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Property values continue slow decline
Property values across New Zealand have continued to gradually decline according to the QV residential property indices for July.
Values have now dropped 0.8% since March, after rising 4.9% in the prior eight months. As a result, values are now 4.1% above the same time last year, and 4.7% below the market peak of late 2007.
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“The number of house sales in recent months has dropped around one third from the same time last year, and is also around one third below the long term average. We are now approaching similar levels of sales as during 2008 at the height of the recession” said QV.co.nz Research Director Jonno Ingerson.

“Unlike 2008 when the overwhelming negative sentiment of the global economic crisis drove house values down, we are now seeing more of a ‘do-nothing’ sentiment. According to QV Valuers, an increasing number of people appear to be shelving plans to buy houses and are instead focussing on reducing debt. Of those potential buyers that remain active, some are finding it difficult to secure lending from banks, while others feel they are in the driving seat, have time to do their research, and only make sharp offers” said Mr Ingerson.

“The lack of buyer demand, combined with an increasing supply of unsold houses is causing values to gradually drop. This is in contrast to 2008 when values declined sharply” said Mr Ingerson.

“The property market is typically slower over the winter months. Some of the home owners and potential buyers we have spoken to remain concerned about potential interest rate rises and job security. Market activity is likely to remain slow over the coming months, and we may not even see the traditional spring upsurge in activity. If this is the case then we would expect to see values continue to ease back” said Mr Ingerson.

While values have declined according to the QV index, the average sales price increased slightly from $404,715 to $407,191. This increase in average price is due relatively fewer lower value properties selling over recent months. The index is a more reliable measure of value change as it is not based on average sales prices and is not affected by which parts of the market are more or less active. 

Most of the main centres are showing a similar trend over the last year with values increasing through until March then easing since. As a result values are still above the same time last year, although the gap is closing.

Auckland area values are 6.9 percent above last year, down from the 7.9 percent reported last month. Recent declines in values in the Wellington area mean that values are now only 3.2 percent above last year, down from the 5.4 percent reported last month. Values have been flat in recent months in Christchurch and are now 4.6 percent above last year. Dunedin values are now 3.7 percent above last year, down from the 5.8 percent reported last month.
In contrast to the other main centres, values in both Hamilton and Tauranga have been relatively stable for the last year. As a result Hamilton is only 0.3 percent above last year and Tauranga 0.5 percent.

Values in most of the provincial centres remain above the same time last year, although the gap is closing.

Napier (4.7 percent), New Plymouth (4.3), Wanganui (2.6%), Palmerston North (2.3) Nelson (3.1) and Invercargill (5.3) all remain above last year.

Rotorua (1.4 percent), Gisborne (0.6 percent) and Queenstown Lakes (-0.2) all have values similar to the same time last year.

Values in Whangarei have continued to drop since late 2009 and are now 2.6 percent below the same time last year.

                                                                                                                        …ends/

Auckland

QV’s Residential Price Index for July shows that property values in the Auckland region have continued to decrease, having now dropped by 0.8% since March this year. In contrast, values increased by 7.8% in the 8 months to March.

Consequently, values now sit 6.9% above the same time last year, but 2.5% below the market peak of late 2007 as the graph below illustrates:
[image: image2.emf]70%

75%

80%

85%

90%

95%

100%

Residential price index relative to market maximum

Auckland Area house price index relative to peak


Glenda Whitehead of QV Valuations said “in Auckland, participants in the market place remain cautious.  Since the beginning of this year, there has been neither an overall negative or positive sentiment, more a wait-and-see approach.  This has caused a lack of momentum, and as a consequence, values achieved at sale are easing.  Vendors wanting to sell need to make their properties and their asking prices attractive to potential buyers. Some feedback suggests people are still worried about job security and interest rates rises. Interestingly, those who presently own property are seeking advice about values, before making decisions to sell, hold, renovate or extend their homes.  

