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Abstract

We discuss the changing nature of housing demand in New Zealand. All families need to be
housed. The demand for housing is a dynamic system and influenced by a number of factors
including population growth, demographic change, changes in individuals housing careers,
macro and local economic factors, housing affordability issues and individuals aspirations. We
examine the projected growth in housing demand taking these factors into consideration. We
illustrate the issues associated with reference to changes in demand and its composition at a
regional level. These changes raise some interesting societal issues associated with the
redistribution of wealth within the community and potential social issues associated with the
projected increase in the number and proportion of renter households within communities.

Introduction

Housing markets are complex and are influenced by a range of international, national and local
drivers. They form an important part of our economy and market failures may provide adverse
community outcomes. The objective of this paper is to discuss the changing nature of housing
demand in New Zealand and the potential implications of these changes in a market and social
context. The factors include:

- Demographic and life cycle trends;

- Economic and financial factors; and

- Market and affordability trends.

Demographic / Life Cycle Trends

Demographic trends and population growth have impacted on housing demand over the last

twenty years. New Zealand has experienced a number of significant demographic and life cycle

trends which have and are likely to continue to impact on housing demand. These trends are
not unique to New Zealand and a number of other Western nations are also experiencing
similar changes. These trends include:

- Although our population is projected to increase by 18% over the next twenty years, the
proportion of the population aged between 20 years and 64 years is expected to decline
whilst the number of people aged 65 years and older is expected to increase. One key
driver for this trend is the aging of the baby boomers;

- In addition to the transition of the baby boomer bulge into older age, people are also living
for longer;

- Population growth will continue to be stronger in the larger urban centres with less robust or
no growth in the smaller provincial centres;

- Anincrease in the number of older “couples without children” and “one person” household
types;



- More dynamic housing life cycles / careers for individuals which reflect modern life cycles.

This is reflected in the increased dissolution of families and formation of composite
households becoming more common;

- Delayed family formation by generation X and Y; and

- Children continuing to live with their parents for longer.

New Zealand'’s population is projected to continue to increase at least for the next twenty five
years. Figure 1 presents the range of growth projections from Statistics New Zealand.

Figure 1: Projected Growth in New Zealand’s Popula  tion
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New Zealand’s population increased from 3.495 million to 4.185 million between 1991 and
2006, an increase of 19.7% over a fifteen year period. Over the next twenty five years the
range of population projections varies between 4.664 million and 6.548 million depending on
which underlying assumptions are adopted in terms of fertility, mortality, and net migration.
However whilst the total population is projected to increase the underlying structure of the
population is expected to undergo significant change.

Net migration is another important source of population growth. Net migration flows have and
are likely to continue to vary significantly. In addition, migrants do not evenly distribute
themselves around the country, rather they have in the past clustered around the Auckland
region.

Figure 2 presents the trend in the level of net migration into both New Zealand and the
Auckland region since 1994.
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Figure 2: Net Migration

50,000 +

40,000 -

30,000 4

20,000 ~

10,000

Annual Net Migration

-10,000
-20,000
< 0O W O© O N~NDNOOWOWODOO O O dd N N OOMST I WU W O© O~ N0 0o o
PPPFRIPRAPPIPIQQRRIIOTYIIQIQPQYIOQIQPQPI
O S o5 Q- oS oS s Qs s oS s Qs s oS Qs s
S IS T T S T T IS IS T IS T T IS T
[ [ [ [ [ [ [ [ [ [ [ [} [ [0 [}
N=2wmWEIHNn=2mMmM=2 M= N2 N2 N=2N=2ND=2 VD=2 M2 NN=20=20 =2

Nz e Auckland

Source: Statistics New Zealand

Migrants can have a wide range of housing outcomes depending on their financial
circumstances on arrival in New Zealand and thus impact across both the owner occupier and
renter sectors of the market, Grimes et al (2006). Auckland has historically attracted a
significant proportion of these migrants. These statistics are reliant on the migrants correctly
recording the region they intend settling in upon arrival in New Zealand. The propensity to
settle in Auckland has implications on the fluctuation in the level of demand within the region
and can be a factor contributing to demand / supply imbalances over time.

Table 1 presents the trend in internal migration between regions between the 2001 and 2006
census.

