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Hi all. Hope you have got used to the cold nights 
and mornings but nice to still have the lovely days 
that follow. The good weather is obviously 
encouraging potential renters to be out looking as 
interest remains strong for this time of the year. As 
mentioned last month much of this interest centres 
around 3–4-bedroom suburban houses and the 
market continues to have a shortage of these. 
More properties are entering the market – a 
number being new apartments within the CBD. 
There is an interest in such properties but a limited 
interest. 
 
We are spending a lot of our time dealing with 
buyers from the North Island – mainly Auckland or 
Wellington. Some interest also from New 
Zealanders living overseas. Christchurch is seen 
as a market offering good properties at good prices 
and good yields. 
 
The media seem to be struggling with the impacts 
of the recent changes announced by the 
Government. In one article they talk about the 
significant drop off in investor interest and in the 
next they say that there has been no influx of 
existing rental homes being offered for sale.  
 
From our place in the market, we certainly have not 
seen any rush by our clients to sell. We do see 
continued interest from investors to expand their 
property portfolios – several have already done so. 
There has been an increased interest in new 
properties no doubt as a result of the preferential 
treatment given to new property under the revised 
bright line test criteria.  
 
Media coverage suggests that the Government’s 
decision to disallow interest payments as a tax 
deduction was made against the advice of officials. 
It seems that officials from Inland Revenue, 
Treasury and the Ministry of Housing and Urban 
Development were unanimous in advising 
Government not to remove this tax deduction. They 
were supported by economists and the general 
public. The thrust of their objections was that the 

focus should be on increasing the housing supply 
and increasing housing affordability and that this 
seemed to have the opposite effect. The fear is that 
this is just a re-shuffling of the housing stock – 
forcing tenants out to allow first home buyers in. 
 
Interest deductibility were seen as a legitimate tax 
deduction for any income producing asset or 
business. It was not seen as a ‘loophole’. Private 
home owners cannot make such deductions as 
they generate no income – on which they pay tax - 
from the family home. 
 
HUD noted that “limiting tax deductions to existing 
rental housing stock risks divestment by landlords, 
the termination of existing tenancies, imposing 
costs on tenants (either higher rents or costs of 
relocation) and potentially put some investors into 
negative cashflow. This could have negative 
impacts on child wellbeing and child poverty. It will 
ultimately hurt both tenants and ‘Mum and Dad’ 
investors”. 
 
HUD estimates that additional costs of around 
$4,125 per property would impact investors from 
this change. 
 
Interestingly, Tenants Protection Canterbury and 
the First Home Buyers Club have presented a letter 
to Government requesting them to reconsider this 
change to tax deductibility.  
 
The First Home Buyers Club says that ‘whilst 
saving for their first home deposit they could well 
be facing higher rents as a result of the change’. It 
is assumed (it is not stated in the article) that 
Tenants Protection Canterbury also anticipates 
increased rents.  
 
Tax experts have also confirmed that tax 
deductions for interest payments was not a 
‘loophole’ and now rental property owners are 
being denied access to a legitimate tax deduction. 
They also advise that this decision will drive up 
rents and make it harder for first home buyers to 
save a deposit. 
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All parties believe that other strategies could have been 
adopted to make things easier for first home buyers yet 
not risk a negative outcome on tenants.  
 
We don’t think this discussion is finished with yet. 
 
An item on TV3 Newshub suggests that even if house 
prices fell by 20% over 75% of people renting property 
would still not be in a position to buy a home. We would 
seriously question that this Government – nor any 
Government before it or still to come – has the appetite 
to see house prices drop to this degree. Housing 
remains the main asset for may people and as the 
‘stability’ within their retirement years. No matter what a 
person’s political beliefs may be such a drop would 
cause a major outcry.  
 
Budget Day this week and economist Cameron Bagrie 
believes that the Government will be able to be a little 
more generous thanks to the extras tax take it now gets 
from landlords.  
 
Since taking the reins in 2017 the Government has 
overseen massive growth in house prices, it’s Kiwibuild 
program failed to fire, and a private sector construction 
boom of the likes unseen since the 1970’s has to date 
had little effect in keeping house prices in check. 
 
The Governments announcements in March were 
designed to turn speculators and investors towards new 
builds rather than have them compete with would-be-
owners and first-home-buyers for existing housing stock.  
 
He estimates the tax take from the new changes will 
bring the Government around $200 million. 
 
Have these changes worked? 
 
The latest report from Corelogic shows first home 
buyers formed only 21.5% of the market for the first 3 
months of this year. This is the lowest since 2018 and 
down from 24.8% in their last report. 
House prices still move upwards – a seasonally adjusted 
increase of 25.6% over same time last year. From 
$680,000 to $810,000 national average. 
 
Property sales are falling. But houses are selling faster. 
 
Housing construction costs rose by 1.3% during the first 

quarter 2021. A tripling of the 0.4% in the 4th quarter 
2020. Within the residential construction sector price 
increases are running at +3.3% for Q1.  Indications are 
that construction prices will continue to grow. 
 
Prime Global Cities Index is a valuation-based index 
tracking the movement of prime residential prices in 45+ 
cities around the world. 
 
Auckland was the indexes previous front-runner but has 
now fallen to 16th place following 

 A slowdown in price increases from 18% to 8% 
 The introduction of a capital gains tax (their 

words not ours) for non-primary residences held 
for less than 10 years (bright line testing 
presumably)  

 
5 of the top 10 are cities in China, Korea and Taiwan. 
The others in Canada, USA and Russia. 
From the courts: 

 May be of interest to some of you. The long-
Awaited class action against James Hardy has 
begun. Claimants allege that JH provided faulty 
cladding materials and continued to market 
these even once they were aware of the 
problems. JH’s counter-argument is that the 
materials were fine but the fault lies with poor 
workmanship by builders. (ED. Having owned 3 
leaky homes my sympathies lie with the owners 
but time will tell). 

 You may have noticed a considerable increase 
in the number of court cases against landlords. 
Many relate to a failure to provide the 
assurances required under the Healthy Homes 
and Insulation standards. Some much more. A 
recent case in Auckland awarded $17,451 to the 
tenants who had put up with mould, ‘yellow 
water’ contaminated with metal, rotten flooring, 
leaking ceilings, faulty power supply and rats – 
the cause of the faulty power supply. The 
Tenancy tribunal rules that the owner did not 
address the tenants concerns quickly enough 
and generally failed to maintain the property 
thereby breaching their responsibilities. An 
extreme case perhaps but a growing trend 
towards making owners responsible for 
standards. 

 
Wishing everyone the very best. Stay warm as winter 
approaches. 
 