“Along with most market players’ lack of urgency to act, banks appear to be sticking to their tougher lending criteria, including insisting on reasonable deposits or equity levels. This lack of availability of easy credit may also be contributing to the slower momentum felt since the start of this year” Ms. Whitehead said.

“In Waitakere, activity is subdued, with sold signs scarce.  Properties in lower value, less popular areas appear to be taking a long time to sell.    However, in contrast, there is a lack of stock in popular pockets of the residential market on the North Shore, perhaps as potential vendors hold off hoping for a better time to sell. Auckland and Manukau cities show similar buyer and seller patterns to the North Shore” Ms. Whitehead said.

QV’s Residential Price Index is calculated using sales data from the 3 months leading up to the month being reported. It is not the same as the average sales price, which fluctuates in line with the mix of properties selling in upper or lower price brackets. The average sales price for the Auckland region in July was $539,084.

Hamilton

QV’s Residential Price Index for July shows that property values in Hamilton remain relatively stable. Unlike most other major centres, Hamilton did not continue to experience significant value recovery from mid to late 2009. Subsequently, values are now 0.3% above the same time last year, but 8.7% below the market peak of 2007, as the graph below illustrates:
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Mr. Richard Allen of QV Valuations said; “Residential property values have essentially flat-lined in Hamilton over the past year. Although experiencing a brief recovery from the low point in early 2009, Hamilton has not experienced the market recovery seen in other major centres to March this year. It appears that uncertainty in the economic recovery, coupled with the speculation that there will be another increase in interest rates, is continuing to dampen demand and stifle the residential market. This is evidenced by very low sales volumes in the city over the last few months”.

QV’s Residential Price Index is calculated using sales data from the 3 months leading up to the month being reported. It is not the same as the average sales price, which fluctuates in line with the mix of properties selling in upper or lower price brackets. The average sales price for the Hamilton region in July was $352,576.

Tauranga

QV’s Residential Price Index for July shows that property values in Tauranga remain relatively stable. Unlike most other major centres, Tauranga did not see significant value gains in 2009. Subsequently, values are now 0.5% above the same time last year, but 10% below the market peak of late 2007 as the graph below illustrates:
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Mr. Shayne Donovan-Grammer of QV Valuations said; “Market activity in the Tauranga region is light at present. This is partly due to the season, but current economic conditions are also playing their part. With a reduction in demand, prices are gently easing, not significantly, but certainly enough to be noticeable. Some of the potential buyers have been held back to some degree by stricter lending criteria. There continues to be a lack of interest by investors as the current environment is against them with rising interest rates, no immediate prospect for capital appreciation and a lack of incentives and allowances”.

“To put the last few years into perspective, from pre-boom to peak, property prices in Tauranga increased by an average of 54%. From the peak of the market to now the market has come back by about 10%. This reinforces that property is a medium to long term investment and can still be an attractive option if managed with this in mind” Mr. Donovan-Grammer said.

QV’s Residential Price Index is calculated using sales data from the 3 months leading up to the month being reported. It is not the same as the average sales price, which fluctuates in line with the mix of properties selling in upper or lower price brackets. The average sales price for Tauranga in July was $415,971.

Wellington
QV’s Residential Price Index for July shows that property values in the Wellington region have continued to decrease, having now dropped by 1.9% since March this year. In contrast, values increased by 5.2% in the 8 months to March.

Consequently, values now sit 3.2% above the same time last year, but 5.0% below the market peak of early 2008 as the graph below illustrates:

[image: image5.emf]70%

75%

80%

85%

90%

95%

100%

QV residential price index relative to market peak

Wellington house price index relative to peak


Mr. Kerry Buckeridge of QV Valuations said; “The Wellington market is currently very slow.  As our latest statistics show, the trajectory of Wellington values over the last six months has been downward, and our gut feel on the ground supports this”.

