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GENERAL BUSINESS SITUATION IN NZ
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SIZE OF BUSINESS SURVEYED

SOLE TRADERS 1-19 EMPLOYEES 20 + EMPLOYEES
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BREAKDOWN BY BUSINESS SIZE
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FINDING SKILLED STAFF

0
3 /0 EASIER

30% SAME
52% HARDER
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"RECRUITING NOW

Mar-19 Jun-19
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"RECRUITING NOW - BY SIZE

90%

80% 83%
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A slight re-heating ahead of summer

Annual GDP growth and ANZ Confidence Composite
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e Lower interest rates

e Likely LVR loosening

e US rate cut

e Lull in America vs China trade dispute

e NZ does China FTA (mini) upgrade

e RCEP deal done, although without India
e Better than a kick in the teeth

e Brexit hanging around like a bad smell

e That will NEVER blow away

e Now a soap opera with no happy ending
e Watch for RBNZ cut/HYEFU stimulii

BUSINESS UPDATE




Upper North Island House Price Indices

E/g UPPER NORTH ISLAND REGIONAL HOUSE PRICE INDICIES

M suckland Region
Bay of Plenty Region

M northland Region
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Maybe not so amazing actually

Chart 5: Short and long-term interest rates
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Upper North Island House Price Indices

E/a UPPER NORTH ISLAND REGIONAL HOUSE PRICE INDICIES

House Price Index
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Auckland City is where it stalled
n/u AUCKLAND COUNCILS HOUSE PRICE INDICIES

B Auckland City
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Lower North Island House Price Indices

E/a LOWER NORTH ISLAND REGIONAL HOUSE PRICE INDICIES

M Hawke’s Bay Region
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Napier and Hastings are hot, hot, hot
E/a LOWER NORTH ISLAND COUNCIL HOUSE PRICE INDICIES

Hastings District
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South Island House Price Indices

n/u SOUTH ISLAND REGIONAL HOUSE PRICE INDICIES
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NZ (up 3%) Ex-AKL 17% up since election

House Price Index Index Level 1 Month 3 Months 1Year 5 Years®
New Zealand 2761 0.2% 0.7% 1.5% 8.0%
NZ excl. Auckland 2739 0.4% 0.8% 5.9% 8.9%
2789 0.1% 0.5% -3.3% 7.0%
Rodney District 2732 -3.5% -2.5% -2.4% 6.9%
North Shore City 2826 1.3% -0.6% -4.0% 6.3%
Waitakere City 2964 -0.6% -0.1% -3.5% 7.1%
Auckland City 2654 0.2% 1.7% -3.7% 7.0%
Manukau City 2935 0.0% 0.9% -2.5% 7.5%
Papakura District 3030 2.4% -0.6% -2.0% 9.0%
Franklin District 3077 0.9% 0.1% -0.4% 7.6%
Whangarei District 2877 0.5% -1.5% 5.8% 11.1%
Hamilton City 2970 -0.1% 1.4% 3.0% 10.3%
Tauranga City 2704 2.3% 2.5% 5.8% 11.3%
Rotorua District 3317 4.4% 5.5% 9.5% 14.7%
Hastings District 2835 3.4% 6.5% 10.4% 13.5%
Napier City 2637 0.9% 3.0% 10.6% 12.1%
New Plymouth District 2964 3.6% 4.6% 9.2% 6.2%
Palmerston North City 2797 1.7% 4.2% 14.5% 10.5%
2715 0.1% -0.5% 5.8% 10.5%
Porirua City 2645 -5.6% -1.9% 3.0% 10.3%
Upper Hutt City 3141 0.0% 1.0% 12.2% 11.9%
Lower Hutt City 2919 -1.1% 0.4% 8.6% 11.8%
Wellington City 2430 1.0% -2.1% 2.7% 9.4%
Nelson City 2306 -0.6% -0.2% 8.6% 9.5%
Christchurch City 2335 -0.6% -1.3% 0.6% 1.3%
Queenstown-Lakes District 2553 -5.0% -1.7% 1.6% 13.4%
Dunedin City 3206 1.4% 3.7% 15.1% 11.1%
Invercargill City 3043 2.3% 7.9% 21.7% 11.0%
< Source: REINZ * = Compound Growth Rate >
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e Ardern abandoned CGT for all time

e Kiwibuild didn’t get started

e Light rail is delayed, along with new homes
e Councils don’t want more debt

e To build infrastructure for housing

e Ratepayers who vote hate rate increases

e Not keen on extra people

e But love the tax-free capital gains

e Results in no infrastructure + new people

e Good chance asset prices keep rising
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Rotorua is on (real estate) fire

