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Central Auckland is a busy, highly-populated area where many of the 
city’s most important elements collide: Education, business and a varied 
residential population, says Adrienne Jervis.

regional review: auckland

the ceNtral cIty is at the heart of 
Auckland’s economic activity.  This largely 
commercial district, with its burgeoning 
population, is an homogeneous, mixed-
use centre in which tourism, culture and 
entertainment and accommodation have 
become increasingly important. Education 
is also a major contributor to the inner 
city’s cultural and economic life.  

The CBD is one of the country’s most 
densely built-up areas and its largest 
employment centre.  Eight-and-a-half 
thousand businesses generate some 65,000 
jobs and account for 18% of all businesses 
in Auckland City.  With approximately 
73,000 people entering the CBD every 
morning, and a total daily turnover of 

around 270,000, there is huge demand 
on amenities and services.  The area has 
high concentrations of students and young 
working-age singles.   

The rise of inner-city apartments 
in recent times has changed the face 
of the central city.  Aaron Tunstall of 
Auckland property management specialist 
Impression Real Estate, which manages 
1500 central-city properties, says 2011 has 
been a brilliant year for many investors. 
Rents increased by 5 to 20% and there has 
been good demand for properties. With a 
significant number of tenants looking for 
properties, vacancy periods have reduced, 
yields have increased and investors have 
benefited.   Drops in interest rates from 9% 
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to 6% or less have also favoured landlords.  
The downside, however, is that the actual 
purchase price values remain low. 

“It is certainly a time to hold your 
investment property,” says Tunstall.

The CBD’s strong student-based 
population has been enhanced by 
thousands of overseas students entering 
the city.  The Christmas-New Year period 
is always tougher for property investors as 
students tend to return home and vacancy 
rates increase.  However, by January or 
February, when the choice of properties 
lessens, tenants find they have to pay more 
and are consequently holding on to their 
property over this period.

As well as large student numbers, the 
central city is becoming an attractive place 
for residential living.  The emergence of 
owner-occupiers is becoming increasingly 
evident. Tunstall believes Auckland Council 
has some great ideas and plans to enhance 
the central area, which in the future will 
help draw more people into the city.  This, 
combined with the fact that there are very 
few new developments planned in the near 
future, bodes well for investors. 

“While the price of property is still 
relatively low, returns are very good,” says 
Tunstall. “Many investors are achieving a 
7% to 10% net return.” 

Gary Gordon, of Auckland property 
developers and investors Legacy 
Corporation, opines that although there 
are reasons for apartment developments in 
central Auckland, society in general doesn’t 
yet have the mindset for them and it will 
take a whole generation to affect a change 
in attitude. While it may be slightly cheaper 

to produce high-density units, banks 
don’t like them due to their potential risk 
and performance in the market.  Equity 
required on apartments is much higher in 
comparison to houses and few can afford to 
save the money needed to buy them. 

He applauds Auckland Council for 
drafting the Auckland Plan and associated 
plans, including a Waterfront Plan, an 
Economic Development Strategy and a 
City Centre Master Plan. Gordon says 
the Auckland Plan seems logical: “The 
city is spreading out and a separate plan 
for the waterfront and city makes sense; 
the waterfront is one the benefits for 
Auckland.”

Although the transport section includes 
a huge number of projects, he believes the 
council is ambitious with its proposed rail 
loop and that realistically it’s nothing short 
of a dream. 

Gordon sees the CBD’s future as having 
a more residential aspect and that the 
development node at Wynyard Quarter will 
have higher value, although the leasehold 
buildings are off-putting to some. Smaller, 
cheaper accommodation, affordable to the 
student and young worker market, will 
feature in and around Queen Street. 

He says there is some indication 
Auckland Council is looking at assisting 
on levies and that assistance is needed for 
projects to get off the ground. Currently, the 
cycle for large-scale developments is so long 
that by the time they’re completed they’ve 
missed market. Not many developers are 
around and nobody is buying: “They’re 
paying off debt and preferring to avoid 
risk.”

According to Hamish Firth of resource 
consent and town planning specialists, Mt 
Hobson Properties, the two-year dearth 
in the new supply of apartments in the 
central city investor market has primarily 
been caused by economic conditions 
overridden by the Auckland City Council’s 
shift to larger apartments and higher 
development contributions, which has 
effectively capped supply. 

“Given the restrictive way in which the 
council has skewed regulations, and the 
costs involved, the development of new 
property is prohibitive in terms of investor 
returns,” Firth says.  “As a result, existing 
stock has become quite valuable.” 

