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THE

GLOBALISATION OF

PROPERTY

Ashley Church

You'd be hard pressed to find anything
these days which hasn’t changed as a
result of globalisation. From the food
we eat and the clothes we wear, through
to the materials we build with - and
our industry and professions are no
exception. More and more, we're seeing
property professionals employed by
major international brands, working as

part of a truly international team.

Regardless of who you work for —
multinational, local or self-employed — it's only
getting more vital for all property professionals
to be aware of the international context in
which we all work. Only recently, for example,
we saw the Labour Party singling out Chinese
investment as a driving factor in Auckland
house pricing — an issue | was subsequently
quite outspoken on, arguing that it's
impossible to have a reasonable conversation
on foreign investment if we single out one
particular nationality rather than addressing all

overseas investment equally.

Property features in international thinking at
the highest level - you only need look at the
Trans Pacific Partnership's inclusion of a clause
specifically prohibiting the banning of foreign
investment in housing to see how entrenched
globalisation has become in the property

world.

As the world changes, so too must the
Institute. I'm committed to the idea that

the Property Institute of New Zealand can't
shut itself off from the world, and under

my leadership we'll be concentrating on
further strengthening of our international
links. In the last few months alone, I've made
a couple of visits to our colleagues at the
Australian Property Institute (API), I've signed
amemorandum of understanding with the
Royal Institute of Chartered Surveyors (RICS)
global CEO, Dr Sean Tompkins, and our
former President Blue Hancock attended the
World Association of Valuation Organisations
(WAVO) annual congress.

All of these organisations, as well as a number
of other partners like the International

| FROM THE CEQ ——

Valuation Standards Council (IVSC),
represent opportunities for the Institute to
cooperate with a like-minded body and in
doing so better serve the needs of our (and
their) members. By working together on
education, events, policy and technology we
are all collectively better placed to serve the
interests of the professions we represent.
I'd expect these relationships to deepen
further over time, and | hope you'll see
some concrete benefits coming from them

reasonably soon.

As a side note — look out for the call for
interest, in this edition of the magazine, for
the 2016 overseas study tour. This is another
great opportunity to learn from the property
sector overseas and import that knowledge
back to New Zealand, and we'd love to have

you join us.

Ashley Church

Chief Executive

0274861770

Property Institute of New Zealand @

PROPERTY PROFESSIONAL | SUMMER 2015



NEW ZEALAND

PROPERTY
PROFESSIONAL

MAGAZINE

SUMMER 2015

Contact details

Ashley Church, CEO

Property Institute of New Zealand
PO Box 5304

Lambton Quay

Wellington 6145

0800 698 258
ashley@property.org.nz

Editor
Helen Greatrex

helen@property.org.nz

Print production

and advertising enquiries
The Printroom

(04) 4731211
glenn@theprintroom.co.nz

Publisher

Property Institute of New Zealand

The Property Professional is published
quarterly and a copy goes to every member
of the Property Institute. The articles are
not peer reviewed and represent the
unaudited views of the relevant authors.

If you have any questions about the
content of an article please contact the

Editor or the relevant author.

ISSN 2253 5179 PRINT
ISSN 2253 5195 ONLINE

PROPERTY PROFESSIONAL | SUMMER 2015

10
14
20
25
28

ONTENTS

From the CEO
Ashley Church
Cover article:

The new China: big money in commercial property
Diana Clement

Feature articles

Foreign money in property: the case against
James Shaw

Foreign money in property: the case in favour
Daniel Miles

What will become of China's ghost cities?
Kenneth Rapoza

Young blood leading the Institute
Kelly Beckett

Making the most of our land: a review of the
Productivity Commission's report
Allan Smee



32
34

40

Legal and technical

Auckland Council v Mobil Decontamination Case
Nick Wilson

Practical aspects of Cook Islands rent review arbitrations:
implications for New Zealand
Bob Hawkes

Profile

Greg Ball

PROPERTY PROFESSIONAL | SUMMER 2015

3



BIG MONEY IN
COMMERC
PROPERTY

Diana Clement

China once seemed a world or light years away.

Today what’s happening in commercial property in little
known cities such as Wuhan, Ningbo or Bohai Bay can
have a direct impact on the fortunes of New Zealand's

economy and business.



Diana Clement is an Auckland-based freelance journalist. She has written property-related and personal finance features

for publications in the UK and New Zealand in her 20-year career. e: diana@wordfusion.com




— THE NEW CHINA |

While China’s growth has been stratospheric, the

country is moving to a ‘new normal’ marked by lower,

but more sustainable, economic growth.

