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Canterbury’s Housing Supply Crusade a Recipe for 
Auckland’s Blues?  

• House price inflation in Canterbury has tracked below most other regions over the past 10 years. Houses in 

Canterbury are consequently much more affordable than elsewhere.  

• We perform an Auckland vs. Canterbury case study to investigate why this might be the case. 

• With demand conditions similar, we find Canterbury’s strong supply response to be the most likely driver.  

The newspapers are awash with stories of the housing boom. Amongst the various drivers at play, the stimulatory 

effect of falling interest rates tends to come up a lot. But we don’t believe it’s all about interest rates. Otherwise all 

economies with rock-bottom interest rates would be experiencing housing booms, and all regions of New Zealand – 

facing identical interest rates – would experience the same ‘amount of boom’.  

This brings us to the curious case of Canterbury. House price appreciation in Canterbury has lagged the rest of the 

country for some time. And despite the expectation of some post-COVID “catch up”, house prices in Canterbury have 

continued to rise at a slower rate than the national average. Houses are consequently much more affordable in 

Canterbury than elsewhere. In this note, we dig into what might be behind this relative stability. In the spirit of the 

great rugby rivalry, we’ve done so via an Auckland vs. Canterbury case study. 

The median house price in Auckland, at $1,000,000, is now roughly double that of Canterbury’s $510,000. In trying to 

explain this gap, we find Auckland’s slightly stronger growth performance over the past six years might be a factor. 

But with population growth and general demand-side factors similar in both regions, the flexibility of the supply side 

stands out as the most likely key driver. The post-earthquakes housing crisis in Christchurch saw vast tracts of land 

opened up for residential development, and this had a material effect in stabilising Canterbury house prices and rents 

in the years that followed. 

The implication is that measures to boost housing supply can have a long-lasting impact on house price inflation 

trends. Auckland is currently in the midst of a residential construction boom, but this is really only correcting years of 

under-building. That is, we’re not sure the supply response will be large enough, especially if inward migration restarts 

sometime next year. Still, the Canterbury experience suggests that more housing supply coming onstream will 

eventually stabilise Auckland house prices, but that looks more like a story for 2022 than next year.  

We continue to expect nation-wide house price inflation to maintain a double-digit pace for most of 2021, before a 

slowdown kicks in from 2022.  
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More Bang for Your Buck 

The median house price in Auckland, at $1,000,000, is now 

roughly double that of Canterbury’s $510,000. Auckland 

house prices have always exceeded those of Canterbury, but 

the past few years have seen the pace of this divergence 

increase (chart opposite). Indeed, Canterbury has recorded 

the lowest pace of house price appreciation in the country 

over the past ten years. The most notable patch of 

underperformance was the past six years.  

Houses are consequently much more affordable in Canterbury 

(“less unaffordable” might be more correct). On the basis of 

our house price to income calculations, houses in Canterbury 

are the second most affordable in the country, after 

Southland. The Canterbury house price to income ratio is 

currently around 5.5. This is hardly “cheap” – a ratio north 

of 5.1 is rated as “severely unaffordable” by the 

Demographia International Housing Affordability Survey. 

But 5.1 still compares favourably to the national average of 

7.5 and Auckland’s 9.5. If our house price forecasts are 

correct, Auckland house prices will soon exceed ten times 

median incomes (chart below). Demographia’s latest 

affordability survey shows that only three out of 92 major 

global housing markets currently have house price to 

income ratios above 10.0 (Sydney at 11, Vancouver at 11.9, 

and Hong Kong at 20.8).   

So, is the relative appeal of Auckland as a place to live really 

that great to justify paying such a premium? If not, why does 

such a large house price gap exist?  

It’s worth noting that there is some international precedent for 

such a wide gap in house prices between a country’s two 

largest cities. In Australia, Sydney house prices are ‘only’ 

around 1.3 times the next largest main centre, Melbourne. 

However, in both Canada and the UK, other markets we 

frequently benchmark ourselves against, this differential is 

similar or even larger than the Auckland/Canterbury ratio. 

Toronto house prices are around 1.9 times those of 

Montreal’s, while London house prices are a whopping 2½ 

times those in the UK’s second largest city, Manchester. The implication is that regional house price divergences can 

be sustained for long periods of time.   

A Tale of Two Cities 

Below, we take a look at a few factors that might help explain relative house price differences to try and shed some 

light on the Auckland vs. Canterbury experience. 

