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Mission Statement 
To help Kiwi businesspeople and householders make informed financial decisions by discussing the 
economy and its implications in a language they can understand.  
 
In this week’s issue…. 
 
Reasons for a mild upturn 1 Housing Market Update 5 
 
Interest Rates 3 FX - Foreign Economies 9 
 
 
The Weekly Overview is written by Tony Alexander. The views expressed are my own and do not purport to 
represent the views of the BNZ.  To receive the Weekly Overview each Thursday night email me at   
tony.alexander@bnz.co.nz   with ‘Subscribe” in the Subject line.  
  
Reasons For A Mild Upturn 
 
Last week we looked at a wide range of indicators and showed that while it is true that the economy is 
technically out of recession, and while there are some sectors – like housing construction – experiencing 
good growth, important sectors like business investment, exports, and retailing are either shrinking or 
barely recovering. But while we think the economy is still quite slack at the moment, it is reasonable to 
believe that we will see growth veering toward 2.5% over 2010 and then, if we are lucky and the world 
economy holds together, 3.5% over 2011.  
 
So this week we will take a very simple run-through of the factors which will help drive growth over the next 
couple of years. Then we do the same exercise for the factors which explain why this will be an extremely 
mild rebound especially in the context of recovery from the worst GDP fall since the 1970s. First the nice 
stuff. 
 
Floating mortgage interest rates are at their lowest levels in four decades, the Reserve Bank have stressed 
their strong intention to keep them there until the second half of next year, and it may not be until late-2011 
that floating rates rise above their average levels. This means good cash flow support for households with 
mortgages with perhaps $80m added to household pockets each month as people roll from fixed rates 
averaging 7.5% to much lower floating rates. 
 
There is a housing shortage in New Zealand and there are two responses underway. The first is a price 
response we have long warned about. The second more important one is a large house construction 
upturn – not apartments. The number of house consents has risen 17% seasonally adjusted over the past 
three months, and we keep coming across people noting that builders are getting hard to find. We also 
discovered something interesting from speaking with someone running a sawmill up north. From exactly 
three weeks ago orders for timber went through the roof with the mill receiving requests from hardware 
suppliers and builders they have never dealt with before. 
 
The housing recovery is important because on average house construction makes up about 5% of GDP 
and tends to have quite a wide impact on many people. Note however that we do not assign a stimulative 
role this cycle to rising house prices. As prices rise we see very little chance of a positive wealth effect. 
That is, we don’t think many people will be spending up large on the basis of their house price rising.  
 
Commodity prices on average have risen 26% over the past eight months and the dairy payout from 
Fonterra has been revised up strongly to reach the second highest on record at  $6.05.  
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Our top 14 export destinations are forecast on average to grow 3% next year – which is equal to the long 
term average and well above forecast shrinkage of about 1.7% this year. This is good for potential foreign 
direct investment here, tourism, manufacturing demand (especially out of fast growing Australia), and 
commodity prices. 
 
There is plenty of spending being done as the country gets ready for the Rugby World Cup, plus other 
infrastructure activity in electricity generation/distribution and roads in particular. Exploration activity also 
appears to be on the up.  
 
And then there are the reasons why we think all business operators should keep focusing on improving their 
debt to equity ratios and only be aggressively looking for acquisition opportunities if their finances are 
excellent. 
 
First, credit availability has permanently changed. The world was awash with money being loosely lent out, 
and while the change in availability of credit in NZ is mild by the late-1980s experience and compared with 
what is happening overseas, it is nonetheless a tightening – and the RB keep warning of further potential 
measures to restrict credit access to NZ borrowers. This lack of credit has already made itself felt in the 
property development sector hit by the collapse of finance companies.  
 
Second, the NZ dollar is above average and likely to creep higher in the coming year and this means the 
upturn currently underway is not an export-led one. That means restraint in the regions in particular. 
 
Third, dairy farmers are carrying a lot of debt and there is little chance that the recent boost in the payout will 
have much impact on their spending. Their focus is debt reduction. 
 
Uncertainty about the global operating environment remains, justifiably, high. This uncertainty will restrain 
the willingness of all of us to spend and invest. 
 
