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 Measuring up the house price slump  
• House prices flat for three years, but still 15% below 

2021 peak, or 28% below in real terms 
• A boost for affordability 
• A global comparison of typical house price valuation 

metrics suggests that, despite some retrenchment in 
recent years, NZ is still middling-to-elevated when 
viewed over a longer period 

• That doesn’t imply house prices need to fall further or 
can’t lift from here. There’s still a cycle 

• But it does support our sense there’s downside risk on 
our house price inflation forecasts for this (calendar) 
year (0%) and next (4.5%) 

There’s been a bit of attention recently, including in the 
global media, on the length and breadth of NZ’s house 
price downturn.  

So, we thought we’d add some context. How long, how 
deep, how widespread, and how house prices now stack 
up relative to inflation, rents, incomes, and the rest of the 
world.  

First, some housekeeping. There are several house price 
measures reported in NZ, which can cause confusion. We 
use the REINZ House Price Index (HPI). It’s timely and 
adjusts for compositional changes in house sales. Where a 
dollar value is required, we sub-in the REINZ median house 
price measure.  

The chart plots the recent history of the HPI. After soaring 
43% in the 18 months from May 2020 to November 2021, 
prices fell 16% down the other side. That period of falling 
house prices ended just over three years ago in the 
autumn of 2023. Prices have gone broadly sideways since.  

Up, down, then flat 

 

Lining up the post-2021 adjustment with the four other 
periods of house price decline we’ve seen since 1992 
reveals it as the largest. The necessary context is that the 
2021-2023 declines were immediately preceded by the 
largest house price boom since the 1970s. Boom, bust. 

Deep dive  

 

In the wake of the 2007 Global Financial Crisis correction, it 
took house prices 63 months to reclaim their previous 
peak. We’re 55 months into the current cycle, still 15% shy 
of the 2021 peak, with prices showing few signs of lift.  

It’s important to recognise that this conclusion does not 
hold everywhere! Average house prices in Canterbury, 
Otago, and Southland have clawed back all of their modest 
losses recorded through 2022/23 and have thus made new 
highs. Prices in all other regions remain below the 2021 
peaks, particularly Auckland (-22%) and Wellington (-26%).  

Lower South Island bucks the trend 
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House price pain = affordability gain 

The flipside of flat or falling house prices has been a 
material improvement in housing affordability.  

There are many ways this concept can be measured. Our 
proxy combines the cost of an average (20%) house 
deposit with the first year of debt servicing payments and 
expresses those outgoings as a multiple of the average 
household income. The resulting index clearly won’t reflect 
all situations but provides a reasonable indication of 
affordability trends. 

Improved affordability  

 

From a starting position of severe unaffordability in 2021, 
the average size of a deposit has reduced as house prices 
have come down, incomes have increased, and mortgage 
rates have been on an up-then-down round trip.  

According to our index, the net of these factors has 
returned housing affordability to levels that last prevailed 
in mid-2020. That doesn’t necessarily imply houses are 
suddenly affordable outright, just that the overall situation 
has improved in recent years. Moreover, our forecasts for 
house prices, income growth, and mortgage rates combine 
to hint at further small improvements in the affordability 
index ahead. 

A larger ‘real’ decline 

When comparing house prices over long periods and 
across countries, it’s more useful to look at inflation-
adjusted or real house prices. A house has not gained in 
‘value’ if its price rises 5% in a year in which inflation is 7%.  

Real NZ house prices have fallen back to where they were 
in mid-2019, 28% below the 2021 peak. Auckland and 
Wellington have experienced the largest real declines, at 
35% and 40% below their respective peaks. No region – 
not even Southland – has seen real house prices eclipse 
2021 levels.   

 

Global comparisons 

So, does the recent sluggish period for the housing market 
mean prices are now getting “low”?  

It’s always a tricky one. No one measure (or economist) 
will give you a straight answer. But checking in on a few 
simple valuation metrics, pulling in some global 
comparisons, can at least provide a general steer. 

House price cycles in the US, UK, Australia, Canada and NZ 
tend to exhibit a reasonable degree of synchronicity. It’s 
nonetheless clear enough that the housing markets of the 
UK, US, and particularly Australia have outperformed NZ 
over the past five years.  

Viewed in isolation, that might steer some towards the 
conclusion that some NZ catch-up is due. However, the 
degree of real NZ house price outperformance in the years 
prior, including and especially the COVID period, still puts 
NZ at the upper end of real house prices gains since 2010.    

In the chart, we’ve rebased price indices to 2010. The 
relative rankings are naturally sensitive to the selection of 
this date. But we note the above conclusion broadly holds 
when flexing this assumption.   

