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Mind the gap – NZ housing shortfall a little bit smaller 

• NZ’s cumulative housing shortage declined as expected over the past year.  But more of this shift came from 
Auckland than we had expected, while housing shortages outside of Auckland fell by less than expected.  

• We believe Auckland and NZ’s cumulative housing shortfall will be met in around 12 months’ time.   

• This suggests that high rates of construction activity cannot be sustained beyond 2022 without a very strong 
recovery in net migration and population growth.  

Summary & implications  
The NZ housing market has been severely undersupplied since 2015, while Auckland’s shortfall extends back a decade, 

to 2011.  However, we expect the shortfall will be met around late 2022, with the housing sector potentially shifting 

from shortfall to surplus over 2023.  The COVID-19 pandemic resulted in the unprecedented move of NZ closing its 

international border – the cap on arrivals turned the net migration tap off for the past 18 months and has allowed the 

building sector to finally catch up.  However, housing construction is now running at extremely high levels and these 

levels cannot be sustained without a large and sharp recovery in net migration over 2022 and 2023.  Once the NZ 

border restrictions are relaxed and home isolation of international arrivals is allowed, indicators to watch over the 

coming year are StatsNZ permanent and long-term arrivals estimates, rents and land prices for signs the balance of 

the housing market is shifting from shortfall to surplus.  We will discuss the implications on house prices in a 

forthcoming note.  

NZ’s housing shortage reduced thanks to COVID-19 
The NZ housing market has been severely undersupplied since 2015, with the pace of house building struggling to 

keep up with strong population growth due to very high rates of net migration in recent years. However, the COVID-

19 pandemic offered a unique opportunity for housing construction to catch up.  The closure of NZ’s international 

border in March 2020 saw NZ’s population growth slow to a 

trickle, capped by the number of arrivals who can secure spots 

in MIQ.  Meanwhile, house building demand continued to 

climb with per-capita residential building consents reaching 

the highest levels since 1973.  With new dwelling completions 

now outstripping new household formation, NZ was able to 

finally able to materially reduce its cumulative housing 

shortage over the past year.  As we predicted early in 2021, 

NZ’s cumulative housing shortage shrunk from around 60,000-

65,000 in June 2020, to 40,000-45,000 in June 2021.   We 

forecast this shortage will fall to around 20,000 dwellings by 

June 2022 and the shortfall is likely to become a surplus over 

2023 (i.e. there will be more dwellings than households 

assuming an average household size of 2.6 people).  
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Auckland population falls, driving faster decline in housing shortage 
Recently updated regional population estimates 

from StatsNZ (June year 2021) revealed large shifts 

in internal migration with strong population growth 

in the regions over the past year, while Auckland 

recorded a decline in its population.  NZ’s closed 

international border has choked off population 

growth into Auckland and, coupled with very high 

rates of housing construction, has allowed the 

Auckland housing shortage to reduce at a faster 

pace than we expected. The fall in the housing 

shortage has been nationwide, but over the year to 

June 2021 this fall has been larger than we had 

expected in Auckland (with the decline in the 

shortage smaller than expected outside of 

Auckland).   

We believe Auckland is still undersupplied by around 20,000 houses as at June 2021, but this shortage will likely drop 

to under 10,000 by June 2022 and to zero at some point in late-2022.  Auckland’s shortage has been accumulating 

since 2011 and the city needs a number of years of annual new builds exceeding population growth to correct this 

shortage. Furthermore, we believe housing consent figures alone likely overstate the growth in Auckland’s housing 

supply as there has been increased brown-field development where a number of townhouses or apartments are 

replacing existing dwellings that have been demolished or removed.  Furthermore, construction delays due to 

shortages of materials and labour may also lead to lower completion rates over the coming year.  

Nonetheless, Auckland is likely very close to having its shortage met – this could happen in 2022 depending on the 

region’s population growth and the completion rate of new building consents.  This presents the growing risk that 

Auckland could become over supplied with housing in 2023.   Whether this happens, or not, largely depends on how 

quickly NZ’s international border opens up over 2022 to permanent and long-term arrivals and how strong the 

recovery in net migration is over 2022.  We are assuming a fairly conservative and gradual pick-up in net migration, so 

there is scope for population growth to exceed our forecasts – in which case the construction cycle would cool down 

at a more gradual pace than we currently anticipate. 

Rest of country to also see a large reduction in shortage over coming year 
What started as an Auckland housing shortage a decade ago has become an NZ-wide shortage.  While Auckland has 

made great progress in closing the gap, the decline in the shortage throughout the rest of the country was modest 

over the past year given the strong shift in internal migration from Auckland to the regions.   

Home building demand is at very high levels right across the country.  Going forward, recent policy changes should 

help encourage a further lift in supply and we forecast a wide-spread reduction in the housing shortage that has 

accumulated across NZ.  In particular, the Government’s proposal to make new builds exempt from tax changes to 

rentals has anecdotally increased demand for new builds.  Shortly after the tax changes were announced, developers 

reported an increase in investor interest to buy off-the-plan.   

Meanwhile, the proposed Resource Management Amendment Bill, which will enable more higher density 

developments to take place, will help land-locked cities such as Wellington reduce its own housing crisis which has 

become acute in recent years.  With this Bill not coming into force until August 2022 (and some elements in 2023), 

there is some risk it could see housing construction output hold up for longer than needed to close the supply gap.  

But we believe that if developers see housing demand soften and house price growth slow over the first half of next 

year, then construction demand will likely follow suit.  

While it may be a bit late for this cycle, in future cycles of strong population growth the Resource Management 
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Amendment Bill will allow for a more rapid supply response and for dense housing construction in areas that are 

closer to CBD and transport networks and that have been previously blocked by powerful/active NIMBY’s.  The Bill will 

enable more households live where they want to, closer to work and amenities rather than have large numbers of city 

workers commute from far-flung suburbs which simply happen to have the green-field space to develop densely.  The 

policy change should enable a faster supply response in future and prevent housing shortages developing to the same 

extent again.  

Construction sector outlook hinges in net migration over 2022 and 2023 
The outlook for the building sector over the second half of 2022 and beyond largely depends on how quickly net 

migration lifts over 2022.  However, this remains difficult to predict at this juncture, as there remains a large degree of 

uncertainty around how quickly NZ’s international border can open, the relative economic performance of the NZ 

economy vs. Australia and the rest of the world and how the pandemic may evolve over 2022.  StatsNZ’s estimates of 

net migration will be closely watched – however, due to the removal of international departure cards, the reliability 

and timeliness of these estimates have unfortunately been reduced.  Given the unprecedented nature of the COVID-

19 pandemic and the pent-up demand for international travel to visit friends and family, StatsNZ will have more 

difficulty than usual modelling the number of 

international departures which are likely to be 

short-term vs which are likely to be for longer for a 

year.  We may not know the true level of long-term 

departures and hence net migration over 2022 

until a year after the fact.   This will also present 

challenges in precisely estimating when the 

housing shortfall gap is likely to close.  In this case, 

the best data to monitor are price signals – in 

particular, a softening in rents would give an 

indication that the housing market has shifted into 

surplus.  Likewise, a softening in house prices and 

land sale prices would signal reduced developer 

appetite for new builds.  
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Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant 
that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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