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Background

The ANZ Property Investment Survey has been running for over 10 years. The
survey is run in conjunction with the NZ Property Investors’ Federation
(NZPIF).

The survey acts as a barometer for the property investment market in New
Zealand and also measures the impact of specific market and regulatory
changes that may be occurring each year. The survey covers:

» Annual tracking of property investor strategies and purchase intentions.

» Annual tracking of property investors expectations for the market and
changes in their portfolios.

» Understanding the role of financial institutions, property managers, the
Property Investors Association and other key sources of property
investment information.

» Understanding concerns property investors might face in the current
market and specifically probing on changes in the market and regulatory
environment that may impact them.

Updates to the questionnaire in 2017 included asking if investors had changed
their investment strategy, and impact of RBNZ debt-to-income ratios.

This report details the analysis, findings and recommendations from this year’s
research.
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Methodology

Online feedback from over 950 interviews with New Zealand Property Investors
contributed to this report. The survey was in field from 7™ to 27t August, 2017.
Investors were invited to respond to the survey through the following channels:

Channel Sample sourced

NZPIF distribution | 362

Landlords.co.nz distribution | 348

Refer a friend | 6

ANZ Your Say | 255

Consistent with 2016, investors within the Your Say panel tended to be smaller
investors and their concerns, strategy and involvement in the NZPIF are reflective
of this. Their responses have been reported separately than those sourced
through the traditional channels used for this annual research. All other results
in this presentation relate to sample sourced through traditional channels.

Investors were offered the incentive of one of five prizes of $500 cash to
complete the survey.

Weighting has been applied to the sample sourced through traditional channels
to provide consistency in regional responses relative to previous surveys.

The median survey length was around 16 minutes.
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2017 Highlights

PROFILE AND EXPECTATIONS:

Investor size continues to remain stable, with just over half of investors being
classed as small investors.

Most investors continue to expect positive changes in rental income particularly
over the medium term. Investors also continue to expect positive changes in
their property value over the short and medium term. Investors expecting
positive property value changes of 2.5%-10% in the short term remains high at
50% (62% 2016). However there has been a drop in expectations across the
board compared to 2016.

Consistent with 2016, Canterbury investors have low expectations (32% vs 73%
market) for rental income increases, particularly over the next year.

The percentage of investors who do not plan to purchase another rental
property declined from 2011 — 2016, but stabilises in 2017. Almost 70% of
investors now plan to buy again at some point.

INVESTOR CONCERNS:

Damage to property (net) and government regulations (net) are the top 2
concerns for investors in 2017. Loan to value ratios are the biggest regulatory
concerns for investors.

The single biggest concern for investors is meth contamination with 48% of
investors viewing this as a risk, an increase of 10% on 2016. This is of particular
concern for ROSI investors with 66% saying this is a risk, however only 24% of
Wellington investors say this is a risk.
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2017 Highlights con’t
FINANCIAL RELATIONSHIPS:

Preference for keeping all lending with a single provider continues to decline. Investors
with larger portfolios and Auckland investors are significantly more likely to prefer
multiple providers.

REGULATORY IMPACT:

47% of investors say that the limits on high Loan-to-Value ratio lending have significantly
impacted on their strategy in the last 12 months. This is a significant increase on 2016
when just 31% of investors felt they had been impacted (and only 16% in 2015).

Along with the impact of these regulatory changes the continued increase in property
values mean that investors feel their LVR levels have decreased. Only 13% of investors
have an LVR over 75% versus 18% in 2015.

Around half of investors say debt-to-income restrictions would not change their strategy
in the short or medium term. There is no difference across investor size or house hold
income.
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Investor Profile Overview

Investor size continues to remain stable, with around half of investors
being classed as small investors. In 2017 a further breakdown of small
investors shows around 18% hold a single property.

Ownership structure has remained stable, with owning property in their
own name still the most popular approach for investors since the
removal of LAQCs. Smaller investors are the most likely to hold
property in their own name. Larger investors are more likely to hold
their property in a Look Through Company or Family Trust.

Waikato shows a significantly higher proportion of investment
properties relative to the number of respondents based in Waikato.
12% of Aucklanders say they hold the majority of their investments in
Waikato.
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| ANZSY
Investor size

2010 2011 2012 2013 2014 2015 2016 2017
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m A small investor (holding 1 property) ™ A small investor (holding 2- 3 properties) B A medium investor (holding 4-6 properties) ® A large investor (holding 7-10 properties) ® A full-time investor (holding 11+ properties)

Investor size has remained stable over the last six years.

