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I'm not sure about you, but | don't know anyone who hasn't had an exhausting year. The
market has been so active new levels of patience have been required when dedling with
vauers, banks, councils, builders etc., as the volumes of work are beyond the capabilities
of many systems.

Our turnover has doubled as have our property managements, and at times it ishard to
promise that sanity prevails. However, abreak beckons usal and will be much enjoyed

I'm sure, ready for 2004.

M arket Comment

In true "tall poppy knocking" fashion, the media from October started to look for reasons
to burst the housing market bubble, stating (Press Oct 15) "Growth Set to Sow™ and
(Press Oct 21) "House Market Smmers Down". By the end of October it was evident that
September's figures, where the median figures had remained unchanged from Augug,

had led some to conclude that the market had gone into a consolidation period. However,
according to our REINZ President, Graeme Woodley "...this month (Odober) it is clear
prices, especidly in some regions, are moving ahead ill."

Over the last year (October '02 to October '03) the nationa median prices for resdentia
housing were up by 20.7% overall. Southland caught up an incredible 71.7%,
Nelson/Marlborough 48.2% and thirdly Otago 43.1%. Canterbury/Westland rose 20.1%,
whereas Christchurch recorded a 29% rise (REINZ gtats). With 10,923 dwellings sold in
New Zedand in October, sales rose an incredible 15.6% from ayear ago (BNZ Wesekly
Overview Nov 20).

Properties that were put on the market in October, took an average of 24 daysto sl
compared with 31 days ayear ago (REINZ stats).

By the end of October the signs were evident that the market wasn't dowing - at least not
yet. "Property Boom Spurs Confidence” (Press Oct 28) quoted the ASB Bank's
September Investor Confidence Survey that 17% of respondents expected better returns
for investments (including property) next year, up from 10% in the three months to June.

The bounce up from September to October figures, with the national median house price
risng 5.6%, put paid to any expectation of things sarting to dow.

Various economists we follow have repeatedly said that the housing market was good for
another 12- 15 months (was 18 months, back in August/September) and as we have seen,
it s;emsto be lead by the South Idand with Auckland (17%) and Wélington (18%)
holding the South Idand figures back to the nationa median of 20.7%.

Aswe move on from here, there has been speculation that due to the "new house"
demands not physicaly being able to be met for many months yet, the norma



equilibrium that occurs when supply eventualy meets demand will not happen for 12
months or s0. When this does happen it will beinteresting to seeif equilibrium requiresa
correction downwards after the prolonged fervour.

The positive factorsin our market that are dill driving our housing price rises include;
under supply, strong net migration, firm labour markets, investor demand from the baby-
boomers, still low interest rates, world economies improving, commodity prices rising,
and business expectations up.

(BNZ Weekly Update Nov 20).

Economists are not picking acorrection till late 2004 or early 2005. Infact, predictions of
afurther 7- 13% increase (PMI Mortgage Insurance and Infometrics) and 10 -15% (Tony
Alexander - BNZ) should have us looking forward to another good year.

Persondly, my optimism comes from demographics and cod face trends but | tend to
believe 2004 will be alittle dower than 2003 but Hill buoyant (around 11%0). Inevitably,
asit usualy does, the market will go too far and have a correction towards 2005 (BNZ
Weekly Review Nov 20) as mentioned above.

Therefore in conclusion, mid to late 2004 is a good opportunity to off-load, then wait for
the correction back towards the long term trend line that property growth seemsto have.
Thisis then the time to re-enter the market to enjoy the equilibrium, until the next time.

Thisyear we have caught up on anumber of years of missed growth, next year we may
well over-do it. Watich for the early Sgns of dowing: interest rates up, salestaking
longer, rentds stabilisng, other investment forms taking off, net migration changes etc.
Sl then if you have amind to, or as aways, hold for thelong term.

Have a great break, see you next year.



