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Housing market reeling
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Westpac house price inflation forecasts (LHS)
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Available Listings in Auckland
(8 months supply and rising)
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Housing market drivers

•Interest rates
•Maintenance costs
•Tax
•Inflation

•Credit availability

•Construction costs
•Population / migration
•Land availability
•Incomes, unemployment

Price-to-rent ratioRents and prices



Average rent % of average wage 
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Houses are 20% overvalued 
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Housing Demand/Supply Balance 
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Net migration
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Wage inflation
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Ugly inflation outlook

RBNZ  
March 

forecasts

Westpac 
forecasts
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Why the RBNZ will not cut rates this year, 
even if the economy slows

• Inflation 3.6% in June 2008, and rising
• Emissions Trading Scheme, petrol levies
• Price rises for food, electricity, petrol, rent
• Asian, Australian inflation
• Tax cuts
• Dairy boom to add $4 billion to economy each year
• Unemployment 3.4%, wage inflation 3.5% and rising, 

labour shortages are extreme
• Built-up capacity constraints 
• If economy really stalls, NZD will fall, creating inflation