E/a UPPER NORTH ISLAND (EX-AUCKLAND) COUNCIL HOUSE PRICE INDICIES

House Price Index
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Rotorua motel for $4.1m. MSD paid $5.2m for
Rotovegas rooms Jan-June
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Dunedin hotter than Christchurch

E/a SOUTH ISLAND COUNCIL HOUSE PRICE INDICIES
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Timaru and Queenstown outperform

E/g LOWER SOUTH ISLAND COUNCIL HOUSE PRICE INDICIES

House Price Index
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Population growth is exceptional

Met migration rate

By selected countries, 2001-17
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Net migration still near record highs

International Migration

000s per year 000s per year
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New work visa settings no tighter

Population by Visa_Type
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Slight tightening in residency approvals

Population by Visa_Type
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Even more work visa approvals

W1 Work Decisions by Decision Type
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Student visas barely changed

S1 Student Decisions by Decision Type
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Housing shortage 200k and rising

Construction is slowly rising to the challenge
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Mr Shock and Orr-some
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Mr Shock and Mr Orr-some

Figure 5.10
Mortgage rates
% Ya
9 9
8 8
7 'z

Floating

2010 2012 2014 2016 2018

Source: interest.co.nz, RBNZ estimates.

Note: The rates shown for each term are the average of the latest rates on offer from ANZ, ASB,
< BNZ, and Westpac. >

Proudly brought to'you by: Proudly sponsored by: Venue:sponsored by:

BUSINESS UPDATE AUCKLAND BUSINESS CORDIS

C HAMZBER HOTELS & RESORTS
AvcRLARD




How low can you go Adrian?
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Central banks running out of ammo

A global recession could push more countries into negative territory

Central bank policy rates (%)
Hl | afest With same % points reduction as in 2007 to 2009
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US$17 trillion of negative yield bonds

BUSINESS UPDATE

Global negative-yielding debt at a record high and still
climbing.
UsDtn
18 -
Bloomberg Barclays Global Agg
16 1 Negative Yielding Debt
14 4 -MarketValue
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0
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Source: Bloomberg
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Banks think he’s not so Orr-some
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Banks won’t pass much of it on

4.0
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Figure 3.10
Estimates of banks’ new funding costs
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Source: Bloomberg, interest.co.nz, RBNZ estimates.

Note: Shaded areas measure the contribution of each funding source to overall new funding costs.
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220k households could buy

(Thousands of households, severe housing deprivation measures individuals)

M Individuals in severe housing deprivation (2013)

W Households in public housing

M Stressed private renting households (rent >30% of gross income)

™ Not stressed but can't buy
Renting households who could service a mortgage on a new build priced home (based on KiwiBuild price points)
Owner-occupier households

162 1093

RN | |

600 800 1000 1200 1400 1600 1800

Notes on the chart

People who could Renting households who The 162_,000.h0useho!d5. in rhe. green bar_l's based on.
service s mortgage on could stfard & KGwiBulld new build pnces.. The price varies dependmg'on location
60% of a home — eg. priced home (162,000 and household size, but averages $615,000 in Auckland
30% equity share and households) and $425,000 elsewhere across the country. _They are
10% deposit (approx NB;;;edse are'rcrssumed to.have a ﬂSSmeE’d to hg;e%a }59?]0‘9,0051{, so be servicing a
60,000 households) mortg?; :-t;;?s;ri;aa]:z,i: mortgage on of a home.
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A desperate need for houses

