them trickier to forecast than 

wholesale rates (noting that ANZ Research 

independence means we don’t have any input into the 

setting of retail mortgage rates). Still, we can make 

educated assumptions about where they are headed 

based on our wholesale interest rate forecast, observed 

margins, and the behaviour of other inputs like deposit 

rates.  

Deposits are an important source of funding for banks, 

and because term deposit rates tend to be stickier and 

hold up for longer than wholesale rates, that has a 

bearing on how quickly mortgage rates might fall. We 

note, for example, that while 2-year swap rates are 

around 200bp off their late 2023 highs, the median 

term deposit rate for the same term across the five 

main banks is only around 105bp lower, which is a 

similar-sized fall to what has been seen in 2-year 

special mortgage rates. 

Bearing all that in mind then, what do our projections 

say, based on our new forecast of a steady run of RBNZ 

OCR cuts of 25bp at every meeting (bearing in mind of 

course that this forecast itself is a stake in the ground, 

not a 6-metre-deep concrete pile)? As figure 4 shows, 

our projections point to all fixed mortgage rates dipping 

below 6% by the end of the year, with bigger falls in 1- 

and 2-year rates, which we project to settle below 

5½%. Most of this is driven by lower wholesale rates, 

which are expected to fall gradually as OCR cuts are 

delivered. The 1-2 year point is also the part of the 

curve where competition tends to be the most vigorous, 

and where margins have historically been tighter.  

Figure 4.  Mortgage rate projections

 

Source: RBNZ, Bloomberg, Macrobond, ANZ Research 

When were mortgage rates last at these 

levels? 

Our projections suggest that mortgage rates will fall to 

around the levels that prevailed in the middle of last 

decade. Looking back to how the housing market 

performed at that time offers some useful comparisons 

and an important reminder that interest rates are just 

one part of the story. Economic momentum, policy 

settings and confidence were all in a very different 

place back then. 

Back in 2015, the housing market was booming. 

Annual house price inflation peaked at over 18% in 

August that year. At the time, the housing market was 

largely dancing to its own beat, as economic 

momentum was softening (driven largely by a sharp 
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deterioration in the terms of trade, and a flattening off 

in rebuild activity following the Canterbury earthquake, 

rather than weak household confidence). The broader 

economy certainly wasn’t booming, but nor was it 

experiencing a significant downturn like we are today. 

So, one might draw from that that mortgage rates at 

those levels can (and have) enabled – or at least not 

curtailed – strong price momentum. But there are 

some other important differences between now and 

then that are likely to reduce the scope for a strong 

bounce. Let’s go through them. 

One of the drivers of housing market momentum back 

in 2015 was a surge in net migration inflows. Annual 

net migration inflows were around 50-60k in 2015 

(0.3% of total population) and remained robust over 

the following years. While that was around record highs 

at the time, it is much lower than what we’ve seen in 

the past 12 months. In the year to June 2024, annual 

net migration inflows were 78k (0.35% of total 

population), but migration inflows are now cooling 

rapidly (figure 5).  

Figure 5.  Annual net migration forecast

 

Source: Stats NZ, Macrobond, ANZ Research 

With the labour market continuing to weaken, arrivals 

into the country are easing, while departures continue 

to surge, skewed towards younger adults who might 

otherwise be looking to enter the housing market. 

We’re expecting annual net migration inflows to fall 

sharply over the coming months, to around 25k by the 

end of next year. That suggests a much weaker 

demand impulse ahead for housing. That said, while 

migration inflows have been at record high levels in the 

past 12 months (peaking at an annual inflow of nearly 

137k in October last year), house price momentum has 

been subdued over that period.  

This migration cycle has skewed more toward younger 

and low-skilled workers, who are less likely to enter the 

property market, while the foreign buyer ban 

implemented in 2018 also means net migration is likely 

to be less significant as a direct driver of house prices 

than it was in prior cycles.  

Figure 6.  Estimated housing shortfall

 

Source: Stats NZ, Macrobond, ANZ Research 

The relatively smaller impact of net migration on house 

prices over the past couple of years likely also reflect 

changes in the supply-demand imbalance. The 

surge in net migration following the reopening of the 

border from mid-2022 followed a period of very weak 

population growth through the pandemic, and a surge 

in construction activity fuelled by ultra-low interest 

rates and macroprudential policy settings that favoured 

buying new houses. Through the pandemic years, the 

estimated housing deficit narrowed significantly as a 

result, and while that has reversed as high interest 

rates have weighed heavily on construction activity, the 

slowdown hasn’t yet offset the period of supply 

expansion (figure 6). 