None of these negatives are catastrophic, but they are significant. They help explain why we think it will take 
some time for spare capacity in the economy to be sufficiently used up that the Reserve Bank needs to 
express much concern about inflation. And they explain why one should be very wary about projecting 
recent financial asset price changes in straight lines – be those prices for fixed interest securities, shares, or 
even currencies.  
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INTEREST RATES  
 
House Price Rises Are Not A Monetary Policy Problem 
 
Now that the “boom” word has been used in the context of the housing market – a term which we do not feel 
accurately describes current conditions – people are wondering if the RB are now up the proverbial creek 
with no paddle. The issue arises in terms of one thinking the RB may need to jack interest rates up to stop 
inflation coming from the housing market at the same time as other sectors like farming, tourism, 
manufacturing, and even retailing are struggling. 
 
But something we have pointed out many times in the past is that the housing market is a red herring when it 
comes to inflation. People think that is what the RB targets. It is not. It just so happens that usually when 
inflationary pressures are great enough to warrant tighter monetary policy house prices are rising strongly. 
 
Putting aside the temporary inflation impacts from large exchange rate, commodity price and tax changes, 
inflation ultimately reflects what is happening with resource availability. If resources are plentiful prices stay 
suppressed. If they become in short supply then prices rise to ration them. This is what happens with oil, it is 
happening with milk powder. It is also happening with house prices. As we have long noted, housing is in 
shortening supply in NZ and becoming increasingly so as population growth lifts and construction stays well 
below average. This shortage is driving house prices up – and this is happening with no surge in household 
debt growth. Low interest rates are not driving house prices up.  
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In economists’ language, there is a real shift in the price of houses underway, not a nominal one.  
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But there are not resource shortages in other sectors and the lacklustre outlook for growth in the near future 
suggests outside the housing sector resource pressures are going to remain mild for quite some time. 
Specifically, in contrast with two years ago the unemployment rate is not 3.5% but 6.5% and rising. The 
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capacity utilisation rate in the construction and manufacturing sectors as measured by the NZIER Quarterly 
Survey of Business Opinion was below the 90.7% average at 88.4% in the September quarter. Commercial, 
industrial and retail rents are falling as vacancy rates rise.  
 
The RB is not going to have to worry about generalised inflation for quite some time, but they will as a 
precautionary measure start taking away the unusually stimulatory 2.5% official cash rate from – we think – 
about the middle of next year. They won’t be aiming to slow the economy’s growth rate but will simply be 
acting prudently as central bankers should.  
 
But what about rising house prices? Are they a problem for monetary policy? No. They are not even a 
problem for financial stability as household debt growth is still running near 2.5% per annum. They are 
becoming a larger and larger problem for social policy and that is not the focus of the RB. But it is a focus for 
the government and we discuss that in this week’s housing section further on.  
 
This week swap rates have fallen away a tad as some of the earlier optimism about the strength of New 
Zealand’s upturn has eased slightly. Yields on 90-day bank bills have as ever ended near 2.8%. The two 
year swap rate has ended near 4.52% from 4.63%.  
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Key Forecasts 
• Tightening by mid-2010.  
• Medium to long term housing rates to keep on rising. 
 

FINANCIAL MARKETS DATA      
 This Week 4 wks 3 months Yr 10 yr 
 week ago ago ago ago            average 
Official Cash Rate  2.50% 2.50 2.50 2.50 6.50  6.2 
90-day bank bill   2.80% 2.85 2.80 2.79 5.99  6.5 
10 year govt. bond   5.68% 5.79 5.71 5.81 5.69  6.2 
1 year swap   3.50% 3.56 3.68 3.16 5.38  6.7 
5 year swap   5.65% 5.77 5.73 5.45 5.89  7.0  

 
If I Were a Borrower What Would I Do? 
 
There is nothing new to write here. It is too late to fix, one may as well float and go for the ride and budget 
for the floating rate rising 3% between the middle of 2010 and the end of 2011. After that what happens is 
anyone’s guess as there are simply way too many uncertainties in play. Many borrowers may find it 
worthwhile to have some of their mortgage at a fixed rate. But generally when one is thinking about 
spreading the risk in this way it involves some floating and some fixed three years or so. But fixing three 
years is quite expensive at 7.95% - which is about the average for the past five years and just above the ten 
year average. So spreading risk now might involve some debt fixed at 18 months – which frankly gives little 
security as no certainty is offered for the 2012 period which we are quite uncertain about. So personally 
speaking, I’d just float the lot, and while many people like splitting the rate, when I did actually have a 
mortgage I never did. (Paid it off a decade ago.)  
 



