
 

 

 

Welcome to your monthly update from Quinovic Merivale on property investment news and opportunities.                     20 January 2020  

 

www.quinovic.co.nz 

 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Welcome to the New Year. We trust that you all 
had a wonderful Christmas and that this year is a 
great one for everybody. 
 
As we have done every year the office remained 
manned over the holiday period. We were not 
rushed off our feet but there was a steady flow of 
interest from both landlords and tenants. We 
managed to find tenants for several properties and 
we were fortunate to be granted the management 
rights to several new properties. So well worth the 
effort. We welcome those new owners to the 
Quinovic Merivale team. 
 
We always enjoy it when owners come into our 
offices to meet with us. But right now could we 
suggest that you call first. There are significant 
road works going on at present and the Claire 
Road / Papanui Road corner is closed to traffic. 
Parking is very difficult with the Papanui Road 
frontage completely closed down to the next 
corner. It may be better that we come to you until 
such time as this work is complete. Not surprisingly 
no one will tell us when that may be! 
-------------------------------------------------------------------- 
It’s been a quiet month with regards to media 
coverage of the rental sector. Virtually nothing has 
been reported upon over the holiday period – at 
least not in any depth. So, it will be a shorter 
newsletter this month. 
 
What we have seen: 

• Confidence seems to be returning to the 
Christchurch real estate sector – both in 
sales and in rentals. There has been a 
slight increase in the average home value 
over the past 12 months and rents levels 
are certainly stable and, in some instances, 
slightly higher.  
 

• Investors are returning to the property 
markets. Real estate agents are reporting 
more enquiries from the investor sector 
reflecting confidence in current pricing but 
more importantly confidence that price 

increases in the housing market will rise 
throughout the near future (1 – 2 years). 

 
Both of these should be welcomed by our owners. 
However there remains the issue of over-supply. 
The effects of this are obvious – properties are 
taking longer to tenant, tenants have a greater 
choice, tenants have more input into the market, 
tenants become more demanding, rents become 
‘negotiable’ as some private landlords are forced 
into accepting lower rents through having to meet 
mortgage payments, tenants become more mobile 
and move from rental to rental. We are not saying 
that any of these are bad – they just make the 
market more difficult and time consuming. 
 
Having said this there are signs that the oversupply 
situation is levelling out and we expect further 
stability to return throughout 2020. 
-------------------------------------------------------------------- 
As a landlord you may be feeling swamped by all 
the changes to the legislation over recent years. 
Chance are you have forgotten some of them 
already – so here’s a reminder of changes since 
2016. 
 
2016: 

LVR Restrictions: 
 Landlord deposits raised to 40% 
 Resulting in fewer people able to fund new  
            Rentals. 

Start of reducing rental supply for tenants 
 
Bright-Line Test – two years: 

Aimed at speculators and property traders 
passing themselves off as rental property 
providers and not paying the required tax. 
 
Intended to make existing rules clearer which it 
did but also reduced rental property providers 
flexibility or requirement to sell without having to 

pay tax. 
 
This rule applies only to residential rental 
property thereby making other investment 
categories more attractive further reducing the 
supply of new rentals. 
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Increased powers to MBIE to investigate landlords. 
 Increased power of entry 
 Increased powers of investigation 
 Increased powers of prosecution 
 Increased penalties. 

No increase in powers against tenants 
Insulation statements required. 

 
2017: 
Residential Tenancies Amendment Bill (became 
law in 2019) 
 Tenant’s liability for damage 
 Unlawful properties 

Methamphetamine 
 
2018: Extending the bright-line test. 
 Increased to 5 years 
 Studies have shown that most property  
            traders buy and sell properties within 6  
            Months 

Extending the bright-line test therefore only 
affects residential property providers  
Further disincentivising the provision of 
rental property for tenants 

 
2018: Letting fees abolished. 
 Increasing costs for landlords in many 

instances 
 
2018: Tax Working Group. 
 Primarily formed to bring in a Capital Gains 

Tax 
 There were calls for a CGT to only apply to 
            residential rental property however  
            research showed that rental property paid   
            just as much, if not more, tax than other  
            investments that increased in value 

The threat or expectation of CGT did much  
to disincentivise the provision of rental 
property. 

 
2019: Ring Fencing of Tax Losses. 

As with other businesses it is very difficult to 
fund the provision of rental  
property in the first few years. 

Other business can use losses to offset tax 
payable on other income, rental   property 
providers can no longer do this – losses are 
ring fenced. 
This means that providers cannot use 
losses in the years that they are made but  
can use them when the property is 
profitable. 
This law change has fundamentally 
changed the cash-flow situation for  
providing rental property and made it 
difficult / impossible for many to be able  
to fund new rentals. 

 
2019: Healthy Homes Guarantee Bill. 
 Set standards for heating, insulation,        
ventilation, moisture ingress etc 
 Determines the method of compliance 
 Landlords must sign a statement saying      
they will comply with healthy Home  
               Standards 
 
2019: Privacy Commission Guidelines: 

PC set out guidelines – then realised they 
were unworkable. After consultation  
with other interest groups (including 
landlords) these were then re-issued 

 
2019: Insulation standards enforced (July) 

Ceiling and under floor – average cost to  
upgrade $3,500 

 
2021: Insulation standards  

Standards #2 will be enforced (July) 
 Heating standards will be enforced 
           The new heating standard is onerous – est.  
           cost per tenancy $4,000 
 
There is no doubt that many of these changes were 
introduced with the best of intents and to improve 
the market sector. But taking a cynical look at 
some of these. Is it any wonder that so many 
landlords have left the sector? Is it any wonder that 
the country faces a significant shortage of rental 
properties? With the Government and Social 
Agencies providing less than 25% of all the rental 
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properties within New Zealand you need to ask 
why so much pressure has been placed on private 
landlords over such a short period of time.  
-------------------------------------------------------------------- 
The Government has quietly introduced a bill to 
Parliament designed to ‘re-distribute’ the costs 
associated with infrastructure within new 
developments. Historically the Government has 
enjoyed the benefits from new developments – 
income tax, company tax, GST etc. yet is Local 
Bodies that have absorbed the costs of 
infrastructure. And a bigger ratings base has not 
provided enough to offset those costs – or at least 
not quickly enough. 
 
Labours announcement that central government is 
willing to take on a bit more debt to fund 
infrastructure – but it falls short of providing a long-
term solution. That’s where the new bill comes in. 
 
Currently a developer wishing to put in a new sub-
division either needs to bear the costs of 
infrastructure up front or convince local councils to 
take on debt to build it – or a mix of both. 
 
The bill proposes a way of financing infrastructure 
that spreads the burden of payment over time, 
shared amongst those who benefit from it. The 
developer could propose an additional levy on top 
of rates. The levy would pay off, over time, the debt 
taken to fund the infrastructure. Someone buying 
within the new subdivision would see the additional 
rate on the LIM and could weigh it in the same way 
that a person buying an apartment weighs up body 
corporate fees. 
 
If this Bill is passed it is seen as removing at least 
one barrier to a Council saying no to new 
developments. 
 
Best wishes to you all. We look forward to working 
with you in 2020 
 
Sharon, Carolyn, Andrea, Tracey 
 


