New Zealand
Property Focus

Market slowdown
emerging

September 2026




At a glance

Buyers have pulled back in response to ~ The slowdown in sales volumes is

higher interest rates and uncertainty widespread across regions
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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

Buyer demand has faded as the year has progressed, with sales volumes
trending down across all regions and average nationwide house prices now
inching lower. Rising interest rates appear to be the main driver of the
slowdown, though uncertainty about the election and the broader economic
outlook has likely contributed. New Zealand's interest rates have been
gradually rising as the economy has recovered but renewed global inflation
pressures are now adding to the pressure to hike. We expect the RBNZ to
deliver three more 25bp hikes, taking the OCR to 3.5%. House price trends
remain weakest in Wellington and Auckland and strongest in parts of the South
Island, though conditions have softened broadly across the country. We expect
further small price falls over the coming months and only a modest rise in 2027.
See our Property Focus section.

Mortgage Borrowing Strategy

Mortgage rates are up for most tenors this month, with the notable exception of
the 2-year, which features in special offers from several banks. The median
floating rate is also higher, with the 25bp increase seen matching the size of the
RBNZ OCR hike delivered on 2 September. The main driver of higher fixed
rates has been a rise in wholesale swap rates, with shorter-term rates rising as
higher oil prices stoked fears that the RBNZ may need to hike more, while
longer-term rates followed global bond yields higher. Pressure from those two
sources remains ongoing, and that speaks to heightened risks that mortgage
rates may rise materially further from here. That risk will logically make
borrowers more inclined to fix for longer. However, as has been the case for
some time, borrowers need to weigh up the certainty of longer fixes against the
cost and reduced flexibility. For example, borrowers who choose to fix for 2
years are foregoing the option of fixing for the lower 6 month or 1 year rates,
with any saving now providing a buffer against higher rates later, should they
keep rising. Given that we expect floating and short-term mortgage rates to
keep gradually rising, the 2-year rate has some appeal, and this is borne out in
breakevens (see next page). But you have to be able to afford to not take the
lowest rate on offer now, and not everyone can. Rates are similar across 3 to 5
year terms, so when choosing between these it's less about how much you
may (or may not) save and more about not wanting to be fixed for longer at the
cost of missing out on lower rates later, should they eventually fall. Certainty
and flexibility are not of a fixed value: it depends on your own current
circumstances. Given heightened uncertainty, a mix of terms may suit some
borrowers better. See our Mortgage Borrowing Strateqy.
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Property Focus

Summary
e Sales volumes are falling across regions.

e Average nationwide house prices are inching lower.

e Higher interest rates are the main driver.

Demand from buyers is fading

The clearest shift in the housing market this year has
been falling sales volumes, showing buyers have steadily
stepped back as the year has gone on. The seasonally
adjusted number of home sales fell in August to levels last
seen in 2024. Declines have occurred across all regions
of New Zealand (figure 1).

Figure 1. House sales volumes by region
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Rising interest rates appear to be the main driver of this
year’s slowdown. After the RBNZ finished cutting the OCR
late last year and hikes appeared on the horizon,
wholesale interest rates such as the 2-year swap rate
began to rise. The fall in sales volumes has been
consistent with sales’ typical relationship with interest
rates (figure 2).

Figure 2. REINZ HPI vs interest rates
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However, other factors are likely to have played a
supporting role in the slowdown, including the uncertainty
engendered by the lift in oil prices (beyond its impact on
interest rates), and uncertainty about the upcoming
election.
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Average nationwide house prices remain close to flat, but
there are some signs of the pullback in buyer demand
starting to impact prices. The seasonally adjusted REINZ
house price has recorded small falls in four of the last five
months. Smoothing through this, average nationwide
house prices are falling at a rate of roughly 0.5% per
quarter (figure 3). We expect that further small declines
from here will put average nationwide prices at the end
2026 around 1% lower than where they started the year.

Figure 3. Monthly and quarterly change in house price
index
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Long-running divergent regional trends have continued
over recent months, but with price trends a touch weaker
across the board (figure 4). In Wellington, price declines
have accelerated since March in the face of rising interest
rates and the prospect of further cuts to the public sector
signalled at Budget 2026. In Auckland and the rest of the
North Island there is a hint of more weakness over the
past five months or so. Likewise, in the South Island there
are signs that the previous upward trend in prices has lost
steam in the last few months, although it is too soon to
call it a clear change in trend.

