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Why are empty homes empty? 
 

The majority Labour 
government have made their 

intentions clear regarding 
housing. What might they do 

next? 

Investors have had good things and challenging 

things happen to them over the past few years. 

The good thing is that property prices have risen 

sharply so capital gains have exceeded virtually 

everyone’s expectations. The challenging things 

have been numerous legislative changes aimed 

at dissuading them from purchasing properties 

whilst improving the conditions relevant to their 

tenants. 

 

I could attempt a list of such things here 

including the likes of the Healthy Homes 

legislation and the recent tax and brightline test 

changes. But there have been so many 

alterations to tenancy rules in recent years I’m 

not confident of capturing them all as a good 

accountant would be able to. 

 

Instead, let’s devote our attention to the future. 

One of the strongest comments I have been 

making since March is that investors had best 

hope come the middle of 2022 that house prices 

have not gone up by another 10%. Why? 

Because if they do then the government will 

conclude its efforts to make housing more 

affordable have failed and they will look for some 

other way to dissuade investors from buying and 

encourage them to sell. 

 

Their first port of call would probably be to 

remove the ability to deduct other expenses from 

rental income for tax purposes – perhaps all 

expenses! 

 

But there is another aspect of this to consider. 

The government, and most people, are 

concerned about the lack of availability of 

accommodation for many people around the 

country. When that discussion comes up it 

sometimes goes down a very particular path. 

What about all the empty houses sitting around 

the country? 

 

People might throw into the conversation a 

guess as to how many there are. Then they will 

throw in a few guesses as to why they are sitting 
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empty with a frequent conclusion that perhaps 

people are simply land-banking with a structure 

happening to sit on the land.  

 

We are only guessing as to why 
houses truly sit empty 

 

Ultimately, when it comes to understanding why 

so many houses sit unoccupied in New Zealand 

all we have are guesses. That is something 

which needs to change. Why? Because if the 

government decides to move beyond trying to 

contain house price inflation towards 

“encouraging” those holding empty houses to put 

them on the market for sale or rent, owners may 

not like the outcome. 

 

That is where this article comes in. Wise Group 

want to make sure that if and when the debate 

about empty homes picks up, we have some 

solid information in hand which will allow proper 

discussion and potential good policy formation. 

They are currently conducting an independent 

feasibility study into the issue of empty homes 

across New Zealand. 

 

Therefore, this little article comes with an explicit 

request to the thousands of residential property 

owners who are on my emailing list for Tony’s 

View.  

 

If you have a minute to spare, please click on the 

link below or in the banner ad at the top and 

bottom of this page, and complete the survey 

regarding, in simple terms, why a property you 

own which is empty is sitting that way. This way, 

if the government does start thinking about the 

issue of empty homes, they don’t make some 

simple assumptions regarding why they are 

empty, as they have done regarding the 

motivations behind Kiwis investing in property 

over the past three decades.  

 

In a nutshell, speak up or be 
ignored 

 

www.emptyhomes.co.nz 

 
  

http://www.emptyhomes.co.nz/
http://www.emptyhomes.co.nz
http://www.emptyhomes.co.nz
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As just noted in the previous article, over the 

past five months there is a strong warning which 

I have been delivering to investors. You’d best 

hope that come the next Budget in May 2022 the 

annual pace of house price inflation is not still 

sitting above 10%. If it is then the government 

will look to hasten an improvement in housing 

affordability for young buyers by hitting investors 

with another shock akin to the removal of interest 

expense deductibility. 

 

The option I’ve chosen to mention is that the 

government could strip away the ability to deduct 

all expenses. That would be fairly radical – but 

then so too is removing the ability to deduct 

interest as a business expense.  

 

There are however other ways in which investors 

might be negatively affected by new 

developments and we just gained some insight 

into them this Tuesday. The Finance Minister 

and Reserve Bank have just signed a new 

Memorandum of Understanding regarding 

Macro-prudential policy.  

 

https://www.rbnz.govt.nz/news/2021/08/reserve-

bank-considers-tighter-mortgage-lending-

standards 

This involves policies the Reserve Bank can 

implement which will influence bank lending. 

They include things such as limits on lending as 

a proportion of Core Funding from domestic and 

long-term stable sources, minimum requirements 

for the amount of capital needing to be held 

against certain types of lending, and Loan to 

Value Ratios. 

 

The new Memorandum gives the Reserve Bank 

a whole new suite of tools they have called “Debt 

serviceability restrictions”. These tools include 

but are not limited to the following. 

 

Debt-to-income restrictions DTIs 

The RB will be able to limit the debt a bank can 

extend to a borrower as a ratio of their income, 

with that debt being measured maybe as just 

mortgage debt, maybe as all debt. In Ireland this 

ratio is 3.25, UK 4.25. 

 

Debt-servicing-to-income restrictions 

The RB will be able to force banks to cap the 

proportion of a borrower’s income which can be 

allocated to servicing debt. Banks usually use 

30% or thereabouts. The RB might make them 

use something lower like 25%.  