NZ real house prices elevated 

 

We can also check in on house price-to-income and house 
price-to-rent ratios. They’re commonly used metrics that 
assess the level of house prices relative to some sense of 
fundamentals. We’re quick to point out that house prices, 
like any asset price, can and often do diverge from 
fundamentals for long periods of time! 

In comparing these measures with global peers, we need 
to add the caveats that getting like-for-like data can be 
difficult, and some housing markets may oscillate around 
structurally different long-run trends in these ratios.  

With these duly noted, NZ lines up as having a relatively 
high house price-to-rent ratio relative to the US, UK, and 
Australia. That’s despite a sharp fall in recent years. 
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servicing cost estimate includes first year principal repayment with interest component based on equal weighting of 6-month and 2-year fixed mortgage rates.

Source: Statistics NZ, RBNZ, REINZ, BNZ
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In contrast, comparing house prices to incomes across peer 
countries since 2010 shows NZ as more mid-pack. Again, 
the selection of the base year is important here (we’ve 
gone with 2010 again). What’s clear is that NZ’s house 
price-to-income index (courtesy of the OECD) has seen a 
larger retrenchment from 2021 extremes than the peer 
countries plotted, returning it to levels last seen in 2015. 

NZ house price-to-rent ratio elevated  

 

More mid-pack 

 

What do we take from all this? 

Drawing firm conclusions from any sort of global house 
price comparison or valuation computation is fraught with 
difficulty. But the ones we’ve looked at give the sense that, 
despite some retrenchment in recent years, NZ is still 
middling-to-elevated looking back over a longer time 
period. 

Notably, the Reserve Bank’s modelling also puts current 
house prices above its indicator range of ‘sustainable’ 
prices, albeit much less so than previously. 

None of this implies house prices need to fall further or 
can’t lift from here. House prices are cyclical in nature and 
the 2020/21 boom is evidence enough that upswings can 
take hold despite a stretched starting position if macro 
settings are supportive (interest rates, government policy, 
the labour market, and supply dynamics). 

Equally though, the analysis here provides no impediment 
to the recent period of flattish house prices continuing. It 
supports our sense there’s downside risk on our house 
price inflation forecasts for this (calendar) year (0%) and 
next (+4.5%). 

 

 

 

 

 

 

 

 

 

 

Mike Jones  
Chief Economist 

bnz_chief_economist@bnz.co.nz 

Disclaimer: This publication has been produced by Bank of New Zealand (BNZ). This publication accurately reflects the personal views of the author about 
the subject matters discussed, and is based upon sources reasonably believed to be reliable and accurate. The views of the author do not necessarily reflect 
the views of BNZ. No part of the compensation of the author was, is, or will be, directly or indirectly, related to any specific recommendations or views 
expressed. The information in this publication is solely for information purposes and is not intended to be financial advice.  If you need help, please contact 
BNZ or your financial adviser. This publication is intended only for the person in New Zealand to whom it is sent by BNZ, and must be treated as strictly 
confidential. Any statements as to past performance do not represent future performance, and no statements as to future matters are guaranteed to be 
accurate or reliable. To the maximum extent permissible by law, neither BNZ nor any person involved in this publication accepts any liability for any loss or 
damage whatsoever which may directly or indirectly result from any, opinion, information, representation or omission, whether negligent or otherwise, 
contained in this publication. 
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Quarterly Forecast 

  

 

