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THE NEW ZEALAND RETIREMENT VILLAGE SECTOR
Over the last decade, as part of ANZ's support for the Retirement Villages
Association of New Zealand ("RVA"), we have surveyed RVA members annually
to understand the mood and direction of the sector.
We've asked RVA members a range of questions, including some from previous
years to measure sentiment over time, as well as some new questions to capture
current and emerging issues or trends. One key area we've put the spotlight on
this year was sustainability, as this has been an increasingly important focus in
many other sectors.
As always, while the overall findings are shared, individual responses are kept
confidential. We hope you find the report relevant and that it helps guide some
of your strategic thinking. If you have any questions, please do not hesitate to
contact me at Richard.Hinchliffe@anz.com
Richard Hinchliffe
Director Sector Strategies & Sustainable Finance
ANZ New Zealand
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INTRODUCTION
Could there be a more contrasting period in which to conduct this year’s
ANZ retirement village survey?
Last year’s survey was carried out when the business cycle was peaking and confidence in the economy and the sector was
strong. Fast forward twelve months and we're now experiencing rising interest rates, inflation (creating pricing challenges for
suppliers and buyers), a slowing economy, geopolitical issues, and lower housing market activity.
Given this backdrop, it’s not surprising that this year’s survey shows village operators are pessimistic about the economy over
the next 12 months - 64% of operators are pessimistic compared with 5% in 2021.
However, when it comes to looking at sentiment for the retirement village sector, pessimism is lower with 25% feeling
pessimistic for the next 12 months. Interestingly, and importantly given the sector is long term in nature, only 11% of operators
expressed pessimism about the sector over the next 3 years and 62% were optimistic.
With continued long term optimism for the sector, it's appropriate to look deeper into the industry’s issues and focus.
Perhaps not surprisingly, the survey shows the sector feels confident in things it can control, and less confident around issues
it can't. For example, operators are confident in their ability to increase community engagement, building more product,
increasing social media activity and putting more care into the village.
In contrast, the issues tend to be things that are outside their control including escalating construction costs, higher wage
demands, and the state of the housing market.
Given the increasing focus on climate change and transitioning to a net-zero economy, we wanted to ask more questions
around sustainability. The survey results suggest some operators have started their sustainability journey (for example,
23% plan to construct a green building in the next two years), but there remains a significant group who are still exploring
the subject with 92% of respondees reporting that they don't know their carbon footprint.
In summary, the sector is undoubtedly facing some potentially significant headwinds.1 At the time of writing this report,
interest rates are forecast to rise to over 4% and Reserve Banks around the world are trying to dampen consumer demand.
While it's been a long time since the sector has faced challenges like these, it would appear operators feel the headwinds will
only have a short term impact. The expectation is that the demographic profile and New Zealand’s strong retirement living
proposition will help the sector navigate these obstacles.
1

T o help operators keep up to date with trends in the New Zealand and global economies and their potential implications for the sector, ANZ’s
economics team publishes regular updates and analysis. To read more and subscribe, visit anz.co.nz/about-us/economic-markets-research.
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1. TAKING THE PULSE OF THE INDUSTRY
EXPECTATIONS FOR THE ECONOMY: NOT GOOD
Looking at the 2021 survey responses, the impacts of the Covid-19 pandemic didn't hurt the sector’s confidence in the
economy. However, fast forward 12 months and we have seen a meaningful shift in sentiment for the New Zealand economy
over the short term.
NZ ECONOMY OVER THE NEXT 12 MONTHS
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It would appear inflation, supply chain issues, closed borders and labour/wage issues are driving concerns for the economy in
the short term.
Confidence in the economy over the next three years has also fallen, compared with previous surveys. While not a material change,
it does show ongoing concerns within the sector about the impact of factors such rising inflation and interest rates. The key
question will be whether this fall in confidence about the economy ultimately results in a fall in confidence about the sector.

NZ ECONOMY OVER THE NEXT THREE YEARS
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EXPECTATIONS FOR THE SECTOR: SHORT TERM CONCERN, LONGER TERM OPTIMISM
PERFORMANCE EXPECTATIONS FOR THE SECTOR OVER THE NEXT 12 MONTHS
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Sentiment in the sector is changing, particularly when it comes to the short term outlook. We're seeing a less positive
sentiment and perhaps more importantly, the level of pessimism for the next 12 months (25%) is higher than in any of our
previous surveys. It will be interesting to see how this plays out in investment decisions.
Looking at expectations for the next three years we see optimism recover and critically, it continues to be very strong.
This would seem to confirm our sense that the sector continues to be confident about its proposition, its continuum of care
and New Zealand’s ageing demographic profile. We would also suggest the sector is confident it can deal with headwinds
such as Covid-19, a slowing housing market and higher interest rates.