Figure 4. House price indexes since the early-2023
trough
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Other indicators of market balance have also shown a
touch more weakness in recent months. Inventories of
unsold stock on the market have been rising across most
regions. Days to sell have lengthened after a long period
of stability (figure 5, over). Likewise, the seasonally
adjusted auction clearance rate suggests flat or slightly
falling prices in the near term (figure 6, over).



Property Focus

Figure 5. Days to sell vs house price inflation
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Figure 6. REINZ HPI vs seasonally adjusted auction
clearance rate
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Inescapable global forces

New Zealand’s interest rates have been on a slow rise
from stimulatory levels over the past year as the economy
has improved. However, global developments over recent
weeks have added further upward pressure, which is now
weighing on the housing market.

A renewed deterioration in global oil and refined fuel
supplies has driven fuel costs sharply up again. Central
banks around the world are now in hiking mode in
response to both oil-related inflation threats and other
lingering inflation pressures in several countries. The US
Federal Reserve hiked in September; we are forecasting
they will hike twice more this year. Likewise, we are
forecasting two hikes by the Reserve Bank of Australia
before year end. The era of low global interest rates prior
to the pandemic — which turbocharged the New Zealand
housing market at the time — is a distant memory (figure
7).
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Figure 7. Central bank policy rates

%
IS
L

I —

00 02 04 06 08 10 12 14 16 18 20 22 24 26
Australia —UK —US —Euro area — Japan —NZ
Source: RBNZ, RBA, BoE, BoC, Fed, BoJ, Bloomberg, Macrobond, ANZ Research

New Zealand’s domestic economic cycle is at a weaker
point right now than most of our trading partners, but that
doesn’t mean we are immune from these global
inflationary forces. Oil market disruption is putting
renewed upward pressure on prices at the pump here
(figure 8). More importantly for monetary policy, our OCR
is at a low level compared to our trading partners, and
that, plus rising global risk aversion, has resulted in our
exchange rate finding few friends (figure 9). A weaker
currency puts broad upward pressure on import prices.
The RBNZ must be mindful of the gap between our
interest rates and those abroad — and consequent impact
on the NZD — to meet its inflation target.

Figure 8. Weekly average NZ petrol price vs Singapore
wholesale gasoline prices
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Figure 9. NZD/USD and trade-weighted index
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We recently added two further OCR hikes to our forecast. whether they are borrowing or tossing up putting funds
As before, we expect the RBNZ to raise the OCR by 25bp into housing versus other investments. In addition,

in October and then pause at the December meeting, concern among investors about possible tax changes will
leaving the OCR at 3.0% while it assesses the impact of have eased somewhat after the Labour Party announced
the tightening delivered to date. However, we then expect that they will not reintroduce restrictions on rental interest
a further two 25bp hikes, in February and March 2027, deductibility if elected and will focus only on introducing a
taking the OCR to a peak of 3.5% (Figure 10). capital gains tax on residential and commercial property

. (excluding the family home).
Figure 10. OCR

9] A gradual economic recovery is likely to provide some

sl support to housing demand in the coming year, including
by supporting an increase in net migration. However,
weighing up the current forces in the market, we continue
to expect small falls in house prices in the coming months
-l and only a small 2% increase in 2027.

74

- Higher interest rates are shifting the balance of risks
around our forecast towards the downside. If significant
new housing taxes are introduced after the election, they
b would also likely place some additional downward
pressure on house prices beyond what we have
incorporated in our forecast. As always, our forecasts are
based on current government policy, and we would take a
closer look at our forecasts if changes to tax policy
become more certain. However, the risks aren’t all one
way. It is possible that some of the current weakness in
the housing market will prove temporary if the pressures
on global inflation and interest rates abate (such as if oil
prices ease), or once the uncertainty about the election
has passed.
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Election-related uncertainty is likely adding to the cautious
mood in the housing market, particularly among investors
given the debate around potential tax changes, but its
impact appears secondary to the effect of higher interest
rates. In large part, this is because around two-thirds of
New Zealand homes are owner-occupied and any tax
changes will mainly impact investors. In contrast, no buyer
or seller can escape the effects of higher interest rates —

Housing market indicators for August 2026 (based on REINZ data seasonally adjusted by ANZ Research)

