
        THE BIG STICK, CHALK & CHEESE AND GOOD NEWS        
 

Record low interest rates, our young and restless returning from overseas in droves, 
renewed confidence in the economy and an improving job sector has brought out the 
Governor’s “big stick”.  Mr Wheeler is rightly concerned about the housing bubble in parts 
of Auckland.  Why does everyone want to live there? And the new LVR rules he has applied 
to the whole country are going to “quell” the rampant housing growth in Howick, St Heliers, 
Remuera, Burnside and Cashmere.  Yeah right! 
 
Meanwhile, the first home buyers in the rest of New Zealand have had the first three rungs 
of the property ladder pulled out from under them.  It feels like the blunt instrument is hitting 
the wrong people in the wrong places.  Housing prices in most provincial areas are not 
rampant! 
 
When Auckland eats too much, we get the bellyache; when Christchurch heals, we get 
stung!  There must be a better way of avoiding the Governor’s “big stick”.   
 
Somehow or other the Reserve Bank needs to work out a lending policy that pays more 
attention to creditworthiness rather than a blunt LVR for all.  Lending money only to those 
who can afford to pay the interest and then also pay back the principal was, I thought, a 
good system.   
 
For the rest of the property sector, 2013 has been at the least fascinating, at times frantic 
and for valuers mostly fraught.  There are so many disparate forces at play with multiple 
forces and multiple influences. 
 
The rural scene has witnessed a steady recovery with the now record milk fat prices 
confirming continued demand for good quality flat lands and any property able to carry 
milking cows.  Our hill country is not yet as popular but that could change.  Perhaps when 
the Chinese also discover our fantastic lamb product, then the “hills may come alive”.  A 
common approach by the big meat companies to marketing our “red” protein would be a 
great start. 
 
As always there are challenges for valuers with “value” certainly still often in the eye of the 
beholder.  Once avoided scrubby back country hills are now becoming sought after in parts 
for the magical powers of manuka.  Conversely the crumbling ETS carbon price has seen 
many of our forests harvested with the prospect of a land use change back to manuka and 
scrub! (or dairying on the volcanic soils).  
 
For the local scene, our farmers are coming to grips with the new Horizons One Plan with 
many “normal” farm activities now requiring resource consent.  Respect for the environment 
and sustainability are now important components of the farm transaction process and pre 
purchase due diligence.   
 
The commercial property sector has been like “chalk & cheese”.  I certainly cannot recall 
the “gap” being as wide as it is now.  We said in the past that there would be opportunities 
and a number of recent transactions have confirmed that there certainly are. 



 
We all know the modern well-leased earthquake strong properties that are well located and 
well tenanted are highly sought after.  Record low yields have been achieved across the 
country encouraged by record low borrowing costs.  Yet for properties that are older with 
a dubious seismic score and/or are vacant, then it is like they now have the “plague”.  
Nobody wants them and the auction system punishes them! 
 
In many cases stigmatised properties have sold for sums significantly less than the prevailing 
land value.  A recent example has seen an inner city commercial property on 877 sq m that 
had sold in the 1980’s for over $600,000, last week sell by auction as vacant, for 
$160,000. 
 
Who would have thought the forces determining value could be so wide and so disparate. 
So positive for some yet so damaging for others.  Where we have multiple buyers the market 
can be through the roof; where we have no buyers the market is through the floor.  
 
It certainly is a “chalk & cheese” situation with the valuer charged to make some sense of it 
all! 
 
The old adage that property only ever increases in value is no longer a truism.  A global 
financial crisis, major earthquakes and a changing retail scene have put paid to that theory. 
 
As for 2014, it is shaping up to be another challenge for the property sector for many 
reasons.  The sceptre of increased interest rates is looming.  The good news is we finally 
appear to have an improving economy and there is likely to be some stimulus in an election 
year.  We expect to see more confidence return particularly if our export sector holds up.  
The credit card is about to reappear.  The retailers might be smiling again at last. 
 
You can rest assured that here at the Morgans team we are working hard to stay abreast 
of all the influences on the property market.   
 
Replacement insurance assessments have become a much bigger part of what we have 
always traditionally provided to our commercial clients.  “Sum Insured” assessments for 
residential properties are in particular demand. 
 
Our team is experienced and has remained unchanged through the year.  We have 
Maryann, Suzie, Tracy and Linda job sharing in our Palmerston North office with Amanda 
in our Feilding office. 
 
Our core of registered valuers include myself and Andrew Walshaw on the commercial 
team; Tony Jones on the rural front and Trish Castle handling most of our residential 
business.  In anticipation of another busy year we are currently looking to recruit another 
valuer to add to the team. 
 
As always thank you again for your ongoing support during the year.  It is very much 
appreciated.  We certainly look forward to working with you again in 2014. 
 



Have a happy, healthy and safe Christmas break.  See you in the New Year. 
 
Best regards 
 
 
 
Paul van Velthooven 
 
 