“There is little market activity from either buyers or sellers.  Early in the year a flood of listings hit the market which resulted in supply outstripping demand.  Subsequently, some of this excess stock has moved, however, this does not appear to have bolstered the market in any way.  Real Estate agents report both listing and sales activity to be rather slow” Mr. Buckeridge said.

“Sellers appear to be avoiding listing properties unless they really have to, while buyers are proving to be hard to motivate into action. Many potential purchasers watch the market for months before making a move, and when they do, they avoid properties which have negative characteristics.  We are also hearing that banks are being very cautious. New home buyers in particular need a substantial deposit and a good banking history if they are to be approved for mortgage finance” Mr. Buckeridge said.

“As in any market, we are also hearing of isolated transactions apparently going against the broader trend. In such cases these properties achieve multiple offers and sell for good prices.  Inevitably these are properties with features enabling them to stand out from the crowd and hence spark the interest of buyers” Mr. Buckeridge said.

QV’s Residential Price Index is calculated using sales data from the 3 months leading up to the month being reported. It is not the same as the average sales price, which fluctuates in line with the mix of properties selling in upper or lower price brackets. The average sales price for the Wellington region in July was $457,472.

Christchurch

QV’s Residential Price Index for July shows property values in Christchurch have continued to be stable. They have now been relatively steady since February, after increasing since early 2009.

Consequently, values now sit 4.6% above the same time last year, and 3.0% below the market peak of 2007 as the graph below illustrates:
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Melanie Swallow of QV Valuations said; “House prices have remained fairly static in Christchurch for the past six months. The signs of a more traditional, seasonally influenced market are beginning to emerge, with what appears to have been a correction in the entry-level part of the market”.

“The growth experienced from July 2009 to January 2010 was largely fuelled by pressure in the entry level part of the market being driven by a shortage of stock as vendors sat on their hands. In that period, some very good sale prices were achieved, particularly through the auction process. As more listings came to market this situation dissipated, which is seen in the beginning of the flat line in house values” Mrs. Swallow said.

“Anecdotal comments from agents and bankers are that properties are taking longer to sell, with no-price-marketing a common theme.  There still appears to be some disparity between vendors and purchasers, with the reduction in asking prices being made by vendors still not enough to hook purchaser dollars. Some would-be purchasers also struggle to get finance” Mrs. Swallow said. 

“The upper end of the market is very static, with low sales volumes and depressed prices.  The cost to build a million dollar home is often outweighing its market value.  There are two drivers behind this. First, the amount of choice and variety available for sale in Canterbury in this segment of the market is limited, and second, softer demand means few purchasers are trading up. We expect this to improve, but not in the immediate future.  The lifestyle sector also remains flat to date” Mrs. Swallow said.

QV’s Residential Price Index is calculated using sales data from the 3 months leading up to the month being reported. It is not the same as the average sales price, which fluctuates in line with the mix of properties selling in upper or lower price brackets. The average sales price for Christchurch in July was $365,304.

Dunedin

QV’s Residential Price Index for July shows that property values in Dunedin have decreased, having now dropped by 1.1% since March this year. In contrast, values increased by 4.7% in the 8 months to March.

Consequently, values now sit 3.7% above the same time last year, but 3.9% below the market peak of 2008 as the graph below illustrates:
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Mr. Tim Gibson of QV Valuations said; “The Dunedin property market has continued to slow in the month of July. Local real estate agents are also reporting a decrease in the activity of interested parties during recently held open homes within Dunedin city. This is typically for the lower to mid value bracket properties”.

“Existing home owners are the most dominant player in the market at present, with a higher than usual number involved in transactions recently. A current over-supply of stock prevails in Dunedin, due to the low volume of active and potential purchasers. For those in a strong financial position, it can be been seen as a good time to upgrade due to greater bargaining power on the buyer side” Mr. Gibson said.

“There also appears to be a drop in interest shown by first home buyers. The reason for this can be put down to a wait-and-see approach, as well as some difficulty in raising the required finance to purchase. Some potential purchasers have no doubt been put off by pending interest rate increases” Mr. Gibson said.