Comparatively, back in 2015 New Zealand’s housing 

deficit had been widening for many years as 

construction activity had only gradually recovered 

following the Global Financial Crisis, despite being 

supported by rebuild activity following the 2010-11 

Christchurch earthquakes (that was predominately 

replacing damaged stock, rather than adding new 

supply), adding upward pressure to prices. The muted 

response of supply over the preceding years, which 

was a major policy issue at the time (and still is), had 

culminated in a significant demand imbalance and 

upward pressure on prices.  

Back in the present, while residential building consents 

have fallen sharply, that’s only just unwound the 

COVID surge, with annual consents issuance sitting 

around 2019 levels (figure 7). That said, construction 

activity is likely to continue to slow into 2025, 

worsening the housing shortfall and putting upward 

pressure on prices further down the line after the 

pipeline of new supply dries up. The ongoing shortfall 

in housing supply underpins our medium-term forecast 

and has been a key driver of the unsustainable trend in 

house prices over the past few decades. 
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Figure 7.  Annual building consents 

 

Source: Stats NZ, Macrobond, ANZ Research 

Worsening housing affordability over the past few 

decades has been pushing against that trend. 

Compared to 2015, housing affordability is roughly on 

par with where it is now, with the median house to 

income ratio currently around 6 (figure 8). Back then, 

affordability was also seen as a big constraint on 

further relative house price gains, and that’s no 

different now. That said, the housing market can 

certainly surprise as it did through the COVID boom, 

when the median house price to income ratio shot up 

to over 9%! But it took record-low mortgage rates – 

and serviceability test rates – to enable people to 

borrow the sums required to push house prices that 

high. It’s mathematically improbably to see a re-run of 

that now – even if rates did fall that far, as we will 

discuss shortly, the RBNZ’s new debt-to-income limits 

would kick in and constrain things.  

Figure 8.  Median house price to income ratio 

 

Source: Stats NZ, REINZ, Macrobond, ANZ Research 

While prospective homebuyers still have to contend 

with taking on plenty of debt to get into the market, 

the cost of servicing will continue to ease as 

mortgage rates fall (figure 9). While things are getting 

better, in absolute terms housing remains very 

unaffordable, and we expect any significant upside to 

house prices to be constrained by that.  

Figure 9.  Debt servicing costs  

 

Source: Stats NZ, RBNZ, Macrobond, ANZ Research 

Credit conditions are also quite different to how they 

looked back in 2015. The implementation of debt to 

income (DTI) restrictions from 1 July this year is likely 

to dampen any large upside to house prices. For owner 

occupiers, banks are restricted to lending no more than 

20% of their total owner occupier lending to those 

borrowing more than six times their income. And no 

more than 20% of investor lending can be to those 

borrowing more than seven times their income. While 

these limits are not yet binding (figure 10), they could 

kick in if falling interest rates were to see prices 

rebound sharply, as occurred during the COVID 

housing boom.   

Figure 10. High DTI lending share of total 

 

Source: RBNZ, Macrobond, ANZ Research 

Back in 2015, loan to value (LVR) restrictions were also 

looser than they are now, particularly for investors. In 

fact, tighter LVRs were introduced near the end of 

2015 in response to rapid increases in house prices, 

particularly in the Auckland market, which in part 

reflected increased investor activity. The RBNZ 

materially tightened LVR settings for investors in the 

Auckland market from late 2015, and then nationwide 

the following year (Figure 11). The regional 

implementation wasn’t successful, as it just caused 
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Auckland investors to fan out into Northland, the 

Waikato and further afield. But once introduced 

nationwide, those changes contributed to a significant 

reduction in overall investor lending in the years that 

followed. Accompanying the introduction of DTI 

restrictions in July this year was a slight loosening in 

LVR settings, but overall they remain a constraint on 

investor activity. Anyone doubting the ‘bite’ of these 

macroprudential rules need only look at what happened 

when the RBNZ suspended them for 12 months when 

COVID hit, only to have to scramble to re-introduce 

them earlier than envisaged when the housing market 

took off in response to record-low interest rates.  

Figure 11. Investor lending by LVR 

 

Source: RBNZ, REINZ, Macrobond, ANZ Research 

That being said, there have been a raft of policy tweaks 

this year that, all else equal, increase the incentives for 

investors to enter the market. The Brightline test has 

been reduced from 10 years back to 2 years (as it was 

back when it was implemented from October 2015), 

while interest deductibility for residential property has 

been reinstated, though will not be fully restored until 1 

April 2025 (currently 80% of interest costs are 

deductible). While those changes reflect a relative 

easing in policy settings, overall policy settings are still 

tighter than they were back in 2015.  