 

 

New lending rules affecting investors are on their way 

 

https://www.rbnz.govt.nz/news/2021/08/reserve-bank-considers-tighter-mortgage-lending-standards
https://www.rbnz.govt.nz/news/2021/08/reserve-bank-considers-tighter-mortgage-lending-standards
https://www.rbnz.govt.nz/news/2021/08/reserve-bank-considers-tighter-mortgage-lending-standards
http://www.eventcentre.co.nz
https://www.aucklandproperty.net/
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Interest rate floors 

The Reserve Bank will be able to specify the 

minimum interest rates banks must use when 

calculating debt servicing ability. For instance, a 

bank might lend at 4%, but the RB may require 

they work out debt servicing costs using an 8% 

interest rate. 

 

One might be able to say that for the moment the 

bank may not feel that it is necessary to use any 

of these tools, and DTIs may be some way off as 

the banks need to do some work with their 

systems. 

 

But monthly debt data continue to show very 

high growth in housing debt of around $3bn a 

month. The rate of growth in housing debt over 

the past year has been 11.9% compared with 

6.2% one year ago, 6.2% two years’ ago, and 

5.7% three years ago. The pace of growth is the 

highest since early-2008.  

 

In the Memorandum there is this housing-related 

statement  

 

“The parties have entered into this 

replacement memorandum, following 

consideration of additional policy 

instruments best suited to maintain a sound 

and efficient financial system and support 

more sustainable house prices” 

 

“In the design and implementation of a debt 

serviceability restriction, the Bank will have 

regard to avoiding negative impacts, as much 

as possible, on first-home buyers,…” 

 

In fact, the Memorandum explicitly states that the 

RB must implement its macro-prudential policy 

according to the direction to it issued by the 

Finance Minister on February 25, namely the 

paragraph in the Monetary Policy Statement 

reading like this. 

 

“Government’s policy is to support more 

sustainable house prices, including by 

dampening investor demand for existing 

housing stock, which would improve 

affordability for first-home buyers.” 

 

What does all of this mean? To support more 

sustainable house prices the Reserve Bank is 

being instructed by the Finance Minister to 

further restrict access to borrowing by investors. 

 

The chances are high that with house prices not 

considered sustainable, and with monetary policy 

focussing on inflation, the Reserve Bank will 

utilise its new instruments in the next 12 months 

focussed exclusively, if possible, on investors. 

They may tolerate an impact on owner occupiers 

generally but will seek to limit any impact on first 

home buyers beyond that already set to come 

now from restricting the lending banks can do to 

borrowers with less than a 20% deposit. 

http://www.glengarry.co.nz
http://www.ashcrofthomes.co.nz/
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We cannot know when any of the new 

instruments will be used. But if the pace of 

growth in lending to investors does not soon slow 

more than it has already done, a new restraint 

could be in place before the end of the year. 

 

It might pay to note this comment in the press 

release announcing the new Memorandum. 

 

“Introducing DTIs will take longer, whereas 

the banking industry has informed us that 

interest rate floors could be implemented 

more quickly.” 

 

So, maybe the next hit against investors will be a 

high test interest rate for new borrowing, maybe 

set 1% above the rate used for owner occupiers.  

 

Does this much change the outlook I have for the 

housing market of prices rising 5% - 10% in the 

year to mid-2022, closer to 5% after that, then 

flat for a while? Not really. It just reinforces it 

because the market is already turning towards 

one less dominated by investors. This is a 

structural shift now underway in New Zealand’s 

housing market.  

 

LVRs tightened again 
 

Accompanying the new Memorandum, the 

Reserve Bank announced that effective from 

October 1 (subject to consultation) the proportion 

of bank lending able to be undertaken with a 

deposit of less than 20% will be cut from 20% to 

10%. This is a significant change which will hit 

first home buyers the hardest. 

 

In the March quarter, on average each month 

lending to FHBs with less than a 20% deposit 

was $472mn. In the June quarter the average 

rose to $617mn a month despite the LVs being 

reintroduced. In June 76% of all the $816mn in 

low deposit lending went to FHBs. Only 0.5% or 

$4mn went to investors. 

 

38% of all lending to FHBs involves a deposit 

less than 20%, only 0.3% of lending to investors 

does. 

 

The Reserve Bank has expressed concern that 

despite the return of LVRs low deposit lending 

has not declined as it wanted. In fact, the 

proportion of housing lending involving a less 

than 20% deposit only fell from 9.2% in January 

to a low of 7.8% in March. Since then, it has 

crept back up to 9.6% in June. 
 
Even though banks were safely away from the 
20% of housing lending barrier at 9.6%, they will 
want to be much further away to avoid the risk of 
exceeding the limit – probably near 6%. When the 
limit was last 10% of all housing lending from 
October 2016 to the end of 2017, the proportion 
averaged 6.2%. So, first home buyers can expect 
a reduction in bank willingness to lend to those 
with low deposits.   

http://www.professionals.co.nz/ownership
http://www.propertyscouts.co.nz
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FOOP is the acronym for fear of over-paying. It 

refers to the situation not where people are 

worried about missing out on potential capital 

gains if they do not buy as soon as possible, but 

the fear of buying then seeing prices fall. Each 

month in the REINZ & Tony Alexander Real 

Estate Survey we ask agents if they feel buyers 

are concerned about falling prices. 