BNZ WEEKLY OVERVIEW 

 

 
 

Page 5    

HOUSING MARKET UPDATE 
 
Housing Market Chugs Along 
 
The REINZ reported last Friday that around New Zealand in October there were 6,091 dwellings bought and 
sold. This was a 36.3% rise from a year ago – but then a year ago we were all worried about another Great 
Depression so for the next few months one must be aware that many indicators are going to be biased 
strongly upward when looking at annual rates of change. That is why it will be best to focus on the monthly 
and quarterly seasonally adjusted rates of change. 
 
Doing that we see that in October sales seasonally adjusted were actually down about 10% from September 
which itself was 11% up from August. So smoothing through everything by looking at the three months to 
October we find a seasonally adjusted gain of 1.8% over the three months to July. Underlying the natural 
month to month volatility there is an improving trend in real estate turnover. But the improvement has near 
stabilised after a strong bounce in sales growth earlier this year so there is no way one could use the word 
“boom” to describe this recovery in the market.  
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So one must ask the question then of whether the flattening in sales growth is due to the buyers staying 
away or the sellers. It looks like it is the sellers because the average dwelling price measure calculated by 
the REINZ using methodology developed by the RBNZ to remove compositional distortions has improved for 
the fourth month in a row. Prices are now on average up 9.4% from January and 5% from a year ago. Good 
luck to those people still holding out dearly for a 40% price decline. Geared at 90% you’ve already missed 
almost doubling your equity.  
 
On average in October it took 31 days to sell a dwelling. This was down from 33 days in September but the 
more important thing is that it was well down from 47 days a year ago and 3.9 days faster than the average 
for October over the past decade. September was 3.2 days faster than average and August 3.7 days. This is 
the strongest divergence from average since September 2007. 
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The following graph is one of our favourites. It gives insight into where the annual rate of house price 
inflation is headed. 
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While we do not expect the pace of growth in sales earlier this year to reappear in the near future prospects 
remain good – as we have long indicated – for average house prices to keep rising for the next 1-2 years. 
There is the lowest level of addition to the existing housing stock in four decades and an upturn in 
construction while underway will be constrained by a shortage first of funding for developers and then late 
next year by a new shortage of contractors. 
 
Population growth is above average courtesy of strong net migration inflows, and funding costs are at their 
lowest levels since the 1960s. 
 
But through 2011 there is a risk the migration cycle starts kicking back the other way and higher interest 
rates may take some of the heat out of the market. But before one gets too worried about what the impact of 
those trends will be on prices consider this.  
 
During 2005 when floating mortgage rates averaged 9% and the net migration inflow was only 6,690 people, 
average house prices rose 15%. 
 
During 2006 when floating mortgage rates averaged 9.6% and migration was a net +14,630 average house 
prices rose 8.4%. 
 
During 2007 when floating mortgage rates averaged 10.2% and migration was only +5,494 average house 
prices rose 6.4%. 
 
During 2008 average floating mortgage rates averaged 10.3%, migration was +3,814, and house prices fell 
8%.  
 
In the ten months of 2009 to October the floating mortgage rate has averaged 6.5%, the net migration flow 
(nine months) has been 14,377, and average house prices have risen 7.1%. 
 
Over 2010 we expect floating mortgage rates to average about 6.3%, net migration near 20,000, so it is fairly 
easy to forecast house prices rising 10% or so. 
 
Over 2011 we expect floating mortgage rates to average about 8.0%, net migration to have kicked back 
down toward 10,000 maybe, and house prices rising another 5% - 10% seems a reasonable expectation. No 
boom, just a period of rising prices.  
 
But of course there are many more things to go into the wash when forecasting house prices and one thing 
in particular should be remembered. During a period of over two decades monitoring, reporting on, and 
forecasting the NZ economy and housing market, I have never seen a reliable mathematically-derived house 
price forecasting model. Just ask the RB how theirs has done over the past five years.  
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Misinterpretation of Volumes 
 
Some commentators have fallen back from predicting a rush of listings as reason for forecasting price 
declines and have now instead latched onto low volumes. What they note is for instance that in October 
6,091 dwellings were sold around the country and while this was up 36% from depressed levels a year ago it 
was down 11% from two years ago, 31% from three years ago, and 28% from four years ago. They 
conclude therefore that the market is still fundamentally weak and therefore price gains will not be sustained. 
Unfortunately for them and their continuing misforecasting of prices the analysis is flawed and it is easy to 
show why. 
 