Table 1: Internal Inter-regional Migration

Migrating to the Migrating out of the Net Internal Gain /

Region Region Loss
Northland Region 18,726 17,172 1,554
Auckland Region 59,301 75,963 -16,662
Waikato Region 47,754 42,225 5,529
Bay of Plenty Region 34,704 28,821 5,883
Gisborne Region 4,884 6,405 -1,521
Hawke's Bay Region 15,168 15,957 -789
Taranaki Region 9,267 11,520 -2,253
Manawatu-Wanganui Region 26,898 29,571 -2,673
Wellington Region 39,516 38,943 573
Tasman Region 8,760 7,002 1,758
Nelson Region 7,965 9,534 -1,569
Marlborough Region 7,179 6,810 369
West Coast Region 4,749 5,175 -426
Canterbury Region 40,464 32,367 8,097
Otago Region 26,238 21,753 4,485
Southland Region 8,916 11,271 -2,355

Source: Statistics New Zealand



The internal inter-regional migration trends are a continuation of the previous trend between the
1996 and 2001 census. Although Auckland continues to attract the majority of external
migrants, internally it is continuing to loose people to other regions. Auckland’s relatively young
population and high fertility, combined with strong external migration inflows, still results in
above national average population growth. Christchurch had the strongest internal net
migration gain attracting people from across the country.

Population growth is not homogenous and there are number of underlying trends. Three key
features of this change include:

- Age structure;

- Geographic distribution of growth; and

- Family or household structure.

Figure 3 presents the projected change in the proportion of people by age for New Zealand
using Statistics New Zealand’s medium level projections.

Figure 3: Change in the Age Structure of the Popul  ation
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Key trends include:

- The number of people aged 20 or less is expected to decline from 28.7% of the population
in 2006 to 24.0% in 2026;

- The proportion of the population aged between 20 years and 64 years is expected to
decline from 59.1% in 2006 to 55.7% in 2026; and

- The number of people aged 65 years and older is expected to increase from 12.2% of the
population to 21.4% over the same time period. One key driver for this trend is the aging of
the baby boomers



Figure 4 presents the geographic distribution of growth in New Zealand by territorial local
authority (TLA).

Figure 4: Population Growth Rates — Number of Peop e
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Key trends include:

The majority of the growth in population, 77%, is projected to occur in the three main urban
areas between 2006 and 2021. For example, the wider Auckland area’s population is
expected to increase by 344,000 or 54.9% of the total national growth between 2006 and
2021. Over the same time period Wellington’s population is expected to increase by
42,900 or 6.8% of total national growth and Christchurch by 93,300 or 14.9% of total
national growth;

The population in 25 TLAs (or 34.2% of all TLAS) is are expected to decline;

A further 17 TLA’s have expected population growth of less than 2,500 people between
2006 and 2021;

All TLA’s are projected to experience growth in the number of people aged 65 years and
over between 2006 and 2021,

The growth in the number of people aged 65 years and over is expected to total 178,200, or
28.4% of the total growth across all TLAs. This is significantly less that their proportion of
projected total population growth over the same time period; and

The TLA's with the highest projected growth in the number of people aged 65 and over
include North Shore (an increase of 16,300 people) Waitakere City (an increase of 13,700
people), Auckland City (an increase of 22,600 people), Manukau City (an increase of
25,700 people) and Christchurch City (an increase of 24,500 people).



Figure 5 presents the projected percentage change in the total population and number of people
aged 65 years and older by territorial local authority boundaries.

Figure 5: Population Growth Rates
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Key trends include:

- The faster projected percentage population growth is expected in Queenstown Lakes,
Selwyn, Manukau City, Rodney and Tauranga with total growth rates between 2006 and
2021 of 38.6%, 32.6%, 30.7%, 28.6% and 27.6% respectively;

- The largest projected falls in the population are expected to occur in Kawerau, Wairoa,
Ruapehu, Rangitikei, and South Waikato with total population declines between 2006 and
2021 of -11.6%, -11.6%, -10.7% -10.6% and 9.9% respectively;

- Al TLA’s are projected to experience growth in their population aged 65 years and over in
excess of 31% between 2006 and 2021; and

- The faster projected growth in people aged 65 years and over between 2026 and 2021 is
projected to occur in Selwyn (131%), Queenstown Lakes (110%), Franklin (103%),
Manukau (90%) and Waimakariri (89%).

A range of factors is likely to influence the distribution of population growth around the country.

Residential mobility is likely to be influenced by factors including:

- Employment opportunities are a long standing explanation of housing demand. This
suggests employment opportunities and relocations are intimately related; and

- Household structure changes during a families housing career can act as key triggers of
mobility. Also younger households have a greater propensity to move than older couples.