JLL's China60: From Fast Growth To Smart
Growth research suggests that supply is
continuing unabated,' says Zhou, 'but in tier

2 and 3 cities an oversupply of office and

retail is building up and could take two to five
years to clear. The tier 1 cities such as Beijing
and Shanghai, which are benefiting from the
rebalancing of the economy, are not affected in
the same way and those benefits will eventually
filter to other parts of the country. While China's
growth has been stratospheric, the country is
moving to a 'new normal’ marked by lower, but

more sustainable, economic growth.

JLL tracks 60 top cities in China and says that
despite the economic slowdown these lower
tier cities are expected to contribute 15% of
global growth over the next decade. Cities
such as Xi'an, Guiyang and Kunming will
benefit from a shift inland in the balance of

economic activity.

Capital offshore to New Zealand

What is happening in the commercial property
market in China isn't just academic for New
Zealand, says Nick Tuffley, Chief Economist

at the ASB. When slowdowns occur, as
happened in 2015 thanks to the restructuring
of the Chinese economy and falls in consumer
demand, capital heads offshore and some of it

finds its way to New Zealand.

That is a benefit for New Zealand which needs
investment to cover its spending. ‘We need
capital from offshore to buy government
bonds to fund our deficit, to fund a portion of
the lending to (homeowners) and business,
and to put that capital directly into businesses,’
says Tuffley.

Mega experiments and trends

Growth in certain cities and hubs has been
spectacular and the Chinese government

is willing to take risks. It is unlikely Kiwis
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who don't do business with China will have
heard of Qianhai. The free trade zone was
announced in 2010 and the first projects built
by 2014 with the aim of promoting strategically
important service industries such as finance,
logistics and IT and to open up Shenzhen to
Hong Kong and abroad.

It is a test bed for the Chinese government to
liberalise its currency and carry out financial
reforms. Qianhai has proved so popular that
rents in neighbouring Shenzhen have risen,
according to the South China Morning Post,
because thousands of companies that failed
to find office accommodation in Qianhai have

moved elsewhere in Shenzhen.

One of the early projects in Qianhai was the
Enterprise Dream Park, which is modelled

on Silicon Valley. The service industry
cooperation zone, which is now four years into
development, has proven successful according

to research by Colliers International.

Risks

‘Despite the maturing market there are still
investment risks," says Zhou. 'One is low
transparency compared to overseas markets
such as Australia, New Zealand and Europe.'
There are also PR risks as the Tianjin Binhai
New Area explosion showed a few months
back. This huge explosion that killed 160
people and affected a wide area is expected to
have longer-term economic impacts related to

damage to Tianjin's image and reputation.’

There are also currency risks. Up until recently
China's one-way path to appreciation was,

for almost a decade, the icing on the cake for
foreign inbound investors buying commercial
property in China, notes Zhou. 'Currency
appreciation by itself was insufficient to build
an investment case, but was a welcome bonus

- aboost to home currency returns. Although

in most cases, the liquidity premium (the

cost of exiting from the market) would erode
most currency gains at the time of exit of the
investment for foreign institutions.' China's
devaluation in August had some consequences

for investors and may have spooked some.

What's more, not all that China touches

turns to gold, as many outside observers

must believe. Ghost cities have emerged and
showcase building has sometimes failed to
combine function with place-building. The
Zhengdong New Area and Chenggong District
in China are examples of the kind of ghost

cities that occur when this value is lacking.

There are also clouds on the horizon, thanks
to consumers keeping their hands in their

pockets and avoiding the malls. Westpac's



MNI China Consumer Sentiment Indicator
plunged by 7.2% to 109.7 in October 2015.
That was the lowest value since the survey
began in 2007. Even worse was the Business
Conditions in One Year sentiment indicator,
which fell 190.3% in the latest Westpac MNI

survey.

This, combined with stock market volatility,
led to a slower pace of corporate expansion
in the third quarter of 2015, according to
Knight Frank, commercial property agents
in New Zealand, affecting Grade A office
rents in particular. Knight Frank note that
The People's Bank of China cutting interest
rates and altering reserve requirement ratios
to boost the economy had a direct impact

on demand for Grade A offices in Beijing,

Shanghai and Guangzhou, with Hong Kong
not far behind.

As is the case almost everywhere in the world,

the growing popularity of online shopping is
affecting retail. According to Knight Frank,
prime retail rents in Beijing and Shanghai in
particular have been declining, although are

stable in some cities such as Guangzhou.