CAMORRA How many residential investment properties do you own in New Zealand?
RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150, 2014 N=1,153, 2013 N=1,368, 2012 N=1,745, 2011 N=1,806, 2010 N=985.
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Ownership structure has remained relatively stable, with Qualifying Company declining further in 2017.

CAMORRA In which of the following ownership structures do you own investment property?
RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150, 2014 N=1,153, 2013 N=1,368, 2012 N=1,745, 2011 N=1,806, 2010 N=985.




Investor annual household income

PAY/S

21%

Less than $100k S100k - $149k $150k to $199k $200k plus

Household Income

There continues to be a strong relationship between investor size and income
with over 20% of full-time investors having a HHI of $200k+

CAMORRA How many residential investment properties do you own in New Zealand?
RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706 ; Less than 5100k N=194, 5100k - S149k N=154, S150k - S199k N=90

A full-time investor (holding 11+ properties)

A large investor (holding 7-10 properties)

® A medium investor (holding 4-6 properties)

m A small investor (holding 2- 3 properties)

m A small investor (holding 1 property)
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Profile of where properties are held vs where investors live

AREA LIVING IN

2% ||
8%
iy |
2% |
0%

2% |

|

2% ||
2% |}

11% [

3% |

|
1% |
1% |

1%

Auckland
Northland
Waikato
Tauranga
Hawkes Bay
Wairarapa
Manawatu
Wanganui
Rotorua
Taranaki
Wellington Region
West Coast
Nelson
Marlborough
Canterbury
South Canterbury
Otago
North Otago
Southland

LOCATION OF PROPERTIES

B
B s
B s

| 2

For most regions the profile of where
investors live and where properties are

held are similar.

Consistent with 2016, Waikato shows a

significantly higher proportion of

investment properties relative to the

number of respondents based in
Waikato.

12% of Aucklanders say they hold the

majority of their investments in
Waikato.

—
—
I~
—
(@]
~N
'_
=
L
>
'_
wn
Ll
>
=
>_
'_
o
L
o
@]
o
o
|
<
|7
=
|
a
wn
L
o
N
=
T
O
o
<
L
wn
L
o
<
o
o
@]
>
<C
O

3% I Outside of New Zealand | 1%

CAMORRA Where do you hold the majority of your investment properties? / Which region do you live in?
RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706
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Investor Expectations Overview

Expectations for rental income increases continue to remain lower than
expectations for property value increases.

Most investors continue to expect positive changes in rental income
particularly over the medium term, however there has been a drop in
expectations across the board compared to 2016.

Investors also continue to expect positive changes in their property value
over the short and medium term.

Rental income 2.5% or more 41% (53% 2016) 58% (65%)

Value increase 2.5% or more 56% (84%) ‘ 74% (82%)
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Most of the country expect rental income to increase or hold steady over
the next year (92%). Most Canterbury investors however expect rental
income to hold or decline over the next year (68%).

Canterbury investors are however more optimistic over the medium term
with 81% saying they think rental income will increase.

Canterbury investors are also the least likely to expect an increase in
property values in the short term (59%). However, this improves over the
medium term with 88% of Canterbury investors expecting values to
increase.




Expected change in investment property rental income ANZe

A significant change in
expectations between
2016 and 2017 for
investors expecting zero
growth in the short
term, and a reduction in
expectations for higher
rental income growth.

Most investors continue
to expect positive
changes in rental
income particularly over
the next 5 years,
although expectations
are reducing.

IN THE NEXT YEAR...

2%
2% Il
1% B

13%
11%
s% I
38%
39% I
32% I
31%
30% I
31% I
10%

12% I
19% NG

2%
2%
3% 1l

1%

1% 1
2% I

1% 1
1% A

2015 m2016 w2017

CAMORRA What % annual change in your investment properties’ average rents do you expect to see?
RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150.

11% or higher

6% to 10%

2.5% to 5%

0% to 2.4%

Zero growth

0% to -2.4%

-2.5% to -5%

-6% to -10%

-11% or lower

OVER THE NEXT 5 YEARS

6%
B -
-
17%
I 3%
I 1%
43%
I /2%
L [EBEA
28%

I 2 7%
. [Ei

1%
| A
B 2%

1%
B %
2%
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Expected change in investment property value

IN THE NEXT YEAR... OVER THE NEXT 5 YEARS
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CAMORRA What % annual change in your investment properties’ average value do you expect to see?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674.



Expected changes in regional rental income

IN THE NEXT YEAR...

