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Canterbury Construction Report®
SUMMARY

October 2021
This report is prepared by
Blackburn Management Limited
The data used in this report has been taken from the
Monthly Building Consent Reports provided by:

Christchurch City Council
Selwyn District Council
Waimakariri District Council
Corelogic
Statistics New Zealand

Please Note:

The data contained in this report is based on information that is provided by the above
mentioned providers, which is released as a matter of public record.

Although all attempts are made to verify the data where possible, no representation is made
by Blackburn Management, its agents or staff as to the accuracy of this information.

This report provides an analysis of the residential construction market in Canterbury. It
focuses on new residential dwellings.

This report specifically excludes data relating to Rest Home facilities, sleepouts or
secondary buildings and relocatable buildings (not being built for a specific site).

Some of the residential consents are issued across multiple stages. Information relating to
these building consent applications are only included when the final stage has been
consented.

No information on new building consent activity by Kainga Ora is included in this report. In May 2021
Kainga Ora became their own Building Consent Authority. Prior to this time all building consent
applications for new construction was completed through either Christchurch City Council or
Waimakariri District Council (no building activity had been undertaken in Selwyn).

On several occasions, Blackburn Management has contacted Consentium (the building consenting
arm of Kainga Ora) and asked to be supplied with new building consent information (as required under
the Building Act). To date none of these requests have been supplied.

On Thursday 28 October, Blackburn Management made a formal request under the Official Information
Act to Kainga Ora to supply their building consent data for the Canterbury Region. They have 20
working days to respond to this request.

Front and Back Covers
Construction of 43 Units in Riccarton Road Christchurch by Williams Corporation
Picture used with permission
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1. Market Insight

Residential Construction, a market stretched to breaking point?

| have been saying for several months now that | believe that we are at the peak of our ability to build
more houses.

Currently, both here in Canterbury and right across New Zealand, the number of residential building
consents are coming through at record levels. Year on year, the three Councils in the greater
Christchurch area are up by a combined 33% over the same period in 2020, whilst the market is up
by 28% across all of NZ.

This is the greatest number of houses consented in New Zealand...ever. And yet, month after month
the number of new dwellings being consented just kept going up.

So, how much longer can we keep building at this rate?

With the boarders closed (and unemployment at historically low levels) there are only so many
builders and tradies to go around.

On top of this there are too many other things piling up across the construction sector and economy
in general, making it harder and harder to build at these increased levels. which means that a
levelling off and probable slowdown is inevitable.

What are some of the key challenges the sector is facing?

e Limited supply of new greenfield subdivisions. Land development has not kept pace with the
level of construction, which is why we are seeing the incredible price increases for sections
over the past 12 months

e Delays in getting building consents through Council. Many Councils across the country are
struggling to meet the required 20 working day processing time

¢ Massive shortages in supply of materials (literally across all product categories), which is
seeing ongoing price increase as builders compete for available product

o International supply chain issues, meaning some products are simply unavailable, others
facing significant delays and freight cost increases across the board. There is no sign of this
returning to normal (whatever that might be) any time soon

o Tapped out labour market. There simply aren’t any more tradies to do the work and with
COVID restrictions, no ability to bring in anymore

e Increasing interest rates, raising the cost of capital. Banks are starting to turn down new build
projects where the builder can’t offer a fixed price contract.
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So, what does this mean for builders and the wider industry?
We are already starting to see some of the impacts of these restrictions on site.

As builders struggle to get materials for some jobs, they are forced to delay current projects and
potentially put new ones on hold.

| recently went for a drive around Rolleston and Lincoln, and although there were builders and tradies
everywhere, there was also a noticeable number of sites, partly completed, locked up with no one to
be seen.

N 4

As current jobs are delayed, this in turn pushes back the start dates for new builds, which sees an
overall slowdown in the market.

The rising cost of land and materials needs to be passed on, from the developer or merchant to the
builder and eventually onto the new homeowner.

It seems like $500,000 is the new norm for a 450m2 section. On top of this, with the rising cost of
building materials, | am now seeing new houses being advertised for $1,100,000 or more in suburbs
like Halswell and Rolleston. This was previously unheard of.

There simply comes a point where this is beyond what the market is prepared to pay.
Without question, this is a complex situation.

On one hand, the demand for new housing is strong. This is in part driven by government policy and
new banking rules. This has pushed investors to buy new, and | suspect what has been driving the
growth in multi-unit developments. Additionally, this has also been helped by astronomical increases
in property values.

However, as interest rates increase and we see the inevitable slow down in capital value increases,
this might well see some investors look to exit the market.

Could we currently be building too many houses?

Its important to remember that back in 2014 (the peak of the earthquake rebuild), that we actually
managed to over-build by around 2,000 houses. There were roughly 10,000 houses red-zoned or so
badly damaged that they had to be knocked down and by the end of 2014 we had successfully built

4|Page
Canterbury Construction Report® October 2021
Copyright © Blackburn Management Limited // (Ph) 021 370 018 // www.blackburnmanagement.co.nz



http://www.blackburnmanagement.co.nz/

something like 12,000 new houses (with effectively no population growth across the combined
region).