Figure 6 presents the distribution of the growth in population by TLA between 2006 and 2021.
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The significant higher growth rates for people aged 65 years and over reflect the changing
structure of our population. The combination of the projected fall in TLA’s population combined
with significant growth in the number of people aged 65 years and over will result in some
significant challenges for TLA's and these will be reflected in the quantum and type of housing
demand in the future.



In addition to the change in the age structure of the population, the family structure is also
projected to change. Table 2 presents the projected trend in the number of families nationally
between 2006 and 2031.

Table 2: Projected Change in the Structure of the  Families / Households

Couple without

Year children Two Parent One Parent One Person Other
2006 468,000 481,000 219,000 363,000 68,000
2011 516,000 492,000 228,000 398,000 72,000
2016 568,000 500,000 236,000 437,000 75,000
2021 613,000 508,000 242,000 480,000 76,000
2026 647,000 519,000 249,000 525,000 77,000
2031 673,000 529,000 257,000 570,000 79,000
Increase in _the number of families

2006 to 2011 48,000 11,000 9,000 35,000 4,000
2011 to 2016 52,000 8,000 8,000 39,000 3,000
2016 to 2021 45,000 8,000 6,000 43,000 1,000
2021 to 2026 34,000 11,000 7,000 45,000 1,000
2026 to 2031 26,000 10,000 8,000 45,000 2,000
% Increase in the number of families

2006 to 2011 10.3% 2.3% 4.1% 9.6% 5.9%
2011 to 2016 10.1% 1.6% 3.5% 9.8% 4.2%
2016 to 2021 7.9% 1.6% 2.5% 9.8% 1.3%
2021 to 2026 5.5% 2.2% 2.9% 9.4% 1.3%
2026 to 2031 4.0% 1.9% 3.2% 8.6% 2.6%

Source Statistics New Zealand — Medium Level Living Arrangement A

Key trends include:

- Although the number of all family types increased between 2006 and 2031 the rate of
growth varied considerably;

- The rate of growth declined across all family types. “One person families” / households
growth rate declined the least, whilst “couple without children” declined the most;

- “One person” families / households experienced the strongest growth increasing 57.0%, or
by 207,000 families, over the twenty five year period and increased as a proportion of the
total population from 22.7% in 2006 to 27.0% in 2031;

- “Couples without children” families were the second fastest growing family type. They
increase a total of 43.8%, or by 205,000 families, between 2006 and 2031 and also
increased as a percentage of the total population from 29.3% to 31.9% over the same time
period; and

- “Two parent” families increased at the slowest rate over this time frame at 10.0%, or by
48,000 families, and declined as a proportion of the total population from 30.1% to 25.1%.



The changing nature of family / household structures are also inter-related with the change in
the age structure of the population and reflect the changes in the typical housing life cycles
being experienced by families today. Over the last two decades the housing life cycle / career
has become far more complex. The traditional contemporary housing life cycle / career has
given way to a more multi faceted pathway. There is limited quantitative evidence to support
these observations as Morrison (2007) commented, “There is a lack of the necessary
longitudinal data sets necessary to fully understand the changing nature of the contemporary
housing career and the new family and relationship contexts in which tenure decisions are now
being made” Morrison (2007).

Other life cycles trends in New Zealand impacting on housing demand include:

- Delaying family formation with couples having families later in life and average family size
declining;

- New Zealand families are also following overseas trends where couples children are
leaving the family dwelling later in life and sometimes returning home to live with their
parents (NZ Herald 2" July — Death of the empty nesters). This could in some
circumstances result in three generations living in one dwelling;

- Couples are also caring for elderly relatives;

- Two or more incomes per household have also become more common;

- More dynamic housing life cycles as family relationships breakdown and reform with other
partners; and

- De-institutionalisation of services to needy people.

Two key life cycle events have a significant impact on the type and nature of their housing
demand. First, their ability to access secure long term employment has a significant influence
on household income and consequently their ability to accumulate capital, service debt and / or
rent. Second, life style choices such as family formation, decisions to have children and
dissolution of unsuccessful partnerships, influence demand for housing and the type and
location of housing desired by the household. Family formation also provides the opportunity
for two incomes for the household significantly increasing the ability to accumulate wealth and
service debt. These trends influence the type and nature of housing demand within a
community in terms of the quantum and the type of dwelling.

The trend over a number of years to de-institutionalise services to the needy, such as mental
health consumers has also created a small but important type of housing demand. This
demand has largely been met by public sector and third sector housing providers. Anecdotally
it would seem that public and third sector housing providers are meeting the demand from
households with special needs (needs that are in addition to financial need) whereas the private
sector rental providers are meeting the bulk of the demand and those households with financial
need are being subsidised via the accommodation supplement.