QV’s Residential Price Index is calculated using sales data from the 3 months leading up to the month being reported. It is not the same as the average sales price, which fluctuates in line with the mix of properties selling in upper or lower price brackets. The average sales price for Dunedin in July was $273,719.

	QV RESIDENTIAL PRICE MOVEMENT REPORT - AS AT JULY 2010

	 
	 
	 
	 

	City/Region
	July 2010 Property Value Growth %
	June 2010 Property Value Growth %
	July 2010 Average sale price

	 
	 
	(Annual % Change)
	 

	Far North
	-3.2
	-1.9
	388,892

	Whangarei
	-2.6
	-1.1
	301,794

	Kaipara*
	12.3
	8.2
	296,922

	Rodney
	5
	6.6
	540,747

	   - Hibiscus Coast
	7.3
	8.9
	544,300

	   - Rodney (North)
	1.8
	3.4
	535,561

	North Shore (A) #
	6.6
	7.6
	588,618

	   - Coastal North Shore
	7.7
	7.9
	649,149

	   - North Shore Onewa
	6
	8.2
	467,424

	   - North Harbour
	5
	6.5
	647,404

	Waitakere (A) #
	5.2
	6.2
	414,018

	Auckland (A) #
	8.6
	9.9
	625,267

	   - Auckland City (Central)
	10.5
	12.1
	582,845

	   - Auckland City (East)
	8.5
	10.3
	759,492

	   - Auckland City (South)
	7.8
	8.5
	548,845

	   - Islands*
	8.2
	11.1
	619,348

	Manukau (A) #
	4.7
	5.2
	449,726

	   - Manukau East
	6.8
	8
	555,691

	   - Manukau Central
	3.9
	3.4
	350,607

	   - Manukau North West
	2.4
	2.3
	391,566

	Papakura (A) #
	4.4
	4.8
	339,715

	Franklin
	2.6
	2.4
	370,585

	Thames Coromandel
	-1
	-1
	460,390

	Hauraki*
	-9
	-8.9
	231,877

	Waikato*
	4.7
	3.9
	302,878

	Matamata Piako
	-0.3
	1.3
	306,463

	Hamilton #
	0.3
	2.2
	352,576

	   - Hamilton North East
	2.4
	4.8
	458,786

	   - Central City/North West
	-0.5
	0.6
	309,004

	   - Hamilton South East
	-1.1
	-0.7
	324,798

	   - Hamilton South West
	0.3
	2.8
	306,021

	Waipa
	0.9
	3.9
	314,738

	Otorohanga*
	N/A
	N/A
	N/A

	South Waikato*
	-3.2
	-1.7
	158,589

	Waitomo*
	N/A
	N/A
	N/A

	Taupo
	3.7
	2.4
	347,591

	Western BOP
	3.4
	4.4
	421,370

	Tauranga #
	0.5
	0.7
	415,971

	Rotorua
	1.4
	-2.1
	278,103

	Whakatane
	-2.7
	-1.8
	303,980

	Kawerau*
	N/A
	N/A
	N/A

	Opotiki*
	N/A
	N/A
	N/A

	Gisborne
	0.6
	-0.9
	269,445

	Wairoa*
	N/A
	N/A
	N/A

	Hastings
	2.5
	3.9
	303,981

	Napier #
	4.7
	6.4
	332,386

	Central Hawkes Bay*
	N/A
	N/A
	N/A

	New Plymouth
	4.3
	6.2
	328,251

	Stratford*
	-4.7
	-1.5
	208,368

	South Taranaki
	5.4
	3.3
	197,561

	Ruapehu*
	-6.1
	-4.6
	151,550

	Wanganui
	2.6
	2.3
	201,635

	Rangitikei*
	-2.7
	-0.7
	154,500

	Manawatu
	6
	5.4
	249,141

	Palmerston North #
	2.3
	4.9
	290,629

	Tararua*
	-3.1
	0.7
	153,362

	Horowhenua
	2.4
	1.1
	210,915

	Kapiti Coast
	5.7
	6.8
	370,325

	Porirua (W) #
	4.6
	5.5
	408,812

	Upper Hutt (W) #
	4.3
	5.9
	338,004

	Hutt (W) #
	5.4
	8.3
	368,155