Total NZ ® Individuals in severe housing
Auckland deprivation
Greater Christchurch

: m Public housing
Greater Wellington

Greater Hamilton
Greater Tauranga
Napier-Hastings
Dunedin

m Stressed private renters (HAM)

®m Not stressed but cannot afford a

Nelson-Tasman KiwiBuild home

Palmerston north Renters who could afford to service a

Rotorua mortgage on a new build (KiwiBuild
Invercargill price points)
Rest of NZ RIS
0% 10% 20% 30% 40% 50%
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$5.5b of Govt housing support

Individuals in severe housing deprivation

Transitional housing $139m (including $32m of capital)
Housing First, Emergency Housing Special Needs Grants and
Community Group Housing $181m

. 66
Households in public housing
Income related rent subsidy $1094m
Up front funding to secure access to properties $18m (one-off)

Households in rent stress

Accommodation supplement $1690m of which approximately
$1496m to renters and boarders
Temporary Additional Support $208m

Renting households who are not stressed but cannot afford a KiwiBuild home

Renting households who could service a mortgage on a KiwiBuild home

Homeowning households

1093

Key groups by housing situation
(thousands of households, severe housing deprivation measures individuals)

Approximately $195m of accommodation supplement to
homeowning households

sdnoi3 Aay Aq uoneudoisdde Juain)

ored by

BUSINESS UPDATE AUCKLAND BUSINESS CORD]§

C HA MBER HOTE



So far behind the curve

Figure 1: Net core Crown capital spend per additional
1,000 people and population growth (fiscal years)
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Source: The Treasury, ANZ Research
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QE also hasn’t worked. Fire up the helos?

BUSINESS UPDATE
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Instead. Print money. Give it to Govt

Fiscal expansion could absorb saving glut
BlackRock estimate of the G3 term premium global saving to GDP inverted, 1995-2019
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Sources: BlackRock Investment Institute, Federal Reserve Bank of New York and IMF, with data from Refinitiv Datastream, August 2019. Notes: This chart shows our estimate of the G3 term
premium on 10-year sovereign yields and gross global savings. The G3 term premium is a GDP-weighted average of the US, German, and Japanese term premium, with each individual
country estimated using a term structure model - based on the relationship between short- and long-term interest rates - similar to that of a New York Fed model. Global savings reflect gross
savings, or output excluding final consumption relative to overall GDP.
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It's been done before. Here in 1935

Bigger bank holdings
Different holders of DM government debt, 1901-2018
100 180
160
75 = Debt/GDP 140
Domestic 120 o
s non-banks 2
2 100 §
® 50 8
£ g0 ®
[72] o
=
60 °
o 40
Central banks 20
0 0
1901 1914 1927 1940 1953 1966 1979 1992 2005 2018

Sources: BlackRock Investment Institute and IMF, August 2019. Notes: The charts shows the historical breakdown of different holders of DM government bonds and overall DM debt-to-GDP.

1 As Bernanke said then: “In practice, the effectiveness of anti-deflation policy could be significantly enhanced by cooperation between the monetary and fiscal authorities... A money-

financed tax cut is essentially equivalent to Milton Friedman's famous ‘helicopter drop’ of maney.”

2 Former UK Financial Services Authority Chairman Adair Turner was one of the first in the post-crisis period to propose helicopter money because monetary stimulus had failed to generate

adequate demand. One remaining risk with helicopter money is that peaple might be so concerned about the central bank printing money in such a way that they save rather than spend it,

preventing the desired demand boost to the economy. In his 1916 book, Economist Silvio Gesell came up with the concept of “stamped money” as a way of getting around this problem - that

new moneywould be “stamped”, or taxed, each month to encourage spending over saving. >
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‘We will do, quote, whatever it takes’
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® |[n, summary:

e House prices keep going up

e While migration is high and we don’t build enough houses
e And interest rates keep falling

e And the LVR controls are loosened

e Lending more to buy existing homes

e Stock markets at record highs

e Money printing for asset owners

e Not money printing for the poor

e Buy a few motels?
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