Wider societal trends have also influenced aspects of housing demand. Consumerism and the

desire to consume a vast range of goods now has had an impact on property. Over the last

decade the availability of credit to households has been one factor behind the accumulation of

debt. Household debt has increased from 56% in 1991 to 156% in 2009. This reflects a wide

range of factors. Households have taken on more debt for a wide range of reasons including:

- Higher house prices relative to income;

- Purchase of the primary dwelling;

- Purchase of holiday / second homes;

- The size of new dwellings built has increased from 134 square metres 1991 to 197 square
metres in 2008;

- Investment in rental properties;

- Educational purposes (student loans);

- Travel / holidays etc; and

- General consumption of goods.



The availability of credit and the ability to borrow with relatively easier lending criteria has been
one of the factors behind the strong escalation of house prices over the last decade.
Households have increased their housing consumption with the increase in the size of new
dwellings and increased investment in second homes. The increased consumption has placed
upward pressure on values.

House prices have typically increased over 100% over the last decade. There has been
considerable regional variation in the rate of price escalation, however, the rate of sale price
growth has been considerably faster than both median rentals and household incomes. Grimes
and Aitken (2004) found that regional developments in productivity, employment, commodity
prices of locally produced goods and population relative the existing housing stock all effect
regional house prices. The relative level of house prices influences the type of housing demand
in the region and the tenure outcomes achieved.

Table 3 presents the trend in lower quartile house sale prices, median household incomes and
median weekly dwelling rentals by region.

Table 3: Lower Quartile House Prices, Median House  hold Incomes and Weekly Rentals

Lower Quartile House Sale Prices Median Household Incomes Median Weekly Rentals
Region 1996 2006 % 1996 2006 % 1996 2006 %
Change Change Change

Northland $84,500  $209,000 147% $27,800  $40,200 45% 120 $161 34%
Auckland $175,000  $335,000 91% $42,200  $63,400 50% 190 $275 45%
Waikato $95,000  $220,000 132% $34,100  $49,500 45% 125 $180 44%
Bayof Plenty  $106,000  $220,000 108% $30,900  $45,400 47% 140 $196 40%
Gishome $80,000  $163,000 104% $29,100  $41,000 41% 130 $146 12%
Hawkes Bay $95,000  $210,000 121% $29,700  $44,200 49% 130 $171 32%
Taranaki $68,000  $172,500 154% $31,000  $44,700 40% 120 $151 26%
mz’;zgﬁﬁl‘ $66,000  $143,000 117% $29,800  $41,200 38% 120 $146 22%
Wellington $105,000  $253,000 141% $41,300  $59,700 45% 155 $211 36%
Tasman $117,600  $258,125 119% $29,400  $43,000 46% 120 $186 55%
Nelson $117,000  $250,000 114% $31,300  $43,900 40% 150 $211 41%
Marlborough $99,375  $240,000 142% $30,100  $45,500 51% 130 $185 42%
West Coast $40,000  $110,500 176% $27,600  $37,800 37% 100 $126 26%
Canterbury $100,000  $235,000 135% $32,200  $47,900 49% 135 $200 48%
Otago $68,000  $175,000 157% $30,000  $44,400 48% 125 $181 45%
Southland $50,000  $98,500 97% $32,000  $44,200 38% 100 $131 31%

Source: Statistics New Zealand and DTZ

On average the lower quartile house sale price has increased 2.9 times faster than median
household incomes and 4 times faster than median weekly rentals. This has led to a significant
affordability issue for potential home owners. Even with changes in bank lending criteria and
lower interest rates, home ownership has become more of a desire than an achievable goal for
a growing group of households.

DTZ (2005) found that households increasingly held unrealistic goals in terms of the housing
outcomes they desired relative to their financial ability to achieve those goals. For instance DTZ
(2005) found that younger household’s preference to enter home ownership was through the
purchase of modern maintenance free dwellings rather than cheaper dwellings in less desired
suburbs. This was seen as germane particularly as they indicated they that had an inability to
save a deposit out of their current household income.
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The decline in first home buyer affordability has led to a fall in home ownership rates across all
regions in New Zealand. Table 4 presents the trend in home ownership rates by age group for
Auckland Region between 1986 and 2006 as an example of these trends.