In Beijing, prime office space is selling for
USD$8,285 per square metre, with a vacancy
rate of 5.8% and a yield of 6.4%, compared

to USD$25,835 in Hong Kong, with a 1.7%
vacancy rate but a 2.8% yield. (Table 1; p8)

Likewise in the retail space, the price per
square metre was USD$11,246 for Beijing,
with a yield of 5.7%. (Table 2; p8)

Not all that China touches
turns to gold, as many
outside observers must
believe. Ghost cities have
emerged and showcase
building has sometimes
failed to combine function

with place-building.
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Domestic and foreign investors

Chinese investors who got in early have
made mega millions in the race to build the
commercial centres of China. The name
Dalian Wanda Commercial Properties comes
up again and again. The company, which has
built 99 Wanda Plaza shopping malls, grew
from a small residential real estate firm in

the 1980s to become the leader in Chinese
commercial real estate. According to Forbes,
its portfolio includes luxury hotels, theme
parks and cinemas, and it holds assets in

excess of $100 billion.

Foreign investors can and do operate in
China, despite some constraints such as not
being able to build golf courses. When China
first opened up to foreign investment in the
1990s, Hong Kong investors led the way
followed by other countries with large ethnic
Chinese populations such as Singapore, says
Zhou. Bit by bit capital began to flow in from
other parts of the world.

Foreign mega investors do operate in
China, including investment funds such as
the Blackstone's Asia property fund and
Macquarie funds such as the Macquarie
Greater China Infrastructure Fund. 'Even so
some foreign companies struggle even now
to cope with the idiosyncrasies of dealing
with Chinese bureaucracy and laws,' says

Zhou. Where domestic investors understand
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TABLE 1

. M 2]
Average prices, rents, vacancy rates and yields el

Price Rental Vacancy
City (US$ psm per Yield
(US$ psm) month) rate
Beijing $8,283 $58.2 5.8% 6.4%
Shanghai $8,885 $45.0 5.2% 6.1%
Guangzhou $5,773 $28.3 15.0% 5.9%
Hong Kong $25,835 $73.8 1.7% 2.8%
Taipei $12,789 $24.5 10.2% 2.3%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be
used to estimate average yields. They are also not directly comparable among cities due to the different
characteristics of each city.

[2] Prices and rents are calculated on gross floor areas.

Source: Knight Frank: Greater China Property Market Report Q3 2015 (note this is for prime office space)

TABLE 2
Average prices, rents, vacancy rates and yields t

City (Ug;:zm) (Us$ psFr‘r?:tearl month) Va::aiir;cy Yield
Beijing $11,246 $199.9 2.7% 5.7%
Shanghai $35,378 $266.7 7.6% 6.4%
Guangzhou $42,932 $271.0 4.2% 5.3%
Hong Kong $281,748 $705.3 7.3%% 2.4%"0
Taipei $104,085 $188.0 n/a 21%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be
used to estimate average yields. They are also not directly comparable among cities due to the different
characteristics of each city.

[2] End-2014 overall vacancy rate supplied by Rating and Valutation Department, HKSAR.

[3] Overall yield supplied by Rating and Valutation Department, HKSAR.

Source: Knight Frank (note this is for prime retail space)
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Westpac MNI China Consumer Sentiment Indicator - Event Map
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The currency devaluation, high prices and a

from abroad recently.

weakening growth outlook have dampened interest

how to push the 'leeway’, foreigners

often don't.

The currency devaluation, high prices
and a weakening growth outlook

have dampened interest from abroad
recently. The devaluation made investors
question future assumptions about cash
flows on their China investments when

converted into home currency.

This makes inbound investment into
China worthy of a careful pause, notes
Zhou. 'In limited cases new market
entrants or capital raising mandates for
China-focused funds may be delayed
until a certainty can be achieved for
managing returns and setting up

partial hedging agreements. However,
investors with China-focused mandates
will continue to look at China. Foreign
investors will likely wait and see, causing

atemporary stall in decision making." @
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FOREIGN MONEY IN PROPERTY:
THE CASE AGAINST

James Shaw

The world is awash with cheap money and the New Zealand housing market is an attractive, safe place for cautious

investors from overseas. Unfortunately, this is shutting Kiwi families out of the housing market and contributing to a

serious financial stability risk in this country.