In sum, while our mortgage rate projections show rates 

returning to around 2015 levels, the rest of the 

landscape is very different. And overall, there are 

plenty of reasons to think that the recovery in the 

house prices will be gradual. But the New Zealand 

housing market time and again manages to surprise. 

An important aspect of that, which we haven’t yet 

discussed, is animal spirits. If upward momentum gets 

going, and the FOMO wave returns, that could see the 

housing market dance once again to its own beat, 

counter to what fundamentals imply.  

But will a wave of confidence return quickly? There are 

plenty of headwinds facing households that seem likely 

to weigh on their willingness to invest. Consumer 

confidence paints a very grim picture of the mood 

across the country, remaining close to record lows over 

the past few years. Confidence and house prices tend 

to move together (figure 12), with causality running in 

both directions: given the vast majority of household 

wealth is in housing, changes in house prices affect 

confidence, just as confidence also affects demand, and 

prices in turn. However, since the fall in consumer 

confidence this time seems to have been driven by 

inflation, its consequences could also be different. It’s 

‘broken’ as an indicator for retail sales, for example, so 

we’d be cautious about drawing any strong signals for 

the housing market from it either.  

Figure 12. Consumer confidence and annual house price 

inflation 

 

Source: Roy Morgan, REINZ Macrobond, ANZ Research 

While it’s very early days, one indicator hinting that the 

housing market might bounce back quickly is the 

Auckland auction clearance rate. These weekly data 

tend to provide an early steer on sales (which in turn 

lead changes in prices). In the past few weeks, 

following moves lower in interest rates, the auction 

clearance rate has bounced (figure 13).  

Figure 13. Auckland auction clearance rate house prices 

 

Source: B&T, interest.co.nz, REINZ, Macrobond, ANZ Research 
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In level terms it still implies a soft market, but 

nonetheless it saw a decent lift, which has been 

sustained over the past few weeks. It’s certainly far too 

early to read much into that signal, but these data do 

hint at the possibility of a rebound. 

Putting it all together, our house price forecast is 

unchanged. While July’s data suggests fresh downside 

risk in the near term, with the RBNZ having started its 

easing cycle a little earlier than we’d expected, the 

odds of a recovery later this year and into 2025 have 

risen. We expect prices to stabilise around the end of 

the year and rise 4.5% over 2025 (figure 14). We see 

the risks as balanced around that forecast.  

Figure 14. House price forecast 

 

Source: REINZ, Stats NZ, Macrobond, ANZ Research 

A stronger rebound certainly is a plausible scenario, 

especially if the housing market responds more 

aggressively to lower interest rates. Are there plenty of 

buyers out there, waiting for the bottom while prices 

are still falling? If momentum turns quickly, that could 

be self-reinforcing, seeing FOMO return and animal 

spirits captivate the market. And as construction 

activity continues to slow (even if the cutting cycle has 

begun), an increasing supply-demand imbalance will 

add upward pressure to prices over time. But there’s 

plenty of reasons to suggest that any material upside 

will be constrained, given a broader economic 

momentum, slowing population growth, still-stretched 

affordability and the DTI restrictions in place. 

On the flipside, how much weakness is still yet to flow 

through to the economy (and labour market) from past 

monetary policy tightening remains uncertain. If the 

economy is on the verge of a deeper slowdown, the 

road of recovery for the housing market could a more 

gradual one. One way or the other, the housing market 

is one to watch over the coming months.  

 

Housing market indicators for July 2024 (based on REINZ data seasonally adjusted by ANZ Research) 

 Median house price House price index Sales 
Average 

days to  

sell 
 

Level Annual % 

change 

3-mth % 

change 

Annual % 

change 

3-mth % 

change 

# of 

monthly 

sales 

Monthly  

% 

change 

Northland $645,596 -6.0 -6.1 -3.1 -2.8 164 -5% 60 

Auckland  $967,217 -4.1 -3.4 -2.5 -1.7 1,767 +12% 46 

Waikato  $741,552 -0.2 -2.2 0.0 -1.2 567 +6% 55 

Bay of Plenty  $810,974 -0.3 0.6 -0.2 -1.5 332 -1% 49 

Gisborne  $596,485 2.1 0.4 -0.8 -1.0 42 +43% 45 

Hawke’s Bay  $675,330 0.0 -0.5 -0.8 -1.0 178 -4% 56 

Manawatu-Whanganui  $534,614 -3.8 0.9 0.2 -0.1 262 +7% 53 

Taranaki  $617,409 5.9 1.2 0.2 -0.8 128 -8% 53 

Wellington  $806,264 4.4 1.0 -0.3 -1.1 605 +9% 41 

Tasman, Nelson & Marlborough $689,785 -4.2 -3.9   182 +2% 46 

Canterbury  $659,409 -1.8 -0.2 4.0 0.5 992 +8% 38 

Otago  $679,001 -6.0 -4.0 7.6 1.0 367 +10% 44 

West Coast  $407,722 20.9 -0.2 2.4 -0.2 34 +34% 41 

Southland  $485,730 12.2 3.9 7.2 0.9 130 +6% 42 

New Zealand $768,121 -2.2 -2.3 0.1 -0.8 5,761 +8% 46 
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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 

