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34% Overvalued?
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Or 28% Overvalued
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Or 50% Overvalued

Ratio

9.0

8.0

7.0

6.0

5.0

4.0

30 ] T T T T T T T T I T T I T T
1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017
Source: REINZ, Statistics NZ, BNZ

House Prices/Average Earnings

50%

Quarterly

PRIVATE & CONFIDENTIAL | BNZ MARKETS

onz [



No Longer Pulling Away

Annual Real House Price Inflation
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Down But Not Out
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Sales Really Quite Weak

Monthly Average REINZ House Sales

Twelve Month Moving Average
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Real Rates Turn Positive
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Population Growth Peaking

% change Population Growth
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As Migration Softens
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Employment Growth Slowing

Annual

% change Employment and GDP
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Unemployment Falling
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Supply Shortages Still Prevalent

Housing Supply and Demand
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Government Not The Solution
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Regulatory Issues

* LVRs

* Tighter Bank Capital Requirements
e Overseas buyers excluded

* Ring-fencing of investor losses

* Tighter migration rules

* Tax Working Group

e Capital gains tax
* Land tax
* Wealth tax




Resolution Possible?
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Conclusion

* The glory days are over

e Significant overvaluation persists

* But the catalyst for a big correction is absent
* A nirvana resolution is plausible

* But the risks cannot be overlooked




Disclaimer

This publication has been provided for general information only. Although every effort has been made to ensure

this publicationis accurate the contents should not be relied upon or used as a basis for entering into any products described
in this publication. To the extent that any information or recommendations in this publication constitute financial advice, they
do not take into accountany person’s particular financial situation or goals. Bank of New Zealand strongly recommends
readers seek independent legal/financial advice prior to actingin relationto any of the matters discussed in this publication.
Neither Bank of New Zealand nor any person involved in this publicationaccepts any liability for any loss or damage
whatsoever may directly or indirectly result from any advice, opinion, information, representation or omission, whether
negligent or otherwise, contained in this publication.
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