
 
9 December 2011 
 
 
MORE OF THE SAME, AND THEN SOME MORE! 
 
What started out as a Global Financial Crisis in 2008 has turned out to be more like a Global 
Financial Contagion.  This story will just not go away.  Now the European banks continue to 
deny, delay or simply refuse to deal with the real issue.  The money-go-round seems to be 
getting tighter and tighter.  One wonders when China might loosen its purse strings in lieu of 
some good securities around the world.  I strongly suspect that our farmland will not be 
immune to increased Asian interests.   
 
In many respects it feels quite nice to be this far away from the big issues confronting Europe 
and USA.  Although our issues are significant we are very fortunate that many of the Asian 
countries with strong growth continue to want our protein.  Food is a great commodity to be 
peddling on the international stage.  It is difficult to eat I-phones, flat screen TV’s, cars or 
clothes.  Our friends on the farms should be congratulated for hanging tough, staying in the 
game and continuing to produce protein through floods, droughts and high exchange rates.   
 
The World Cup was a nice distraction this year but it certainly has not been the fillip to the 
economy that most were anticipating.  Auckland hotels, bars and restaurants have done well.  
The rest of us enjoyed the occasion, but most businesses unfortunately suffered.  But what the 
heck, we got there! 
 
John Key has smiled his way to another three years in office.   Some tough calls are still to be 
made.  Will he be the “smiling” assassin particularly around asset sales, welfare and 
government spending?  It never feels right to sell some of your best assets particularly when in 
a sense, forced to do so.   
 
Many owners of commercial properties will know that feeling.  But if handled properly, the 
reduced debt will leave the country with more breathing space and ultimately better 
positioned to weather the next storm should it arrive.   
 
Continued low interest rates are helping to keep most businesses and most of the property 
sector above water.  The costs of funding today means that if you have a well tenanted 
building and are not over geared, then the “returns” are some of the best seen in a long time.  
Properties that are well tenanted, well built and well located are in very strong demand with 
yields still at historic lows in most cases.   
However, the commercial market is still very risk adverse.  Property with any sort of “stigma” be 
it due to tenancy, location or earthquake risk is being knocked about in terms of value. 
 
Perhaps the number one factor confronting property owners, tenants and investors is the new 
insurance regime.  The earth shaking has shaken the confidence of all.  Unfortunately the 
prognosis for many of our older, under strength masonry type buildings is not good.  The 
combined impact of increased insurance premiums, costly strengthening, and weak tenancy 
support will render many older structures, particularly heritage buildings, uneconomic.  
 
The look of the central business districts of many of our provincial towns and larger cities is 
going to change.  This will create opportunities for some.  There will however also be losers.   
 
The housing market is staggering along in most places.  Although low interest rates look here to 
stay for a while yet, purchasers are still behaving very cautiously and are doing their 
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homework.  When the real costs of the Christchurch re-build start to filter through the 
construction sector, and when new housing costs start to outstrip the existing housing stock, 
then that is when prices will most likely start to grow again.  This might take another twelve 
months.  Building consent approvals will be an early indicator of a recovering market. 
 
Overall 2011 has been a challenging year for valuers and property advisors.  Not only have we 
had to interpret the impact of the economic crisis, but the looming insurance issues and costs 
around strengthening earthquake prone buildings are bound to be very influential in the 
market going forward.  It is no wonder that sales activity has been low given the reluctance by 
most to “test the water”!   
 
We expect the gap between quality properties and the rest will widen even more. 
 
At Morgans, we have confronted the “new normal” and have attended many seminars, 
consulted with engineers, met with insurance agents and reported to the various banks.  We 
have taken a proactive role in keeping our clients as informed as best we can.  This year has 
been a “game changer” in lots of different ways.  Our team is well placed to help you with 
your investment/ownership decisions going forward.   
 
As always, thank you for your ongoing support as we all confront the “new normal” and 
whatever 2012 might throw at us. 
 
Keep well, have a great Christmas break, 
 
Best Regards 
 

 
 
Paul van Velthooven and the Morgans Team 

 
 