>~

Auckland Waikato W:!lniiaon Canterbury Otago RONI ROSI
N=194 N=56 N§56 N=114 N=42 N=130 N=66
© remuEl gy 98% 79% 45% 83% 90% 80% %annual - gog 95% 93% 84% 90% 95% 86%
F INnCrease INCrease
8 gmzv‘ii‘; 8% 0% 16% 38% 14% 7% 11% grozvev;ﬁ 1% 0% 0% 7% 0% 2% 5%
pannual g 0% 2% 17% 2% 2% 6% pannual gy, 2% 4% 7% 7% 2% 8%
. Wellington
Auckland Waikato Region Canterbury | Otago RONI ROSI
N=183 N=71 N§95 N=109 N=14 N=163 N=54
h % annual % annual
- ) 77% 79% 84% 32% 71% 80% 89% . 91% 89% 96% 81% 93% 88% 91%
INCrease INCrease
(=)
N grfmeliﬁ 17% 11% 13% 44% 29% 12% 6% grozv‘j;’ 1% 0% 0% 7% 7% 2% 2%
pannual gy, 6% 2% 22% 0% 5% 4% Bannual gy 4% 2% 8% 0% 6% 6%
Most of the country expect rental income to increase over the
next year. Apart from Wellington and ROSI investors, there has Canterbury investors are more optimistic over the medium term
been anincrease in investors expecting zero growth. Canterbury with 81% saying they think rental income will increase and only
continues to differentiate, with most Canterbury investors 8% expecting a decrease.
expecting rental income to hold or decline over the next year.
CAMORRA

RESEARCH LTD - DRIVING CHANGE

E What % annual change in your investment properties’ average rents do you expect to see?
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Expected changes in regional investment property value 9

IN THE NEXT YEAR...

Auckland Waikato W:!lniiaon Canterbury Otago RONI ROSI
N=194 N=56 Noce N=114 N=42 N=130 N=66
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© e eae | 93% 98% 91% 88% 90% 93% 89% e ease | 92% 96% 96% 95% 90% 93% 89%
F
8 v 25 2% 5% 5% 0% 5% 5% v 2% 0% 0% 1% 0% 5% 2%
jeac:;‘:je' 4% 0% 0% 6% 7% 2% 5% gei':;‘:i 5% 2% 0% 3% 5% 2% 8%
. Wellington
Auckland | Waikato Region Canterbury| Otago RONI ROSI
h N=183 N=71 S N=109 N=14 N=163 N=54
- N=95
8 /macrr‘g:sae' 74% 76% 89% 59% 86% 85% 87% /ma;g:sae' 87% 87% 94% 88% 93% 89% 94%
Zero Zero
14% 11% 8% 29% 7% 7% 7% 5% 3% 1% 6% 7% 2% 0%
growth growth
feirr‘e”:sae' 10% 10% 1% 10% 7% 4% 4% geac:g:sael 8% 10% 5% 6% 0% 9% 6%
Wellington investors are the most optimistic in the short term 0 .
: o . . However, over the next 5 years, 88% of Canterbury investors are
with 89% expecting values to rise in the next year. Canterbury . :
S 5 . . expecting values to increase.
are the least optimistic with 59% expecting values to increase.
. o . _ . There is an increase across most regions in investors expecting
This shows a similar profile to rental expectations, with an .
. o . . zero or negative growth.
increase in investors expecting zero or negative growth.
CAMORRA What % annual change in your investment properties’ average value do you expect to see?
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Investor Strategy and Planning Overview

Holding for the long term remains the number one strategy across
the country with renovations/develop and hold second.

The percentage of investors who do not plan to purchase another
rental property has stabilised in 2017 after declining from 2011 —
2016. Almost 70% of investors now plan to buy again at some
point.

Those most likely to purchase again are investors under 50 years
old, those living in Auckland or Waikato, and those with higher
HHI.

For those not likely to purchase in the next 2 years, regulatory
changes, poor rental returns, insufficient deposit and can’t afford
to subsidise more properties are the main concerns.
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20% of investors have changed strategy in the previous 12
months, with 25% more aggressive and 35% more conservative.

Damage to property (net), government regulations (net) remain
the top 2 concerns for investors in 2017. Loan to value ratios are
the biggest regulatory concerns for investors.

