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Key points

Some comfort for the Reserve Bank with housing activity softening.
Median house prices fell compared to the previous month, and on an annual basis continue to
ease — taking annual growth to 10.2 percent.

¢ House sales fell to their lowest July level since 2001 and the median number of days to sell rose,
suggesting the housing market is starting to moderate in the face of higher interest rates.
We expect the housing market to continue easing over the months ahead.
However, with inflation trends more broad than the housing market, the Reserve Bank also
needs to see such moderation as sustained and for it to filter across to other areas of the

economy.
Median House House Sales (sa) Median Days
Price to Sell e
House sales vs minimum mortgage rate
_ _ S-a. Number (s.a.) %
Jul-06 313 11.8% 8512 -4.5% 35 34 12000 6.0
House sales
Aug-06 310 6.9% 8729 -0.3% 33 34 (LHS)
Sep-06 313 7.9% 8871 -5.6% 31 33
10000 - - 7.0
Oct-06 324 9.8% 8831 4.0% 29 31
Nov-06 330 10.0% 8996 6.8% 29 32
Dec-06 330 11.9% 9395 19.4% 29 32 8000 - 8.0
Jan-07 327 9.0% 9228 19.0% 38 31
Feb-07 335 13.6% 9109 18.0% 32 30
6000 - - 9.0
Mar-07 344 13.7% 8973 8.9% 27 28 Minimum floating, 2 or 5 year rate
Apr-07 349 14.4% 8161 8.2% 28 28 CETSmE s ’Ris)
May-07 350 14.8% 8395 -3.7% 30 29 4000 T T T T T T T T T T 10.0
Jun-07 348 12.1% 7808 -11.3% 30 29 o7 98_ 99 00 01 02 03 04 05 06 07
Sources: ANZ National Bank, REINZ
Jul-07 345 10.2% 7325 -14.3% 31 30

Assessment and implications

The housing market is showing further signs of easing, indicating that it has finally turned in the
face of higher interest rates. Seasonally adjusted house sales fell 6.2 percent in July, following a 7.0
percent fall in the previous month (though changes to the reporting process by REINZ complicated the
interpretation of the June number). Compared to a year ago, house sales are down 14.3 percent and is the
lowest level of sales for a July month since 2001. The median number of days to sell a house increased to 31
days (30 days in seasonally adjusted terms), although this is still low by historical standards. Median house
prices fell $2,500 to $345,000 — the second consecutive monthly fall. House price growth has eased from its
recent high of 14.8 percent in May to 10.2 percent in July. On a regional basis, six of the 12 regions recorded
median house price falls in the month with the Waikato and Bay of Plenty regions leading the way.

We expect further softness for the housing market going forward. A tight labour market will continue to
provide a base level of support for the housing market. However, with net migration easing and the four OCR
increases by the Reserve Bank this year taking fixed mortgage rates to 9 percent, we expect further
moderation in the housing market over the months ahead.

The Reserve Bank will take some comfort from today’s housing data. All the indicators in the July
housing market data are moving in the right direction for the Reserve Bank. However, it is still too early to be
confident that the housing market is starting to slow in a sustained manner. The housing market has shown it
can bounce back quickly after a lull in activity. This morning’s employment report showed a much tighter than
expected labour market reinforcing the vigilance still required by the Reserve Bank. For now, despite easing
housing market activity, the bias for interest rates remains skewed to the upside and any easing in monetary
policy is still a long way off.
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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. It is intended for distribution only in New Zealand and may not be distributed in any other
jurisdiction. 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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