Table 4: Home Ownership Rates by Age in Auckland R egion

Age Group Home Ownership Rates Change in Home Owner  ship Rates
1986 1996 2006 1986 to 1996 1996 to 2006 1986 to 2 006

20to 24 26.9% 28.4% 26.1% 1.5% -2.3% -0.8%
251029 52.4% 43.8% 34.8% -8.6% -9.0% -17.6%
30to 34 69.5% 58.3% 50.1% -11.2% -8.2% -19.4%
35to0 39 77.4% 68.5% 59.0% -8.9% -9.5% -18.4%
40to 44 81.2% 74.4% 65.3% -6.8% -9.1% -15.9%
45 to 49 82.5% 79.4% 70.4% -3.1% -9.0% -12.1%
50 to 54 83.4% 81.2% 75.1% -2.2% -6.1% -8.3%
55 to 59 84.0% 82.4% 78.2% -1.6% -4.2% -5.8%
60 to 64 84.4% 82.4% 78.6% -2.0% -3.8% -5.8%
65 and Over 82.2% 80.5% 77.7% -1.7% -2.8% -4.5%

Source: DTZ (2007)

The same trends experienced in Auckland are replicated in other regions. Home ownership
rates for the younger age groups have significantly declined over the last twenty years and are
going to continue to do so. With each subsequent decade the structurally lower rate of home
ownership moves with these cohorts into the older age groups.

The fall in home ownership rates is a reflection of the decline in affordability particularly for
younger households. Limited information is available about housing preferences of key
households. Particularly those in the 20 years to 40 years age group. However, what is
apparent is that the home ownership rates for these households have significantly fallen since
the early 1990s. It is likely that this fall in home ownership rate reflects a number of factors with
the underlying affordability for purchase relative to renting being a key factor. Morrison (2007)
commented; “What also remains unclear is the degree to which homeownership is simply being
postponed by new generations of potential buyers or whether they are caught up in a structural
shift in the housing market that will prevent eventual home ownership for an increasing
proportion of new households”.

The decline in housing affordability has resulted in a growing group of households who have at

least one person from the household in paid employment and can not purchase a dwelling at

the lower quartile house sale price for that locality. These households have been called “Can

work — Can’t Buy” or the intermediate housing market in Britain. DTZ (2008) replicated this

analysis of the private rental market and divided it into private sector renters who were either:

- Not in work;

- Intermediate renters; (households had at least one person in paid employment and could
not purchase at the lower quartile house price); or

- Relatively well off renters (renters who had at least one person in paid employment who
could afford to purchase at the lower quartile house price)
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The result of their analysis is presented in Table 5.
Table 5: Private Rental Market by Key Groups and R egions

Not-in-work Private Renters Intermediate Housing M arket Relatively-Well-Off Renters

1996 2001 2006 1996 2001 2006 1996 2001 2006
Number of Households
Northland 2,400 3,200 2,600 1,900 2,200 5,800 2,600 3,900 2,100
Auckland 12,600 18,500 17,500 30,600 31,600 68,000 18,400 39,300 20,400
Waikato 5,400 7,100 6,200 6,400 7,200 18,500 9,300 13,400 6,900
Bay of Plenty 4,000 5,500 4,900 4,600 5,600 13,000 5,200 8,100 4,000
Gisborne 600 900 800 600 400 1,500 1,000 1,800 1,000
Hawke's Bay 2,100 2,700 2,100 2,500 2,400 6,300 3,100 5,100 2,400
Taranaki 1,500 2,100 1,700 900 800 3,100 3,000 3,800 2,500
Manawatu-Wanganui 3,900 4,800 4,100 2,100 1,800 7,400 7,200 9,500 6,200
Wellington 4,300 6,000 5,900 6,400 7,400 21,700 13,800 19,100 11,000
Nelson 700 900 900 1,200 1,200 2,500 1,000 1,500 600
Tasman 400 500 500 1,000 1,000 2,100 600 1,000 300
Marlborough 400 500 400 700 600 2,000 800 1,300 400
West Coast 500 600 500 100 100 700 900 1,200 1,100
Canterbury 6,400 8,400 7,500 8,700 8,000 25,500 11,200 18,400 8,200
Otago 2,900 3,500 2,700 2,100 1,600 7,300 6,500 8,800 5,600
Southland 1,100 1,500 1,200 500 400 2,000 2,600 3,500 2,600
Total 49,200 66,700 59,500 70,300 72,300 187,400 87,200 139,700 75,300
Proportion of Total Private Rental Market
Northland 35% 34% 25% 28% 24% 55% 38% 42% 20%
Auckland 20% 21% 17% 50% 35% 64% 30% 44% 19%
Waikato 26% 26% 20% 30% 26% 59% 44% 48% 22%
Bay of Plenty 29% 29% 22% 33% 29% 59% 38% 42% 18%
Gisborne 27% 29% 24% 27% 13% 45% 45% 58% 30%
Hawke's Bay 27% 26% 19% 32% 24% 58% 40% 50% 22%
Taranaki 28% 31% 23% 17% 12% 42% 56% 57% 34%
Manawatu-Wanganui 30% 30% 23% 16% 11% 42% 55% 59% 35%
Wellington 18% 18% 15% 26% 23% 56% 56% 59% 28%
Nelson 24% 25% 23% 41% 33% 63% 34% 42% 15%
Tasman 20% 20% 17% 50% 40% 2% 30% 40% 10%
Marlborough 21% 21% 14% 37% 25% 71% 42% 54% 14%
West Coast 33% 32% 22% 7% 5% 30% 60% 63% 48%
Canterbury 24% 24% 18% 33% 23% 62% 43% 53% 20%
Otago 25% 25% 17% 18% 12% 47% 57% 63% 36%
Southland 26% 28% 21% 12% 7% 34% 62% 65% 45%
Total 24% 24% 18% 34% 26% 58% 42% 50% 23%

