
 
 

Housing Market Restrictions – Tony Alexander 

In the three months to September (pre-election) the annualised rate of growth in average Auckland 
house prices was 7%. Come December it was 23%, and April 32%. This acceleration in the pace of 
price rises despite the 1% rise in floating mortgage interest rates from March to July last year has 
generated responses from the government and Reserve Bank aimed at preventing a burst of 
“irrational exuberance” from getting out of control and threatening financial sector stability should a 
sudden price correction occur.  

From October 1st investors in Auckland will need a 30% deposit if borrowing money from banks, 
anyone selling an investment property within two years will automatically be liable for payment of a 
capital gains tax, and all non-residents must supply a New Zealand IRD number. The changes will 
probably have little impact but they are an important shot across the bow and it is highly probable 
that full foreign buyer restrictions will be introduced within two years (though they have little 
restraining influence in Australia), and bank capital requirements for investment property loans will 
be raised later this year or next year. 

Some Comments from Tony at the Field days 

“Dairy incomes have declined significantly in the current season. Milk prices remain well below their 
peak in early 2014, and continued weakness in prices could markedly increase financial stress in the 
dairy sector. This vulnerability is exacerbated by high levels of dairy debt, concentrated among a 
small number of more vulnerable borrowers, and the potential for farm land prices to fall 
significantly…….there is a significant risk that milk prices remain low for an extended period.” 

Third, as I have discovered in Auckland, when it comes to those selling property, they have little 
problem with foreign buyers coming in and delivering them extra largess. In fact in Auckland people 
who have a house which failed to sell have a growing tendency to call their agent and complain 
about the lack of Asian buyers at their auction. 