Mortgage rates are lower across the board again this 

month, with the median rate across the five largest 

banks falling between 0.4% and 0.7% for terms 1yr 

and longer. While the Reserve Bank only cut the OCR 

by 0.25%, their projections indicated a steadily 

declining OCR over coming years, and that drove 

wholesale swap rates to fall further, taking mortgage 

rates with them. We expect mortgage rates to 

continue falling steadily from here, and as such, we 

would urge caution when considering fixing for longer 

terms so early in the monetary policy easing cycle. 

Longer rates are cheaper and are worth considering 

for that reason alone. However, our breakeven 

analysis shows that short-term rates don’t need to 

fall by much to make it cheaper over time to roll 

successive short-term fixes. At this early stage in the 

cycle, it’s still worth considering fixing for a shorter 

term and revisiting your options when that matures. 

Spreading risk over several terms also still makes 

sense, especially since longer terms are cheaper. 

Like last month, falls in mortgage rates seen over the 

past month have been material, with rates for most 

terms 1yr and longer down by 0.4% to 0.7%. The 

magnitude of cumulative falls seen since mortgage 

rates peaked last November varies, but the 2yr is 

down the most. Indeed, when we compare our data 

(across the five largest banks) in Table 1 to RBNZ 

data (across all banks), it shows that 2yr mortgage 

rates have now fallen 1.02%. Similarly, 1yr, 3yr and 

5yr mortgage rates are down 0.85%, 0.90% and 

0.97% respectively. As such, for most terms, at least 

half of the cumulative decline from the peak came 

this month (in August). That should be music to the 

ears of most borrowers. It was not just because the 

RBNZ cut; it was more because they flagged an 

intention to deliver a string of cuts This enabled term 

swap rates to fall further than the OCR, with a knock-

on impact on mortgage rates. 

With one OCR cut in the proverbial tin and many 

more to come (we expect a further 175bp of cuts, 

with one 25bp cut at each of the next seven 

meetings), many readers are probably asking, is it 

worth fixing at all? The short answer is likely to be 

“yes” considering the difference between carded 

floating rates and 6mth rates. We see very little merit 

in leaving any more floating than is absolutely 

needed for flexibility purposes (eg if a windfall is 

expected); as we have written before, 6mth can be 

considered a much cheaper close proxy for floating. 

As welcome as lower mortgage rates will be for 

homeowners, with the mortgage curve still inverted 

(ie rates get progressively cheaper further out), 

borrowers still must choose carefully if they are to 

minimise overall interest costs over time. 

From the outset, it’s worth noting that we always see 

merit in spreading risk over several terms. Doing so 

can reduce repayment volatility and spread your risk. 

But if you are only (or primarily) focused on cost, 

then what terms look best? Longer terms are 

cheaper, so ought to at least be considered, but at 

the same time, we and the RBNZ expect more cuts to 

come, meaning that some short-term pain may yield 

some long-term gain, as the saying goes. 

In these situations, breakeven analysis can help. For 

example, consider the choice between 1yr and 2yrs. 

As Table 1 shows, if the 1yr rate falls below 5.53% in 

a year’s time, back-to-back 1yr fixes will end up 

being cheaper than a single 2yr fix at 5.99%. That’s a 

big fall, but our projections (based on our wholesale 

interest rate forecasts) see 1yr mortgage rates falling 

slightly further, to around 5.3% in 12 months’ time. 

Our projections thus suggest back-to-back 1yr fixes 

will end up being cheaper. The 6mth is also worth 

considering. Table 1 shows that the 6mth needs to 

fall 0.88% to 6.01% by the end of February for back-

to-back 6mth terms to be cheaper than 1yr. We 

expect the OCR to be 0.75% lower by then, but if you 

think bigger OCR cuts are coming, the 6mth may be 

tempting too. 