Forecasts as at 22 June 2026

Key Economic Forecasts

Quarterly % change unless otherwise specified Forecasts

Jun-25 Sept-25 Dec-25 Mar-26 Jun-26 Sept-26 Dec-26 Mar-27 Jun-27 Sept-27

GDP (production s.a.) -0.7 0.9 0.5 0.8 -0.2 0.3 0.6 0.6 0.7 0.7

Retail trade (real s.a.) 0.7 2.0 0.9 0.9 0.4 0.6 0.5 0.6 0.7 0.8

Current account (ann, % GDP) -3.7 -3.5 -3.6 -3.6 -3.6 -4.1 -4.5 -4.4 -4.2 -3.9

CPI (q/q) 0.5 1.0 0.6 0.9 1.5 0.7 0.3 0.6 0.6 0.5

Employment -0.2 -0.1 0.5 0.1 0.2 0.3 0.5 0.5 0.5 0.5

Unemployment rate % 5.2 5.3 5.4 5.3 5.4 5.5 5.6 5.7 5.7 5.7

Pr. avg hourly earnings (ann %) 4.6 4.1 3.5 3.5 2.6 2.6 2.7 3.3 3.2 3.2

Trading partner GDP (ann %) 3.4 3.2 3.3 3.6 3.1 2.8 2.6 2.8 2.8 2.9

CPI (y/y) 2.7 3.0 3.1 3.1 4.1 3.8 3.5 3.1 2.2 2.0

GDP (production s.a., y/y) -0.9 1.1 1.5 1.5 1.9 1.4 1.5 1.2 2.1 2.6

Interest Rates

Historical data - qtr average Spread

Forecast data - end quarter Cash 90 Day 5 Year 10 Year 2 Year 5 Year 10 Year SOFR US 10 yr NZ-US

Bank Bills 3 month Ten year

2025 Mar 3.92 3.84 3.99 4.58 3.47 3.71 4.15 4.30 4.45 0.13

Jun 3.33 3.38 3.85 4.55 3.19 3.57 4.10 4.30 4.35 0.19

Sep 3.08 3.09 3.67 4.42 2.99 3.40 3.95 4.20 4.25 0.17

Dec 2.33 2.51 3.54 4.27 2.71 3.26 3.85 3.80 4.10 0.18

2026 Mar 2.25 2.50 3.96 4.52 3.12 3.71 4.15 3.65 4.20 0.33

Forecasts

Jun 2.25 2.75 4.05 4.75 3.50 3.80 4.35 3.65 4.35 0.40

Sep 2.75 3.25 4.30 4.90 3.80 4.05 4.50 3.65 4.50 0.40

Dec 3.25 3.65 4.40 4.90 4.00 4.20 4.55 3.40 4.50 0.40

2027 Mar 3.75 4.05 4.35 4.90 4.00 4.20 4.60 3.15 4.50 0.40

Jun 4.00 4.15 4.35 4.90 4.00 4.25 4.65 3.15 4.50 0.40

Sep 4.00 4.15 4.25 4.90 3.95 4.20 4.70 3.15 4.50 0.40

Dec 4.00 4.15 4.15 4.90 3.85 4.15 4.75 3.15 4.50 0.40

Exchange Rates (End Period)

USD Forecasts NZD Forecasts

NZD/USD AUD/USD EUR/USD GBP/USD USD/JPY NZD/USD NZD/AUD NZD/EUR NZD/GBP NZD/JPY TWI-17

Current 0.57 0.70 1.15 1.32 161 0.57 0.82 0.50 0.43 92.5 65.7

Forecasts

Jun-26 0.59 0.71 1.18 1.33 156 0.59 0.83 0.50 0.44 92.0 66.6

Sept-26 0.61 0.72 1.19 1.34 153 0.61 0.85 0.51 0.46 93.3 68.4

Dec-26 0.63 0.73 1.20 1.33 152 0.63 0.86 0.52 0.47 95.4 69.7

Mar-27 0.64 0.74 1.21 1.36 150 0.64 0.87 0.53 0.47 96.2 70.6

Jun-27 0.63 0.73 1.20 1.35 149 0.63 0.87 0.53 0.47 94.2 69.6

Sept-27 0.63 0.72 1.20 1.35 146 0.63 0.88 0.53 0.47 92.0 69.5

Dec-27 0.63 0.72 1.19 1.35 144 0.63 0.88 0.53 0.47 90.7 69.6

TWI Weights

16.2% 17.8% 9.2% 4.0% 4.7%

Source for all tables: Stats NZ, Bloomberg, Reuters, RBNZ, BNZ

Government Stock Swaps US Rates
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Annual Forecasts 

 

 

 