. The single biggest concern for investors is meth contamination
- with 48% of investors viewing this as a risk, up 10% from 2016.
This is of particular concern for ROSI investors with 66% saying this

A —-—
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Investor Strategy

88% 86% 86% 87% 89% 88% 89% 88% —&—Hold for the longer term
C— : PR —==C= - == ——

=@=—Renovate/develop and hold
Subdivide property, build extra and hold
== Add minor dwelling to main rental

Renovate/develop and sell
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26% 28% 28% 29% 28%
. 24% ° - 23% °
20% N — C /
o— T 13% 13%
8% 8% 10% 1 9% 9% ’ ’
= =0
2010 2011 2012 2013 2014 2015 2016 2017
INVESTMENT STRATEGY | 2017
m Hold for the longer term
Small investor (1-3 properties) 86% 23%
M Renovate/develop and hold
Medium investor (4-6 properties) 90% 30% Subdivide property, build extra rental unit and hold
B Add minor dwelling to main rental
Large investor (7-10 properties) 95% BRI
Renovate/develop and sell
Full time investor (11+ properties) 81% 41%
CAMORRA How would you describe your investment strategy?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150, 2014 N=1,156, 2013 N=1,368, 2012 N=1,745, 2011 N=1,806, 2010 N=985.



AUCKLAND N=183

Hold for the longerterm  87%

| nveSTor Renovate/develop and hold  25%
S-I-rO -I-egy _ Subdivide property, build extra and hold ~ 17%

Add minor dwelling to main rental  13%

TO p 5 Renovate/develop and sell 6%
REST OF NORTH ISLAND N=163

Hold for the longerterm  86%

Hold for the longerterm  92%
Renovate/develop and hold  34%
Subdivide property, build extra and hold  18%

Add minor dwelling to main rental  13%
Renovate/develop and sell 7%

Hold for the longerterm  86%

Renovate/develop and hold  26% Renovate/develop and hold ~ 35%

Subdivide property, build extraand hold ~ 12% Renovate/develop and sell 8%

Add minor dwelling to main rental 7% Add minor dwelling to main rental 5%
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strategy across e Hold for the longer term  96% Hold for the longer term  90%

. | d sell % Subdivide property, build extra and hold 5%
Holdlng for the Iong term Renovate/develop and se 3% prop
remains the number one
m REST OF SOUTH ISLAND N=68 CANTERBURY N=109

Renovate/develop and hold  31%

SRURITR e R /devel dhold  37%
enovate/develop and ho %
renovate/develop and hold P ‘

. Subdivide property, build extra and hold ~ 15% Addiminor dwellingto main rental || 12%
remains number two. 9

e e e A sl 9% Renovate/develop and sell 7%
Subdivide and sell extra section 6% Subdivide property, build extra and hold 6%

0

CAMORRA How would you describe your investment strategy?

RESEARCH LTD - DRIVING CHANGE




Investment property purchase

2009

PAYS

12%

2010

15%

16%

16%

2011

14%

13%

13%

2012

22%

14%

13%

12%

2013

12%

2014

13%

2015

15%

13%

34%

2016

17%

2017

14%

CAMORRA RESEARCH | NZ RESIDENTIAL PROPERTY INVESTMENT | 2017 | 22

® Within the next 6 months

m After 6 months and within 1 year

m After 1 year and within 2 years After two years m Do not plan on purchasing another rental property

The percentage of investors who do not plan to purchase another rental property has stabilised in 2017 after declining from 2011 - 2016. Almost
70% of investors now plan to buy again at some point.

Those most likely to purchase again are investors under 50 years old, those living in Auckland and Waikato, and those with higher HHI.

CAMORRA When do you plan on buying your next residential investment property?
Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150, 2014 N=1,153, 2013 N=1,368, 2012 N=1,745, 2011 N=1,806, 2010 N=985.

RESEARCH LTD - DRIVING CHANGE



Investment property purchase

Total
61% of Auckland investors plan
to purchase again within the
next 2 years. This is the highest 56%
of all the regions.
14%
CAMORRA When do you plan on buying your next residential investment property?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2016 N=674, Auckland N=183

Auckland

16%

14%

61%

B Do not plan on purchasing another investment property
After two years

m After 1 year and within 2 years

m After 6 months and within 1 year

m Within the next 6 months
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Factors preventing purchase of further investment property

Regulatory changes 158, NN |\VIPACT OF REGULATORY CHANGES | 2017

Uncertainty over economic outlook 20%

23%

26%
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. ) 26% Loan to value ratio restrictions
Poor rental returns/rental prices not high enough