Firth confirms a steady increase in 
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demand and returns over the past 15 to 
18 months, which is particularly evident 
from mid-January to mid-March with the 
student influx. A number of blocks are more 
student friendly and as those located closer 
to the university become fully occupied 
students are forced to move further out. 

“Demand is across the board. With an 
increase in rents, good demand and limited 
supply, it’s an investor market,” says Firth.  

He cites the case of one client who has 
resource consent to build a new apartment 
block but finds it uneconomic to do so.  
Fierce opposition from council to allowing 
smaller apartments has been encountered.  
Firth believes Auckland Council hasn’t 
recognised the constraint on supply and 
he doesn’t see any shift in council attitude 
in the near future; “they are single-issue 
focused on urban design.” 

His assessment is that students don’t 
need large apartments. 

“Their level of amenity doesn’t have to 
be that high.” More than 60,000 students 
study at either Auckland University or 
Auckland University of Technology, the 
two of the city’s bigger tertiary education 
providers, and other colleges and institutes 
in the area. With no sign of any diminishing 
in size or course offering, demand for 
accommodation is stronger than ever. 

Although many derogatory comments 
have been made about the smaller style 
of apartment, including fears of potential 
deterioration into slum living, Firth is 
adamant that good management prevents 
this. 

“Strong management results in good 
occupancy,” he says.  “Landlords want their 
units rented, and they want their block 
running well.  They’re prepared to pay more 
for better management.” 

Zest is one such example.  This block, 
comprising some 512 apartments, is 
managed with an iron fist.  Strict rules 
are in force on how tenants should live, 
including restraints on excess noise, parties 
and inappropriate use.  Rather than act as 
a deterrent, strong management attracts a 
better calibre of tenants, resulting in good 
rental returns for landlords. 

The Auckland City Council’s new district 
plan is expected to be released around 
mid-2012.  Firth doesn’t see any change in 
attitude or regulations, and subsequently no 
change in available supply. 

“It will provide increased controls on 
the larger, investor unfriendly apartment.  
They will cost more, and with no balance on 
return, the market will become more owner-

occupier focused,” he says.  
Given a 12-month wait for a building 

permit and another 18 months to complete 
the build, it would take at least two-and-
a-half years to see the emergence of any 
new stock on the market. Meanwhile, the 
investor market is likely to remain very 
favourable. 

Although Martin Dreyer of D&D 
Financial Consultants has not seen a great 
deal of change in property values in the past 
three years, he has witnessed a change in 
attitude since the Rugby World Cup.  There 
has been a more positive focus and the 
market has improved as a consequence. 

“When people are happy they tend to 
spend, which is good for property as well,” 
says Dreyer, who recently bought two new 
Auckland investments.  

Apartments in the central city pay a 

return; “Yields are very good, and can be 
anywhere between 8 and 15%.  Capital gain 
is not so great though.” 

Students and city workers ensure 
demand for central city accommodation 
particularly as convenience is a major factor 
for them.  Demand and supply is therefore 
healthy.  Restrictions on apartment 
buildings are a deterrent to development, 
however.

Ninety five percent of D&D’s clients are 
investors.  This year has been a reasonably 
quiet one but the outlook for 2012 is more 
positive.  The company is seeing a return 
of investors on a weekly basis following a 
slowdown in the market. New investors are 
emerging. 

“We expect to see more people buying 

investment properties, including apartments 
in the CBD,” says Dreyer.  For investors on 
a slightly lower income, Dreyer believes 
an apartment is a good place to start.  
“Depending on size, they cost less than a 
standalone house, although banks tend to 
lend less on them than they do on houses.”

Although Auckland central’s economic 
growth over much of the last four or five 
years has been relatively soft, Gareth 
Kiernan of Infometrics Ltd reports a pick-
up in activity over the last 12 to 18 months. 
Reasonably weak economic activity 
between 2007 and 2010 impacted on the 
property market, a situation not helped by 
high property prices and interest rates. 

Six to nine months ago Kiernan 
would have been fairly optimistic about 
the city’s future. However, with his view 
now tempered by Europe’s economic 

uncertainty, he predicts Auckland will be 
negatively affected by what’s happening 
overseas, given the city economy’s 
reasonably high exposure to the financial 
and business services sectors.

Another issue for Auckland is the role 
of apartments and apartment buildings. 
The very low levels of activity are reflected 
partly by the economy and partly by the 
quality of earlier developments and their 
prices. Prices didn’t line up with quality. 
Compounding the situation is a reluctance 
by banks to lend on apartments. The loan 
to value ratios are not good. 

“There are unwilling buyers and 
unwilling lenders,” says Kiernan, who 
foresees a lack of certainty and confidence 
over the coming six to nine months.. 


