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My Aim 

To help Kiwis make better decisions for their businesses, investments, home purchases, and people 
by writing about the economy in an easy-to-understand manner.   

 

Layer Cake Update 
 
For your guide, here is a simple listing of the 
various extra layers of the housing demand cake 
which appeared from lockdown last year. The 
layers are in three groups.  
 
The first group is of layers which remain in place. 
The second group is layers in the process of 
being eaten. The third group has been 
completely consumed already. 
 
Eventually, all 11 extra layers on top of the 
normal number of people buying a house will 
disappear. You can use this list to make your 
own estimation as to how strong you feel the 
national or local market is, and how fast you feel 
it will slowdown. 
 
Note that the removal of interest expense 
deductibility for investors and rules benefitting 
tenants are not shown here. They are special 
negatives for buyers which overlay everything 
else and upon which people are focussing most 
of their attention at the moment. That’s one of the 
reasons I will publish this list now and then – as a 
reminder that there is more in play than just 
government policy changes. Whatever swings 
occur in investor behaviour the underlying trend 
in our housing market is towards a slowing.  
 
Rising house supply does appear on the list, 
incorporated in the “shortage” category. Enjoy 
and do your own analysis for your own area I’d 
suggest. 
 
 

In place 

• Shortages of properties 

• Low mortgage interest rates 

• Low bank deposit rates 

• Parents helping kids 
 

Being eaten 

• FOMO 

• Expats returning 

• Travel being delayed 

• Seeking space to work from home 
 

Gone 

• LVRs gone 

• Re-joining the fray hoping lockdown would 
produce a listings surge 

• Savings during seven weeks of lockdown 
 
 

Lazy? 
 
Around the world labour is in short supply. 
Employers cannot find the staff they want and 
whilst lobbying in some countries for more 
migrants to be able to come in from poor 
countries to help them out, many are blaming 
excessively high welfare payments. 
 
They are of the view that the bolstering of welfare 
during the global pandemic is discouraging 
people from offering themselves for work. It is 
probable that later this year the increase in 
weekly welfare payments will be cited by NZ 
employers as the cause of their woes. 
 
 

http://www.cressida.co.nz/
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Is there any evidence in New Zealand to back up 
the claim that people have decided to sit on their 
chuffs doing nothing, or that they have become 
so used to periods of not working that they value 
the lifestyles they have built over the past 14 
months and simply want to keep on maximising 
time available for surfing or pursuing some other 
rewarding activity? Not really. 
 
To analyse this issue, we can take a look at what 
we call the participation rate. This is the 
percentage of the working age population either 
in work or classified as unemployed. If people 
were newly shirking off we would expect this rate 
to go down. Has it?  
 
Yes, but by no more than one might expect 
following an economic shock.  
 
The following graph shows the participation rate 
since 1986. We can see that it has fallen from a 
peak of 68.2% in the September quarter of 2018. 
Come the pre-Covid March quarter of last year it 
was 67.7%. Now it sits at 67.1%. So, it has 
declined.  
 

 

But the graph clearly shows that the rate 
flattened and decreased slightly during and after 
the 1997/98 Asian Crisis-related recession and 
during and after the GFC. The decline this time 
around does not look excessive compared with 
those times.  
 
The only real standout features of the graph are 
the long-term upward trend in the ratio as more 
people generally have taken the opportunity to 
work, and the substantial decline in the late-
1980s. 
 
Back then the economy was being freed up after 
many years of incompetent governments trying 
to control things and direct which industries were 
deserving of growth and preservation. A lot of 
people lost their jobs, and they simply exited the 
workforce, perhaps believing that they were 
suited for doing nothing other than what they had 
been doing in their previously government-
protected occupations.  
 
It is into this context that the 1991 “Mother of all 
Budgets” was released which included cuts in 
benefit rates. The aim was not just to get the 
government’s accounts back into order after 
Labour left them in disarray (a habit they have) 
but to provide encouragement for people to make 
themselves available for work. Back in early-
1991 the unemployment rate was almost 11%. 
 
Now, the unemployment rate is only 4.7% and 
businesses are screaming out for labour. It would 
be hard to argue that the bulk of people sitting on 
benefits have just exited well-paying jobs in solid 
industries and simply need a kick up the 
backside to re-engage with the labour market. 

http://www.eventcentre.co.nz
https://www.crockers.co.nz/?utm_medium=tonys-view&utm_source=email-pdf&utm_campaign=tony-alexander
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Some are in this position and that is always the 
case in any welfare system. 
 
But employers cannot reasonably expect that 
cutting benefits or not going ahead with planned 
increases in payments will provide them with the 
motivated and skilled or semi-skilled workers that 
they want. They are not there. 
 