Source: DTZ (2008)

This demonstrates two aspects of the private rental market - the affordability of owner occupier
housing in each region as measured by the relative size of the intermediate housing market and
the scale of the intermediate housing market by region.

The affordability of owner occupier housing as measured by the relative size of the intermediate
housing market declined across all regions between 1996 and 2006. The least affordable
regions in 2006 included Tasman (intermediate housing market 72% of the private rental
market), Marlborough (71%), Auckland (64%), Nelson (63%), and Canterbury (62%). The most
affordable regions included Otago (47%), Gisborne (45%), Taranaki (42%), Manawatu-
Wanganui (42%), Southland (34%) and the West Coast (30%).
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In 2006 there were 187,400 households in the intermediate housing market. Thirty-six percent
of all intermediate households or 68,000 households were in Auckland, 14% or 25,500
households in Canterbury, 12% or 21,700 households in Wellington, 10% or 18,500 households
in the Waikato and 7% of all intermediate households or 13,000 households in the Bay of
Plenty. These five regions together accounted for 79% of all intermediate housing market
households in 2006.

In absolute terms the number of intermediate households in Auckland did not really change
between 1996 (30,600) and 2001 (31,600). However, between 2001 and 2006 there was a
significant increase in the size of the intermediate housing market in Auckland to 68,000
households. It was the other large metropolitan regions, however, that showed the most
marked increases in the size of their intermediate housing markets over this period with
Canterbury’s increasing from 8,000 to 25,500 households, Wellington’s from 7,400 to 21,700
households and the Waikato’s increasing from 7,200 to 18,500 households.

One of the implications of these trends is the growing group of households which historically
would have shifted across into home ownership is likely to remain in rental accommodation for
longer than previous generations. Although house prices have fallen back from the highs of mid
to late 2007 effectively in most regions they have only reduced to levels similar to those
experienced in 2006.

The falling rate of home ownership is projected to continue. Table 6 presents the projected
decline in home ownership rates by region.

Table 6: Home Ownership Rate Trends by Region

Region Home Ownership Rate % Point Change
1996 2001 2006 2011 (p) 2016 (p) 1996 to 2006 to
2006 2016
Northland 71.2 70.5 68.6 66.4 64.1 -2.6 -4.5
Auckland 69.2 64.6 63.8 61.0 58.3 -5.4 -5.5
Waikato 68 67.6 65.4 63.2 61.4 -2.6 -4.0
Bay of Plenty 71.7 68.4 67.3 64.7 62.1 -4.4 -5.2
Gisborne 65.1 63.2 61.8 59.2 57.0 -3.3 -4.8
Hawke's Bay 70.6 67.8 67.9 65.2 62.7 -2.7 -5.2
Taranaki 72.1 72.2 69.9 67.1 64.6 -2.2 -5.3
Manawatu-Wanganui 68.7 67.9 66.8 64.4 62.4 -1.9 -4.4
Wellington 69.9 66.9 66.1 63.8 61.3 -3.8 -4.8
Tasman 74.7 73.7 72.5 69.7 67.2 -2.2 -5.3
Nelson 72.3 68.7 68.6 65.3 62.7 -3.7 -5.9
Marlborough 77.4 76.1 75.8 73.1 70.0 -1.6 -5.8
West Coast 73.7 72.6 69.3 66.6 64.5 -4.4 -4.8
Canterbury 73.8 71.4 70.4 67.9 65.3 -3.4 -5.1
Otago 71.9 69.6 69.1 66.4 64.1 -2.8 -5.0
Southland 77.7 75.6 735 70.8 68.8 -4.2 4.7
New Zealand 70.7 67.8 66.9 64.3 61.9 -3.8 -5.0