Insufficient deposit/equity to invest 16% Banks required to hold greater capital for residential - 11%
I ) 4% Regulatory investment properties
I 1 7%
Cannot afford to subsidise more investment properties 19% | Changes
I )0 % | g . . )
E— 50, Residential Property Warrant of fitness 11%
Minimal capital gains expected 14%
P & P _0 19%
I 16% . ds f | . 0
Overall costs 13% 189 Minimum standards for rental properties 10%
| o
I 17 %
Fear over issues with tenants 9% ’
I 4% 2 year rule for tax (Bright Line) . 5%
I 1 6%
Other investment/business options B 019%
| o
. . . . . I /%
Time constraints to find suitable investment 10%
I 3%
: 0%
Other issues related to tax
Hl 3%
Difficult to borrow from financial institutions 18& |am less likely to buy a new investment property 65%
. . o — 1% . . " .
Retired/going to be retiring 11% | am waiting to see impact of changes on market conditions 10%
. . . I 6;%
Have sufficient/happy with properties we have 6% | am more likely to sell an existing investment property - 36%
. 6%
High property prices/top of the cycle ° ) ) )
I am more likely to buy a new investment property outside of NZ - 36%
I 6%

Other
Other

6%
m 2016 2015 w2017

CAMORRA What are your key reasons for not planning to purchase another investment property within the next 2 years? In what way do you feel regulatory change might impact your investment plans?
RESEARCH LTD - DRIVING CHANGE Base: All property investors who do not plan on buying another property in the next two years, 2017 N=326, 2016 N=326, 2015 N=538 [ Base: 2016 N=106




Changed Investment strategy in last 12 months

80% NO

CHANGED INVESTMENT STRATEGY IN LAST 12 MONTHS?

Have you changed your investment strategy in the last 12 months?
Base: All property investors, 2017 N=706

35% 39% . 25%

More Conservative Stay the Same More aggressive

14% 14%

12%
I |
1 2 3 4

13%

12%

5

3%
6 7 8 9 10
More Conservative Stay the Same More aggressive
CAMORRA On a scale of 1-10 where 1 is more conservative, and 10 is more aggressive, how would you best describe your change in investment strategy in the past 12 months?

RESEARCH LTD - DRIVING CHANGE Base: Property investors who have changed investment strategy in last 12 months, 2017 N=140
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I 24% W 2013
Damage to property (Net 27%
ge to property (Net) . 35% m 2014

Property Investor Risks

Government regulations (Net) 43% 2016
2017

Tax changes 27%
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Tenant defaulting on payments 26%
Damage to property, government 24%
I
regulations, tax changes and tenants E— %
defaulting on payments are the top 4 Interest rate volatility S 15%
; : R
concerns for investors in 2017. 14/18/
I 3%
I 13%
Damage to property (net) returns to Property values decreasing = 1o
previous levels. I 3%
G | costi 7%, 0o
a eneral cost InCreases %
(Note: question changes between 2015 E— 14%
and 2016 mean results may not be E— 0
I 0%
directly compa rab|e) Property remaining vacant 3% 18%
I O
37%
Concerns around interest rate volatility Insurance premiums = s 26%
has increased to 14%, similar to 2015. E— 50
3%
. 3%
Rental prices decreasing 9(;0%
Y
I (3%
_ I 117
Not meeting expected return o0 13%
%
CAMORRA What do you consider to be currently the biggest risks / issues of being a property investor?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=660, 2015 N=1,150, 2014 N=1,156, 2013 N=1,368, 2012 N=1,745, 2011 N=1,806, 2010 N=985.



Property Investor Risks - Details

Methamphetamine contamination

Methamphetamine (meth) damage is
a major concern for investors, and
increases 10% in 2017.

General

Full time investors are most concerned
about meth damage to properties
(56%).

Loan to value ratio restrictions
Not surprisingly those with higher LVR
levels and those looking to buy in the
next 1-2 years are the most concerned
about Loan to Value restrictions.

Building Warrant of Fitness

Banks required to hold greater capital
for residential investment properties

Other macro prudential changes

Minimum standards for rental properties

Loan to income restrictions

What do you consider to be currently the biggest risks / issues of being a property investor?
Base: All property investors, 2017 N=706, 2016 N=674

CAMORRA

RESEARCH LTD - DRIVING CHANGE

PROPERTY DAMAGE

m 2017

0,
48% 2016

38%

31%

27%

GOVERNMENT REGULATIONS

22% 2016

I -
0%
N

10%
| JREZ

10%
o

10%

B o

m 2017

23%
0%
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Property
Investment Risks
—Top 5

Meth damage is the highest
concerns across all regions
except Wellington.