This was great for home buyers. Plenty of houses to choose from, which inevitably lead to house
price values remaining flat for a period of around five years.

Not so good for the building industry, where the number of new houses being built plummeted, falling
by 60% over the next four years, from 6,331 in 2014 down to 3,821 in 2018 (across all three councils).

New Zealand essentially has zero population growth at the moment. According to Stats NZ the
population grew by 34,400 from 2020 to 2021, with 27,700 being from an increase in births over
deaths. This means that there was an increase of just 4,700 net migration into the country (people
who intend to stay for a period of 12 months or longer). Even with the easing of COVID restrictions
in the new year, it is unlikely that we will see any significant jump in migration numbers any time
soon.

In fact, the reverse is likely to happen, with people looking to leave the country for higher wages and
less restrictions.

With all this in mind, could the current levels of construction be higher than the actual true demand
now and into next year?

What does the next 12 months look like?

| believe that a slowdown in the number of new residential houses being built is inevitable, but by
just how much is the real question.

Its most likely that we will see the number of new building consents flatten off into the new year as
builders and developers look to delay new projects while they struggle to complete current ones.

Supply chain difficulties will continue throughout 2022 and the economy will tighten as interest rates
rise.

Even if COVID restrictions are completely removed we won’t see a return to the previous high levels
of international migration, which will further reduce the demand for new housing.

I’m not suggesting that we will see the same level of decline in new construction as we saw in 2015
to 2018...but (in the immortal words of Lord Baden-Powell)...be prepared.
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2. Summary of Dwellings Consented in Canterbury

Total Dwellings Consented

Octob‘ r 2021

Year to Date

4 CCC, SDC and WDC 7

_ccc, s 'n&wnc

There were 543* new residential dwellings consented across the three major Councils in

Canterbury in October 2021.

* Note: Since May 2021 Kainga Ora have been processing their own building consent applications and
their numbers no longer appear in any of the local Council reports. Numerous requests have been
made for them to supply these numbers, but to date no information has been provided. On the 28
October, Blackburn Management has made a formal Official Information Act request for Kainga to

provide this data.

This brings the total number of new dwellings consented for the year to 5,216, which is a
33% increase over the 3,909 dwellings consented for the same ten-month period in 2020.

New Residential Dwellings Consented

613 19
551 553 580 500
525 543~ — %

MAY-21 JUN-21
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=== CCC “SDC wsm WDC ===Total

New Residential Dwellings Consented
October 2021

mCccc

mWwWDC

Although all three Councils saw a slight fall in the number of dwellings consented over last
month, this is the eighth month in a row where the number of dwellings consented has been

greater than 500 across all three Councils.
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Canterbury Construction Report® October 2021

New Residential Dwellings Consented (CCC, SDC and WDC)

2019 2020 2021 % Change *

Jan 248 392 340 13%
Feb 337 339 400 18%
Mar 393 410 586 43%
Apr 310 349 525 50%
May 302 547 551 1%
Jun 313 378 553 46%
Jul 335 N7 525 66%
Aug 406 355 580 63%
Sep 368 370 613 66%
Oct 397 452 543 20%
Nov 365 488

Dec 323 427

Total 4,097 4,824 5,216

*% Change is 2021 over 2020 numbers
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Value of Dwellings Consented

October 2021 A Year to Date A

0%

Increase in Consented Value
Total Value of Dwellings Consented Compared to the same period 2020

_ CCC,sbCand WDC | | CCC,SDC and WDC |

The total value of new residential dwellings consented in October 2021 across all three
Councils was $ 181,671,899.

The total value of new residential construction for the year to date is $1.77 Bn. This is 30%
more than the $1.36 Bn for the same ten-month period in 2020.

Value of Dwellings Consented Value of Dwellings Consented
October 2021
L £250
z
£ $208m
£ $197m
T g176m $184m  S187m
$150 182 m m ccc
sDC
$100 ke
100| mwWDC
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This is the first time that the value of dwellings consented (across all three Councils) has
fallen since April, however at $182 million, it is still 21% more than the $150 million of
consented dwellings in October 2020.

" ) " Value of New Residential Dwellings Consented (CCC, SDC and WDC)
Value of New Residential Dwellings Consented 2019 2020 2021 % Change *
€CC, SDCand WDC Jan §  B89574125|5 142339839 |$ 115435984 19%
y 250 Feb 5 118192933| 5 127450185 |$ 137,496,467 8%
S Mar 5 1366950415 168906410 |$ 208,200,461 23%
2 3200 Apr § 1094348945 1145207518 175,347,250 53%
sis N May §  120409706|§ 155586850 |§ 176,071,090 13%
= un 353, 163, 994,
< \ J §  107.353065| %  132.163619|§ 183,594,636 39%
$100 Jul § 129323600 § 115889239 |$ 186,863,703 61%
Au § 137332916 $  122315092|$ 197,132,519 51%
g

$50 Sep § 1329805485 134114033 |$ 207,961,460 55%
Oct § 1535121005 150675997 |$ 181,671,899 21%

& - o s Tl T - SN Nov 5 1304010285 156224191

¥ E & F BTG O <Ol Dec 5 1123545035 150274732

Total §  1,477564,460 | $  1,669,460,938 | §  1,769,775,469
——2019 ——2020 ——2021
* % Change is 2021 over 2020 numbers

As has been indicated above, restrictions on building materials and ongoing price increases
will most certainly have an impact on the market in the coming months.