Source: Statistics New Zealand and DTZ Consulting and Research (2007)

#1996 and 2001 home ownership rates are unadjusted figures and consequently not directly comparable with the 2006
survey results. 2011 and beyond projections are based on the 2006 census results and consequently are directly
comparable with the 2006 home ownership rates.
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The trend in home ownership rates by region has taken into account projected changes in each
regions household composition, age profile, and level of population growth using synthetic age
cohorts. The projected home ownership rates also take into account changes in property
values since the 2006 Census .

Home ownership rates are expected to continue to decline across all regions. Strong growth in
dwelling values has significantly reduced housing affordability particularly for younger
households. This is projected to have a sustained impact on home ownership rates over the
next ten years as the lower home ownership rates in the younger age cohort’s progress through
the population.

Table 7 presents the growth in the number of households by tenure and by region between
2006 and 2016 and the proportion of the increase by tenure and by region.

Table 7: Growth in Owner, Renter and Total Househo Ids by Region - 2006 to 2016

Region Owner Renter Total
Increase % % of  Increase % % of  Increase % % of
Increase  Total Increase  Total Increase  Total
Increase Increase Increase

Northland 1,960 5.0% 4.6% 5,140 28.4% 3.4% 7,100 12.3% 3.6%
Auckland 28,360 9.4% 65.9% 64,740 38.0%  42.6% 93,100 19.8%  47.8%
Waikato 4,320 4.6% 10.0% 12,180 24.3% 8.0% 16,500 11.4% 8.5%
Bay of Plenty 5,030 7.4% 11.7% 11,570 34.9% 7.6% 16,600 16.4% 8.5%
Gisborne -340 -3.3% -0.8% 1,140 18.1% 0.8% 800 4.8% 0.4%
Hawkes Bay -690 -1.8% -1.6% 4,390 23.6% 2.9% 3,700 6.4% 1.9%
Taranaki -1,320 -4.5% -3.1% 2,720 21.6% 1.8% 1,400 3.3% 0.7%
Manawatu-Wanganui -460 -0.8% -1.1% 5,960 20.3% 3.9% 5,500 6.2% 2.8%
Wellington 1,040 0.9% 2.4% 14,560 24.2% 9.6% 15,600 8.8% 8.0%
Marlborough 1,110 8.3% 2.6% 1,990 39.1% 1.3% 3,100 16.8% 1.6%
Nelson 330 2.6% 0.8% 1,970 33.4% 1.3% 2,300 12.2% 1.2%
Tasman 310 2.3% 0.7% 1,590 37.6% 1.0% 1,900 10.9% 1.0%
West Coast -290 -3.3% -0.7% 790 20.3% 0.5% 500 3.9% 0.3%
Canterbury 2,990 2.0% 7.0% 18,010 28.9% 11.9% 21,000 10.0% 10.8%
Otago -500 -0.9% -1.2% 5,900 24.1% 3.9% 5,400 6.8% 2.8%
Southland -1,430 -5.1% -3.3% 1,930 19.3% 1.3% 500 1.3% 0.3%

43,010 4.1% 100.0% 151,890 29.6% 100.0% 194,900 12.6%  100.0%

Source: DTZ (2007)

These projections imply that the majority of the future growth in demand is likely to be from
renter households rather than owner occupier households. These trends are likely to influence
the nature of the housing demand and the type of dwellings sort. If these projections were
extended for an additional ten years it is likely that the absolute number of dwellings required in
some regions would decline whilst the mix of owners compared to renters continued to adjust.
This raises the issue as to whether some regions will be over supplied or have excess dwellings
in the future relative to total demand.
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Conclusions and Implications
There are a number of key themes associated with the trends discussed in this paper which
have implications for the type and nature of housing demand. These include:

Nationally the overall population is expected to continue to increase. However some
communities are likely to have a surplus of dwellings relative to demand whilst in other
locations, particularly the larger urban centres, demand will continue to increase;

The proportion of people aged 65 years and over will increase and along with structural
change in family type we are likely to see more aged one person and couple without
children households, particularly in lower growth provincial centres;

The contemporary housing life cycle / career has changed and become more complex;
Affordability issues combined with other societal change has resulted in a significant fall in
home ownership rates for younger households;

There is a growing group of households who are in paid employment and can not purchase
a dwelling in the community they live and work in;

The availability of credit combined with household’s propensity to invest in residential
property has met the demand for rental property in the past and resulted in a redistribution
of wealth away from younger households to middle aged households; and

The decline in the affordability of dwellings particularly in the larger metropolitan centres
make them a less attractive destination to live in and retain essential workers. For
example, Auckland Region had a net internal migration flow between the 2001 and 2006
census of  -16,662.