Median house price House price index Sales
# of Monthly

Average
days to
sell

Annual % 3-mth % Annual % 3-mth %

0,
change change change change monthly %

sales change

$978,926 0.3 25 2.2 1.3 1,723 -9% 51
$725,815 2.8 0.2 -0.8 0.2 582 -6% 51
$785,339 46 0.0 -0.3 -0.4 411 +2% 50
$564,534 218 16 14 0.6 30 -23% 54
$648,180 56 15 14 0.6 183 2% 46
$517,644 4.4 0.8 2.2 1.1 318 1% 54
$616,973 0.0 16 0.0 -0.5 133 -15% 46
$742,444 3.0 0.6 -6.0 2.6 529 -2% 55
$722,257 1.5 0.0 211 +11% 49
$713,432 13 -0.4 2.8 08 1,066 1% 43
$677,741 5.7 2.7 33 15 340 6% 47
$425,846 27 55 06 -0.1 40 +14% 47
$512,443 75 -3.1 8.0 -0.4 151 -3% 31
$765,431 13 -0.5 -0.9 -0.5 5,867 -4% 48
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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

Mortgage rates are up for most tenors this month, with the
notable exception of the 2-year, which features in special
offers from several banks. The median floating rate is also
higher, with the 25bp increase seen matching the size of
the RBNZ OCR hike delivered on 2 September. The main
driver of higher fixed rates has been a rise in wholesale
swap rates, with shorter-term rates rising as higher oil
prices stoked fears that the RBNZ may need to hike more,
while longer-term rates followed global bond yields higher.
Pressure from those two sources remains ongoing, and
that speaks to heightened risks that mortgage rates may
rise materially further from here. That risk will logically
make borrowers more inclined to fix for longer. However,
as has been the case for some time, borrowers need to
weigh up the certainty of longer fixes against the cost and
reduced flexibility. For example, borrowers who choose to
fix for 2 years are foregoing the option of fixing for the
lower 6 month or 1 year rates, with any saving now
providing a buffer against higher rates later, should they
keep rising. Given that we expect floating and short-term
mortgage rates to keep gradually rising, the 2-year rate
has some appeal, and this is borne out in breakevens
(see next page). But you have to be able to afford to not
take the lowest rate on offer now, and not everyone can.
Rates are similar across 3 to 5 year terms, so when
choosing between these it's less about how much you
may (or may not) save and more about not wanting to be
fixed for longer at the cost of missing out on lower rates
later, should they eventually fall. Certainty and flexibility
are not of a fixed value: it depends on your own current
circumstances. Given heightened uncertainty, a mix of
terms may suit some borrowers better.

Recent developments, and our thoughts

Median mortgage rates for all terms except the 2-year rose
this month, as did the median floating rate. The fall in the
median 2-year rate is notable given that wholesale swap
rates have generally been trending higher; it’'s indicative of
intense competition among banks. The trend rise in
wholesale swap rates also suggests that those specials
may not last long. Moves in wholesale interest rates are the
key driver of mortgage rates, and we’ve seen large rises
over the past month as oil prices and global bond yields
have risen and financial markets have reassessed how
high central banks may need to take policy rates globally.

To illustrate, a month ago, markets were expecting the US
Federal Reserve, the RBA and the RBNZ to take their
policy rates up to 4.08%, 4.65% and 3.42% respectively.
Today, those expectations stand at 4.70%, 5.00% and
3.81% respectively. Big moves like that have a massive
impact. Global fiscal (un)sustainability worries are also
lifting long rates. None of this will be welcome news for
borrowers. For many borrowers, the most uncomfortable
aspect of the current environment is that a shorter, cheaper
rate today carries the risk of higher rates when it comes
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time to refix. Alternatively, fixing for longer provides greater
certainty but comes at a higher cost. Neither option is
particularly attractive.

For those that have a decision to make around fixing, that is
the conundrum. Financially, it depends on whether you can
actually afford to pay more now (to buy certainty by fixing
for longer) or can afford to pay more later (if you choose to
fix for a shorter term and then rates keep rising).
Additionally, if you choose to fix for longer, you might miss
out should oil prices fall, or the economic cycle turn, seeing
rates fall. There’s no “right” answer, and different borrowers
may have varying expectations about what will happen, or
put different weights on certainty, cost, and flexibility. But
these are the sorts of things we’d be thinking about.

