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Economic Note

e Netimmigration inflows remain on a cooling trajectory, driven by cooling arrivals and rising departures.
e We expect the pace of net inflows to continue to cool, with the support from past migration strength
fading. Annual tourism arrivals look to have plateaued well below pre-COVID peaks.

e The erosion of key legs of economic support suggests that the OCR needs to be cut.

June 2024 Actual Previous
Net PLT Migration (Monthly, s.a) 2,710 3,420
Annual Net Migration 73,268 83,742
Annual visitor arrivals ('000) 3,213 3,206

Annual net permanent and long-term migration inflows have cooled to an early 2023 low, driven by easing
arrivals and rising departures. Inbound tourism inflows look to have plateaued well short of pre-COVID
peaks. Net migration is a major swing variable in the NZ economy and lower net migration points to lower
domestic spending and will weigh on domestic demand and wider economic activity. It will also reduce
available capacity in the labour market and nationwide population growth, although the degree of labour
market slack is still expected to grow. We expect PLT arrivals to cool over the next few years as the slowing
economy reduces the attractiveness of NZ as a place to live and work.

The improvement in tourism inflows into NZ looks to have stalled, with numbers well below pre-COVID
peaks. Easing economic support from lower net immigration and low tourism inflows will weigh on
economic activity and translate into greater spare capacity. The RBNZ needs to to reduce the degree of
monetary policy restraint if it wishes to see CPl inflation settle in the 1-3% target range and prevent
significant economic scarring from overly restrictive OCR settings. We expect a 25bp OCR cut tomorrow.

June saw a net permanent and long-term (PLT) inflow of 2,710 persons in seasonally-adjusted terms, the
lowest monthly inflow since August 2022. The 3-monthly pace of inflows cooled to 10k, the lowest since
early 2023, with the annualised pace of inflows slowing to 40k persons in the June quarter. There still looks
to be a discrepancy with the non-seasonally adjusted figures, which showed a net inflow of just 1,000
persons for June (and 2k for Q2). Figures for 2024 remain well below the seasonally-adjusted monthly net
inflows of +13k to 17k in March-June 2023. Annual net PLT inflows eased to 73,268 persons, the lowest
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since February 2023. It was driven by a pick-up in PLT departures, to a record high of 131,224 persons,
with a modest cooling in annual PLT arrivals (to 204,492 persons).

Sizable upward revisions had earlier been a constant theme with the data. However, revisions are now to
the downside. Net PLT inflows have been revised down by about 3,300 persons despite the upward
revision to the May figures. The peak annual net PLT inflow has remained about 136.6k in the October
2023 year. Downward revisions are becoming more commonplace in various economic statistics in NZ,
suggesting that we are in the downswing phase for the NZ cycle.

The non-NZ versus NZ citizen differences in migration
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PLT Arrivals by Country (annual)
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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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