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Some have commented that there was no newsletter 
last month. The first time since we started in business 
over 10 years ago. Sorry but our Editor had the nerve to 
take a holiday. You just can’t get good staff these days 
(Note from Editor: Make that unpaid staff). 
 
The last two months have shown some positive upward 
trends for the residential property rental sector.  

• Interest from potential tenants seems higher 
• Down days between tenancies is reducing for 

many properties – our stock of  
un-tenanted properties has fallen considerably 

• New properties are entering the market 
• Requests for rent appraisals are increasing 

 
As always there is a down-side. Properties are still being 
sold by landlords exiting the sector. This has been 
evident in the room x room market sector where demand 
has dropped since the hay-days after the earthquakes 
as many construction workers came to town.  The 
demand for room x room now appears to be students 
and immigrants to Christchurch. 
 
But overall we are back in a growth cycle after a few 
months of decline. Hopefully this continues. Given that 
November through to April are the peak months we are 
confident that this will be so. 
--------------------------------------------------------------------------- 
Let’s start with the key issue facing ourselves and 
owners at the present time. The government has elected 
to ban the application of letting fees effective mid -
December.  
 
Let’s go back in time. Prior to the introduction of letting 
fees (firstly just for Real Estate companies but later 
independent property management companies such as 
Quinovic were allowed to charge letting fees) landlords 
bore the costs associated with letting a property. (Costs 
such as advertising, credit checks, reference checks). 
With the introduction of letting fees these costs 
transferred to the tenant – a new tenant paid the 
property management company the equivalent of 1 
week’s rental. Given the actual costs involved (as above 
but also including staff costs associated with viewings 
etc.) this was not a profit line for us but it went a long 
way towards covering expenses.  
 
Our owners would have received over the last few days’ 
advice from us of the introduction of a New Tenancy fee.  
This fee is designed to cover actual costs and will be the 

equivalent of one weeks rent (plus GST) to a maximum 
value of $500 (plus GST). As many rentals in 
Christchurch are let for less than $500 per week the 
actual costs to these owners will be less. The new fee 
takes effect from January 1st, 2019 and is only 
applicable at the time of a new tenancy.  
 
The average tenancy is 24 months so even at the top 
end rent the cost per annum is $250 (plus GST) or $5 
per week. We anticipate that in most cases this 
additional cost will be offset by future rent increases as 
is already being witnessed in the marketplace. 
We are advised that all major property rental companies 
are introducing similar fees to offset these costs. Many 
companies have continued to charge expenses on the 
owner whilst also receiving a letting fee, our 
understanding is that most of these companies will be 
charging both these costs to the owners going forward. 
 
It is our own view that this change by the Government is 
not actually going to save tenants anything and may in 
fact cost them more over the longer term. Additional rent 
increases last for the full term of the lease. In the end 
the tenant is still paying this cost plus some. Letting fees 
may have been an emotional and political issue but 
sometimes you need to step back and look at the bigger 
picture. 
 
If you have any concerns whatsoever about the New 
Tenancy Fee please don’t hesitate to ring Sharon to 
discuss. 
--------------------------------------------------------------------------- 
With the Editor being away and not having access to 
media reports over the period we are relying more on 
articles off the web this month.  
 
From the New Zealand Property Investors Federation: 
 

• On the issue of letting fees the NZPIF’s 
submission to the Government suggested that 
letting fees remain in place but payment of the 
letting fee be shared between owners and 
tenants depending on market conditions. The 
need for the costs to be recovered by a property 
manager was not disputed by the NZPIF. 
 
Their recommendation was that whichever party 
received the benefit of the service should pay. If 
an owner was simply using the property 
managers to find a tenant then the owner should 
pay. If the market was such that finding a new 
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tenant was difficult then the owner should pay. 
On the other hand if the market was tight and 
tenants found it hard to find a property then they 
should pay. 
 
In our opinion cumbersome and open to opinion 
regarding market conditions.  

 
• NZPIF issued an article on differences between 

their approach to issues and that of Tenant 
Advocacy groups. In their view it is evident that 
the two organisation approach issues from quite 
different positions. NZPIF argues that it always 
takes the tenants needs into its decision making 
– as well as those of the property provider. 
Tenancy Advocate Groups on the other hand 
are more extreme and one-sided in their 
thinking with unrealistic expectations of the 
outcome. 
 
NZPIF considers this a disappointment as by 
working together could result in better outcomes 
for both parties. Many owners agree that a 
rental should be viewed as the tenant’s home 
but this does not translate into the tenant having 
all the rights and the owner none.  Yet the 
owner is expected to continue to cover all coats, 
risks and responsibilities in owning the property. 
 