The next top concern varies

amongst the regions:

* Damage to property in
Auckland, RONI, ROSI,

e Tax changes in Waikato
and Wellington,

* Rental prices decreasing in
Canterbury

CAMORRA E What do you consider to be currently the biggest risks / issues of being a property investor?

RESEARCH LTD - DRIVING CHANGE

AUCKLAND N=183
Methamphetamine contamination 49%
Damage to property 33%

Tenant defaulting on payments 24%
Loan to value ratio restrictions 23%

Tax changes 20%

REST OF NORTH ISLAND N=163
Methamphetamine contamination 54%
Damage to property 36%

Tenant defaulting on payments 22%
Tax changes 20%

Loan to value ratio restrictions 19%

REST OF SOUTH ISLAND N=68

Methamphetamine contamination 66%

Damage to property 35%

Building Warrant of Fitness 26%
Loan to value ratio restrictions 22%
19%

Tenant defaulting on payments

0

Methamphetamine contamination
Tax changes

Damage to property

Loan to value ratio restrictions

Building Warrant of Fitness

Damage to property

Tax changes

Loan to value ratio restrictions
Methamphetamine contamination

Tenant defaulting on payments

56%
28%
21%
21%
18%

28%
26%
26%
24%
22%

CANTERBURY N=109

Methamphetamine contamination

Rental prices decreasing
Loan to value ratio restrictions
Damage to property

Tax changes
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41%
32%
28%
22%
17%
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Regulatory

[Including Investor LVR Levels]

INVE

CAMO' A
RESEARCH LTD - DRIVING CHANGE



Highlights

47% of investors say that the limits on high Loan-to-Value ratio lending have
significantly impacted on their strategy in the last 12 months. Thisis a
significant increase on 2016 when 31% of investors felt they had been
impacted (and only 16% in 2015).

Nearly two thirds of these investors (30%) have said they have not bought a
property they likely would have otherwise, this is up from 2016’s 14%.

Along with the impact of these regulatory changes the continued increase in
property values means that investors feel their LVR levels have significantly
decreased.

-~ Only 13% of investors have an LVR over 75% versus 18% in 2016.

- 49% of investors say their LVR has decreased in the last 12 months
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- 29% of investors feel their LVR has had no change

Aucklanders feel the most impacted by the regulatory changes (54%), and
significantly up from 2016, 35% now have said it stopped them from
purchasing a property.

Around half of investors say debt-to-income restrictions would not change
their strategy in the short or medium term. For higher leveraged investors this
is lower however (36%), and a higher number would be less likely to purchase
an additional property.

CAMO' A

RESEARCH LTD - DRIVING CHANGE




Impact of limits on High Loan-to-Value ratio lending

| have not bought an investment property that | likely would have otherwise _ 30% . 14% l 9% l 9%
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I have bought an investment property that | likely wouldn't have otherwise I 3% I 4% I 3% I 3%
I have bought an investment property in a different region than
. ) I 2% I 3%
| likely would have otherwise
| have sold an investment property that | likely wouldn't have otherwise I 2% I 2% 1% 1%
I have built a new investment property rather than buying an
e property ying |3% |2% 1% 0%
existing property as | would have otherwise
| have not built a new investment property that | would have otherwise I 2% | 2% 1% 1%
I have not sold an investment property that | likely would have otherwise I 2% | 1% 1% 2%
Other I 4% I 4% 1% 2%
m 2017 m 2016 m 2015 H 2014

There is a reduction of investors who say that the limits on high Loan-to-Value ratio lending have had no impact, and a large number (30%)
are now reporting the impact of not making a property investment purchase they would otherwise have done. Investors under the age of
40, those with smaller portfolios and those with higher LVRs have been the most impacted.

CAMORRA In what way, if any, have limits on high loan-to-value ratio lending most impacted on your property investment strategy in the last 12 months?
RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150, 2014 N=1,153.




Impact of limits on High Loan-to-Value ratio lending

AUCKLAND VS TOTAL MARKET

Auckland investors are
I have not bought an investment property that | likely would have otherwise _ 30% _ 35% more ||ke|y to say they

have not bought an
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I have bought an investment property that | likely wouldn't have otherwise I 3% I 3% investment prope rty
that they otherwise
I have bought an investment property in a different region than I 2% I 39
|likely would have otherwise B 2% ¢ would have done, and
less likely to say there
| have sold an investment property that | likely wouldn't have otherwise I 2% I 2% .
has been no impact.
I have built a new investment property rather than buying an
- ! I 3% 1%
existing property as | would have otherwise
I have not built a new investment property that | would have otherwise I 2% I 2%
I have not sold an investment property that | likely would have otherwise I 2% I 2%
Other l 4% . 4%
m Total W Auckland
CAMORRA In what way, if any, have limits on high loan-to-value ratio lending most impacted on your property investment strategy in the last 12 months?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2016 N=674, Auckland N=183.