Imagine this Saturday news items reveal major oil discoveries all over the world to the point where 
predictions that we will run out of the stuff in a few decades get tossed out the window. On Monday morning 
oil prices will plummet regardless of how many transactions between buyers and sellers occur. Imagine 
instead that China announce they are going to encourage all of their citizens to drink more milk every day 
and will build up stockpiles to make sure this happens. Milk powder prices at Fonterra’s next auction will 
soar – regardless of the volume of turnover. 
 
The point is that when a fundamental shift occurs in either the supply of or demand for a product the price 
will change regardless of the number of transactions. That is what has been happening with houses and 
what will continue to happen. Turnover will remain muted because of the shortage, and prices will continue 
to rise as a market-driven response to an imbalance at current prices between those who want to buy and 
those who want to sell. This is ECO 101 stuff involving shifts OF the demand and supply curves and not 
movements ALONG them. 
 
And as we have pointed out in a couple of other places in the WO this week, note the way in which house 
prices are rising without a boom in household debt.  
 
Housing As Part Of Our Culture 
 
You may have noticed during the week that one of the other forecasting groups has adopted quite bullish 
commentary on the housing market. So this now is where things start to get quite interesting. Regular 
readers will know that over 18 months ago we were warning that although house prices would fall they would 
decline maybe “only” 10% - 15% because of supporting factors such as rapidly falling construction, an 
under-supply of housing, and the eventual impacts on debt-loving Kiwis of falling interest rates and 
improving net migration flows. We suggested that if people wanted to make a “canny” purchase in the 
housing market they should do so before the middle of this year.  
 
Prices on average have now risen 9% since January and as we pointed out here last week the price gains 
are occurring in the three main urban centres and not the regions this cycle. That aside, one of the other 
things we pointed out last year is that probably in the second half of this year the debate about affordable 
housing would reignite. That has not happened in public forums yet as far as we can see, but it won’t be far 
away now that there appears to be general awareness of the property shortage moving out of just a dearth 
of listings into a physical shortage of properties. 
 
One might recall how when we were writing positively about the housing market in Winter the doom-sayers 
were forecasting prices would decline anew because Spring would bring a flood of listings. That has not 
happened, but one suspects the improving house price sentiment/discussion will bring forward a few more 
sellers looking to alter their long term property exposure to something better aligned with their underlying 
cash flows and risk tolerance. 
 
But back on affordable housing. This is an extremely important issue with regard to social inclusion and 
cohesiveness. One of the things we generally appear to value as New Zealanders is the ability to own our 
own home and not to live in the tiny accommodation so prevalent overseas. When house prices were 
skyrocketing 2-3 years ago and worries about this threat to our culture were high the Commerce Select 
Committee held an investigation into the home affordability issue and produced a set of relatively lacklustre 
recommendations which as far as we can tell have had no impact. http://www.parliament.nz/en-

http://www.parliament.nz/en-NZ/PB/SC/Documents/Reports/c/7/9/48DBSCH_SCR4170_1-Inquiry-into-housing-affordability-in-New-Zealand.htm�
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NZ/PB/SC/Documents/Reports/c/7/9/48DBSCH_SCR4170_1-Inquiry-into-housing-affordability-in-New-
Zealand.htm 
 
The debate will soon flare again and with it the appearance of proposals such as forcing developers to make 
smaller cheaper houses as a condition of their subdivision consents, pressure for more high intensity infill 
housing in cities (watch for that especially once petrol prices soar again), and eventually increasing talk of 
shifting to Australia in the mistaken belief that just because lots of builders will soon be flocking there for 
good work that must mean housing is plentiful and affordable. Actually Australia has a far worse housing 
shortage than New Zealand and it is likely to get worse. And they look like they will run out of water. Plus, 
when global warming gets going just how hot does one want to be when it is already roasting in most of 
Australia?  
 
The relevance of the affordable housing debate for our general focus is that proposals to address the issue 
are likely to lead to reduced construction of housing and not more. Specifically, forcing developers to 
produce smaller – and therefore less profitable – houses will lead to fewer being built. This and the 
underlying shortage of property is certain to produce a rents response down the track somewhere, and that 
is when the debate will really become troublesome because not being able to afford to buy a house is one 
thing. Not being able to afford the rent is something quite different. It will be interesting to see how the 
government grapples with this issue.  
 
