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Housing – It’s not all about mortgage rates 
 Restrictions on non-resident house buying in NZ are biting, particularly in Auckland and Queenstown-Lakes 

 These regions are underperforming the broader, and increasingly patchy, housing market 

 This supports our view for only a modest pick-up in house price inflation over the second half of the year, 

despite plunging mortgage rates 

There’s been a fair bit of attention recently on the impact of lower mortgage rates on the housing market. Local 

term mortgage rates have fallen 40-65 basis points this year as central banks globally have taken an axe to policy rates 

(with more to come). Calls for an interest rate-driven boost to the housing market have become louder as result.  

We are more circumspect. Yes, rock-bottom mortgage rates will provide a powerful boost to the housing market. But 

we expect recent housing policies targeting investor demand to exert a restraining influence. The latest NZ data on 

Property Transfer Statistics tend to support this view. In particular, the so-called ‘foreign buyer ban’ seems to have 

had a material impact on non-resident property purchases in NZ, and there is evidence to suggest that this is 

impacting the broader housing market.     

  

The share of home buyers where there were no NZ citizens or persons with resident visas slumped from 3.3% in the 

March 2018 quarter to just 0.6% in March 2019. Recall the restrictions on non-resident home buyers came into effect 

in October 2018. The charts show that areas that previously had a comparatively large non-resident buyer 
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component, like Auckland and Queenstown-Lakes, have 

unsurprisingly experienced the largest falls. The same is 

true for Auckland data split by region.  

 

It’s probably no coincidence that the areas where foreign 

buyers were previously the most active have experienced 

the sharpest slowdowns in property prices. Witness 

recent house price performance in Auckland and Otago 

compared to the rest of the country (chart opposite).  

Folk have previously pointed out that the overall level of 

non-resident buying is fairly low. This is certainly true. 

Over 80% of the market comprises transfers by residents. 

But, as our previous research suggests, it is often the 

marginal buyer that has a disproportionate impact on 

setting the price. And a clear reduction in non-resident 

housing market participation over the past year appears to be having an impact on parts of the NZ market. 
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Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant 
that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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