 

FOOP rose to a gross 25% of agents reporting 

this at the end of March from 16% at the end of 

February. It peaked at a gross 37% in our May 

survey but has been falling for the past three 

months. It now stands at just 19%. Fears of 

falling prices and erosion of a feeling that one 

should but soon have eased.  

 

 

 

We can in fact gain extra insight into feelings 

about prices from some other measures. We 

also ask agents why investors are buying and 

one option they can choose is expectations of 

prices rising. These expectations fell away 

sharply earlier this year. Now, they are rising 

again with a gross 20% of agents citing this 

factor as motivating investors in our latest 

survey.  

 

 
For your guide, at the regional level expectations 
of prices currently rising are strongest in 
Canterbury and weakest in Manawatu-
Wanganui.  
 
  

What’s happening with FOOP? 

http://www.wesleygerber.nz
http://www.gra.co.nz/
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Nothing I write here or anywhere else in this 

publication is intended to be personal advice. 

You should discuss your financing options 

with a professional.  

 

Three weeks ago, we saw a sharp lift in 

expectations for the pace of monetary policy 

tightening following release of the annual 

inflation number which was 0.5% above 

expectations at 3.3%. This week we saw the 

country’s unemployment rate fall not to the 4.4% 

commonly expected but to only 4.0%. 

 

Not only is the labour market now beyond the 

point of tightness the Reserve Bank is charged 

with trying to achieve, but wages growth has just 

kicked up. The measure I follow has lifted to 

3.4% from 2.7% three months ago. Wages 

inflation is now rising. 

 

These key numbers in conjunction with record 

business intentions of raising prices in the future, 

high labour demand and labour shortages, 

supply chain disruptions causing escalating 

materials prices, and confident consumers 

saying they plan spending more, all signal the 

same thing. It is what I have been noting here for 

many, many months. 

 

The Reserve Bank has over-stimulated the 

economy. They have kept interest rates too low 

for far too low and caused an extraordinary 30% 

rise in house prices destroying the home 

purchase dreams of many and caused a growth 

surge our economy cannot handle. 

 

Now they are gong to play catch-up and the 

chances of them tightening monetary policy in an 

optimally smooth manner are near zero. History 

suggests they will take too long to raise rates 

and the eventual peak will be higher than the 

1.5% rise most forecasters are running with. 

 

That is why I suggest allowing for a 2% rise in 

the cash rate and modelling how you will fare if 

the rate rises 2.5% to 2.75% and your one-year 

fixed rate goes above 5%. Did I mention the 

value in fixing five years at 2.99%? You know the 

answer to that already.  

 

There is more rates discussion and graphs of 

fixed mortgage rate margins (screaming for 

banks to raise them further) in Tview Premium.  

 

My current expectation for the one-year fixed 

mortgage rate is shown in the following table’s 

first column.  

 

The second column shows what the one-year 

rate will average over the next 2-, 3-, 4-, and 5-

year periods. The last column shows the current 

2 – 5-year fixed rates.  

 

 Forecast Rolling Current 

 1 year average fixed 

 Fixed rates 

 rates 

2021 2.49  2.49 

2022 4.0 3.25 2.49 

2023 4.5 3.66 3.24 

2024 4.5 3.87 3.49 

2025 4.0 3.90 3.79 

 

If these forecasts prove correct (I’d give that a 

10% probability), rolling one-year fixed will 

deliver an average rate for the next two years of 

3.25%, three years 3.66%, four years 3.87%, 

and five years 3.90%. 

 

The last column shows what the current 

minimum fixed rates are for those time periods. 

Given that there is a rate premium one should be 

prepared for rate certainty, rolling one-year fixed 

will easily deliver a cost higher than one could 

get by fixing at the moment – if the forecasts are 

right.  

 

Personally, I’d still be looking to lock in 2-3 fixed 

rate terms in the 2-4-year time periods. Note that 

the collapse of bank lending margins mean 

increases in bank fixed lending rates are 

imminent.  
  

If I were a borrower, what would I do? 
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I am accepting ads of 3.7cm*8cm dimension for 

inclusion in this two-column section of my weekly 

publication. If you wish to place an advertisement 

here email me for details. 

tony@tonyalexander.nz 
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Tony’s View Spending Plans Survey
  

 
 
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   

 
 
Valocity Valuer Survey 

 
 
Crockers & Tony Alexander Investor Insights 

 
 
 
 

NZHL Tony’s Thoughts Video 

Each week I record a three-minute video for NZ 

Home Loans. The landing page for these videos 

is here. 
 
 
 
 

  

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.   
 

One-off issue of Tview Premium 
 
To receive a one-off copy of Tview Premium for $15.00 incl. GST, being this week’s issue only, there are 
two payment options offered in order to keep admin simple at my end. Be sure to enter your email address 
correctly as that is where the issue will be sent. All payments received up until next Wednesday night will 
elicit a TVP of the same date as this TV. All from next Thursday morning will receive the next TVP issue. 
Any problems, just email me.  

PayPal 
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