Residential views

Auckland identified as the key location
for residential real estate investment.

The top 59 New Zealand suburbs for residential property investment total returns are all located
within Auckland, according to a recent Westpac Property Investor Report.

The bank’s data shows that
Auckland locations led the
way predominantly due to
the capital gains which the
. market has produced over
2 the last two years.
y Bayleys research analyst
lan Little said the revelation
about total returns was
likely to further fuel
Auckland’s already heated
residential property market.
“Rental inflation has failed
to keep pace with capital
gains in Auckland —
particularly with net
migration reaching record
levels in recent months,”
Mr Little said.
In the year to October
2014 net migration topped
47,680, with Auckland’s net gain being 13,123.
Normally a spike in population growth like this would
see rentals rising. Over the last year
however rentals have increased by
only approximately three percent.
Professional property investor David
Whitburn said pressure would shortly
begin to build on rent levels across
the Auckland isthmus.
“A significant factor in the delayed
impact of increased demand for
housing on rents is reluctance by
many landlords to increase rents.
It seems that, particularly in instances
where landlords believe that they
have good tenants, they opt to hold
rentals at rates which may have been
in place for some time,” said Mr
Whitburn - past president of the
Auckland Property Investors
Association. “Despite the fact that
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property investment should be viewed as a business, many
landlords are happy to take a lower rental rather than enter
into negotiations as they are concerned such negotiations
may lead to the loss of a tenant. While there are clearly costs
involved in employing a property manager, they are generally
more heavily involved in the market, have an appreciation of
current market rental levels and understand the rent review
process. These attributes along with the fact that they form
separation between landlord and tenant means that rents are
normally kept more in line with market levels.”
Mr Whitburn said most Auckland property investors have
taken a more relaxed view towards rental levels in light of the
strong capital gains which have been achieved over the past
three years.
“Auckland has clearly led the national market in terms of rental
levels, a shortage of houses, sharply increasing population,
and a strongly performing economy. Combined, these factors
point towards further gains in the short term future,” he said.
“However, the importance of income flow should not be
forgotten. While the long term trend is for residential values to
rise, there are also cyclical price corrections — such as those
seen in 2008/2009 post the Global Financial Crisis. When
values are falling, having a strong cash flow is extremely
important so loan repayments and outgoings such as
insurance and maintenance can be maintained.”
‘o investors will have to make their own personal
choices about either punting on capital growth
with probably lower yields, or opting for an
investment property in a less salubrious
part of town — potentially even in a
provincial city — where the rental
returns are well above Auckland’s
yield average yet there will most
likely be a sacrifice of capital growth,”
he said.
Mr Whitburn said that identifying a
property’s potential for redevelopment
or renovation was important for
generating above-market capital gains.

p - Sourced from a recent special property report in
' lf the New Zealand Herald.
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COMING SOON

ANZAC LOFTS - BROWNS BAY

unni
bedroom townhouses, all with spacious layouts,
interior lifts, decks, garden patios and garaging.
Step outside and it’s a leisurely 300m flat walk
to the beach and other amenities.

Please contact me for more information,
pricing and completion dates.

Tara’s Comment

The North Shore has seen a 50 percent increase in new
property coming onto the market. Buyer demand remains strong
with numbers at open homes averaging around 28 groups in the
first weekend. Properties going to auction are attracting an
average of around three serious buyers on the day, with a sale FULL PACKAGE COST: $2852.16
success rate of 90 percent. If there is any possibility you may YOUR COST: $575 (INCLUDING GST)
be thinking of selling | would be delighted to hear from you.

We also have limited heavily reduced campaigns
available in our Easter promotion.

NO CORNERS CUT HERE!!

Full Bayleys service — comprehensive marketing plan.

- i FULL PACKAGE COST: $4333.82
CALL ME NOW mobile 021 720 307 YOUR COST: $1150 (INCLUDING GST)

43 HYTHE TERRACE, MAIRANGI BAY 24 CHANNEL VIEW ROAD, CAMPBELLS BAY

*SOLD** under the hammer. *SOLD** - lan Athfield Masterpiece
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