The way forward for NZ businesses is to switch 
their growth focus from reliance on labour to 
boosting productivity per person. That means 
higher levels of capital spending and explicit 
recognition that the balance of power, for now, 
has shifted in favour of employees. 
 
As an aside, there is a shortage of people in the 
hospitality sector and businesses are saying they 
are having to reduce opening hours due to a lack 
of staff. Is there however a shortage of places for 
people to eat outside the home? Can eateries 
justify special treatment in the immigration queue 
by claiming that without their services New 
Zealanders will go unfed or suffer through lack of 
choice. Probably not. 
 
Adjusting to the new reality of a shortage of 
foreign labour is going to be difficult for many 
business operators in our country.  
 

House building growing 
 
This week Statistics New Zealand reported that 
in April there were almost 4,000 consents issued 
for the construction of new dwellings around New 
Zealand. This takes the 12-month total to just 
under 43,000 and if we look at recent months, we 
can see the annual pace is actually running just 
under 45,000 a year. 
 
This is a high level of house building in NZ equal 
to about 0.9% of the population from less than 

0.4% a decade ago and is the highest such ratio 
to population since the mid-1970s. 
 

 
 
Back in the early-1970s when residential 
construction last truly boomed, we saw many 
workers brought in from overseas. But that is not 
possible this time around because of the closed 
borders, and even when the borders open up the 
ability of NZ builders to get staff is going to be 
low. 
 
That is because house building is surging around 
the world on the back of low interest rates, 
diversion of international travel money, and a 
new focus on one’s living arrangements. 
 
This means that anyone getting a house built 
needs to be realistic about how quickly they are 
going to be able to move into their new home. It 
also means that with such information in hand 
the demand for units in townhouse developments 
is likely to be very strong given the likelihood of 
better ability to manage workflows that 
standalone builders. The same goes for builders 
offering standardised house plans.  
 
 
  

https://www.glengarrywines.co.nz/salesflash
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House Price Trends 
 
Just for your guide and for something different, 
once a month I include in Tview Premium a deep 
dive into one of NZ’s regions and its housing 
market. For each region I examine every suburb 
and where sufficient data allow plot a graph 
showing the long-term trend in that suburb’s 
average house price with the average for the 
region. One can compare the latest calculation 
with the trend to get a feel for whether a suburb 
might be looking a tad expensive compared with 
where it usually sits, or a tad under-valued.  
 
Keeping in mind that just because a thing looks 
under-valued does not mean it has reached peak 
under-valuation and is a buy, here are some of 
the graphs from regions covered so far this year, 
being Bay of Plenty, Taranaki, Waikato, and last 
week Wellington. I print one or two above and 
below trend locations for each region. Enjoy. 
 

Bay of Plenty 
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Taranaki 

 

 
 

 
 

 
 
 
 
 
 

Waikato 
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Wellington 

 

 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Links to publications 
 
Tony’s View Spending Plans Survey  

http://tonyalexander.nz/resources/TV%20Spending%20Plans%20Survey%20May%202021.pdf
http://www.ashcrofthomes.co.nz/
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Tony’s View Business Survey 

 
Tony’s Thoughts Vlog 
  

 
 
 

 

 
REINZ & Tony Alexander Real Estate Survey  
 

 
 
Oneroof weekly column 
 

 
 
mortgages.co.nz & Tony Alexander Mortgage Advisors Survey  

 

 
Tony Alexander Regional Property Report   

 
 
To enquire about advertising in Tony Alexander publications email me at tony@tonyalexander.nz 

 

This publication has been provided for general information only. Although every effort has been made to ensure this publication is 
accurate the contents should not be relied upon or used as a basis for entering into any products described in this publication. To the 
extent that any information or recommendations in this publication constitute financial advice, they do not take into account any 
person’s particular financial situation or goals. We strongly recommend readers seek independent legal/financial advice prior to acting 
in relation to any of the matters discussed in this publication. No person involved in this publication accepts any liability for any loss or 
damage whatsoever which may directly or indirectly result from any advice, opinion, information, representation or omission, whether 
negligent or otherwise, contained in this publication.  

http://tonyalexander.nz/resources/Tony's%20View%20Business%20Survey%20May%202021.pdf
https://www.facebook.com/nzhlcompany/
https://www.blog.reinz.co.nz/reports
https://www.oneroof.co.nz/news/comment-opinion
https://mortgages.co.nz/mortgages-co-nz-and-tony-alexander-mortgage-advisers-survey-may-2021/
https://www.firstmortgagetrust.co.nz/first_mortgage_trust_articles
mailto:tony@tonyalexander.nz
http://www.mortgages.co.nz
https://firstmortgagetrust.co.nz/

