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Key points 
 
• After four strong months, residential building consents fell 12 percent in November.  Ex-

apartment consents fell 5 percent. Non-residential consents continue to trend up strongly. 
• While the decline in consents will provide some comfort to the Reserve Bank, the overall level of 

activity will remain a concern.   
• Following on from the softer GDP data late last year, the tenor of data is not printing consistently 

strong across the board, and we expect this to be borne out in data over the coming week.   
• Given the tenor of data, coupled with falls in petrol prices, and the higher NZD, we expect the 

Reserve Bank to remain on hold at its 25 January OCR Review. However, the talk is expected to 
remain tough. 

 
The headlines 
 

 Levels Monthly s.a. ch Annual % change 
Number of residential consents 
Value of residential consents 
Value of non-residential consents 

2,057 (s.a.) 
$667m 
$376m 

-11.9% 
n/a 
n/a 

2.7% 
3.7% 

-16.6% 
 
• The number of residential building consents fell 12 percent in November after four relatively 

strong months.  New dwelling consents ex-apartments fell 5 percent.  While falling in November, consent 
issuance remains high in trend terms at 2,270. 

 
• The trend value of non-residential consent issuance continues to increase, though the rate of 

growth has been easing over recent months.  Consents worth $376 million were issued in November. 
The largest increase came from office and administration buildings (up $55 million), while hostel and 
boarding houses had the largest decrease (down $35 million). 

 
• Costs per square metre looks to be stabilising.  While the three month average of costs per square 

metre (indicator of construction costs) was up 9 percent on a year ago – and is indicative of strong growth in 
construction costs (which are up 6.2 percent on a year ago in the September quarter), we note that the more 
timely three month average versus the preceding three months actually fell slightly.  While we remain coy 
about reading too much into this, we nonetheless take such stabilisation as encouraging in terms of where 
the trend for construction costs may be headed in H2 2007.   

 
Assessment and implications 
 

• Despite today’s large fall in residential building consents, both the level of consents and the 
monthly trend measure remains high.  The fall in building consents in November was largely driven by a 
significant fall in apartment consents issued and this series is extremely volatile on a monthly basis.  The 
number of dwelling consents less apartments fell by only 5 percent and represents a period on consolidation 
after four strong months of issuance.     

 

• The tenor of the data is not printing consistently strong across the board.  The Reserve Bank 
explicitly put in a rate hike in their December Monetary Policy Statement implying that if things came in as 
expected then they would hike rates in January and underpinning the Reserve Bank’s track was an explicitly 
optimistic view of growth.  With housing market data printing strongly end of last year, many saw the chance 
of a hike as certain.  However, not all data has printed consistently strong across the board.  September 
quarter GDP was far weaker than the Bank expected and with historical downward revisions, this implies a 
lower level to the Bank’s output gap calculations.  Today’s data release also illustrates this point and our 
expectation is for this theme to continue over coming weeks starting with the CPI next Wednesday.  We find 
it difficult to envisage the Bank hiking rates when there is not an overly consistent reflationary theme 
developing in the data at present and inflation expected to fall below 3 percent.  In this environment we 
expect the talk to remain tough and data provided in February (jobs, confidence, the path chosen by the 
RBA, and the NZD) to be key. 
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