Figure 1. Carded special mortgage rates* 

 

Table 1. Special Mortgage Rates* 

  Breakevens for 20%+ equity borrowers 

Term Current in 6mths in 1yr in 18mths in 2 yrs 

Floating 8.39%     

6 months 6.89% 6.01% 5.07% 5.99% 5.74% 

1 year 6.45% 5.54% 5.53% 5.87% 5.69% 

2 years 5.99% 5.70% 5.61% 5.73% 5.59% 

3 years 5.89% 5.67% 5.57% 5.62% 5.49% 

4 years 5.79% 5.60% 5.50%   

5 years 5.69% *Median of the five largest banks 

Source: interest.co.nz, ANZ Research. 
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Weekly mortgage repayments table (based on 30-year term) 

 Mortgage Rate (%) 
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 5.25 5.50 5.75 6.00 6.25 6.50 6.75 7.00 7.25 7.50 7.75 8.00 8.25 8.50 

200 255 262 269 277 284 292 299 307 315 323 330 338 347 355 

250 318 327 336 346 355 364 374 384 393 403 413 423 433 443 

300 382 393 404 415 426 437 449 460 472 484 496 508 520 532 

350 446 458 471 484 497 510 524 537 551 564 578 592 606 621 

400 509 524 538 553 568 583 598 614 629 645 661 677 693 709 

450 573 589 606 622 639 656 673 690 708 726 744 762 780 798 

500 637 655 673 691 710 729 748 767 787 806 826 846 866 887 

550 700 720 740 760 781 802 823 844 865 887 909 931 953 975 

600 764 786 807 830 852 875 897 921 944 968 991 1,015 1,040 1,064 

650 828 851 875 899 923 947 972 997 1,023 1,048 1,074 1,100 1,126 1,153 

700 891 917 942 968 994 1,020 1,047 1,074 1,101 1,129 1,157 1,185 1,213 1,241 

750 955 982 1,009 1,037 1,065 1,093 1,122 1,151 1,180 1,209 1,239 1,269 1,299 1,330 

800 1,019 1,048 1,077 1,106 1,136 1,166 1,197 1,227 1,259 1,290 1,322 1,354 1,386 1,419 

850 1,082 1,113 1,144 1,175 1,207 1,239 1,271 1,304 1,337 1,371 1,404 1,438 1,473 1,507 

900 1,146 1,178 1,211 1,244 1,278 1,312 1,346 1,381 1,416 1,451 1,487 1,523 1,559 1,596 

950 1,210 1,244 1,278 1,313 1,349 1,385 1,421 1,458 1,495 1,532 1,570 1,608 1,646 1,685 

1000 1,273 1,309 1,346 1,383 1,420 1,458 1,496 1,534 1,573 1,613 1,652 1,692 1,733 1,773 

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

 Actual Projections 

Interest rates Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 

Floating Mortgage Rate 8.6 8.6 8.6 8.4 7.9 7.6 7.1 6.6 6.6 6.6 

1-Yr Fixed Mortgage Rate 7.3 7.2 7.1 6.2 5.7 5.4 5.3 5.3 5.3 5.3 

2-Yr Fixed Mortgage Rate 7.0 6.8 6.7 5.9 5.7 5.5 5.4 5.4 5.4 5.4 

3-Yr Fixed Mortgage Rate 6.8 6.6 6.5 5.9 5.6 5.5 5.5 5.5 5.5 5.6 

5-Yr Fixed Mortgage Rate 6.7 6.5 6.4 5.8 5.7 5.6 5.6 5.6 5.7 5.8 

Source: RBNZ, ANZ Research 

Economic forecasts 

 Actual Forecasts 

Economic indicators Sep-23 Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 

GDP (Annual % Chg) -0.6 -0.2 0.3 -0.5 -0.2 0.0 0.0 0.6 1.0 1.4 

CPI Inflation (Annual % Chg) 5.6 4.7 4.0 3.3 2.6 2.4 2.1 2.4 2.1 1.9 

Unemployment Rate (%) 3.9 4.0 4.4 4.6 4.8 5.0 5.2 5.4 5.5 5.5 

House Prices (Quarter % Chg) 1.7 0.4 0.6 -0.5 -1.1 -0.1 0.9 1.1 1.2 1.2 

House Prices (Annual % Chg) -5.0 -0.6 2.7 2.2 -0.6 -1.0 -0.8 0.8 3.1 4.5 

 

Interest rates Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 

Official Cash Rate 5.50 5.50 5.50 5.25 4.75 4.50 4.00 3.50 3.50 3.50 

90-Day Bank Bill Rate 5.64 5.64 5.63 4.89 4.69 4.20 3.70 3.62 3.62 3.62 

10-Year Bond 4.32 4.54 4.67 4.25 4.00 4.00 4.00 4.00 4.50 4.50 

Source: ANZ Research, Statistics NZ, RBNZ, REINZ 
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