Are you a housing winner?
If the housing party is over, who comes out on top? Auckland is leading the country into house price
stagnation. But while a fall in prices will be good news to those waiting for their chance to buy, the past
four years of rises have significantly changed the market. So let's ask, who are the winners and losers at
this stage?
First-home buyers
There is widespread agreement that first-home buyers have suffered the most in the rapid price rises of
recent years. Both the increase in values and Government intervention have worked against them. In
2012, they might have been able to get a loan with a 10 per cent deposit - or $37,000 on the average
house price of $370,000. But now, because loan-to-value restrictions reduce the amount of lending banks
can do to people with a small deposit, most buyers need $108,000, or 20 per cent on the average house
price of $540,000. But BNZ chief economist Tony Alexander said there were early signs that was changing
as price rises slowed. He said they now had less competition from investors, and would feel less stress to
buy quickly, thanks to the slowdown. "They may be able to grow a deposit now at a faster pace ... But
capacity constraints - shortages of builders and finance for developers - mean earlier hopes of a large
surge in dwelling supply in Auckland are being dashed. Overall, they are better off because of the
plateauing of prices and appearance of some price reductions from investors who had bought for quick
capital gain now looking to sell out." Ryan Greenaway-McGrevy, a senior economics lecturer at the
University of Auckland, said it would take more than a plateau in prices to help first-home buyers. "Prices
have to come down a very long way or incomes would have to increase by a substantial amount [before
houses became affordable] that's highly unlikely."
Existing homeowners

New Zealanders have a significant portion of their wealth tied up in housing - about $1 trillion, to be
precise. There is a mortgage on about a quarter of that. People who bought before 2014 have had the
benefit of significant capital gains. Commentators say, in real terms, house prices in some parts of the
country have tripled. But no matter how well off it makes them feel, a high house price does not
really benefit homeowners, who still need to have a roof over their heads. If they sell, they still must buy in
the same market. "But they are better off in terms of reduced risk in their balance sheets through less low
deposit lending to over-optimistic, uninformed, under-capitalised borrowers." In many cases it can make
them worse off because the jump to the "next step" property has become bigger. Only those who can cash
up can access the gains made. Corelogic said "movers" or people selling one property to move to another
now represented a smaller slice of the market - from 30 per cent of the market in 2006 to 27 per cent
now. Infometrics chief forecaster Gareth Kiernan said the only clear winners were those, usually Baby
Boomers, who had been able to downsize or move out of urban centres to realise the gains their properties
had made. "If you could cash up and realise those gains and buy a smaller, cheaper property you are a
really big winner."But he said that was at the expense of people at the other end of the spectrum, mostly
young first-home buyers who were priced out of the market.
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Mum-and-dad investors
Kiernan said many investors had also been winners if they had been able to expand their investment
portfolio over the past five years and achieve big tax-free capital gains. Corelogic data shows that
the number of sales to investors is beginning to increase again after a couple of quarters of decline. But
Alexander warned their fortunes were changing. "Capital gains are weaker, a flattening market is
generating capital losses for some as they paid too much when purchasing, and access to credit has
been reined in not just by the Reserve Bank's loan-to-value restrictions but bank tightening in credit more
generally," he said. "In addition there is now an over-supply of developable land in Auckland and some
panic-selling of subdividable properties no longer of any immediate use to potential developers is possible
if not probable in investor-dominated locations." He said professional investors who had multiple
properties, and were in for the very long-term, were also suffering reduced access to credit and absence
of as good a rate of capital gains. "But they are more likely to be able to hold stock through to the next
upturn than small investors. And many of these type of investors know that as Mum-and-Dad investors
sell out cheaply to get their stress levels down there will be bargains to be snapped up. For professional
investors the market is shifting toward looking for such bargains – though access to credit will restrain
their ability to buy what they might like to." Greenaway-McGrevy said investors faced a problem because
their rental return - the median rent received divided by median purchase price - was only about 3 per
cent per year in Auckland. That is less than they could get from a term deposit, and from that they have to
cover all their expenses. He said if price rises had stopped and capital gains were no longer a sure bet,
that was not good from those investors' perspective. Interest rates look to be on a slow upwards
trajectory, which may put on further pressure. Overseas investors have been slowed by banks' refusal to
include foreign income in affordability calculations. But those who do not need a mortgage are still as
strong in the market as they ever were - at a solid 6 per cent.
Developers
In Auckland, the Unitary Plan may help some developers if it allows them to put higher-density buildings
on their land. But the pace of building is glacial in most parts of the country and construction costs are
increasing, making many projects less lucrative for developers. Banks are also backing away and are less
willing to support them. "Developers are suffering from a lack of credit which is not only unlikely to get
better for many years but will probably get even worse," Alexander said. Greenaway-McGrevy said
construction costs had increased at twice the rate of general inflation over the past decade. If prices are
falling, some developers may not be willing or able to take the gamble of building now.
Government
Normally, falling house prices would be bad news for the Government but this time, it may work in its
favour because the rest of the economy is sound and consumer confidence is generally high. There is a
general sense that house prices rises should slow for social reasons. Kiernan said the Government
response to housing affordability issues could not be said to be good. He said it had been a problem
since before the last election but no real solutions had been offered. "It's a perfect storm with a large
number of factors that have come together to drive the market up but if there was a more effective
opposition the Government would have come under a lot more pressure." Regional New Zealand, where
voters sometimes feel ignored by politicians, may be buoyed by the fact that their house prices are still
rising.
Opposition
Housing could have been the Opposition's big chance to win some points against the Government but its
attempts have not stuck. Now the heat seems to be going out of the argument just when it needs it most.
"It's just luck for the Government that Labour did not seem to have any clear ideas of what to do, either,"
Kiernan said.
Banks
Banks have done well from New Zealand home loan borrowers over recent years. A KPMG report
showed, in 2016, lending grew at its fastest pace in eight years and banks made an extra $127.4 million
from loans, than they had the year before. But Alexander said they were now suffering reduced mortgage
sales because of the lending restrictions introduced by the Reserve Bank and their own tightening of
lending as they struggle to raise deposits in New Zealand.
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Choose the right
heating for your home

