My aim is to help Kiwis make better decisions for their businesses, investments, home purchases,
and people by writing about the economy in an easy-to-understand manner.

Input to your Strategy for Adapting to Challenges
Feel free to pass on to friends and clients wanting independent economic commentary

ISSN: 2703-2825
Sign up for free at www.tonyalexander.nz

17 July 2025

Weak migration

The net migration numbers for New Zealand have
been surprising on the weak side in recent months
and that trend continued for month of May data
released last Thursday. Most attention went on
the net loss of Kiwis to Australia in calendar 2024
of 30,000 people. But my focus is on the net flow
across all countries.

That net flow was a gain of just under 15,000 in
the year to May from 80,300 a year before and a
peak of 135,000 in the year to October 2023.

Annual net migration flow- All countries
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These data can be highly volatile and that is not
just because we Kiwis are fickle with regard to

where we live. On average each year we enjoy a
gross population gain equal to about 2.7% of our
population from migration. And each year we
enjoy a gross migration outflow equal to about
2.0% of our population.
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These are big numbers and what often happens
is that at the same time one side is rising the other
is falling. This can produce very large swings in
the net result and that happened over 2022-23 on
the upside then over 2024 on the downside.

The pace of decline this year has been much
slower than last year with the net annual flow
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finishing 2024 at 24,000. So, things have only
deteriorated by another 9,000 in the recent five
month period.

My experience tells me that forecasting net
migration flows is a near pointless exercise
because of the large gross flows in play. But for
what it is worth my expectation is that the net flow
will stay low until some point in 2026. At this stage
there is nothing jumping out in front of me to
suggest either a fresh new big step down in the
net flows or a surge back upward.

The main implications are that tenants will remain
hard for landlords to find through the remainder of
this year into 2026. In fact, unless the net flow
booms the still ongoing firm growth in dwelling
supply suggests that rent rises will remain low in
New Zealand for quite some time.

It pays to note that in my last monthly survey of
landlords with Crockers Property Management a
record net 42% of respondents said that they are
finding it hard to get a good tenant. 14 months
earlier a net 25% had said things were easy.

Net % of investors finding it easy to secure good tenants
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Another implication from the weak net flow is that
growth in household spending will be restrained.
For the labour market the weak net flow suggests

that once the economy picks up firms could
relatively quickly run into issues sourcing the
labour they want. For the moment Ilabour
availability is strong, as well shown in the NZIER’s
recently released Quarterly Survey of Business
Opinion. A net 18% of non-rural businesses have
said it is easy to find skilled labour and a net 23%
said unskilled people are easy to source. Note
though how these measures are already pulling
back from loose levels.
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Real estate market confirmed to have
stalled

This week REINZ released their data for June on
the residential real estate market in New Zealand.
Here are the main things we learnt.

First, house prices are falling. They have been
going down four months in a row and decreased
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on average by 0.8% in June according to their

nationwide House Price Index.

Monthly House Price Changes

% Source:REINZ

This is the only pricing measure | look at because
it adjusts for shifts in the types of dwellings
transacted each month and captures transactions
at the time the agreement is signed, not when
property title transfer occurs further down the
track. Average house prices are where they were
early in 2021.

NZ long-term house price trend
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With regard to sales the number in the June
quarter was ahead by 15% on a year ago. In
rough seasonally adjusted terms June quarter
sales were up about 2.5% from the March quarter.
So, there is growth, but it is slow and the main
thing to note is the slowdown compared with the

initial surge after monetary policy started easing
in August last year.
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Finally, on average in June it took 50 days to sell
a dwelling. A year ago it took 47 days and the
average time taken during this year’s June quarter

was six days longer than the average for this
period. So, turnover is slower than usual.
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Consumer spending weak

Total retail spending in NZ using debit and credit
cards decreased in seasonally adjusted terms by
0.2% in June and by 2.2% in the June quarter.
There is underlying weakness still in household
spending and the volume decline is greater than
indicated here as prices have been rising and the
data used in this area are nominal.
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There was little net movement in NZ wholesale
interest rates this week. There was some
downward pressure from generally weak data for
NZ on retail spending, real estate, and
immigration. But this was offset by rising interest
rates in the United States in response to evidence
of tariff increases feeding through to inflation to a
so far fairly minor degree.

At this stage there seems little reason for
expecting any big changes in NZ wholesale
interest rates over the remainder of this year. That
means if we are to see any decent changes in
mortgage rates it will have to be driven by bank
competition shifts and not changes in funding
costs.
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If I were borrowing at the moment, I'd personally
opt for fixing three years at 4.99%. The 4.95% rate
disappeared a fortnight ago. But | don’t have a
view as yet that medium to long-term fixed
mortgage rates will be embarking on an upward
cycle in the next year, so fixing shorter is probably
okay. But I'd fix three years and shift my mental
energy towards other things.

These three graphs show mortgage rates since
1997 excluding the period of deflation worries
(2019) and the pandemic.
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This graph shows how current rates compare with
averages from 2009-18.
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Fixed mortgage rates versus average

Latest
minimum
fixed rates

~

Averages
2009-18

1 yr fixed

2 yr fixed

3 yr fixed

4 yr fixed

5 yr fixed

To see the interest rates currently charged by
major lenders go to www.mortgages.co.nz

Nothing | write here or anywhere else in this
publication is intended to be personal advice.
You should discuss your financing options
with a professional.

This publication has been provided for general information only. Although every effort has been made to ensure this publication is accurate
the contents should not be relied upon or used as a basis for entering into any products described in this publication. To the extent that
any information or recommendations in this publication constitute financial advice, they do not take into account any person’s particular

financial situation or goals. We strongly recommend readers seek independent legal/financial advice prior to acting in relation to any of
the matters discussed in this publication. No person involved in this publication accepts any liability for any loss or damage whatsoever
which may directly or indirectly result from any advice, opinion, information, representation, or omission, whether negligent or otherwise,
contained in this publication. No material in this publication was produced by Al.
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