Auckland housing crisis

New Zealand has a housing problem or, to

be more accurate, Auckland has a housing
crisis. It is now one of the 10 most expensive
cities to buy a house in, relative to income, in
the world. Auckland house prices rise over
20% every year. The average price is steadily
approaching one million dollars. I'm sure
everyone reading this magazine is familiar with

the figures.

| don't think there's a silver bullet to fix

this. What's needed is a collection of tools

to address the range of issues causing the
problem, and someone in charge who isn't
afraid to use them all. Building more affordable
homes is a no-brainer; it simply must happen.
Taxing capital gains in the same way all other
income is taxed is also an important tool

to target speculators and at the same time
encourage local and international investors
to invest in productive businesses. And so is
limiting overseas investment in the property
market.

Supply and demand

Of course, the root cause of the housing crisis
is simple supply and demand. There just aren't
enough houses in Auckland to keep up with
the rapidly growing population or the hunger
for investment properties. The government
says Auckland needs at least 13,000 new
homes every year, but only 8,700 were actually
built in the year to September 2015. We're
now into year three of the Auckland Housing
Accord, for which the target is 17,000 new
consents. We need more homes, fast, and the
most efficient way to do this is through high-
quality medium-density housing development

along key transport corridors.

But while supply in Auckland is clearly a
problem, the city's house price bubble isn't
just a supply-side problem. The affordability
problem isn't driven by owner-occupiers, it's
driven by short-term speculators and longer-
term investors. Theirs is the marginal dollar
that would go somewhere else if not into
housing.

James Shaw has been Co-leader

of the Green Party since May 2015,
and is the spokesperson on
Economic Development and on
Climate Change.

e: james.shaw@greens.org.nz
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The most salient reason
New Zealand should
have a capital gains tax is
that, without one, we've
become a beacon for
overseas investment in

the property market.

12 PROPERTY PROFESSIONAL | SUMMER 2015

Post-global financial crisis quantitative easing,
historically low interest rates, and the entry of
Russia and China into the global economy have
created a vast sea of cheap globalised capital
seeking safe harbours. According to the UK's
Conservative Party think tank, the Bow Group,
the global financial elite now numbers at least
15 million people, meaning that ‘increasing
housing supply can never bring down prices,
no matter how much public land and green
belt is turned into flats, because the demand

for investment returns is almost infinite.'

Reliable data on the extent of overseas
investment in Auckland is notoriously hard

to find, but we do know that, domestically,
over 40% of residential mortgage lending is

for investment properties, according to the
Reserve Bank. That doesn't give any reliable
indication of the scale of overseas investment,
but it does show that investors and speculators
are a key contributor to the runaway Auckland

housing market.

Capital gains tax

The Green Party is now the only remaining
voice in Parliament calling for a capital gains
tax, excluding the family home, as a tool to
address this. Outside the Beehive's walls,
of course, we're joined by the International
Monetary Fund (IMF), the Organisation for
Economic Cooperation and Development
(OECD) and many of our own country's

leading economists.

The capital gains tax debate was laid out in a
previous issue of this magazine so | won't go
into it in detail here, except to say that | think
it's an important tool that any responsible
government would use. Not just to cool
demand from speculators, but also because it
broadens the tax base and levels the playing
field between people who work for wages and
those who invest in property for income.

The most salient reason New Zealand should

have a capital gains tax is that, without



one, we've become a beacon for overseas
investment in the property market. Overseas
investment isn't inherently bad, but it would
be better to encourage investment into the
productive sectors of our economy that create

jobs and grow exports.

New Zealand an attractive option

Internationally, credit has never been this
cheap. Many of the world's largest economies
have in recent years undertaken quantitative
easing — sometimes this gets referred to as
printing money. There is a whole lot of cash
flowing around the globe. If New Zealand
wants to try to take little sips from this torrent,

we're going to end up soaked.

Picture yourself as a would-be investor,
maybe from a fast-growing economy. You've
come into some money and you're looking
for investment opportunities overseas. You
don't like what you see in the commodities
markets, because frankly, who would right
now? They're just too volatile. Bonds are safe,
but they're boring and they don't grow very
fast. And then someone tells you about New

Zealand.

New Zealand, they say, has one of the most
stable economies in the world, built on
producing high-quality food and exporting it
to ever-growing markets. Its major banks all
weathered the global financial crisis. It scores
very highly on anti-corruption indexes and

its governments change peacefully through
open elections. You take a closer look and find
that its companies are generally stable, but
often they don't grow much and don't seem to
attract much investment, which you take as a

warning sign not to invest in them.

