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One Step Back
Housing market activity positively surged after last year’s 
election had passed, particularly in Auckland – nationwide 
seasonally adjusted house sales rose 25% in just three 
months. We are now starting to see the effect on house 
prices. Quotable Value data shows that over the three months 
to January 2015 house prices rose an eye-watering 7.9% in 
Auckland. Elsewhere the three-month gain in house prices was 
starkly slower, although not shabby either: 2.6% in Hamilton, 
1.3% in Wellington, 1.7% in Christchurch, and 1.0% in Dunedin.

With this sort of momentum behind the housing market, 
we were surprised when January data from the Real Estate 
Institute indicated that seasonally adjusted house sales had 
dropped 13.5% in a month. House sales are an important 
bellwether, so this does beg the question of whether a housing 
market downturn has begun.

We are very reluctant to draw that conclusion. Firstly, there is no 
corroborating evidence of any slowdown – for example, mortgage 
approvals have continued to surge ahead. Secondly, inventory 
available for sale on realestate.co.nz has dropped to just 21.4 
weeks’ worth of sales, the lowest since April 2007. This hints 
at a lack of stock on the market, rather slack demand, crimping 
house sales in January. Finally, the key drivers of this surge in the 
housing market – falling mortgage rates and rising population 
growth – have intensified in recent months.

So while this sudden drop in house sales is noteworthy, we 
really need to see another month of data before we can draw 
any conclusions. For now we are sticking to our core forecasts 
for the housing market, which are:

•	 Low inflation will prompt financial markets to push fixed 
mortgage rates even lower early this year.

•	 Population growth will remain extremely strong this year, 
approaching 2% per annum (compared to 0.6% in 2012).

•	 Falling mortgage rates and strong population growth will 
stimulate the housing market. We forecast 7.5% nationwide 
house price inflation this year, compared to 4.7% in 2014.

•	 The Reserve Bank will become concerned about financial 
stability, and will apply further restrictions on mortgage 
lending at some point during the year.

•	 Later this decade we anticipate an economic slowdown 
associated with the wind down of the Canterbury rebuild, 
slower population growth as New Zealanders return to a 
recovering Australian economy, and higher mortgage rates. 
Under such conditions we would expect house prices to fall.

House sales and mortgage approvals
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Average of 2-year and 5-year mortgage rate
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Quarterly house price inflation
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REINZ housing data

Jan-15 Dec-14 Jan-14

House sales, number, s.a. 6533 7553 6204

 Mth % chg -13.5 5.3 -0.8

 Ann % chg 2.6 24.2 -4.3

Days to sell, sa 34.7 35.2 35.6

House Price Index (s.a.) 4121.1 4072.5 3833.9

 Mth % chg 1.2 0.4 -0.2

 Ann % chg 7.5 6.0 7.7

Dominick Stephens 
Chief Economist (09) 336 5671



Things you should know: Each time someone visits our site, data is captured so 
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Institutional Bank being a division of Westpac Banking Corporation ABN 33 007 457 
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This material and this website contain general commentary only and does not 
constitute investment advice. Certain types of transactions, including those involving 
futures, options and high yield securities give rise to substantial risk and are not 
suitable for all investors. We recommend that you seek your own independent legal 
or financial advice before proceeding with any investment decision. This information 
has been prepared without taking account of your objectives, financial situation or 
needs. This material and this website may contain material provided by third parties. 
While such material is published with the necessary permission none of Westpac or 
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performance. The forecasts given in this material and this website are predictive in 
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Transactions involving carbon give rise to substantial risk (including regulatory 
risk) and are not suitable for all investors. We recommend that you seek your own 
independent legal or financial advice before proceeding with any investment decision. 
This information has been prepared without taking account of your objectives, 
financial situation or needs. Statements setting out a concise description of the 
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Additional information if you are located outside of Australia

New Zealand: The current disclosure statement for the New Zealand division of 
Westpac Banking Corporation ABN 33 007 457 141 or Westpac New Zealand Limited 
can be obtained at the internet address www.westpac.co.nz. Westpac Institutional 
Bank products and services are provided by either Westpac Banking Corporation 
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New Zealand Limited. For further information please refer to the Product Disclosure 
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a Product Disclosure Statement is required, or applicable customer agreement. 
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China, Hong Kong, Singapore and India: Westpac Singapore Branch holds a 
wholesale banking licence and is subject to supervision by the Monetary Authority 
of Singapore. Westpac Hong Kong Branch holds a banking license and is subject to 
supervision by the Hong Kong Monetary Authority. Westpac Hong Kong branch also 
holds a license issued by the Hong Kong Securities and Futures Commission (SFC) 
for Type 1 and Type 4 regulated activity.

Westpac economics 
team contact details
Dominick Stephens, Chief Economist  
+64 9 336 5671

Michael Gordon, Senior Economist 
+64 9 336 5670

Felix Delbrück, Senior Economist  
+64 9 336 5668

Satish Ranchhod, Senior Economist  
+64 9 336 5669

Any questions email: 
economics@westpac.co.nz

Disclaimer

Disclaimer continued overleaf.



Westpac Shanghai and Beijing Branches hold banking licenses and are subject to 
supervision by the China Banking Regulatory Commission (CBRC). Westpac Mumbai 
Branch holds a banking license from Reserve Bank of India (RBI) and subject to 
regulation and supervision by the RBI.
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Exchange Act and is not subject to all of the independence and disclosure standards 
applicable to debt research reports prepared for retail investors in the United States. 
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