One of the market implications of these trends is that we are likely to see the trend towards
multi unit dwellings continue to increase. Table 7 presents the likely trend in the type of
dwellings between 2006 and 2016.

Table 8 demonstrates the estimated requirement for additional dwelling units by type.

Table 8: Projected Growth in Dwelling Numbers by T ype

Region 2006 to 2011 2011 to 2016

Single Multi Unit Total Single Multi Unit Total

Dwelling Dwelling

Northland 3,330 370 3,700 2,890 510 3,400
Auckland 26,640 17,760 44,400 24,350 24,350 48,700
Waikato 6,400 1,600 8,000 6,380 2,120 8,500
Bay of Plenty 7,060 1,240 8,300 6,640 1,660 8,300
Gisborne 240 60 300 380 120 500
Hawkes Bay 1,520 380 1,900 1,350 450 1,800
Taranaki 680 120 800 480 120 600
Manawatu-Wanganui 2,250 250 2,500 2,550 450 3,000
Wellington 4,570 3,730 8,300 3,290 4,010 7,300
Marlborough 1,620 180 1,800 1,100 200 1,300
Nelson 960 240 1,200 770 330 1,100
Tasman 950 50 1,000 810 90 900
West Coast 290 10 300 180 20 200
Canterbury 8,160 2,040 10,200 7,560 3,240 10,800
Otago 2,100 700 2,800 1,690 910 2,600
Southland 340 60 400 80 20 100

Source: DTZ (2007)

Estimates of the type of new dwellings were made taking into account the historical mix of
standalone units, changes in housing affordability for renters and owners, changes in the
population’s age profile and the availability of land for future development.



The social implications associated with the changes in the housing demand on the housing

market have a number of potential implications. These include:

- Traditional notions of housing careers based on a movement from the private rental sector
to home ownership may be delayed or denied for many households particularly in the major
metropolitan housing markets of Auckland, Wellington and Christchurch. Home ownership
in these markets would appear to be taking on a character in which access is restricted to
certain economic groups, heralding potentially the end of home ownership as a mass
market. At the same time it can be argued that a decline in home ownership in younger
generations in part represents a redistribution of wealth to older generations;

- The significance of home ownership in the wealth building strategies of New Zealanders
means that those households restricted to the renter housing market may struggle to
accumulate wealth for old age, assuming households do not change existing saving
patterns;

- The stability afforded by home ownership is associated with a range of positive education,
health and other social outcomes. Growth in the intermediate housing market and the
renter market as a whole could see an increase in health and education inequalities with
any increase likely to be largely borne by low income households with children and older
low income households; and

- While, in general, rental affordability for those in the private rental sector is not currently a
problem there are signs of increasing housing stress amongst the lowest income earners,
particularly beneficiaries in the private rental sector. If supply in the private rental sector
does not respond adequately to increased demand, rentals across the sector are likely to
increase ahead of income growth with the potential for increased and wider levels of
housing stress, in particular for older renters on fixed incomes, low income households and
households with children.

In conclusion, the nature of demand in New Zealand is likely to continue to change over the
next two to three decades. Growth in demand is projected to continue to be unevenly
distributed across the country which may have some challenging market and social implications.
A number of provincial locations are expected to experience negative growth in the total
population, whilst the number of aged households is expected to significantly increase. This
may result in a surplus of dwellings in some locations whilst the existing stock may not be
consistent with the underlying need. In other locations, typically the larger metropolitan area’s
there will be growth in total demand, whilst the demographic characteristics of the growth will
change with more older couples without children and single person households. At the same
time the affordability of dwellings has resulted in a structural change in the level of home
ownership, particularly in the younger cohorts, across all regions in the country. As these
cohorts age the total quantum of demand for rental property is likely to continue to increase.
These trends raise some important societal issues for the country associated with the
redistribution of wealth into fewer households and the perceived negative social outcomes
associated with having a higher proportion of the total population living in rental
accommodation.
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