Given where we expect floating and shorter-term mortgage
rates to go over the next few years, the 2-year rate has
some appeal. Itis long enough that it provides some
certainty but is not significantly more expensive.
Breakevens show that fixing for 2 years at 5.39% will be
cheaper than fixing for 1-year at 5.15% and re-fixing for
another year as long as the 1-year rate is above 5.63% in a
year’s time (see next page). Given that our projections
(based on our wholesale interest rate forecasts — see page
10) have the 1-year mortgage rate rising to 5.6% in a year’s
time, the certainty of fixing for longer may appeal. Fixing for
3 years or longer may also appeal, but the step up into
those longer terms is more than it was a month ago (figure
1), and some borrowers may not want to be locked in for
that long if they see mortgage rates coming down in a
couple of years, e.g. if oil prices fall and inflation is tamed. A
mix of terms may also appeal given heightened uncertainty.

Figure 1. Carded special mortgage rates*
6.50% -

6.25% -
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Table 1. Carded special mortgage rates™

Term Current Last month
6.29% 6.04%
4.85% 4.79%
5.15% 4.99%
5.40% 5.35%
5.39% 5.45%
5.59% 5.45%
5.65% 5.49%
5.75% 5.59%

Source (figure 1 and table 1): interest.co.nz, ANZ Research
*Median of the five largest banks


https://research.anz.com/file/Monetary_Policy_Expectations_Analysis_What_s_Priced_In__1330.pdf?docRef=644b05a8-67dd-4a3e-9511-147db0d8b258&ch=2
https://research.anz.com/file/Monetary_Policy_Expectations_Analysis_What_s_Priced_In__1350.pdf?docRef=eaa31f24-3e01-4bce-8e1e-a77d8adb86a4&ch=2

Breakevens

Table 1. Special mortgage rates and breakevens*#

Breakevens for 20%+ equity borrowers

Current in 6mths in 1yr in 18mths in 2 yrs
Floating 6.29% 4.01%
4.85% 5.45% 5.90% 5.36%
5.15% 5.68% 5.63% 5.63% 5.99% 5.83% 6.15%

5.40% 5.57% 5.78%

5.39% 5.65% 5.81% 5.79% 5.91% 5.99%
5.59% 5.75% 5.82% 5.85% 5.99%

5.65% 5.81% 5.90%

5.75% *Median of the five largest banks

Source: interest.co.nz, ANZ Research

A Floating rate breakeven assumes the floating rate won’t change. If it falls, the breakeven will be higher; if it rises, the breakeven will be lower.

Key — how to read our infographics

Longer fixed rate option*

Breakeven rate (the highest fixed rate in the future that
Shorter fixed rate option* e vould make taking the shorter fixed rate option cheaper
than taking the longer fixed rate option)

* Current advertised special mortgage rate, median of 5 largest banks

1 year horizon?

Fixed for 1 year at 5.15%

6mths 1 year

or, fixed for 6 months at 4.85% ... and then fixed for 6 months at 5.45%

or, go floating for 6 months at 6.29% ... and then fixed for 6 months at 4.01%

2 year horizon

Fixed for 2 years at 5.39%

1 year 2 years

: o ... and then fixed for 6 months
or, fixed for 18 months at 5.4% at 5.35%

or, fixed for 1 year at 5.15% ... and then fixed for 1 year at 5.63%

or, fixed for 6 months at 4.85% ... and then fixed for 18 months at 5.57%
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Breakevens

3 year horizon

Fixed for 3 years at 5.59%

1 year 2 years 3 years

: o ... and then fixed for 1 year at
or, fixed for 2 years at 5.39% 5.99%

or, fixed for 18 months at 5.4% ... and then fixed for 18 months at 5.78%

or, fixed for 1 year at 5.15% ... and then fixed for 2 years at 5.81%

4 year horizon

Fixed for 4 years at 5.65%

1 year 2 years 3 years 4 years

. 0 ... and then fixed for 1
or, fixed for 3 years at 5.59% year at 5.83%

or, fixed for 2 years at 5.39% ... and then fixed for 2 years at 5.91%

or, fixed for 1 year at

... and then fixed for 3 years at 5.81%
5.15% Y e

5 year horizon

Fixed for 5 years at 5.75%

1 year 2 years 3 years 4 years 5 years

... and then fixed
or, fixed for 4 years at 5.65% for 1 year at

6.15%

o, fixed for 3 years at 5.59% ... and then fixgg(;or 2 years at
' 5. o

or, fixed for 2 years at 5.39% ... and then fixed for 3 years at 5.99%

oh fl):% f%o;oyear ... and then fixed for 4 years at 5.9%

Source: interest.co.nz, ANZ Research calculations
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Key forecasts