Here is a random thought. Are our public transport systems going to be able to handle the possible growth of 
“barbell” type cities. These are ones where those who can afford it live near the centre – perhaps shedding 
their car next decade – and those who cannot live way out where accommodation is cheap but they need to 
commute. Smart businesses would shift their factories to the outskirts one thinks. Is this where the 
developing inland port in Wiri south of Auckland becomes quite exciting?  
http://www.scoop.co.nz/stories/BU0911/S00374.htm 
 
 
Are You Seeing Something We Are Not? 
If so, email us at tony.alexander@bnz.co.nz with Housing Comment in the Subject line and let us know.  
 
Key Forecasts 
• Dwelling consent numbers to recover now with potentially good activity from late-2010. 
• Real estate sales continuing to increase but the rise limited by listings shortages.   
• House prices edging higher.  
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Exchange Rates & Foreign Economies  
 
Exchange This Week 4 wks 3 mths Yr Consensus 10 yr 
Rates Week Ago ago ago ago Frcsts yr ago* average 
NZD/USD 0.738 0.740 0.738 0.674 0.553 0.573 0.592 
NZD/AUD 0.797 0.796 0.806 0.815 0.848 0.848 0.856 
NZD/JPY 65.600 66.500 67.100 63.800 53.6 59.0 66.8 
NZD/GBP 0.441 0.446 0.452 0.407 0.369 0.358 0.345 
NZD/EUR 0.494 0.494 0.495 0.477 0.437 0.448 0.51 
USD/JPY 88.889 89.865 90.921 94.659 96.926 103.0 113.9 
USD/GBP 1.673 1.659 1.633 1.656 1.499 1.601 1.709 
USD/EUR 1.494 1.498 1.491 1.413 1.265 1.278 1.156 
AUD/USD 0.926 0.930 0.916 0.827 0.652 0.676 0.69 
 
NZD Does Nothing Exciting 
 
A week ago the Kiwi dollar was buying US74.4 cents and this evening it is trading near 73.8 cents. Over the 
week the range was about 73-75 cents so frankly it has not been an exciting week as far as the NZD goes. 
No major pieces of data have appeared to shift sentiment, we have learnt nothing new about the strength of 
the carry trade out of USDs or whether the trade is starting up in volume out of the Japanese Yen, and there 
have been no sustained major changes in prices for the major currencies.  
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We have ended down slightly against the Yen near 65.6 from 66.5, against the pound near 44.51 from 44.6 
pence, unchanged against the Euro near 49.4 centimes, and unchanged also against the Aussie dollar near 
79.7 cents. 
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With regard to the major currencies, after all the usual tooing and froing in response to sometimes weak then 
sometimes strong data, comments from officials implying they want currencies up versus comments form 
others implying they want them down, the greenback has ended against the Japanese Yen near 89.4 from 
89.9 a week ago. As the graph below shows the USD has been drifting slowly downward against the Yen 
since March and at this stage there is little reason for believing this slow trend will alter.  
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Against the Euro the greenback has ended unchanged from last Thursday near $1.495. Again the graph 
shows that the trend is for a weakening dollar since March and we expect this tendency to continue. Against 
the British pound the USD has ended weaker near $1.672 from $1.659 but note that apart from the period of 
pound strength from march to May there has been little broad change in this rate in recent months. That is 
because the British pound has been slammed by bad economic data, fiscal worries, lack of evidence that 
banks are becoming much more willing to lend, worries about the future role of the City of London as 
sectoral controls on remuneration are tightened and so on.  
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Growth Prospects Offshore Slowly Brightening 
 
On average over the past decade our top 14 export destinations have grown by about 3% per annum. When 
the monthly Consensus Economics survey of economists around the world first asked about expectations for 
2009 – back in January 2008 – the expectation had been for growth of a healthy 3.5%. Then the global crisis 
got worse and worse and by April this year the common forecast was shrinkage of 2.5% this year. Now 
things have improved and shrinkage is expected to be “only” 1.7%. 
 
What matters more however is how 2010 is shaping up. At the start of this year the consensus view was for 
growth of 2.4% next year – in other words even in the depths of the global downturn there were expectations 
that improvement would come along not too far down the track, even though general commentary was very 
negative. The 2010 expectation was at its worst back in April with growth of 2% expected. Now, in the 
November survey, growth is expected at 3%.  
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This improvement in trading partner growth partly explains the strong recovery in commodity prices since 
early this year – though when one sees price movements like 88% for wholemilk powder there are clearly 
other things in play such as inventory rebuilding, renewed focus on long term demand growth, and short 
term supply constraints.  
 
