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Size of business surveyed:

SOLE TRADERS 1-19 EMPLOYEES 20 + EMPLOYEES

O
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| am confident the new Government will deliver a good
environment for business to grow and succeed

1 8% AGREE

51% cautious

AGREE CAUTIOUS DISAGREE

: 31% noisacree
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For Auckland, the new Government should focus on solutions to

immediately address
Respondents could choose their top three

OVERALL

859, Auckland congestion B51% oOpening borders

72% Housing supply 21% Rail to airport

70% skills availability
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Activity at Eden Park

They have been allocated six concerts per year. Should they have to go through the costly and time-consuming
consent process for each event or proceed with six events?

91 % proceed

9% consent
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Should the new Labour Government govern alone?

81% ves

19% o

YES NO
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BERNARD HICKEY
Economic Update



What’s happening & what might happen next

YES, WE ARE IN A
PROPERTY BOOM.

WHAT'S HAPPENING?
CALL US TODAY
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Who has the best scones?

Auckland Chamber of Commerce — Nov 3, 2020



2.3

2.25
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Number (million)
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2.05
May-19

What’s happening with jobs?

Jul-19

Total number of paid jobs — 34 days

Sep-19 Dec-19 Feb-20

-@- Total
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Apr-20

Jun-20

Sep-20



What’s happening with incomes?

Total median earnings — 34 days
1075

1050
1025

v 1000
975

950

925
May-19 Jul-19 Sep-19 Dec-19 Feb-20

=@~ Total

Select date range

2019-05-05 2020-09-20
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Sep-20
e Total: $1 043.68

Apr-20 Jun-20 Sep-20

Last updated: 29 October 2020
Source: Stats NZ



Why didn’t incomes and jobs crash?

Wage Subsidy (jobs supported)

Millions Millions
2.0 2.0
1.6 1.6
1.2 1.2
0.8 0.8
04 04
0.0 0.0
17 Jan 13 Mar 8 May 3 Jul 28 Aug 23 Oct
B Wage subsidy [ Wage subsidy extension

[ Wage subsidy resurgence

Source: MSD
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Is everyone still working from home?

Figure 2: People movements at selected locations

% change (index=January) % change (index=January)
40 40

-100 -100
27Mar 8May 19Jun 31Jul 11 Sep 23 Oct

Retail and recreation Grocery stores
_____ Parks -==== Transit
Workplaces Residences

Source: Google Auckland Chamber of Commerce — Nov 3, 2020



Are the roads busy again?

Traffic Movement

Annual % change Annual % change
20 20

-100 -100
30Mar 11May 22Jun 3Aug 14Sep 26 0ct
——— Auckland —— Christchurch ===-- Dunedin
----- Hamilton Wellington

Source: Waka KotatieNZFrengportAgeneys, 2020




What about heavy freight?

Freight Movement

Annual % change Annual % change

-100 -100
30Mar 11May 22Jun 3Aug 14Sep 26 Oct
——— Auckland Christchurch ====- Dunedin
----- Hamilton Wellington

Source: Waka Kotahi-N&.TranspartAgensy, 2020




What's are exports and imports doing?

Figure 4: Overseas merchandise trade

$ million $ billion

1,000 6

750 4

500 2

250 0

0 -2

-250 -4

-500 -6

-750 -8
-1,000 -10

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

[ ] Monthly Balance (sa) —— Annual Balance (RHS)

Source: Stats NZ
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What have central banks done?

Total Assets of Major Central Banks

Figure 1.
80 MAJOR CENTRAL BANKS: TOTAL ASSETS 80
7.5 (trillion dollars, nsa) — 7.5
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30— 3.0
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2.0 — 2.0
1.5 — 1.5
1.0 1.0
yardeni.com
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Source: Haver Analytics.
Auckland Chamber of Commerce — Nov 3, 2020



What’s happening with house prices?

Prices 412% above pre-crisis levels

400 -

350 - T

300 -

250 -

Index
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Is the boom everywhere?

16 A

[ [ =
o N RN
1 L 1

Annual % change (3-mth-avg)
(0]
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Who is borrowing and buying?

Figure 2. Investor lending by loan-to-value ratio

100 4
90 A
80 A
70 -
60 -
50 +
40 A
30 A
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e ——— s
0 1 Ll LS 1
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——Higher than 80% LVR —Between 70% and 80%
—| ess than 70% LVR

Source: RBNZ, ANZ Research
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s it all leverage?

Figure 6. Equity associated with housing turnover

8.0 1 Difference represents r 4.0
equity associated with 35
7.0 1 housing market turnover ’
6.0 B 3-0
. 5.0 F 25
‘3 - 2.0
- 40
= B 1.5
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1.5 - 0.0
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Source: RBNZ, REINZ, ANZ Research
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Why are there so many Harvey Norman
ads on the front pages of newspapers?