Typical level of debt leverage on investment property/s

2017 I 10% 22% 42% 10% 3%
2016 I 9% PE) 39% 15% 3%
2015 I 9% 18% 34% 21% 6%
2014 I 8% 16% 36% 22% 6%
W Don't know Debt free 1-24% W25 - 49% W50 - 74% W 75-89% W 90% or more After significant

decreasesin LVR
BY NUMBER OF INVESTMENT PROPERTY/S between 2015 and

2016, there is a further
reduction at the high
end.
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1 Investment Property N=126 11%

2-3 Investment Properties N=219 I 11% 14%

4-6 Investment Properties N=169 ¥4 7%

7-10 Investment Properties N=107 9%
11 or more Investment Properties N=85 10%
W Don't know Debt free 1-24% W 25-49% Wm50-74% W 75-89%% W 50% or more
CAMORRA What is the typical level of leverage (debt) on your investment properties as a percentage of the properties' value?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150, 014 N=1,156, 2013 N=1,368, 2012 N=1,745, 2011 N=1,806, 2010 N=985, 2009 N=1,022.



‘N’ o
Changes in debt/value ratio in past 12 months

2017 A 29% 30% 19% 5% -
After significantly more

2016 22% 29% 24% 5% investors (53%) said their

debt/value ratio decreased

substantially in 2016,

2014 Y 33% 29% i 6% there is growth in the No
Change rating to 29%.

2015
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M Increased substantially (by more than 10%) W Increased a little (by less than 10%)
m No change B Decreased a little (by less than 10%) .
. , Smaller investors are the
B Decreased substantially (by more than 10%) W Don't know Net percentage of .
investors with an least likely to have seen a
BY REGION ) : 0
increase/decrease decline (36%).
ROSIN=68 NI 29% 32% 22% 6% -449
A % Aucklanders had the
lowest number
RONI N=163 25% 32% 25% 6% _44% _ , _
experiencing a decline
(43%) and 34% of
Canterbury N=109 6% 34% 35% 10% 3%, -27% .
Canterbury investors had
Wellington Region N=95 22% 28% 27% 5% -39% no change.
[0)
Waikato N=71 25% 25% 25% 4% -319% 19% of Augklandgrs and
20% of Waikato investors
auckiand N-153 [ S 33% S — S 5% had an increase, primarily
due to purchasing another
. . o . property.
CAMORRA Has this debt / value ratio changed over the past 12 months (including a change in property value)?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674, 2015 N=1,150, 2014 N=1,156
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Factors driving change in debt/value ratios

FACTORS DRIVING INCREASE FACTORS DRIVING DECREASE

Lower principal repayments due 1% Sold an investment property - 17%
to higher interest rates ° and paid down debt
Lower principal repayments Higher principal repayments )
. 8% . 15%
due to lower rental yields due to lower interest rates

Lower principal repayments I Higher principal repayments 6%
(o]

due to other reasons due to other reasons
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Decrease in properties' value . 5% Other 6%

For the 49% of investors whose debt/value ratio has decreased, the key driver has been increased property values.

These investors have also been taking advantage of lower interest rates with 15% saying the higher principal repayments are reducing their
debt/value ratio.

There has been an increase in investors who have sold an investment property and paid down debt to 17% from 10% in 2016.

CAMORRA What is the main reason your debt / value ratio has decreased n the past 12 months?
RESEARCH LTD - DRIVING CHANGE Base: Increase in debt/value ratio 2017 N=115, Decrease in debt/value ratio 2017 N=356.




Factors driving change in debt/value ratios

FACTORS DRIVING DECREASE BY REGION

B Sold an investment property and paid down debt

B Higher principal repayments due to lower interest rates

Auckland N=105 5% 53%
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Higher principal repayments due to higher rental yields
Higher principal repayments due to other reasons
B Increase in properties' value

Wellington Region N=32
H Other

8% 9% 6%

Property value increases is the main reason
investors have experienced a decrease in
LVR.

Canterbury N=53 10%

Those in Canterbury have taken the
greatest advantage of lower interest rates,
and those in RONI have sold an investment
property to reduce their LVR.