Weekly mortgage repayments table (based on 30-year term)

Mortgage Rate (%)

L B —

315
284 292 301 309 318 327 336 346 355 364 374 384 393 403
340 351 361 371 382 393 404 415 426 437 449 460 472 484
409 421 433 446 458 471 484 497 510 524 537 551 564

m 467 481 495 509 524 538 553 568 583 598 614 629 645

5 526 541 557 573 589 606 622 639 656 673 690 708 726
8| 500 584 601 619 637 655 673 691 710 729 748 767 787 806
21 550 643 662 681 700 720 740 760 781 802 823 844 865 887
(ga, m 701 722 743 764 786 807 830 852 875 897 921 944 968
S| 650 760 782 805 828 851 875 899 923 947 972 997 1,023 1,048
2| 700 818 842 867 891 917 942 968 994 1,020 1,047 1074 1,01 1,129

- 876 902 928 955 982 1,000 1,037 1,065 1,093 1,122 1,151 1,180 1,209
- 935 962 990 1,019 1,048 1,077 1,106 1,136 1,166 1,197 1,227 1,259 1,290
- 993 1,023 1,052 1,082 1,113 1,144 1,175 1,207 1,239 1,271 1,304 1,337 1,371
m 1,021 1,052 1,083 1,114 1,146 1,178 1,211 1,244 1278 1,312 1,346 1,381 1,416 1,451
- 1,078 1,110 1,143 1,176 1,210 1,244 1,278 1,313 1,349 1385 1421 1,458 1,495 1,532
1,134 1,168 1,203 1,238 1,273 1,309 1,346 1383 1420 1,458 1,49 1534 1573 1,613

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

Actual Projections
Mar-26 Jun-26 Current | Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 Dec-27 Mar-28
Floating Mortgage Rate 6.2 6.2 6.3
1-Yr Fixed Mortgage Rate 4.5 4.7 5.2 5.2 5.4 5.5 5.6 5.6 5.6 5.6
2-Yr Fixed Mortgage Rate 5.0 5.1 5.4 5.4 5.5 5.6 5.6 5.6 5.6 5.6
3-Yr Fixed Mortgage Rate 5.3 5.3 5.6 5.6 5.7 5.8 5.8 5.8 5.8 5.8
5-Yr Fixed Mortgage Rate 5.7 5.6 5.8 5.8 6.0 6.1 6.1 6.1 6.0 6.0

Source: RBNZ, ANZ Research

Wholesale interest rate forecasts

Actual Forecasts
Mar-26 Jun-26 Current Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 Dec-27 Mar-28
Official Cash Rate 2.25 2.25 2.75 275 3.00 3.50 3.50 3.50 3.50 3.50
90-Day Bank Bill Rate 2.54 2.72 3.24 3.30 3.55 3.88 3.90 3.90 3.90 3.90
NZ 2-yr swap 3.43 3.35 413 3.95 4.00 4.00 4.00 4.00 4.00 4.00
10-Year Bond 4.72 4.36 512 5.00 5.00 5.00 5.00 5.00 4.75 4.75

Economic forecasts

Actual Forecasts
Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 Dec-27 Mar-28
GDP (Annual % Chg) 1.6 1.7 2.6 22 2.3 2.0 24 26 2.7 2.8
CPI Inflation (Annual % Chg) 3.1 3.1 4.1 3.7 4.0 3.6 25 2.6 2.0 2.0
Unemployment Rate (%) 54 54 5.6 5.6 5.6 5.5 5.4 5.3 5.2 5.1
House Prices (Quarter % Chg) -0.3 0.2 -0.2 -0.3 -0.6 -0.3 0.3 0.8 1.2 1.0
House Prices (Annual % Chg) -0.1 -0.2 -0.9 -0.7 -1.0 -1.4 -0.9 0.2 2.0 34

Source: RBNZ, Statistics NZ, REINZ, Bloomberg, ANZ Research
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