 Forecasts 
  as at 22 June 2026

2024 2025 2026 2027 2028 2023 2024 2025 2026 2027

GDP - annual average % change

Private Consumption 1.1 0.0 1.4 1.2 2.4 1.1 -0.2 1.4 1.0 2.1

Government Consumption 1.1 -1.3 3.8 1.2 1.0 0.1 -0.9 2.5 2.9 0.4

Total Investment -1.1 -4.9 -0.2 4.5 3.7 -0.3 -4.8 -1.3 3.3 4.2

Stocks - ppts cont'n to growth -1.4 0.4 0.3 0.2 -0.1 -1.2 0.4 -0.1 0.5 -0.1

GNE -0.9 -1.0 1.8 2.3 2.4 -0.7 -1.1 0.9 2.6 2.2

Exports 8.6 3.4 3.3 5.7 3.6 11.5 4.7 2.8 6.2 3.5

Imports -1.4 1.5 5.4 6.8 2.6 -0.7 1.6 3.3 8.1 2.9

Real Expenditure GDP 1.5 -0.7 1.3 2.1 2.6 2.1 -0.3 0.7 2.3 2.3

GDP (production) 1.8 -0.9 0.8 1.5 2.6 2.2 -0.3 0.3 1.6 2.2

GDP - annual % change (q/q) 1.5 -0.8 1.5 1.2 3.0 1.5 -1.6 1.5 1.5 2.8

Output Gap (ann avg, % dev) 1.3 -0.4 -0.8 -0.8 -0.2 1.4 0.0 -0.9 -0.7 -0.4

Nominal Expenditure GDP - $bn 417 432 451 473 496 413 427 445 468 490

Prices and Employment -annual % change

CPI 4.0 2.5 3.1 3.1 1.9 4.7 2.2 3.1 3.5 1.9

Employment 0.9 -0.9 0.4 1.5 2.3 2.6 -1.3 0.2 1.1 2.1

Unemployment Rate % 4.4 5.1 5.3 5.7 5.6 4.0 5.1 5.4 5.6 5.7

Wages - ave. hr. ord. time earnings (private sector) 4.8 3.8 3.5 3.3 3.2 6.6 4.0 3.5 2.7 3.2

Productivity (ann av %) -0.6 0.1 1.1 0.6 0.6 -0.8 0.1 1.1 0.7 0.4

Unit Labour Costs (ann av %) 6.6 4.4 2.6 2.5 2.6 7.1 4.7 3.0 2.3 2.8

House Prices (stratified, mth) 2.7 -0.7 0.2 -0.5 5.4 0.7 -0.8 -0.3 0.0 4.5

External Balance

Current Account - $bn -23.8 -18.3 -16.3 -20.9 -16.9 -25.8 -20.0 -16.0 -21.0 -17.7

Current Account - % of GDP -5.7 -4.2 -3.6 -4.4 -3.4 -6.3 -4.7 -3.6 -4.5 -3.6

Government Accounts - June Yr, % of GDP

OBEGAL ex ACC (core op. balance) (Treasury forecasts) -3.1 -3.2 -2.6 -2.4 -0.8

Net Core Crown Debt (ex NZS) (Treasury forecasts) 41.7 41.9 42.4 45.6 46.1

Bond Programme - $bn (Treasury forecasts) 39.3 42.6 35.0 34.0 32.0

Bond Programme - % of GDP 9.4 9.9 7.8 7.2 6.5

Financial Variables (1)

NZD/USD 0.61 0.57 0.58 0.64 0.63 0.62 0.57 0.58 0.63 0.63

USD/JPY 150 149 159 150 142 144 154 156 152 144

EUR/USD 1.09 1.08 1.16 1.21 1.18 1.09 1.05 1.17 1.20 1.19

NZD/AUD 0.93 0.91 0.83 0.87 0.88 0.93 0.91 0.87 0.86 0.88

NZD/GBP 0.48 0.44 0.44 0.47 0.46 0.49 0.45 0.43 0.47 0.47

NZD/EUR 0.56 0.53 0.51 0.53 0.53 0.57 0.55 0.49 0.52 0.53

NZD/YEN 91.1 85.4 92.8 96.2 89.5 89.5 88.4 90.3 95.4 90.7

TWI 71.2 67.9 66.8 70.6 69.7 72.0 68.5 66.8 69.7 69.6

Overnight Cash Rate (end qtr) 5.50 3.75 2.25 3.75 4.00 5.50 4.25 2.25 3.25 4.00

90-day Bank Bill Rate 5.64 3.60 2.50 4.05 4.15 5.63 4.26 2.49 3.65 4.15

5-year Govt Bond 4.60 4.00 4.10 4.35 4.10 4.50 3.90 3.90 4.40 4.15

10-year Govt Bond 4.60 4.50 4.65 4.90 4.90 4.65 4.45 4.50 4.90 4.90

2-year Swap 4.91 3.35 3.32 4.00 3.75 4.93 3.53 2.98 4.00 3.85

5-year Swap 4.40 3.65 3.87 4.20 4.10 4.43 3.63 3.61 4.20 4.15

US 10-year Bonds 4.20 4.25 4.25 4.50 4.50 4.00 4.40 4.15 4.50 4.50

NZ-US 10-year Spread 0.40 0.25 0.40 0.40 0.40 0.65 0.05 0.35 0.40 0.40

(1)  Average for the last month in the quarter

Source: Statistics NZ, BNZ, RBNZ, NZ Treasury

Actuals

March Years December Years

Forecasts Actuals Forecasts