The US economy is expected to record growth of 2.7% next year following shrinkage of 2.4% this year with 
help coming from restocking, continued very low interest rates, fiscal stimulus, a low greenback, and 
improving trading partner growth. But severe questions remain over whether this growth will be achieved. 
There are concerns about low bank willingness to lend, and the continuing deterioration in the US labour 
market in particular which appears to be generating some new weakness in consumer sentiment.  
 
The University of Michigan Consumer Confidence Index unexpectedly fell away in the initial November 
reading to 66 from 71 in October and 74 in September. The graph below shows the trend still appears to be 
upward – but clearly sentiment is still fragile. Plus a reading below 100 indicates consumers intend pulling 
back on their spending so one cannot be justified in having an expectation of robust retailing activity over the 
next few months in the US.  
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But then – just to reinforce the occasionally mentioned point that there is little short term correlation between 
sentiment and spending, US retail sales actually jumped 1.4% in October whereas only a 0.9% rise had 
been expected. What matters is what people do rather than what they say so the result has contributed to a 
strengthening in the US sharemarket over the week and concomitant recovery in the NZ dollar after it fell to 
near US 73 cents early in the week. Plus, with regard to the US labour market there is some cause for hope 
over 2010.  
 
US businesses tend to shed employees very quickly when conditions are tough and as a result their 
productivity levels – as has happened recently – can rise substantially. When demand then picks up 
businesses can face substantial labour pressures which must be responded to by quickly hiring many extra 
people. Such an outcome would be the good scenario for 2010 which it is worth keeping an eye on because 
if this happens there is likely to be extra upward pressure on the NZD through declining risk aversion. But 
keep an eye in that case also on changing expectations for the timing of US monetary policy tightening. For 
the moment the markets have factored in NZ tightening starting well ahead of US tightening, but those 
expectations could shift next year and bring some extra NZD/USD volatility from maybe the middle of the 
year.  
 
The Euro-zone is forecast to grow only 1.2% next year after shrinking 3.8% this year. Over the September 
quarter the worst recession since WW2 officially ended with GDP rising 0.4%. But there are ongoing worries 
about the labour market, the risk the ECB raises interest rates earlier than consumers and businesses would 
like, and the strong Euro denting export growth. Having said that however it is exports out of Germany and 
France which greatly contributed to the +0.4% GDP result.  
 
For Japan growth of 1.4% is expected next year following shrinkage of 5.7% this year and 0.7% over 2008. 
The economy officially exited recession in the June quarter with annualised growth of 2.7% and that growth 
accelerated in the September quarter to a higher than expected pace of nearly 5%.  
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If I Were An FX Receiver What Would I Do? 
 
Personally I would still be hedging and increasing my use of options while remembering all the time that 
forecasting exchange rates is a mugs game. The exchange rate should be considered a threat to all 
exporters which should be hedged away as much as possible through natural means (funding, spreading 
receivables currencies, input sourcing) and financial instruments. I’d also think about buying an importing 
business as a natural hedge against my export business.  
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*Sourced from Consensus Economics. http://www.consensuseconomics.com/ 
 
This publication has been provided for general information only. Although every effort has been made to ensure this publication is accurate the 
contents should not be relied upon or used as a basis for entering into any products described in this publication. BNZ strongly recommends 
that readers seek independent legal/financial advice prior to acting in relation to any of the matters discussed in this publication. Neither the 
Bank of New Zealand nor any person involved in this publication accepts any liability for any loss or damage whatsoever that may directly or 
indirectly result from any advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this publication. 

http://www.consensuseconomics.com/�


BNZ WEEKLY OVERVIEW 

 

 
 