PERFORMANCE EXPECTATIONS FOR THE SECTOR OVER THE NEXT THREE YEARS
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2. KEY ISSUES AND FINDINGS
The key concerns for operators in this year’s survey are very similar to 2021 except
for one key issue. In 2021 the potential impact of new legislation (e.g. buybacks
and sharing of capital gains) made this a top three issue. This year however, it
does not feature in operators’ top six issues.
TOP ISSUES FOR THE COMING 12 MONTHS
TOP ISSUES FOR THE COMING 12 MONTHS – 2021

Finding good people
Possible legislation e.g. buybacks
Higher wage demand
Escalating construction cost
State of the housing market
Increased competition
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TOP ISSUES FOR THE COMING 12 MONTHS – 2022

Escalating construction cost
Higher wage demand
State of the housing market
Finding good people
Escalating inflation (new)
Increased competition
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Over the years we've seen consistency in some core sector issues e.g. construction costs, increased wage demands and finding
good people. We've also seen some issues come and go. For example the potential impact of new legislation in 2021 and
compliance in 2017 were both top three issues at the time but have since slipped off the radar. This year, we've seen the core
issues remain but the economy is clearly creating some new issues or increased risks for operators.
The slow housing market is more of a concern for operators in 2022 than it was 12 months ago. Further more inflation, which
was a new option in this year’s survey, was rated as one of the top five issues for operators. Fortunately, these issues aren't
happening against the background of increased competition – this year’s survey shows competition is much less of issue for
the sector than in 2021. We would conclude this is because operators are controlling what they can, (i.e. their value proposition
and NPS), and this combines nicely with a growing cohort of people over 75 that are looking for solutions to their issues such
as loneliness, security and wellness, which the sector has a proven track record of providing.
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3. PRIORITIES FOR THE NEXT 12 MONTHS
PRIORITIES FOR THE NEXT 12 MONTHS
Better community engagement
Developing more independent living apartments and villas
Increasing use of social media to enhance marketing activity
More care services at my village
None of these
Explore how to offer potential residents a rental option
Other
Measuring the carbon footprint of my village
Establishing an ESG policy
Create a social housing option in my village
Investigating how robotics can be used in the business
Acquiring other Retirement Villages
Implement ESG policy
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If we go back in time and take a ‘random’ year, in 2016 the top three priorities were developing an ORA care proposition in
my village, more care in my village, and more apartments. Today, we're seeing operators broaden their priorities to ensure
they grow, while (or perhaps because of ) improving engagement with communities. They're also using social media to reach
over 75s who are thinking about and planning a move to a retirement village.
LOWER PRIORITIES
We often focus on the main priorities and forget about the possible actions that fail to show as priorities. The bottom three
priorities in 2022 are robotics, implementing an ESG (Environmental, Social and Governance) policy in the village, and
acquiring other Retirement Villages. It’s interesting that robotics and ESG are areas of focus for many other industries, but less
so in the New Zealand Retirement Village sector.
In this year’s survey we introduced some new questions related to ESG, as we believe it will become an increasing priority for
operators – see Section 5 below for more detail on the response these questions.
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4. NEXT 5-10 YEARS
In a way this is a difficult question for people to answer, but it does provide a
guide to where operators think the sector may head. To help assess this, we have
taken the 2017 data and compared it with 2022.
NEXT 5-10 YEARS – 2017

New proposition
Rental model
Home care providers enter the sector
Robots
Falling home ownership reducing demand
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NEXT 5-10 YEARS – 2022

Technology to streamline operations
New proposition
Rental model
Falling home ownership reducing demand
Competition from home care operators
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Unlike 2017, Technology to improve operations is a major focus for operators over the next five years. This could reflect the
constant issues with finding good people and higher costs associated with staff, with technology seen as a possible solution
to help relieve the pressure on these two challenges. The need to develop a new market proposition has fallen slightly since
2017, but remains high at 43%.
Many in 2017 were anticipating rental options would become more popular and more readily available from operators, but
this hasn't happened. If anything the chance of a rental model coming has fallen. Interestingly, this is against the trend we see
in UK retirement villages, which are increasingly offering a rental option. According to JLL in the UK, the rental market there is
expected to grow by GBP2.65b over the next five years.