Although limited supply might slow down some build projects, the increasing price of
materials will almost certainly flow through to the cost of construction, increasing both the
consented value and the $ per m2.
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Side by Side comparison of Councils

October 2021 CCcC sDC wDC Total | Avg.

Building Consents Issued 175 156 56 387
Total Dwellings Consented 337 150 56 543
EQ Recovery Dwellings 0 0 0 0
Individual Dwellings 142 115 56 313
Multi-Unit Dwellings 195 35 0 230
Percentage of Multi-Units 58% 23% 0% 42%
Total m2 44 245 27,904 10,867 83,016
Median Dwelling Size m2 101 184 187 184
Median Consent Value 3 231250 5 35T143] 5 350,000 % 350,000
Median $ per m2 3 22501 % 204315 1,967 | $ 2,043
Total Value of Consents ! 100,497,403 | 5 60,191,496 | 5 20,983.000] 5 181,671,899

Individual Dwellings

Total Dwellings Consented 142 115 56 313
Total m2 27,583 24134 10,867 62 584
Median Dwelling Size m2 185 192 187 187
Median Consent Value b 400,000 % 387827 | & 350,000 % 387 827
Median $ per m2 3 2104 | % 1,995 | 5 1,967 | 5 1,998
Total Value of Consents b 62,731,251 | % 50427496 | 5 30,406,072 | % 134,141,747

EQ Recovery Dwellings

Building Consents Issued

Building Consents lssued 35 7 0 42
Total Dwellings Consented 195 35 0 230
Avg. Dwellings per Consent 6 5 0 0
Total m2 16,662 3,770 0 20,432
Median Dwelling Size m2 7 106 0 [
Median Consent Value $ 175,000 | % 272308 % - % 175,000
Median $ per m2 $ 2265 % 28185 - |8 2,265
Total Value of Consents b 37,766,152 | $ 9,764,000 | % - b 47,530,152

Total Dwellings Consented

Total m2

Average Dwelling Size m2

LR I T (R e ) [ ]

[T I Y R o ) (Y e |

Average Consent Value

Average § per m2

[ T I T (N I I s I I Y Y

Total Value of Consents
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Canterbury Construction Report

Report Subscription Order Form

Blackburn Management publishes the most comprehensive monthly reports and analysis on Building Consents
available in Canterbury, covering all aspects of Residential and Commercial construction.

A variety of reports and information is available, including:

Monthly Report and Spreadsheet Analysis of Building Consent data

Spreadsheets detailing consent data for:
Christchurch City Council

Selwyn District Council

Waimak District Council

Consent Value and Size of Dwellings

Analysis of Multi-Unit developments

Earthquake Recovery building consents

Top Suburbs

Applicants and Owners (incl. names and address)

Specialist Reports available on Request

Land Availability

Summary of Building Consents issued
Value of Dwellings Consented
Population estimates and growth trends

Subdivision Development analysis
Growth trends across the Region
Multi-Unit Developments

Suburb and township specific analysis

. ©
Canterbury Construction Report
Building Consent Reports and Analysis

Please tick the Report you require

|:| New Residential Construction
E’ Residential Additions and Alterations

D Commercial Construction

Please tick the Frequency you require 5 Per issue * Issues  Billed Annually

[] [ monthly Report |s 000 12 |5 840.00 |
[] [ monthly Report (atrly) [s 1000] a4 s 400.00 |
[] [ 2021 vear in Review [s a000] 1 s 400.00 |

Company Name

Contact Name

Phone Number

Billing Address

|

| |

| |
Email Address | |

| |

| |

Signature

* All rates exclude G.S.T

Please email this formto: mike@blackburnmanagement.co.nz

Within 1 week from receiving invoice

Payment to be made direct to our Bank Account
Blackburn Management Limited

BNZ 02-0800-0962400-001

Payment due:
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For a full analysis of all building consent applications and related information please read
this report in association with the accompanying spreadsheet.

Additional and specialist analysis is available on request.

CONTACT US

mike @blackburnmanagement.co.nz
www.blackburnmanagement.co.nz
& Mike Blackburn 021 370 018

m https://www.linkedin.com/in/blackburnmanagement/

Confidential Information

This report is confidential and for the sole and exclusive use of the individual addressee. It
may not be copied, reproduced or transmitted in whole or part in any form, including by
photocopying, facsimile, scanning or by any manual or electronic means without the
express written permission of the author.

Multiple copies can be supplied by arrangement for an additional charge.

Unauthorised copying or possession of unauthorised copies of this report is a criminal act

Copyright © Blackburn Management Limited. 2021

Disclaimer

Whilst every effort is made to ensure that the information contained in this report is accurate
and reliable, Blackburn Management Limited will not be held responsible for errors and /
or omissions or held liable for claims arising directly or indirectly therefrom.
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