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OVERVIEW

•

•

The Central Otago market
is having a soft landing
to a balanced market.
Values will hold due to a
shortage of sections for
sale and the high cost of
building.
The luxury market will
remain quiet while
the effects of the
foreign buyer ban and
softening city values are
understood.

•

Dunedin property prices
will remain firm due to
employment demand and
limited property for sale.

•

Provincial townships will
remain active.

OVERVIEW
Soft landing for the Central Otago market – Cities and provincial towns
still see activity.
The foreign buyer ban came into effect in mid-October, stymying demand, though we
did see a rush of activity from overseas buyers acting before they were locked out of
the property market once the restrictions took effect. A number of offsetting forces
are strengthening and stabilising the market – mortgage rates have fallen recently,
while population growth and employment rates continue to be supportive. Dunedin
remains the standout, with annual growth extending by 11.7 per cent.
The traditional economic cycle seems to have less authority over some of the market
owing to the absence of surging inflation. The housing cycle in Central Otago could
be entering a plateau phase which is increasing investor wariness and offering a
competitive advantage to first-home buyers, while they gauge where the trend is
setting through the headwinds currently acting on the market (including possible tax
changes, letting fees ban and the Healthy Homes bill). Subsequently, the absence of
investors has created a shortage of rental properties across Otago.
While the dust settles, the silver lining for investors should be that a price correction
that sees property prices fall is less likely. A shortage of available sections and high
building costs should protect values.
There has been some profit taking from capital growth in Central Otago as families
and retirees express an interest in bowing out of the affordability constraints of the
premium priced areas and moving to less expensive regions. Following the foreign
buyer ban and other policy changes, buyers no longer feel pressured into making
decisions unless the property possesses special features.
Strong demand in Dunedin and provincial towns has propelled growth to an all-time
high, nipping at the heels of the level of growth experienced by the rest of the country
some years earlier. Stock shortages and pent-up demand in most of Otago continues
to put pressure on prices and the high cost of new building is resulting in cost-push
property inflation.
Otago region median house prices compared with New Zealand

We use median values rather than
average values in line with REINZ’s
recommendations. This is because
one anomalous figure can skew
the average value whereas the
median “mid-point” value is less
subject to irregularities. Medians
are a more accurate reflection of
the property market.
Source REINZ

2019

OTAGO MARKET REPORT edition no.1

QUEENSTOWN MARKET
The median sale value for dwellings in
2018 increased to $955,000, 6 per cent
more than the year previous.

the district. Housing was identified as a
concern for some, specifically the cost
and availability of housing.

Dwelling sales, meanwhile, also rose –
637 homes were sold in 2018 compared
to 573 in 2017. Contrastingly different
statistics were recorded for section sales.
Dipping by an astonishing 40 per cent, it
is a clear indication that the resort town
has an acute shortage of available titled
sections.

Queenstown faced interesting changes
to the source of buyers in the final half
of 2018. Most notably, 24 per cent of
properties were sold to North Islanders, a
huge increase on the previous 6 months –
the majority of NI buyers were Auckland
residents. Overseas buyers only made up
9 per cent of the total sales, a possible
outcome of the foreign buyer ban, which
came into effect in mid-October.

Population & growth woes are forecast
to worsen with projections estimating
a 25 per cent increase in the resident
population in the next decade. The
population grew by 5.7 per cent in 2018
compared to a national growth of 1.9 per
cent. Queenstown Lakes District Council
released a new Quality of Life report
where more than half of residents who
completed the survey indicated they
are not comfortable with the growth
of visitor or resident numbers within

There was good growth in the luxury
sector until late last year. Effects of
the overseas buyer’s restrictions in
this market are still to be understood
but initially it appears buyer demand
softened in the final months of 2018.
Market hesitation from investors adds
more pressure to the already short-falling
rental availability in Queenstown.

The lack of new subdivisions
continues to put pressure on the
supply of housing in Queenstown.
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Median sale prices have been calculated from Jul - Dec 2018
Source REINZ
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WANAKA MARKET
Titles are being issued for sections
that have been subdivided over
the last couple of year, which will
enhance construction activity in
Wanaka.

The Statistics
OUTLOOK

FOR THE REST OF 2019
MEDIAN
DWELLING PRICE
MEDIAN
SECTION PRICE
WEEKLY RENT

$988,750
$330,000
$635

We are seeing more strength in the
Wanaka property market after a steady
increase in construction and the thriving
tourism industry. Population growth
also remains supportive, while the
easing of loan-value ratio restrictions
and the recent decline in mortgage rates
are also expected to provide a boost.
A combination of forces acting on the
market should help buyers enter or move
around the market a little easier.
Stock availability will have the greatest
impact on the market this year. There
is a resounding optimism that pent-up
demand for entry-level homes will be
alleviated in the coming months and
properties of all levels will come to
market.
It is important to understand the factors
influencing the latest statistics – the
results measure property which have
obtained their certificate of title. This
means some properties have been
reported in the final months of 2018,
when they were sold years previous but

awaiting a title, which was issued late last
year. The consolidated reported statistics
of dwellings and sections are not an
accurate reflection of the current or even
recent written activity of the property
market in Wanaka.
When the section/land sales are removed
from the statistics and we solely review
the dwellings, we can see between the
first 6 months of 2018 there were 159
dwellings sold, slightly up on the 146 sold
in the second half of 2018. The median
sale price of the Greater Wanaka Area
for the first half of 2018 was $832,000
while the second half proved stronger at
$988,750. Sales over $2million accounted
for 10 per cent of the total sales recorded
at the end of last year, with the highest
sale reaching $6.8million – an indication
the volume of sales remains steady with
no sign of a drop or correction in sale
prices throughout the year.