When looking to heat a home, it's important to consider the wide variety of heating methods on offer. An
under-heated home can lead to illness and poor health. Creating a warm, dry and comfortable home
should be a top priority. Heating options are far now greater than they were a generation ago. Electrical,
gas, new super-efficient wood ﬁreplaces, gas ﬁres, in-concrete ﬂoor hot water or electrical heating units,
central hot water heating, heat pumps and air conditioning units and home ventilation systems are just
some of the popular heating options to choose from. Because the heating needs of every dwelling are
different, you need to undertake heat loss calculations based on: the size of your home, the materials
used for construction, whether your home is north or south facing, the size and number of external walls
and the number of windows and doors. The World Health Organisation recommendations for room
temperatures are:
 21 degrees Celsius in living areas
 18 degrees Celsius in bedrooms
 22 degrees Celsius in bathrooms

Start with insulation – keep in the heat you have, then add heaters to warm you up. Insulation will also
reduce temperatures in the summer. Considerations:





Ensure you have an abundance of insulation – remember, building code requirements are a minimum.
It’s important that whatever system you install is of sufficient capacity to heat your home properly – too
small a unit will result in expensive bills and insufficient heating.
Some heating system installations require a building consent and registered installer.
The modern approach to heating is ‘whole house heating’. Good insulation and an energy-efficient
heating system will heat all areas of the house at a reasonable price and help keep your family
healthier through cold months.

Central heating
Central heating can be fuelled from gas, diesel, solid wood pellets or hot water heat pump, can work
through warm water underﬂoor heating or slim water radiators (and sometimes both), with the possibility
of adding domestic hot tap water and even swimming pool heating all from the one heat source.
Modern wood burners and wood pellet burners
 They are inexpensive to run, energy-efficient and surprisingly environmentally friendly.
 They have the advantage of being able to be connected to a wetback, which will provide hot water at no

extra cost apart from the installation.

 You'll need a building consent to install a woodburner or pellet burner, and have these installed by a

specialist installer.

 The council will have to inspect the burner before issuing a code compliance certificate.

Underfloor heating

These work with any ﬂoor type but care should be taken with wooden overlays as there is potential for
shrinkage. Electrical systems are cheap to install but the running costs are higher. The high cost of gas in
the South Island also makes these systems more expensive to operate there. Running pipes in your
concrete ﬂoor slab even if you don’t intend to use them initially, will future-proof your home and may add
resale value.
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Heat pumps and air conditioning
Correct sizing is crucial for long-term trouble-free and economical running of your heat pump. If it is too
small in capacity (kW), it may be cheaper to buy initially, but it will struggle to heat the area, resulting in
the unit having to work much harder, making it less economical to run, and dying early. Options run to
wall units, ﬂoor units, ceiling units or fully ducted – choose the most suitable for your space and house
design. You don’t need a building consent to add a heat pump to your home but this must be installed by
a qualified installer.

Modern ventilation systems
These are not usually heating systems, unless those add-ons are included, but may help heat your home
through replacing moisture-ﬁlled atmosphere. Modern construction seeks to seal a home to increase
energy efficiency which means you may need to have a system installed. “Heat Recovery Ventilation”
refers to having warm, stale air being removed and replaced with fresh. This aids energy efficiency but
works better when it’s already warm, which is just when you don’t want more heat.
Solar
Solar panels provide essentially
free hot water. Any excess can
be diverted to heating a pool or
added into a ﬂoor heating
system. During winter months
solar will require back-up heat
supplementation. Power and gas
prices are continuing to rise and
are forecast to increase sharply
as demand increases – solar is
renewable, sustainable, efficient
and reduces hot water heating
costs.
Gas heaters and fires
Fast, convenient and easily
regulated heat, gas can bring a
moderately sized room to a
warm comfortable temperature in
about 10-15minutes. Energy Star
rated ﬂued gas heaters are the
most efficient and won’t release
moisture or harmful gases into
your home. Glass-fronted gas
ﬁreplaces are signiﬁcantly more
efficient than open fronted and
create much smaller carbon
footprints. If you live in an area
that has no gas supply, you can
have tanks that are delivered to
you, last for months and only get
changed out as required. To
learn more about the different
types
of
heating,
building
consent requirements, registered
installers and council code
compliance certificates, visit
www.smarterhomes.org
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Some Recent Sales Information