But Auckland's residential property market
catches your eye. Twenty percent annual
growth in asset values and no capital gains
tax! Better still, record immigration seems
to promise high housing demand for the

foreseeable future.

A world-class education system is the decider
—when your young kids are university age,

maybe you'll send them to Auckland to study

Currently, the market signals are aligned to channel foreign

money into residential property in Auckland.

and they can live in the house, or one of the
houses, that you're about to buy there. Sounds
appealing, doesn't it? It doesn't take long for
you, the hypothetical investor, to be browsing
Auckland properties online and getting in

touch with real estate agents.

| do not blame these investors at all. They're
simply responding to clear market signals as
most people would. It is up to the government
to ensure that the market signals are aligned
with New Zealand's interests. The National

Government has clearly failed to do this.

Currently, the market signals are aligned

to channel foreign money into residential
property in Auckland. It's a safe haven for
investors in a turbulent world. The end result
is that when an elderly couple sells their family
home, it's increasingly unlikely that a young
family will be able to afford to buy it to live in.
| would much rather that overseas investors
were seeking out opportunities to invest in
Kiwi businesses, helping them grow jobs and
export to new markets.

Response of other countries

The UK is grappling with similar issues in its
housing market, and policy-makers there are
looking to Europe for solutions. Denmark
prohibits investors from outside the EU from
buying residential property, unless they've
lived in Denmark for five years. Finland even
restricts non-Finnish EU citizens from buying
second homes in Finland. Other countries,
such as Singapore, completely prohibit

residential property sales to non-residents.

Wider economic implications

The other side of the housing crisis is less
about families and where they live, and more
about the big picture effects of an over-inflated
housing market on the economy in general.

As has been pointed out in this magazine
previously, the fact that rents aren't rising

nearly as fast as house prices suggests that a

bubble is forming. Bubbles must burst, and
when they do, it hurts.

Reserve Bank Governor Graeme Wheeler

has said that the Auckland housing market

is a serious financial risk because 'a sharp
downturn could challenge financial stability." |
don't see a sharp downturn in the immediate
future, but then again, the almost inevitable
thing about market crashes is that people don't

see them coming.

Retaining ownership in
New Zealand

Just for the record, | couldn't care less where
the overseas money comes from. When it
comes to ownership of the strategic assets that
underpin our economy — and land is certainly
one of them — | think it's important that New

Zealanders remain the owners.

The same applies to farms. Farming is the
foundation of New Zealand's economy.

We know from KPMG that most overseas
investment is in the agricultural, energy and
real estate sectors. We also know that in the
last five years alone, farmland equal to nine
times the size of Lake Taupo has been sold to

overseas investors.

If we don't retain ownership of the strategic
building blocks of our economy, the profits of
our hard work and natural resources will end
up disappearing overseas. No-one is arguing
that we should cut off all overseas investment,
just that we should make the right choices
about where this investment goes to make sure

it's creating real benefits for New Zealand.

And no-one is arguing that we shouldn't be
building more houses to help fix the Auckland
housing crisis. But just like you need more than
one tool to build a house, we should be using
the best tools available to us to fix the housing
crisis. And one of those tools is reducing the
ability of overseas investors to outbid local first
home-buyers. A
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FOREIGN MONEY IN PROPERTY:
THE CASE IN FAVOUR

Daniel Miles

Since our financial and economic coming of age in the 1980s, New Zealand has been consistently open to foreign

investment, more so than virtually any other nation in the world. This article looks at the positive impacts of

this practice in this country.

As a country, we went from being largely
protected and closed off from the world

in the early 1980s, and from a heritage of
racial discrimination (think poll taxes on the
Chinese), to a nation raw and exposed to the

whims of global finance.

It'd be a gross misrepresentation of history

to argue that the Douglas reforms of the
1980s were without controversy at the time,
but as time has passed, the language of free
trade and modern economic orthodoxy has
increasingly dominated our politics — until
lately. Spurred by soaring house prices in the
Auckland market, New Zealanders are coming
to question the value of foreign investment in

our country and the value it brings.

Background

First off — you're reading the New Zealand
Property Professional magazine. As such, it
won't come as a surprise that we're focusing

on foreign investment in property, not general

PROPERTY PROFESSIONAL | SUMMER 2015

foreign investment. Besides, despite the
souring mood towards foreign investment in
property, few would argue that a multinational
firm opening a factory in New Zealand and
employing New Zealanders is something we

need to worry too much about.

