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Contentious?



Published the same day…..

So not contentious at all then really….



Housing: Core of the problem

• Are we in a Bubble? 
• Mean household income (2013 census) $76,500.

• @500,000 dwellings 

• Mean house price in Auckland around $920,000

• $450bn notional housing value of the city

• Complete (almost) decoupling of household incomes and housing asset values

• NASDAQ definition:

“Market phenomenon characterized by surges in asset prices to levels 
significantly above the fundamental value of that asset. Bubbles are often 
hard to detect in real time because there is disagreement over the 
fundamental value of the asset”   

Thought experiment: What constitutes a ‘good’ single or joint salary?

What multiple of income should a house be?



In short…..

• Auckland is Bubble City



Implications

• Entropy (value) of house pricing in the market place ignored 
because of ‘special circumstances’ – before ultimate 
correction 

• Common features of all bubbles:-

• Everyone who profits says it is different this time

• All bubbles burst – question is how violently



Governmental reaction

• Denial and minimal intervention

• 2016/17 admission of problem

• More land! More land!!

• SHAs announced to drive numbers

• Auckland Unitary Plan (2015) assumes the city 
needs an additional 420,000 dwellings by 2045. 

• Target is 14,000 per year for 30 years. 



Increasing Output

• Gap is huge

• AKL last year: 10000 consents, 7000 completions.



Wrong houses are built

Bedrooms per dwelling in Auckland 2001-2013 (StatsNZ, Census 2013)



The Mismatch

• Needs are high – twice our current level of output

• Our ability to deliver is finite

• Investment low, risk high

• Housing is largely small companies

• Reliance on the market to service a societal need

• Markets operate at an optimal level for themselves – not society 

• We talk “affordability” – but affordable to Whom?

• Individual commissioners of housing are core to the market – but 
they act individually.

• We build more 4-5 bed houses than 2-3 bed houses as a result



The Bottom Line
• Technology is static – the techniques we use today 

would be recognised by tradies of a century ago

• More land ≠ more houses

• Housing is bespoke – whole new supply chain

• NZ scale is tiny  - Scale we have subdivided by 
bespoke design

• Mass production is non-existent

• Standardisation is limited

• To double output implies doubling staffing and 
supervision

• Expansion of production for societal good requires 
industry to bear the costs and the risks.
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Strategic Research Area 6

Developing a healthy, 
coherent, well-
functioning construction 
sector in terms of its 
levels of innovation, 
people, processes and 
technology.



Where next?
• A choice has to be made

• Make a noise

• Make a Difference

• You decide.


