NZ Property Market
& Tax Update

and the property implications of the
coalition agreements

By Erskine Owen Director Alan Henderson, AFA, CA, REA Licensed
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Tonight

1. The Challenges
2. Government Changes

3. Impact on the Property Market
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The Challenges

Cost of Living — ouch
Housing - Houston we have a problem
Social —it's not Singapore

Government Tax Take and Debt - still not Singapore

ST

Property Finance - good luck
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Housing

* Notenough of it
* Demand lifting
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DEMAND - Sales Volumes

House Sales Volumes

Jan 92 - Feb 2024
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Presenter Notes
Presentation Notes
Sales volumes are a key link to where the property market is headed. Increase in sales volumes precede price growth



DEMAND - Net Migration v Sales Vols

House Sales Volumes and Net Migration
Jan 1992 - May 2019
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SALES VOLS AND NET MIGRATIONS - CLOSELY CORRELATED
Every time we see a spike net migration we see a spike in sales volumes. 


DEMAND - Net Migration v Sales Vols

House Sales Volumes and Net Migration
Jan 1992 - Feb 2004
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Things are getting funky – direct correlation has stopped. Net drop while sales vols up during covid – people can’t come into the country. But…post Covid we see a massive spike in net migration – but for the first time in recorded history we are not seeing a correlating spike in house sales volumes


New Dwellings Consented

New dwellings consented, monthly

Jan 1995 - Sep 2023
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Presentation Notes
Labour accounts for 40% of construction costs


Housing

Private landlords own about 80% of rental stock

Proportion of renters, by landlord type and age group, 2018
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Housing

* More people in emergency housing
 RTAand tax changes dis-incentivised private Landlords

* Housingis costly and in short supply and the people who own a large
majority of rental stock have been disincentivised
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iving

Cost of L

NZ Inflation Rate

Inflation is easing

1990 - 2023
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Wage Growth

LCI and CPI, annual percentage change, June 2003—June 2023 quarters
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CHALLENGES
Government Revenue
Cost & Infrastructure
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Government Revenue / Cost & Infrastructure

e Lesstax take

* Crown debt - up from $6b pre Covid to $S71b

 Potholes
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CHALLENGES
Finance
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2-year Fixed Rate
Jun 1998 - Feb 2024

12

10

0
P N SO DI O PP O EDEO OO DD D DO LR

& S O D D D A D
SR E TS S

Q NONT LY NN Y NOONTNT N Y Y Vv
< X $ X S X
L FTFITEER TS

e ?-year Fixed rate

Erskine
Owen’
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Presentation Notes
Interest rates are very high and are hurting homeowners and investors alike
This in turn is making it hard to get finance as serviceability criteria are harder to meet
Banks are also reluctant – credit departments are concerned
RBNZ LVR ratio has eased to 65% for investors – up from 60% - but this won’t help much till serviceability criteria works 



Sales Volumes v 2-year Fixed Rate
Jun 1998 - Feb 2024
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But…observe that high interest rates are not in themselves a deterrent of demand – not when confidence is running high. Leading up to GFC interest rates were climbing – but it didn’t deter demand stratight away. FOMO/ greed beats climbing interest rates….as long as people are seeing capital growth, they are prepared to live with the pain
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Housing

Interest
deductibility

Brightline Test

RMA

Tenancy

State housing
Zoning /

FY24 0%
FY25 80%
FY26 on 100%

Back to 2 years
Tax at marginal tax rate if sell within 2 years of purchase
Applies to properties sold from 1 July 2024 onwards

Repeal Labour changes?

90-day notice without giving a reason or applying to the tenancy tribunal.

Return tenants’ notice period to 21 days and landlords to 42 if the tenant wants to
move or landlord wants to sell a property.

Use Kiwisaver as bond

Fixed term tenancies don’t automatically roll to periodic

12 month rent increases and Healthy Homes here to stay - good idea.

Agnostic about own or lease

Medium Density Residential Standards (MDRS) optional for councils
Share GST from house sales with councils



Infrastructure

Fiscal

Social

Projects

Savings

Education

Crime

Welfare

Public Private partnerships
National Infrastructure agency
4 Lane highway around the Brynderwyns (SH1 to Whangarei)

All government departments to deliver savings of 6% - 7%

An hour of reading and writing every day
Teachers spend more time learning how to teach
Standardized assessment

Tougher on gangs
Youth sentencing (to stop ram raids)?

More accountability for those on benefits
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Housing

1. Lest We Forget

2. Demand and Supply Imbalance
3. Openthe Flood Gates

4. Anything Can Happen
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1. Lest We Forget
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Stratified Median House Price $S000's
Jan 1992 - Feb 2024
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Stratified Median House Price S000's
Jan 1992 - Nov 1997
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Stratified Median House Price $S000's

Jan 1992 - Oct 2027
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Stratified Median House Price $000's
Jan 1992 - Jun 2020
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Stratified Median House Price S000's
Jan 1992 - Feb 2024
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Sales vols
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What’s the Point?

THE BEST OF SPLIT ENZ HISTORY NEVER REPEATS
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Stratified Median House Price S000's
Jan 1992 - Feb 2024
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2. Demand v Supply
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e.G of Ladies Mile land rezone – the time it takes
Councils should pay for the infrastructure and then charge user fees


Massive demand
130,000 people
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e.G of Ladies Mile land rezone – the time it takes
Councils should pay for the infrastructure and then charge user fees


Massive demand
130,000 people
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e.G of Ladies Mile land rezone – the time it takes
Councils should pay for the infrastructure and then charge user fees


3. Open the Flood
Gates
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Councils should pay for the infrastructure and then charge user fees


But Don’t Forget...

New dwellings consented, monthly

Jan 1995 - Sep 2023
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4. Anything Can
Happen
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YOUR PROPERTY
GOALS
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What We Do

Wealth Planning Session
Buyer’s Agent

Property Schemes
Mortgage

Property Management
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Building Lasting Wealth

www.erskineowen.co.nz
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