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BUILDING CONSENTS ISSUED — AUGUST 2007

Key points

. Dwelling consents posted a rebound following the sharp fall in July, led by increased apartment
consents.
Non-residential consent issuance remains strong with the trend growth rate picking up.
We continue to expect consent issuance to trend lower for the remainder of this year.
The value of dwelling consents per square metre (a rough proxy for construction costs)
remained stable over the past three months.
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Assessment

Residential building consents issuance has been particularly volatile over the past few months,
influenced by fee increases for consents application by some local authorities on 1 July 2007. This
resulted in a surge in consents in June (up 13.7 percent), followed by a sharp fall in July (down 15.5 percent).
The 5.8 percent increase in dwelling consents in August (up 1.1 percent compared to a year ago) was stronger
than we had expected, though we note that most of the rise had been for apartments. On an ex-apartment
basis, the increase in consents has been more modest (up 0.7 percent for the month and 1.9 percent compared
to a year ago). Over the past six months, the number of ex-apartment consents has been relatively flat — a
better reflection of underlying residential construction activity.

Volatility aside, we continue to look for an easing in dwelling consent issuance, leading to a decline
in residential construction activity by late this year or early next year. While activity is expected to be
strong in the dairy-aligned regions, it will not be sufficient to offset the impact of easing net migration and the
slowdown in the housing market. There tends to be a lag of around 4-6 months from housing activity to
consents data. With house sales already well down in recent months, this should start to translate through to
consent issuance over coming months.

On the non-residential side, the value of consents issuance remains strong with a pick-up in the
monthly trend growth rate. A total of $398 million worth of non-residential consents were issued in August,
an increase of 8.5 percent compared to a year ago. This points to a strong pipeline of non-residential
construction activity heading into early next year.

There are limited implications for the Reserve Bank from today’s consents data. We note that the
value of dwelling consents per square metre (a rough proxy for construction costs) remained stable over the
past three months. While a step in the right direction, the test is whether this translates through into a
softening in housing related inflation. Until then, expect the Reserve Bank to remain on alert.
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Disclaimer

This document has been prepared by ANZ National Bank Limited (the "Bank™), is provided for informational
purposes only and does not constitute an offer to sell or solicitation to buy any security or other financial
instrument. No part of this document can be reproduced, altered, transmitted to, copied to or distributed to
any other person without the prior express permission of the Bank.

This document is a necessarily brief and general summary of the subjects covered and does not constitute
advice. You should obtain professional advice before acting on the basis of any opinions or information
contained in it. The information contained in this document is given in good faith, has been derived from
sources perceived by it to be reliable and accurate and the Bank shall not be obliged to update any such
information after the date of this document. Neither the Bank nor any other person involved in the preparation
of this document accepts any liability for any opinions or information (including the accuracy or completeness
thereof) contained in it, or for any consequences flowing from its use.
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