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EXTERNAL MIGRATION — JULY 2007

Key points

e The easing trend in net migration inflows continues, driven by higher departures and static
arrivals.

e The slowing in net migration will take further pressure off the housing market, a development
that the Reserve Bank will welcome.

e But the labour market is set to remain tighter for longer as labour supply growth slows — putting
further upward pressure on wages.

e Visitor arrivals remain resilient in the face of a high NZD. This suggests the tourism industry
could be set for a big summer boom if recent falls in the NZD are sustained.
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Assessment

Net migration inflows continue to ease. There was a net inflow of 440 people (s.a.) in July, taking the
annual total to 8,966. On a three-monthly annualised basis, the net migration inflow is running at 5,600, down
from the 13,000 annualised total early this year. The slowdown in net migration is largely due to a rise in the
number of permanent and long-term departures, particularly to Australia. In the year ended July, there was a
net outflow of 25,500 to Australia, an increase from the 20,521 net outflow in the year to July 2006.
Permanent and long-term arrivals to New Zealand continue to be static.

Visitor arrivals to New Zealand continue to surprise with their resilience. Despite the NZD hitting a
fresh post-float high in July, tourist numbers continue to post year-on-year gains. Although visitor numbers are
down 1.8 percent in July, they are up 3.6 percent from a year ago. The continued growth in visitor arrivals,
despite a rising currency, is testament to the attractiveness of New Zealand as a desired long-haul travel
destination. The impact of the high NZD is more visible in the average spend per visitor, rather than on visitor
numbers itself. This suggests that if recent falls in the NZD are sustained, the tourism industry could be set for
a big summer tourist season at the end of this year.

For the Reserve Bank, the migration numbers will provide some comfort that the housing market
will not be getting a demand boost from this channel. We see further downside risks to migration, and
this points to further moderation in the housing market over the remainder of this year. While this will be a
welcome development for the Reserve Bank, easing net migration also means that the labour market will
remain tight and skill shortages will intensify as labour supply growth slows, putting more upward pressure on
wages. With housing market activity looking to cool, the labour market now looks to be the main source of
inflationary risk. However, recent global financial market turmoil and any potential spillover into the
real economy will likely be where the Reserve Bank’'s main attention is now focused in the lead-up
to the September Monetary Policy Statement on 13 September.
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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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