First, relative economic performance.  
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Auckland takes this one, at least over the period of interest 

that we established above (post 2014). Average per-capita 

GDP growth and average employment growth in Auckland 

have exceeded that of Canterbury since 2014 (average GDP 

growth of 4.5% for Auckland, 3.5% for Canterbury, average 

employment growth of 3.2% for Auckland and 2.2% for 

Canterbury).  

This might explain a small part of Auckland’s house price 

outperformance. However, we don’t think it’s a major driver 

in this case. The macroeconomic differences are not 

particularly large and they’re also very time-period sensitive. 

Over the period in question, the growth impulse from the 

Canterbury rebuilt was tapering down which perhaps unfairly 

penalises Canterbury in the growth statistics above.  

What’s more, these modest differences in macro outcomes 

haven’t led to any long-lasting divergence in population 

growth. This is one of the key demand-side drivers of long-

run house price growth. Our sense is that Auckland’s house 

price premium is often justified by the mantra: “that’s where 

all the population growth is”. But the numbers don’t quite 

bear that out. Average population growth in Auckland over 

the past 10 years has been 1.7% p.a. In Canterbury it’s been 

1.3%. And if you look at the past six years population growth 

in the two regions has been identical at 2.0% p.a.  

It’s the two regions’ ability to house their growing populations that the differences become more apparent.  

The destruction of vast swathes of the Christchurch housing stock by the earthquakes gave rise to a shortage of 

homes and consequent steep rises in rents and house prices. New housing supply was initially held up by arguments 

about where and how much housing supply should be released, and by delays in processing consents. Eventually, 

affordability and homelessness worsened to crisis point, triggering action. The Land Use Recovery Plan took effect in 

late 2013 and paved the way for increased land use intensification, large scale residential development of greenfields 

and brownfields areas, and changes in zoning, district plans, and Council planning requirements.  

The net result was vast tracts of land were released for housing development, mainly in the north and south-west of 

the city. Land supply initially planned to be released over decades was front-loaded. This of course created new 

challenges in terms of infrastructure and transport, but there were benefits in terms of facilitating an increase in 

housing supply to meet the excess demand. Twelve to eighteen months later Canterbury house prices and rents 
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began to stabilise.   

Regional housing balances are a tricky thing to estimate, but it does seem clear that the housing shortage in 

Canterbury is now much less acute than Auckland. Our rough estimates suggest Auckland is currently short of around 

30,000 houses, or around 5% of its required dwelling stock. The estimate for Canterbury is much less at around 1.5% 

of the required dwelling stock. Given the wide error bands of these estimates, that is close enough to being “in 

balance”.  

Relative differences in rents tends to confirm the picture of Canterbury’s more compelling supply side response. The 

average annual rent increase in Canterbury over the past 10 years has been 3.3%. In Auckland the average increase 

over the same period has been 4%. As the chart above shows, average new rents in Canterbury are barely higher now 

than where they were in 2014. 

What do we take from all of this? 
First, measures to increase housing supply can have a material impact on long-run house price trends. This is 

unsurprising of course, but the Canterbury experience appears to be proof of such. Indeed, we suspect differences in 

the supply side is the key reason houses prices in Canterbury have risen at a slower rate than Auckland over the past 

six years. Demand conditions in both markets have been very similar. Both regions face identical mortgage rates and 

broadly similar rates of population growth.  

Second, it won’t happen overnight, but it will happen. It was several years before rebuilding in Canterbury began to 

stabilise house prices and rents. Auckland residential building activity has certainly been booming recently, leading to 

an expectation in some quarters of an imminent cooling effect on Auckland house prices. We’re not so sure. The surge 

in residential building activity in recent years has 

been impressive, but adjusting for population 

shows dwelling consents are still running below 

that of the 2003/04 building boom (chart 

opposite). What’s more, this lift in Auckland 

building is really just correcting the previous 

decade’s “under-build”. The fact that real estate 

listings are still so low is proof that booming 

construction activity is yet to really impact the 

market.  

However, the Canterbury experience does point to 

rising supply working to cool prices eventually. Our 

rough assumption is that it will be another 12 

months or so before we start to see this play out in 

Auckland. This is implicit in our house price forecasts which call for a slowing in Auckland house price inflation from 

around the start of 2022.  
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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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