Actual card spending on durables industries, September months, 2018-2020 :
800M
600M
*  400M

: I I I I
0 . l
Furniture, electrical and hardware Recreational goods Department stores Pharmaceutical and other store-based
retailing retailing
@ sep-18 Sep-19 @ Sep-20 Stats NZ
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Where is GDP forecast to go?

Figure 1.1 — Real production GDP

$billions (2009/10 prices)
80

Forecast
70
60 -

50

40

30 r T T T T T T
Jun-06 Jun-09 Jun-12 Jun-15 Jun-18 Jun-21 Jun-24
Quarterly

—Pre-election Update 2020 —Budget Update 2020

Sources: Stats NZ, the Treasury
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How much will Govt debt rise?

Figure 2.21 — Net core Crown debt (excluding
NZS Fund and advances)

% GDP
60%
Actual Forecast Projection

55%

50% :
48.0%

45%

400/0 - — - .42'0%

35%

30%

25%

20%

15% - T v T T r T r T T r T T T r r .
2014/15 2016/17 2018/19 2020/21 2022/23 2024/25 2026/27 2028/29 2030/31 2032/33

—PREFU 2020 —BEFU 2020 Year ended 30 June

Source: The Treasury
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How indebted are we vs the rest?
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What about our our AAA peers?

New Zealand maintains a stronger fiscal position than many Aaa-rated sovereigns
(Key fiscal metrics, average over 2019 and 2020)

100
® Gross general government debt, % of GDP (LHS) ® Interest payments, % of government revenue (RHS)

®
30
I I l I )
0 —_—

Luxembourg Switzerland Singapore New Zealand Denmark Sweden Aaamedian Norway Australia Netherlands Germany Canada us

= N
o o

Sources: National authorities, IMF, Moody's Investors Service forecasts
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Who is ‘lending” the Govt all the money?

Figure 3.3
Cumulative LSAP purchases and NZGB issuance

$bn $bn
30 1 r30
25 1 NZGB issuance F25
20 1 - 20
15 1 Purchases of NZGBs r15
under LSAP programme
10 1 r10
51 rS
0- 0

Apr20 May20  Jun20 Jul 20

Source: RBNZ, Treasury.

Auckland Chamber of Commerce — Nov 3, 2020



How low will mortgage rates go?

Figure 3.4
Mortgage rates

% %
6.5 1 r6.5

Floating
6.0 - A 6.0

5.5 r5.5

5.0

r4.5

4.0

3.5

3.0

2016 ' 2017 ' 2018 ' 2019 "~ 2020

Source: interest.co.nz.

Note: The rates shown for each term are the average of the latest
rates on offer from ANZ, ASB, BNZ, and Westpac.
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1% rates fall = 20% price rise

120 ?é New Zealand Auckland %3 120

100 - 100

[ ]
60 - - 60
20 20
0 - 0

Change in  Change in Structural  Other factors Actual price  Changein  Change in  Structural  Other factors  Actual price
rent income inflation change in change since rentincome  inflation change in change since
expaclations interest rates 2009 expactations interest rates 2009
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ow much equity is there to use?

House prices & value of housing stock

30 1% $ billion
1,200
25 | mm V/alue of housing stock,$b (RHS)
===House prices (annual % change)
20 - 1,000
15 1 /\_ 800
dlih
10 -
/\ / 600
/ \J /I
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N I
200
-5 4
\
-10 1 f 0
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Source: Core Logic
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How much cash is lying around?

29 29
4 MAJOR CENTRAL BANKS: TOTAL ASSETS I
27— (trillion dollars, nsa) L 27
i Aug 5
25— 25
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21 _ Total of _ 2
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17— 17
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9 — 9
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Source: Haver Analytics.
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How quickly is it all circulating?

FRED -~/ — velocity of MzM Money Stock

4.0
3.5
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245
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How much is RBNZ printing vs the rest?

Figure 1.17. Selected Economies: Monetary Base Expansion
(Change in first three months of the episode, in percent of previous
year’s GDP)

Central banks have provided a significant expansion in liquidity, including
through asset purchase programs, especially in advanced economies
where the expansion has been stronger than during the global financial
Crisis.

1. COVID-19 Crisis’




So where’s the inflation?

Global Inflation Rates

Figure 5.

| OECD: CONSUMER PRICE INDEX
| (yearly percent change)

— Total (1.2)
—— Exfood & energy (1.6)

Aug

yardeni.com

71 73 75 77 79 81 83 85 87 8 91 93 95 97 99 01 03 05 07 09 11
Source: Organization for Economic Cooperation & Development (OECD).
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Will more printing and lending work here?



Interest rates over the long run

Annual real rate trend
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How will this all end?
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