4 June 2020	Antony Hamel
Antony noted that his previous advice to our group was that the Dunedin housing market was going up in extraordinary leaps and bounds, so no urgency to sell.
Now Covid 19 has changed that.
BACKGROUND    Housing market yet to plunge” ODT Headline sums it up.
Because the economy was locked down, everything has changed.  Dunedin seems to be fine but tourism and overseas travel has and will have an enormous impact on economy.  This situation is similar to what Antony saw in 2008.  The market kept going up despite the economic crisis.  There was a 12-month period in which you could sell and lose money.  There is a lot of commentary that the impact will be different from the 2008 situation but the predictions are the same for the housing market: to go down by 5-15%.
So essentially the perception is that nationally the housing market will go down.  
However local markets are all operating differently.  Despite the prediction that the housing market will do down, in Dunedin, the moment lockout finished all hell broke loose.  There was still huge demand for Dunedin houses.  Even at level 3 there were a whole lot of people looking, despite the difficulties with Level 3 protocols.  Dozens of contracts created at Level 3.
This can be contrasted with Cromwell where nothing was happening.  Queenstown is oversupplied with housing, but Dunedin is undersupplied so it is important to remember that although 10-15% is the global prediction, local markets can be quite different.
Then interest rates came down from 3.5 to 3% and even more people were buying.  When signing up mortgages at 3%, even if house prices stay, the same the house is still cheaper for buyers than it was the previous month so there’s still no reason not to buy in Dunedin.
Last Friday in Queenstown they ran auction for 35 houses and only a quarter sold.  However Queenstown has always been more dynamic – “boom and bust”.
In Dunedin the government’s budget announcements did little because there wasn’t anything specific for an education centre.  
Otago University suffered a huge economic impact – lots of students not attending or have gone online.  If we carry on to Level 1 it is possible that the university will be able to remarket themselves.  Unemployment always adds to student numbers. The potential is that they could be more successful than before, if we consistently stay at level 1.  But at the moment there is a big question on whether the Uni will be successful in attracting students. But Universities had no direct support from the govt, and they’ve lost their overseas students.  They began with very strong balance sheets so have been left alone by Government.  In six months time, their rolls could be back up.  We’re in the front of the world so that could attract even more overseas student.

The second economic driver in Dunedin is the hospital.  That is another huge impact – but Dn needs to get people to agree on how to build it before it will be given the funding from the Govt.  If they get their heads together (election coming up so incentive to get it up and going) and the Govt allocates 200 million then we will be sweet.  The Dunedin property market is burning along at the moment as if that has happened, and if we get the announcement, there is some commentary that Dn will survive this reasonably well.  However we MUST get the announcement of hospital build funding in the next six weeks. 
SUMMARY OF SITUATION: We could be OK, but we might not be, and it isn’t going to get any better.
There is a significant risk if home owners wait another 12 months.  If Otago University announces its capital budget is on hold for 12 months and/or if the hospital build is going to delay another 24 months, Dunedin could be in trouble.  
Antony’s advice:  If you have the option of selling now, take that option, even though it will mean doing a “double shift”.  
If you have two houses in Dunedin, then get along and move them now.  
Sections are also selling hotly.  Buyers are thinking “I can’t buy a new house for $565k but if  I can buy a section for $200k and then spend $300k on building a house I’ll be able to get a better house.    There is considerable optimism from buyers, who are counting on the downturn for construction in Central Otago to result in builders moving to Dunedin and offerig competitive prices.  This optimism maybe the reason our Dunedin property market has levelled (rather than dropping), but won’t go any higher.  They’re buying sections with a willingness to wait 6months to get builders to sharpen their pencils.
It could be OK in Dunedin, but the risks are now considerable, so sell now!

More points were made during question time:
Air BNB, overseas student accommodation etc are all sitting empty now so rental demand will go down, making the “double shift” even less of a problem.  Don’t hesitate to look at short term rental market.  
Traditionally Dunedin property market has dipped in Winter, but we’ve had series of winters now that the market hasn’t dipped.  Heating/insulation has changed the whole winter/summer thing.  No longer a slow-down in June/July
So even if you were planning to wait until Spring to present an old villa in the best light, advice is to sell as soon as you can.
Potentially Jan/Feb 2021 could be the “Eye of the storm” for the Dunedin economy.  Doing your selling early means you can bank your number.  At the moment that number (house price) is moving around and still looking good if you can cash out now.  Bring your house sale forward as much as you can.
While Antony promoted the idea of doing the “double shift” with questions the idea of negotiating a longer settlement was raised and he agreed that it might be possible.  Sellers are now saying “what can I do for you?” and he has had contracts made conditional on the other person selling their house.  The property market is now more even-handed market than it used to be.  Making a condition of the sale that the buyer will rent the house back to the seller is also an option that he has seen work.
Gay, with her experience of downsizing, twice, said it was less stressful and Antony agreed that saying “I won’t do a double shift” greatly increases your stress.
“We are on the edge of a cliff in terms of this market … I’ve seen it a number of times.  Market always hangs and then slowly collapses in situations like this.”
Antony said that he didn’t believe our purchased apartments in cohousing will fall dramatically in value  … “new, low maintenance, warm, good location is what people are looking for.  Older, poorly maintained houses are the ones that will have the value knocked off them”.
Antony advised against tenanting your house unless you are a good landlord.  He said that rentals are an industry and if you have the right skills, they’re a good investment, but in his experience, many people think that it is a way of making money and are disappointed; selling up in a couple of years and vowing never to do it again.   It is more than just the equation … is it the right house to rent out?  Are you prepared to keep investing time and money?  The new legislation won’t be a problem if you have a well-maintained house and want to help tenants live good lives. 
Private sale can work, but often can take a bit longer.  Homesell is another perfectly good option.  Commission rates from real estate agents have come down and he has seen them vary a lot. Two to three percent now, compared to 4.5% prior to Covid.    Some agents are having to discount due to lack of listings, and because the prices are so high, they were making more money for less work, so have been willing to negotiate.   Some real estate agents haven’t had anything to sell for months because they are not willing to reduce commissions.
FINAL WORDS 
We are looking for critical announcements: 
Hospital is funded?
University rolls?
Polytech numbers?
We have weeks to wait for these at the moment. Honeymoon will be over if those announcements do not fall the way we want them.  Even if they do go our way, in 6 months’ time the level of unemployment will be higher.
SELL NOW TO MINIMISE YOUR RISK!