7

5. SPECIFIC SURVEY QUESTIONS
BUILD PROGRAMMES AND PRICE EXPECTATIONS
With confidence in the economy for the next 12 months showing some fragility, it would be easy for operators to pull back
on development. However, the survey suggests most operators remain committed to their growth plans:

BUILD PROGRAMME FOR NEXT 12 MONTHS
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Previous surveys have asked operators about expected price changes, and over the years this question has proved an accurate
predictor of market trends. Generally, operators have said they're looking to increase prices and that’s been reflected in the
market, with strong price increases over the last five to ten years.
The responses to this question in 2022 were similar to the previous year, with 57% expecting to increase prices over the next
12 months. The main differences were that more operators said they were planning to keep prices unchanged (15% compared
to 3% in 2021), while fewer did not know what they would do with prices (28% compared with 40% in 2021).

HOW MUCH WILL YOU INCREASE PRICING OF INDEPENDENT LIVING UNITS?
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Sticking with revenue consideration, we also wanted to understand what the industry was thinking about the Deferred
Management Fee (“DMF”), and whether there was an intent to share capital gains. 64% of respondees see no pressure on
DMF levels and expect them to remain stable. Of the rest, 9% saw DMF rising and just over a quarter see DMFs falling. On the
subject of sharing capital gains, the survey suggests operators expect the status quo to continue.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG) FACTORS
This year we decided to increase the number of ESG/Sustainability questions to set a base that can be repeated over the next
few years. We believe the sector will be embracing the subject more and more.
The drivers for this are both ‘top-down’ (such as new environmental legislation and increasing pressure from investors) and
‘bottom-up’ (as sustainability becomes a more important factor for incoming residents when choosing a village to live in).
Sustainability initiatives, such as making buildings more energy efficient, can also help reduce costs and deliver long-term
business benefits.
The quick responses to the ESG questions in this year’s survey reveal:
• 81% of respondees don't have a target date to become carbon neutral
• 92% of respondees don't measure their carbon footprint
• 23% of respondees plan to build a green building in the next two years
• 40% of respondees will engage more with their local community
• 28% of respondees are looking at a rental option.
Taking the rental subject forward, we sought further feedback with the following question:
THINKING ABOUT A RENTAL MODEL FOR YOUR BUSINESS, PLEASE SELECT ALL THE STATEMENTS THAT APPLY:
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While pressure on operators to measure and reduce their carbon emissions from both government and consumers is likely to
increase, it’s interesting to note that 81% have no target date to become carbon neutral, and 92% didn't know their carbon
footprint. Often, the biggest challenge for businesses is simply knowing where to start. To help, ANZ has produced Business
Insights papers which provide a non-technical overview on how to measure emissions and set targets to reduce them.
Operators who want to know more can view and download these and other ANZ Business Insights papers at
anz.co.nz/business/resources-insights.
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CONCLUSION
When reflecting on the results of this survey, it's easy to lose sight of how
successful the retirement villages sector has been.
It's attracted over 14% of all over 75s and has delivered on the reasons why people want to live in a village, such as feeling
more secure, staying healthier for longer, feeling less lonely and being more active.
Compared with other similar markets like England (ageing population, high home ownership etc.) where less than 1% live in
a village, the New Zealand sector has been a great success. It has done this by continually being able to manage issues and
focus on key priorities.
To illustrate this, if we look back to 2013, the main issues were competition, funding, recruitment of people and compliance.
The sector has been able to manage these issues and in some cases, almost eliminate them. Funding and compliance, for
example are relatively minor issues for operators today.
A comparison with previous surveys also confirms the sector’s consistent and well-founded optimism. We've seen survey
after survey provide positive responses for the future, and this survey continues this trend – only 11% of 2022 respondents
were pessimistic about the next three years.
At the same time, the sector continues to respond to changes in the marketplace. In the last year we have seen three of
the large village operators make commitments to be more sustainable (via Sustainable Linked Loans), which will deliver
benefits for the environment, investors, customers and the communities they operate in. While the survey suggests
operators' focus on this subject is still being developed, we expect it will be a key feature in the future.
As always, we are grateful to those operators that completed the survey. Their responses show there are headwinds for the
industry, which operators will need to carefully manage through. Notwithstanding those headwinds, the survey provides some
very clear messages; operators remain confident and prices will go up.
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ANZ CONTACTS
For more information on how ANZ can help you build your next
Retirement Village, please contact our retirement village specialist:

RICHARD HINCHLIFFE

Director Sector Strategies & Sustainable Finance
ANZ Corporate
M. +64 27 268 7988
E. Richard.Hinchliffe@anz.com

The material is only current as of the date of this report and is subject to change. While the information contained in this report
is from sources perceived by ANZ to be reliable and accurate, ANZ cannot warrant its accuracy, completeness or suitability for
your intended use. To the extent permitted by law, ANZ does not accept any responsibility or liability arising from your use of this
information. ANZ shall not be obliged to update any such information after the date of this report.
The information in this report is historical in nature. It should not be used for any purpose other than providing factual historical
data and is not to be construed as an indication or prediction of future results.
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