Page 13    

ECONOMIC DATA 
All %  Latest Previous Latest Year 2 Yrs 
  qtr only qtr only year  ago  ago 
Inflation  RBNZ target is 1% - 3% on average 1.3%  0.6 1.7 5.1 1.8 
GDP growth  Average past 10 years = 3.0%  +0.1 -0.8 -1.8 2.5 2.3 
Unemployment rate Average past 10 years = 5.3% 6.5 6.0 ...... 4.3 3.6 
Jobs growth Average past 10 years = 1.9% -0.7 -0.4 -1.8 1.1 1.6 
Current a/c deficit  Average past 10 years = 5.5% of GDP 5.9 8.1 ...... 8.3 8.2 
Terms of Trade  -8.9 -2.7 -13.1 10.7 2.3 
Wages Growth  Stats NZ analytical series 0.6 0.8 4.6 5.6 4.6 
Retail Sales ex-auto Average past 9 years = 3.8%. 0.5 0.3 -0.9 0.4 5.5 
House Prices  REINZ Stratified Index 3.3 2.2 5.0 -6.8 9.4 
Net migration gain   Av. gain past 10 years = 11,700 +17,043 12,515yr ...... 4,403 8,319 
Tourism – an. av grth 10 year average growth = 5.0%. Stats NZ -1.8 -2.8 -1.8 -0.3 3.8 
  Latest Prev mth 6 mths Year 2 yrs 
  year rate year rate ago ago ago 
Consumer conf. 10 year average = 2%. Colmar survey 57 38 -9 23 -8 
Business activity exps 10 year average = 26%. NBNZ 31.0 32 -4 -11 20 
Household debt 10 year average growth = 11.3%. RBNZ 2.3 2.3 2.7 6.7 13.3 
Dwelling sales 10 year average growth = 3.5%. REINZ 36.3 43.7 39.1 -34.8 -22.6 
Floating Mort. Rate  (Total Money) 10 year average = 7.6%* 5.59 5.59 6.49 10.49 9.99 
3 yr fixed hsg rate 10 year average = 7.9% 7.95 7.45 6.59 8.69 8.75 

ECONOMIC FORECASTS 
Forecasts at Oct. 29 2009 March Years    December Years   
   2008 2009 2010 2011 2012 2007 2008 2009 2010 2011
GDP - annual average % change          
Private Consumption 3.2 -0.8 -0.2 1.8 2 4.1 -0.1 -1 1.6 2
Government Consumption 4.2 3.3 0.8 2.7 1.9 3.8 3.8 1.3 2.3 2.2
Investment 4.2 -8.8 -11.5 5 8.8 4.9 -5.2 -13.7 1.3 9.6
GNE 4.2 -2 -3.3 4 3.4 4.4 -0.1 -4.9 3.3 3.7
Exports 3.1 -3.3 -1.3 0 4.9 3.9 -1.3 -2.4 -1.3 4.7
Imports 10 -4.7 -13.9 3 5.9 8.9 2 -17.3 1.2 5.6
GDP  3.1 -1.1 -0.7 3 3.1 3.2 0 -1.6 2.3 3.3
Inflation – Consumers Price Index 3.4 3 2.5 1.1 2.6 3.2 3.4 2.6 1.4 2.1
Employment -0.3 0.8 -1.6 2.6 3.2 2.3 1 -2.9 1.7 3.4
Unemployment Rate % 3.8 5 7.4 7.2 6.2 3.5 4.7 7 7.4 6.3
Wages  4.4 5.1 2.4 1.5 3.8 4 5.1 3.1 1.3 3.3
EXCHANGE RATE 
ASSUMPTIONS  
NZD/USD 0.8 0.53 0.78 0.78 0.7 0.77 0.56 0.76 0.79 0.72
USD/JPY 101 98 92 105 109 112 91 91 104 108
EUR/USD 1.55 1.31 1.48 1.44 1.4 1.46 1.34 1.49 1.45 1.41
NZD/AUD 0.87 0.8 0.82 0.84 0.82 0.88 0.83 0.82 0.83 0.83
NZD/GBP 0.4 0.37 0.45 0.44 0.41 0.38 0.37 0.45 0.44 0.42
NZD/EUR 0.52 0.41 0.53 0.54 0.5 0.53 0.41 0.51 0.54 0.51
NZD/YEN 81.1 51.8 71.8 81.9 76.3 86.3 50.9 69.2 82.2 77.8
TWI 71.6 53.8 69.6 72.3 67.1 71.6 55.1 67.9 72.6 68.4
Official Cash Rate 8.25 3 2.5 4.25 6.25 8.25 5 2.5 3.75 5.75
90 Day Bank Bill Rate 8.91 3.24 2.7 4.62 6.62 8.9 5.23 2.76 4.12 6.12
10 year Govt. Bond 6.36 4.77 5.75 6.3 7 6.4 4.88 5.7 6 6.8
All actual data excluding interest & exchange rates sourced from Statistics NZ.  
The BNZ Weekly Overview is prepared by Tony Alexander, Chief Economist at the Bank of New Zealand. Ph  04 474-
6744. 
*extrapolated back in time as Total Money started in 2007 