NZPIF quotes as examples of unrealistic 
expectation things like tenants only having to 
give 3 weeks’ notice yet owners should have to 
give more than 90 days in their opinion. They 
believe that owners should only be able to sell 
to other investors and that the new owner must 
be obliged to keep the tenant whether they wish 
to or not.  
In earlier newsletters we have ourselves 
commented on expectation such as keeping 
rent increases to the level of movement in the 
COL index. But owner’s suppliers of owner 
costs like rate and insurance would not operate 
under similar restrictions. Absolutely unrealistic 
and one must have confidence that the 
Government sees this. 

 
• Lastly the NZPIF has issued a position paper in 

respect of the current Residential Tenancy Act 
(RTA) review. This is a substantial document - 
too long to include in this newsletter. It covers 

matters such as no-cause terminations, 
landlord’s ability to end a tenancy, notice 
periods, tenancy types, fixed term tenancies, 
tenant’s responsibilities and obligations, 
landlords responsibilities and obligations, 
tenants modifying a property, tenants having 
pets. 
 
We recommend that you read this position 
paper. Go to New Zealand Property Investors 
Federation web site, go to news, article headed 
‘MBIE Survey on the RTA Review’, (news / view 
/ 59411). These are issues that as a landlord 
you should at least be aware of – any changes 
will impact on all landlords. 
 
If you don’t have a computer or cant access or 
find please contact Sharon and she will get a 
hard copy off to you immediately. 

              --------------------------------------------------------------- 
From the media: 

• New Zealand is amongst the top 5 riskiest 
housing markets in the world.  This is according 
to Oxford Economics that rates New Zealand 
fifth after Australia, Sweden, Canada and Hong 
Kong. This outcome is resultant from a 
conclusion that ‘valuations are very elevated, 
there has been a lengthy housing boom, debt 
levels are high and there is a significant share of 
floating rate debt’. Oxford Economics has 
compared housing prices across the OECD 
from 1970 through to 2013 with real price 
growth over the following 5 years. It concludes 
that where valuation had risen by 35% or more 
above the long-term average over the period 
real house price then fell over the following 5 
years. This points to many OECD countries 
seeing stagnant or negative real house price 
growth according to Oxford.  
 
Out of the 10 most risky markets New Zealand 
had the highest real price growth over 5 years at 
43%. New Zealand was placed 2nd for 
‘overvaluation’ with a score of 179 on a 
valuation index where the long-term average is 
set at 100. It came in third on housing debt as a 
percentage of GDP at 89% leaving many 
susceptible to an increase in interest rates. 

 
• A new study has found that in the near future 

half of those over 65 years of age will have to 
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rent. Twenty years ago most Kiwi’s retired 
owning a home but that’s dropping rapidly. By 
2040  fewer than half of retirees will own their 
own home. 
 
As home ownership plummets many pensioners 
are also seeing their savings run out more 
quickly than expected due to increases in 
expenditure across the board – rates, insurance, 
maintenance, food, petrol as examples. ‘They 
are basically trying to survive on super in a 
rental market that’s going up in terms of cost’ 
says John Hurrell, a Porirua Salvation Army 
volunteer.  
The future is looking bleak. Research shows 
that older renters are twice as likely as 
homeowners to live in poorly insulated homes 
and twice as likely to develop asthma, anxiety 
and depression. 

 
• And the criticism of Kiwibuild continues. Low 

actual build numbers, publicity around ballot 
winners incomes, a lack of interest in some 
Kiwibuild homes in Wanaka. Now the 
commentary that even if it is successful in 
meeting its objectives they will fall far short of 
the actual demand for housing.  
 
The shortage of homes continues to grow.  
MBIE says that we will build 30,300 new houses 
in a market that needs 40,600 to meet demand. 
Over the next two years the housing shortfall 
which is currently estimated at 71,000 units will 
increase to 85,000 units. As a consequence of 
this shortfall housing prices will continue to 
grow.  
 
Housing Minister, Phil Twyford, believes that 
new controls on immigration will help to relieve 
the pressure on housing. Perhaps not quickly 
enough. 
---------------------------------------------------------------- 

 
From the Real estate Sector: 

• The arrival of Spring and Summer has seen the 
number of new listings rise substantially – a 
normal annual trend.  

• Despite this QV reports that average prices 
have remained stable 

• Auckland prices continue to fall driven by 

weakness in more expensive areas. 
• Minor lifts in popular areas such as Queenstown 

may reflect a late surge before the Foreign 
Buyer Ban is enacted. 

• Lower value areas on the outskirts of city 
centres are attracting first home buyers and 
investors seeking higher yields. 

• Corelogic advises that ‘demand is staying up 
due to low interest rates’ – you will have noted 
major banks have reduced fixed term rates – 
competition is heating up. 

• The number of house sales in September fell by 
3% year on year – the lowest September since 
2011.  

• Average time to sell rose from 34 – 36 days. 
--------------------------------------------------------------------- 

 
Enjoy the sunshine whilst we have it. Snow and rain is 
forecast later this week 

- 
Please let us know if there are any specific subjects you 
would like us to research and report upon. 
 
Kind regards 
Sharon, Sue, Lexi, Caroline and Andrea. 