Median sale prices have been calculated from Jul - Dec 2018
Source REINZ
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CENTRAL OTAGO MARKET
CROMWELL & ALEXANDRA

Home buyers have surrendered to the allure
of family-friendly Alexandra’s affordability
and stock availability. The township and
surrounds have shown a lift in median
sale price of 8 per cent across the market
since last year. Current median price sits at
$440,000 compared to $395,000 12 months
ago. Sales volume has risen significantly
and the average time to sell has reduced.

CROMWELL OUTLOOK
FOR THE REST OF 2019

Source of buyer statistics stand unwavering
from previous reports - 67 per cent of the
properties sold in Cromwell during the
second half of the year, were secured by
local buyers. The data shows similar results
for Alexandra, over half of buyers were local.
As values and population continue to rise,
it is clear that Central Otago is becoming
increasingly desirable – migration from
the rest of New Zealand (including Otago)
accounted for 39 per cent of sales in the
region.

Cromwell has recorded a steady sales
volume throughout 2018 but values are up
significantly. Dwelling median sale price in
Cromwell has increased by 13 per cent to
$635,000 – increased demand for quality
property and very few entry-level homes
for sale could be responsible for the rising
values.

MEDIAN
DWELLING PRICE
MEDIAN
SECTION PRICE
WEEKLY RENT

$635,000
$305,000
$475

Median sale prices have been calculated from Jul - Dec 2018
Source REINZ

ALEXANDRA OUTLOOK
FOR THE REST OF 2019
MEDIAN
DWELLING PRICE

We expect Central Otago to continue to be
a major beneficiary of this growth phase in
2019. A shortage of sections for sale and the
high cost of building should protect values,
while the growing population promotes
confidence in the region.

There was a degree of caution exhibited
in both areas towards the end of the
year, with very few sales and infrequent
enquiries coming from offshore buyers as
they gauge the impact of the foreign buyer
ban on the market. We are also seeing
investor hesitation as they grapple with the

MEDIAN
SECTION PRICE
WEEKLY RENT

$440,000
$240,000
$385

Median sale prices have been calculated from Jul - Dec 2018
Source REINZ
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Government’s signalling of further taxes on
family assets and the possible introduction
of a capital gains tax at the end of their first
term in office.

6 MONTHLY 2008- 2018 SOURCE REINZ
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DUNEDIN MARKET
Dunedin’s shortage of available property
is holding back sale volumes despite
strong demand across all sectors. The
absence of stock continues to drive a
competitive market for buyers, putting
pressure on the median sale price which
rose 12 per cent over the year. Demand
from first-home buyers or those looking
to move around the market, has been
fuelled by low interest rates and investor
hesitation.

Dunedin property values will be
underpinned by a shortage of
property for sale and increased
demand due to population growth

Tenancy law changes have seen
some investors take advantage of the
strong market and relinquish older,
maintenance-prone homes from their
portfolio that would fail to meet new
regulations. As a result of this however,
Dunedin is facing a major shortage of
available rental properties. We expect
the lack of accommodation will become
more of a challenge when projects such
as the new hospital are underway.

The Statistics
OUTLOOK

FOR THE REST OF 2019
MEDIAN
DWELLING PRICE
MEDIAN
SECTION PRICE
WEEKLY RENT

$420,000
$202,000
$420

Dunedin City Council have adopted the
new Second Generation District Plan,
aiming to sustainably manage the natural
and physical resources of Dunedin to
meet the needs of current and future
generations and to provide for their

social, economic and cultural wellbeing.
To ensure there is sufficient development
capacity, zoning on land has been relaxed
on the fringes of the city. Development
of inner city apartments, mixed use
commercial/residential buildings and
conversion of heritage buildings will be
encouraged under the plan. A number
of resource consents may be removed,
the 2GP proposes the automatic right to
build a ‘granny flat’ or front yard garaging
and height to boundary ratios have been
altered.
In time this new plan may ease the
housing shortage in Dunedin, but it will
be some years before new areas will be
subdivided and developed.
We expect to see an increase in available
stock throughout summer as home
owners take advantage of the current
market conditions, seeking the premium
price for their property. Property prices
should remain firm due to several factors
acting on the Dunedin market, including
the high demand for workers driven by
on-going city development and pent-up
demand caused by stock limitations.

Median sale prices have been calculated from Jul - Dec 2018
Source REINZ
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SOUTH OTAGO MARKET
South Otago was a highly positive
market in 2018 with the median sales
prices increasing significantly by 13
per cent on the year previous.
The affordability of the region and
employment opportunities have
drawn buyers from neighbouring
areas. Most notably, Dunedin
residents are arriving in search of
an affordable first or family home
further than the boundaries of their
thriving city. The shortage of good
family homes to rent in South Otago
is steering residents hopeful to buy,
with a pool of qualified buyers in the
$200-300k price range forming. Due
to the shortage of listings, buyers
are looking at the alternative of
buying a section and building – with
a noticeable increase in section sales
over the second half of the year.
In-migration
from
surrounding
regions makes up 64 per cent of the

buyer source, over half of buyers
are moving from Otago to settle or
invest in the area. We continue to
see a strong local buyer source in
the region – 36 per cent of properties
were sold to local residents, who
were mainly first-home buyers.
South Otago’s good family homes are
also calling out to investors, offering
good yields and rental growth.
While there is reduced demand for
property with deferred maintenance
and property that does not meet the
“healthy home” criteria under the
new tenancy regulations.
Summer is bringing confidence to
the market and we expect South
Otago to continue to flourish. The
warm weather also brings with it a
demand for beach front property,
with a significant increase in sales
over the holiday period.

South Otago will continue to benefit
from buyers migrating to the region
due to the affordable entry-level
homes coming to the market.

The Statistics
OUTLOOK

FOR THE REST OF 2019
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