The fears in New Zealand tend to revolve
around property and land, and it's common to
read accusations against the government of
selling the country off piecemeal — accusations
which reached new heights with the recent
Trans-Pacific Partnership (TPP) agreement and
its prevention of an outright ban on foreign
land purchases amongst TPP signatory states.
Labour added fuel to this fire by more or less
committing to ignoring that provision, and

proceeding with a ban regardless.

To lock out foreign investment would be a
mistake, and New Zealand has a lot to be
thankful for when it comes to this investment
which, far from discouraging, we should be

welcoming with open arms.

Daniel Miles is Communications
Manager for the Property
Institute of New Zealand. He has a
background working in Parliament
for both the National and Labour
parties, as well as holding
qualifications in economics and
political science.

e: daniel@property.org.nz
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If we ban foreign
investors from purchasing
land and property in

New Zealand, all we do is
remove competition for

locally-based investors

Underlying issues

James Shaw's article in this issue of the
magazine, setting out the Green Party's case
against foreign investment, refers a lot to the
underlying issues in the property market which
make residential property an overwhelmingly
attractive investment in comparison to other
things — mostly the tax incentives for capital
gains.

He's quite right that these underlying
structural issues in the economy need
addressing if we're to deal with the spiralling
cost of Auckland housing — but quite wrong

that foreign investment plays into this.

Fix the problem, not what looks like
the problem

New Zealand public policy has a troubling
tendency to skirt around issues rather than
approach them directly. We've discussed

both the Auckland property market and

capital gains taxation respectively in depth

in the last two editions of this magazine. The
evidence suggests that Auckland's price issues
are somewhat to do with undersupply, and
primarily to do with demand to invest in a

capital gain generating asset.

Laid out like that, the answer seems simple

— enable more housing to be built, while
simultaneously making residential property a
less attractive investment. Removing overseas
investors from the equation at first glance
feels like it should work, but it fundamentally

doesn't address the actual problem.
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New Zealanders aren't dumb. We recognise
an opportunity when we see it, and if a
combination of our property market and

our tax system allows us to pull in unusually
high returns while also minimising our tax
burden — well, people are going to do it.
Added competition from foreign investors
may have a marginal impact on pricing — a fact
acknowledged at the Institute's recent keynote
address by Ron Hoy Fong in Auckland - but
there's more than enough money and appetite
for investment in New Zealand already to
escalate pricing to unsustainable levels solely

due to the underlying issues.

If we ban foreign investors from purchasing
land and property in New Zealand, all we

do is remove competition for locally-based
investors. The same problem as before
continues unabated, but local investors are
freed from overseas competition. There's
simply no evidence to suggest that eliminating
overseas investors will have any impact on

pricing whatsoever.

Labour's Te Atatu MP Phil Twyford tried to
make the argument that offshore Chinese
investors made up a major part of Auckland's
house purchases on the basis that 39.5%

of sales transacted in data leaked from
Barfoot & Thompson went to buyers with
Asian sounding surnames (which would,
obviously, also include the aforementioned
third generation Kiwi investor Ron Hoy Fong).
In response, Peter Thompson of Barfoots
estimated that around 5-8% of sales went to
non-resident Asian buyers. The fact is that
we simply don't know what the numbers

are in reality — but does it really matter? Is it
really plausible to suggest that local investors
are being outbid by hundreds of thousands
at each auction? It seems much more likely
that at best, a foreign investor winning at
auction is only just edging out a locally-based
investor, and thus having only a marginal

impact on the price.

So we need to look at what our goal is. If
we don't mind unsustainable pricing in the
Auckland market, and only care about keeping

those profits within New Zealand, then barring
foreign investment will achieve that. If we want
to solve the actual problem though, we need

to approach it directly rather than taking short-

term measures based on knee-jerk reactions.

Investors are vital

Let's not forget that property investors fulfil

an absolutely vital role in the economy, and
there's absolutely nothing wrong with property
as an investment. Not everyone can afford

to buy a house, not everyone wants to buy a
house, and some people commute between
cities and need more than one house. It's

not realistic or desirable to eliminate renting,
and we should welcome investors willing to
provide that service to New Zealanders —

regardless of where they live.

At the same time that eliminating foreign
investors would help out local investors by
lowering competition for properties, it'll also
reduce the number of players in the rental
market. So the same logic which says we might
make properties cheaper for New Zealanders
to buy, says all we might really achieve is
making properties more expensive for