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9 December 2009 
 
 
 
 

What A Difference A Year Can Make 
 

Last December we were thinking the worst and hoping for the best.  This December, thankfully 
we can forget the worst and expect some recovery during 2010 with perhaps an eye to the 
“best” by 2011, and being rugby World Cup champions of course! 
 
Whatever the result, a salutary lesson has been learnt by most of us, and there needed to be.  
Borrowing to spend more than we earn eventually catches one up.  We definitely have been 
a nation of spenders.  Now thankfully, personal and business decisions seem to be made more 
and more on good business models where income and cash flow is king, where debts are able 
to be paid back and where the growth in capital (or equity) is based on proper 
supply/demand influences and not solely on freely available credit. 
 
Despite “tightening” credit during 2009 cheap interest rates have certainly been a major 
stimulus in keeping our economy and the marketplace reasonably fluid.  One could perhaps 
be a little concerned that the housing market has seemingly “recovered” in many areas, 
almost to pre 2008 levels.  It would be harmful to us in the long term if a bull run were to push 
house prices to those unattainable and unaffordable levels again.  If you listen to Mr Bollard, a 
spike in interest rates is on the cards.  Similarly the threat of a capital gains and/or land tax is 
inching closer and closer. 
 
There is however some credence in the argument that tax on property and a reduction in 
personal tax will help redirect “capital” into the productive sector and away from “fuelling” 
house prices and the non productive sector of the economy. 
 
More investment capital into research and development would be a good starting place. 
 
However it is great to see houses selling again, sections being purchased and building 
consents on the up.  Our economy is still very dependent on a healthy, active but not “over-
priced” housing sector. 
 
In the commercial property market there has been a real flight to quality.  Some investors 
appear to have flown in the dark.  Yields of 7% or less have been paid in our region for 
modern, well-located, well-leased property providing “attractive” returns for some “new” 
investors when deposit rates have been less than 4%.  Whether they get a return off their 
capital is still somewhat unknown.  There are “premiums” evident given the relative shortage of 
good stock in the lower price brackets and present low interest rates. 
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The new requirement from Mr Bollard for banks to now source up to 60% of their lending from 
onshore deposits will no doubt force interest rates up and leave bankers no option but to fund 
only the prime assets and/or their number one clients.  Any property with a “hook”, stigma, or 
weak cash flow will struggle to attract lending support from the major banks. 
 
Values for secondary properties have moved out and the gap between first grade and 
secondary grade properties has widened somewhat. 
 
That of course means opportunity for the well prepared and/or well funded investors.  There is 
nothing like a recession to find out the willing or the wanting. 
 
Wasn’t it great to see the milk solids return to a reasonable level again.  At $4.55 per kilogram 
we were up to our necks in it.  At $6.10 per kilogram the country is well underway again as the 
real engine in the economy recovers.  Fortunately, land values are still far from reaching the 
unrealistic levels achieved in early 2008.  Wouldn’t it also be nice if lamb prices were also to 
return to last year’s level and the exchange rate to drop a little.   
 
Long term, the prognosis must be good for farming as Asia in particular needs more and more 
protein be it milk or meat.  As a food basket we can produce protein efficiently and 
effectively.  It will take more than a half-cocked ETS and weak US dollar to offset the long term 
prognosis for farming in this country. 
 
For Morgans, 2009 has been a very busy year.  We have retained all our wonderful staff, kept 
the team busy, moved to new and upgraded premises in Feilding, opened a satellite office in 
Masterton, upgraded our website and can now look forward to a well deserved break over 
Christmas fully prepared to confront (or embrace) the issues and opportunities that 2010 will 
bring. 
 
On a personal front, the health is all good.  Our eldest son Ben is in the Solomon Islands keeping 
the peace having completed his degrees, Simon is cycling all over the place with Delhi on his 
mind, Laura is about to touch the real world at UCOL and Emily is keeping Heather and I young 
and on our toes. 
 
Thank you for your ongoing and loyal support of Morgans Property Advisors.  All the very best 
for 2010, have a great Christmas and a relaxed New Year break. 
 
 
 
 
Best Regards 
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Paul van Velthooven 