	Wellington (W) #
	1.8
	4.1
	529,754

	   - Wellington City & Southern Suburbs
	-0.3
	2.3
	535,151

	   - Eastern Suburbs
	3
	5.9
	589,698

	   - North Wellington
	3.1
	4.5
	466,914

	   - Western Suburbs
	3.2
	5.4
	600,127

	Masterton
	0.9
	3
	245,288

	Carterton*
	N/A
	N/A
	N/A

	South Wairarapa*
	4.9
	4.1
	351,324

	Tasman
	4.1
	6.1
	391,055

	Nelson #
	3.1
	5.1
	368,853

	Marlborough
	0.2
	0.2
	330,575

	Kaikoura*
	N/A
	N/A
	N/A

	Buller*
	13.9
	9.3
	184,895

	Grey*
	-5
	1.2
	232,632

	Westland*
	N/A
	N/A
	N/A

	Hurunui*
	3.7
	4.5
	300,442

	Waimakariri
	6.5
	7
	309,833

	Christchurch #
	4.6
	5.9
	365,304

	   - East
	3.8
	5.3
	289,674

	   - Hills
	6.7
	5.4
	473,853

	   - Central City and North
	4.6
	5.7
	440,342

	   - Southwest
	4.4
	6.8
	339,764

	   - Banks Peninsula*
	10.1
	6.4
	428,349

	Selwyn
	3.9
	5.2
	377,838

	Ashburton
	-2.2
	-1.1
	259,890

	Timaru
	2.9
	3.8
	248,020

	MacKenzie*
	N/A
	N/A
	N/A

	Waimate*
	N/A
	N/A
	N/A

	Waitaki
	-2.5
	-0.3
	202,845

	Central Otago
	-1.4
	2.3
	287,000

	Queenstown Lakes
	-0.2
	0.8
	589,266

	Dunedin #
	3.7
	5.8
	273,719

	   - Central/Northern City
	1.9
	5.1
	291,541

	   - Peninsular/Coastal Dunedin*
	2.6
	2.7
	230,821

	   - Southern City
	3.8
	5.1
	256,736

	   - Taieri
	6.2
	8
	285,350

	Clutha*
	2.8
	3.1
	167,830

	Southland*
	3.2
	-2
	189,359

	Gore
	4.9
	3.4
	186,920

	Invercargill #
	5.3
	4.3
	216,052

	 
	 
	 
	 

	Total NZ
	4.1
	5.2
	407,191

	 
	 
	 
	 

	Auckland Area (A)
	6.9
	7.9
	539,084

	Wellington Area (W)
	3.2
	5.4
	457,472

	Main Urban Areas #
	5.1
	6.4
	449,065

	 
	 
	 
	 

	If a City or Region is shown in italics with an * this indicates the values for this area may not be statistically accurate as they are based on a low volume of sales N/A  - indicates 

	that either there were too few sales to report a Property Value Growth % or that the data

	for this period was unavailable
	
	
	 

	 
	
	
	 

	The information included in the above table is calculated based on the sales data entered into QV's system in the previous 3 month period. For example, information for the period

	ending June will be calculated based on sales entered between April 1 and June 30.

	 
	
	
	 

	Property Value Growth is the annual % change in residential property values, calculated using QV's House Price Index methodology.

	The residential sales entered into QV's system in the previous 3   month period are

	compared to the same period of the previous year to identify the annual percentage

	change in residential property values. Average sale prices are calculated based on residential sales entered into QV's system in the previous 3 month period.
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