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Size of business surveyed:

SOLE TRADERS 1-19 EMPLOYEES 20 + EMPLOYEES
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The next six months compared to the last six months of 2020, the NZ economy will be:

199, BETTER

24% save
57% WORSE
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In the next three months, do you intend to hire?

OVERALL

32% ves

68% no
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In the next six months my business activity will be:

27% BETTER

43% same
309% WORSE
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The proposed opening of the NZ/Australia border will be:

OVERALL

830/0 Positive for my business

1 7% Negative for my business
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BERNARD HICKEY
Economic Update



Keeping it real...Banksy sold in Parnell for NZ$1.7m




£16.7m (NZ$32.8m) for Banksy’s ‘Game Changer’




1 bed (42sq m) in Miramar for NZ$745k (NZ$600/week)




12 Fife Lane Miramar (100 sq m) worth $950k
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1970 Ford Falcon GTHO Phase Il sold for A$1.15m




Total value of cryptocurrencies hit US$2t

Total Market Capitalization

Linear Scale LogScale }7 =

Zoom 1d 7d 1m 3m ly YTD ALL

Monday 2021-04-05 11:50:17 UTC-05:00 |
Market Cap: $1,996,174,931,645 USD
e 24h Vol: $174,673,674,828 USD



There wasn’t an economy vs health tradeoff

Google Mobility Data - Average of Workplaces, Grocery,
Pharmacy, Retail & Recreation

Percent
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A US, UK and European catastrophe

Cumulative confirmed COVID-19 deaths per million people
Limited testing and challenges in the attribution of the cause of death means that the number of confirmed deaths may not be an accurate count of
the true number of deaths from COVID-19.
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UK and US doing better with vaccinations

Share of people who received at least one dose of COVID-19 vaccine
Share of the total population that received at least one vaccine dose. This may not equal the share that are fully vaccinated if the vaccine requires
two doses.
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China above pre-Covid levels. NZ ahead of rest

Figure 3. GDP levels (Q4 2019= 100)
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But not everything is shipping easily or cheaply

China, Freight Indicators, China Container Freight Rate,
Australia/New Zealand Service, Index
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Global trade is surprisingly robust

World, RWI/ISL Container Throughput Index
Seasonally Adjusted, Jan 2020 = 100
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China’s factories fired right back up again

China Industrial Production Index
Macrobond Calculated Index
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NZ employment barely skipped a beat

Total median earnings - 34 days .
1100 * Total: $1 078.74
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An awful lot of cash is being printed

Fed+ECB+BOJ in Dollars

Figure 1.
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Historically astonishing amounts of printing

Figure 3: Bank of England balance sheet as a % of GDP

Per cent
- 50

] R
Banknote convertibility to gold reinstated Covid-19 crisis ; | 45
Amalgamation of Treasury and Bank .
o note issues - 40
Banknote convertibility to gold
South Sea bubble suspended Failure of r 35

Lehman Brothers
- 30

WWwWi1 Wwwz2 [ o5

- 20
- 15

- 10

1700 1750 1800 1850 1900 1950 2000



But it’s just not circulating. It’s being stashed

FREDQ,/JJ — Velocity of M2 Money Stock
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Also in NZ

NZ$b NZ banks' loans and deposits NZ$b
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Source: RBNZ. Data on NZ registered banks.



That’s why there’s so little inflation

Global Inflation Rates

Figure 5.
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Except for house prices



House Price Index

No wonder the Govt panicked...
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House Price Index

Whoooooaaar in Whanganui

M Hawke's Bay Region
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House Price Index

Even Christchurch couldn’t resist
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House Price Index

After years of calm, the explosion
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The removal of LVRs did the trick
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$1b extra lending/month at >70% LVR to investors
did the trick
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An interest-only ban would hurt
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Rental affordability disaster too

NZ has most stressed poor renters in OECD

Share of the poorest fifth of pop'n spending over 40% of disposable income on rent (2019)
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So what now? Interest-only controls

% of owner-occupier lending at:
DTI > 5
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But don’t worry. It’s too big to fail

Scenarios: impact on the financial value of a house to an investor
Mortgage rate
2% 170 4% 5%

40% -1.7% -2.7% -3.7% -4.7%

50% -2.2% -3.4% -4.6% -5.9%

LVR

60% -2.6% -4.0% -5.5% -7.1%
/0% -3.1% -4.7% -6.5% -8.3%

80% -3.5% -5.4% -7.4% -9.5%
Assumptions: 33% tax rate, 8% discount rate on future cashflows, 4-year phase-in

Source: ANZ Research



Low interest rates for...ever....

Figure 5.3
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So what now? A flat economy

Figure 4. GDP vs Confidence Composite
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House prices still rise 10% in 2021...

Figure 1. House price outlook
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