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About this Report

This report looks at the development of new multi-unit residential construction in Christchurch.
It details new residential building consents issued in the City since 2018.

The purpose of this report is to provide a detailed analysis of the Multi-Unit market with the aim of giving a
“wood for the trees” view point.

This report details the following information:

e Number of dwellings consented

e Cost of construction

e Size of dwellings

e Where these developments are being built (location maps)
e Population numbers

e Top applicants

The report is broken down into five main sections

e Executive Summary

e Introduction and Background and External Influences on the Market
e Analysis of the Market by Year (five years, 2022 back to 2018)

e Analysis of the market by Applicant (top 10 for 2022)

e Appendicies and Data
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Executive Summary

| believe that the market for medium density multi-unit dwellings in Christchurch is currently oversupplied (I've

been saying this for the past year).
| predict that the number of new residential units being consented in Christchurch in 2023 will fall by 20% to

30% over the next 12 to 18 months.

In the 12 months to December 2022 there were 3,032 multi-unit dwellings consented across 456 building

consent applications (that's an average of 6.6 units per building consent application).
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This is a 45% increase (943 units) over the 2,089 multi-unit dwellings consented in 2021.

Which was a 47% increase (667 units) over the 1,418 multi-unit dwellings consented in 2020.

New residential multi-units account for almost 7 out of 10 new dwellings consented across the City in 2022.

This has been a continuing trend since 2017.

The median size of these multi-unit dwellings is just 77 m2 (on average, that's about 1.5 bedrooms).

The average household occupancy of Christchurch is 2.7 persons per household...you simply can't fit 2.7

people into a 1.5 bedroom unit (not as a short or medium term housing strategy for the City).



Over the past two years, the population of Christchurch has been in decline. Not by a tremendous amount, but
it's definitely not growing (-0.5% in 2021 and -0.2% in 2022). Compare this to neighboring Selwyn (+5.0% in
2022) and Waimakariri (+2.0% in 2022).

You don’t need more houses when your population is not growing (certainly not at the rate we have been

building them over the past couple of years). To be fair...that's a very broad statement...but you get the idea.

Almost every builder and developer | have spoken to (pretty much from the start of 2022) has told me that unit
sales are down (sales appear to be down across all parts of the market, including units, individual dwellings

and sections).

Many of the developments currently under construction were sold six or 12 months ago. With projects taking

longer to sell in 2022, this will inevitably flow through to a slowdown in new building consents into 2023.
Property values aren’t what they were this time last year (that's probably an understatement), but you could
also argue that annual increases in value of 38.0% (December 2021, via CorelLogic) were never real and that
values today aren’t too far off what they would have been without the artificial bubble of 2021 and 2022.

| guess your point of view will depend on when and what you brought.

Unfortunately, this (and a projected ongoing increase in interest rates) will see a number of buyers (including
builders and developers) now unable to settle these purchases, most likely forfeiting their deposit (and

hopefully not much more) just to get out of the deal.

On-selling in a crowded market will further depress prices.

Residential House Values (annual % change)
Source: Corelogic

=== Christchurch e==—NZ

| suspect that the above graph probably looks like many developers sales charts.

Economically, it's going to be a tough year. A recession will make it harder to borrow money, which will be at
higher interest rates. Developers will find it harder (than it already is) to find money for “spec” projects, which

will inevitably be competing for fewer buyers (and most certainly, fewer investor buyers).
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However, despite all of the above, it's not like the arse is going to completely fall out of the market.

Even if the market did come back by 30%, this still means that there would be somewhere around 2,000 new
units consented across the city in 2023. This could still be a bit on the high side, given the limited population
growth, but it often takes the building sector 12 months or more to catch up to the market.

We could see this decline continue through into 2024.

During the market crash of 2008 (following the Global Financial Crisis), building consent numbers dropped by
around 45% over two years (before the earthquakes). Everything | have read and watched on in the pending
economic recession suggests that 2023 won'’t be as bad as 2008...but how really knows?

| know many developers who are well prepared for this change in market conditions. The “writing has been on
the wall” for anyone to see (if you were paying attention) for some time now. The market will slowdown...but
we will keep on building, certainly not as many, but developers will adapt to the requirement of the market
(what buyers want) and will change what, how many and where they build.

Unfortunately, this will be bad news for some developers who will need to redesign or potentially shelve some
projects or (worst case scenario) look to sell out of others at a loss (again, on a crowded market). | expect that

it will be a tough time for many builders and developers, with some not making it to the end of the year.

It's hard not to sound like the Grim Reaper, delivering this executive summary, but this is the state of the

current market for multi-unit construction in Christchurch (and | suspect, across most of the Country).
In 2021, | issued a caution to the market, | am now upgrading that to a warning.

Anyone, working in, or building in, or investing in, or supplying to this market should read this report. It will

change / crystallise your thinking on business for the coming year.

As always, | appreciate your comments and views on this report and the broader market.

Please give me a call if you have any questions.

N\\ \((v ’?D‘C ki ONV

Mike Blackburn
January 2023.
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Key market indicators for 2023

Sales for new units will remain slow

In 2022, sales for new residential multi-unit dwellings fell significantly.
2023 should see a continued decline in demand.

Interest rates will continue to increase

The Reserve Bank has forecast ongoing increases in the Official Cash Rate.
This will see the demand for new mortgages decline.

Inflation will remain high

The flow on effect to the construction industry is that buyers will have less
money to spend and the cost of building materials and services will go up.

It will be harder to get mortgage and development finance

The tighter lending market continues to make it difficult for first home buyers,
investors and developers to borrow money.

Cost of construction will continue to increase

On top of high inflation, the new H1 (Healthy Homes) Regulations apply from
this year. This could add 20% to 30% to the cost of construction.

Population growth in Christchurch will be lower than
its neighbours

The Christchurch population is declining (only slightly, -0.5% in 2021 and -0.2%
in 2022), while Selwyn (+5% in 2022) and Waimakariri (+2%) continue to grow.

Many development sites are being redesigned, put on hold
or sold

With sales much harder to find, developers are considering what to do with sites
they own or have options on. Delays and changes are inevitable.

The number of new units being consented will fall by

up to 30%

Its only a matter of time (sooner rather than later) that the slow sales in 2022
will flow through a reduction in the number of building consent applications
for multi-unit developments.

The real questions...is by how much will numbers fall?
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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 and Copyright Information

This report is copyright and intended for the confidential, sole and exclusive use of the individual
addressee. It may not be copied, reproduced, or transmitted in whole ar part in any form, or by any
means, without the express written permission of the author (Blackburn Management Limited).

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. 2022

Disclaimer

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