Council asks deuvelopers to convert inner-city buildings

Inner-city Wellington buildings could be turned into social
housing and affordable apartments in a new approach to tackling
the city's housing shortage.

The city council is asking developers to do this as a way to
help solve the shortfall, and is also urging community housing
providers to conuert existing under-utilised buildings.

Deputy Mayor Paul Eagle, the housing portfolio leader, said the
city was constrained in its ability to grow out so needed to grow
up, and that meant greater intensification in the inner city,

The approach is similar to the recent retrofitting of buildings by
deuvelopers into hotels or student accommodation.

The council would lease the buildings itself for 15 to 20 years
and act as landlord. It would make one-stop-shop consenting
available for the project.

Eagle said he expected the plan would pay for itself over the
lifetime of the project.

Community housing providers could manage the tenancies for
social housing and seek to access income related rent support
to help people into homes, he said.

“Costs will be dependent on the number of housing units we
can get developed under the initiative. But it is expected that
the housing prouided will be cost neutral for ratepayers in the
long term, as building owners will pay for the refurbishment and
tenants will pay for rents.”

Mayor Justin Lester said housing was the biggest issue facing
the city and bold action needed to be taken.

‘That's why we're looking at a new way of providing homes in
the central city.”

Lester, who was speaking at the Community Housing Association
annual conference on Wednesday, said he expected some of the
apartments would be social housing managed by community
housing providers, while others would be affordable rentals
targeted at the lower end of the market.

“We will be able to retrofit existing inner-city buildings and turn
them into warm, safe, dry apartments.”

The council would be requesting proposals from deuvelopers
later this year,

“We'll provide more housing options for people who need it, and
add vibrancy to our central city.”
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The apartments would also address the relatively low quality
of much of the private rental stock.

‘We'llbe the only councilin the country proactively adding warm,
dry, affordable rentals for people in the private market, as well
as further increasing the supply of social housing.”

Wellington developer and engineer Maurice Clark, who has
converted four buildings in the city into student accommodation,
said it was a good move,

Conuerting into apartments could be tricky, but was generally
doable, he said. He would consider taking up the council’s offer.

However, developers would require certainty of rent, he said.
“Affordable and social can be done if someone can guarantee
tenants.”

Property investor Alex Cassels, whois currently converting the
Sharp building in Taranaki St into 42 apartments, said he would
be interested if the right opportunity presented itself.

Developers would be looking for long-term leases and the
guarantee of income, he said.

There was ‘reasonable” stock in the city for conversions,
particularly in Te Aro, which he believed would be popular with
young people and families,

Wellington Chamber of Commerce chief executive John Milford
said for investors it would be a numbers game.,

He was encouraged by the adaptation of the student model that
was already in place.

“The factis we need more accommodation for students, families
and people who want to work in the city. I applaud the council
for coming up with an option to meet the potential need.”

Anna Mooney from Wellington Renters United praised the
council for taking positive action to help alleviate the housing
crisis, because action from the central gouernment to solue it
was lacking, she said.

‘This injection of affordable rental properties into the market will
relieve some of the stress of housing shortages in Wellington,”
Mooney said.

‘Howeuver, there still remains an urgent need to improve the
quality of the existing rental housing
stock, ideally through the introduction
of a universal rental warrant of fitness.”
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Nationwide values remain flat according to the latest QU house price index

Average Value of Housing Stock - Wellington

Current Value

Porirua $510,853
Upper Hutt $445,632
Lower Hutt $503,286

Wellington City $724,176

Annual and Quarterly Value Change - Wellington

Guarterly Change
Annual Change 105,416
Since Peak Change ~ §146.530 2.

April 2017
3 months 12 months Since Peak
5.5% 24% 34%
2.8% 27% 27%
4.3% 25% 28%
31% 21% 36%

This nationwide picture is largely influenced by weakening
values in Auckland, Hamilton and Tauranga. In much of the rest
of the country there has been a slight slowdown in the rate of
increase.

We continue to expect values to rebound, potentially after the
election in September. However the rate of increase in values if
and when this rebound occurs will likely be significantly slower
than we have seen for the past few years.

Nationwide sales volumes continue their downward slide, a
trend that started a year ago. March bounced up both seasonally
and in response to a brief surge in demand in late February and
early March. April had Easter and ANZAC day in close proximity
which will have led to many people taking extended holidays,
likely impacting house sales activity,

The slowdown in sales activity is particularly evident in Auckland
which over the past three monthsis over 30% down on the same
time last year. While the impact of the slowdown lessens as you
movue south, it is nevertheless nationwide,

This slowing sales activity follows the drop in demand we have
seen, and falling sales activity usually means less upward price
pressure,

Buyer demand in Wellington climbed strongly throughout 2016
and up until March 2017, This then sagged in the weeks before
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the Easter and ANZAC weekends and has not really bounced
back since. While back to around the same level as this time last
year, it will be noticeably less than much of the past 12 months.

Thefirst month of Q2 suggests thatinvestor activity has bounced
back again.

First home buyers remain very active in the Wellington market,
especially outside Wellington City.

Movers continue to be less active, falling from a 25% share of
salesin 2015 to 21% in Q2.

Wellington's rate of value increase hasn't changed in recent
months, still increasing at around 4% per quarter and 21%
annually,

However that is slower than the 6% to 7% quarterly growth
during parts of 2016.

Porirua and Lower Hutt are still rising fastest over the past three
months, while the previously fastest growing Upper Hutt has
slowed recently to only 2.8% over the past three months,

- Core Logic




property
=\ asking price

The average asking price is calculated by taking every residential listing’s indicated asking price and dividing
it by the total number of properties.

Northland

Coromandel
$544,370 $682,157
Vv -3.7% Vv -4.6%
Auckland Bay of Plenty
$962,196 $600,023
0.9% A Vv -2.4%
Waikato
$522,097
Vv -3.7%
Central North Island
$439,090
2.3% A
Taranaki
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Vv -5.8%
Nelson
$54_57’gs/)3 Gisborne
v =7.4% $315,480
- o,
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$8175,285°/9 Manawatu/Wanganui
V280 $327,422
Otago 2.8% A
$379°’929 Wairarapa
DI $395,484
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$267,697
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$572,266
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Marlborough
$480,275
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Canterbury
$496,715
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Price change
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Decrease Increase

Asking prices for new listing calculated as seasonally adjusted prices using X12 ARIMA methodology.
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Ol new listings

New property listings for May 2017 9,860
Compared to May 2016 2.2%

New listings are properties that have been added to realestate.co.nz during the month. This is compared to

the number of new listings in the same month in the previous year.

Northland
408

8.5% A

Auckland
3,690
7.8% A

Waikato
701
Vv -6.2%

Central North Island
123
Vv -3.9%

Taranaki
274
18.6% A

Nelson
173
0.8% A

West Coast
64
1.6% A

Central Otago/Lakes
144
v -7.1%

Otago
307
Vv -2.5%

Southland
215
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Actual data of new listings.

Listing change

“ 4 >20%

Coromandel
110
Vv -0.9%

Bay of Plenty
607
Vv -15.0%

Gisborne
73
4.3% A

Hawkes Bay
289
1.0% A

Manawatu/Wanganui
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