Rest of NI N=72 4%

CAMORRA What is the main reason your debt / value ratio has decreased in the past 12 months?
RESEARCH LTD - DRIVING CHANGE Base: Decrease in debt/value ratio 2017 N=356. Some regions hidden due to small sample sizes.




Impact of further tightening of restrictions: debt-to-income

AFTER 12 MONTHS FOLLOWING CHANGE

49% 46%
It would not change my strategy It would not change my strategy
. E= - E&

7% 9%
I would be more likely to buy an investment property
B I

32% ) ) 28%
| would be less likely to buy an investment property

I would be less likely to buy an investment property

8% ] ) 7%
I would be more likely to sell an investment property
Il M

5% . ) 5%
I would be less likely to sell an investment property
M s M

4% ) ) ) 7%
I would be more likely to build a new investment property
Il o I

5% ) ) ) 5%
I would be less likely to build a new investment property
Bl - B o

Total M Investors 75% or more leverage level Total M Investors 75% or more leverage level

| would be more likely to buy an investment property

I would be more likely to sell an investment property
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I would be less likely to sell an investment property

I would be more likely to build a new investment property

I would be less likely to build a new investment property

About half of investors say debt-to-income would not change their strategy. Those with a higher LVR would be less likely to buy an investment
property in the short and medium term. There is no difference across investor size or house hold income.

With the Reserve Bank of New Zealand (RBNZ) consulting on potential debt-to-income ratios, in what way would this impact your property investment strategy... in the first 12 months following the

CAMORRA change?/ after 12 months?

RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706, Investors with typical leverage level of 75% or more N=89.
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Support and information highlights

Over half of investors currently use a property manager and a third of those
that don’t use one would consider using one.

Consideration factors in choosing a property manager are:
- Tenantscreening - 75%

- Inspection processes - 51%

- Cost as a percentage of rental income —41%

Around a third of investors use MBIE services at least once a year. Rental
statistics are by far the most frequently used MBIE service.
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The NZ Property Investor magazine is used by around 40% of investors and is
particularly popular for investors with large portfolios. 54% of investors with
7-10 properties say they use the magazine.

Auckland investors are significantly more likely to use landlords.co.nz. They
are significantly less likely to use the Property Investor Magazine (32%).

CAMO' A

RESEARCH LTD - DRIVING CHANGE




Use of property managers

. 51% 52% 54%
42% 42% 42% 45% 44%
Over half of investors currently use
a property manager and a third of
those that don’t use one would
consider using one.
2010 2011 2012 2013 2014 2015 2016 2017

= Currently use

PROPERTY MANAGER CONSIDERATION PROPERTY MANAGER CONSIDERATION FACTORS
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YES NO Tenant screening e.g. credit checked and referrals 75%
35% 65% Inspection processes 51%
Cost - percentage of rental income 41%
) ) Late rent policy and collection processes 34%
The key consideration factors are tenant 4 _
’ ) ) Geographical location 25%
screening, inspections and cost — the
Cost - fixed fee 19%
same as 2016.
Number of properties they manage 16%
Repair processes 14%
Marketing costs for finding new tenants 5%
If they charge tenants a letting fee 1%

Do you currently use a property manager for any of your investments? Would you consider using a property manager for any of your investment properties? If you were considering who to use for a
CAMORRA property manager for your current properties, which of the following would be the three most important?
FESEARCHLID - DRIVING CHANGE Base: All property investors, 2017 N=706, 2016 N=674. Consideration of Property Manager N=339, Consideration factors N=483.
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MBIE Tenancy Services website and call centre use

Rental statistics 3 40% 20% 36%
Rental statistics are by far Landlord e-newsletters 32% 8% 53%
the most frequently used
MBIE service. o ‘
Publications and guides 4 13% 36% 48%

Downloadable forms
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Bond advisory call centre

Tenancy advisory call centre

Landlord pack

Fortnightly B Monthly H Yearly W Don't use

CAMORRA Through the MBIE Tenancy Services website and call centre the following resources are available. How often do you use each of these resources?
RESEARCH LTD - DRIVING CHANGE Base: All property investors, 2017 N=706.




Information sources

INFORMATION SOURCES DURING 2016/17 PERIOD

NZ Property Investor Magazine
Newspapers

Internet sites - landlords.co.nz

NZ Property Investors' Associations
Real Estate Agents

Banks / Lenders

Internet sites - tenancy.govt.nz
Internet sites - other

Property Managers

Internet sites - NZPIF.org.nz
Internet sites - propertytalk.com
Mortgage Brokers

NZ Property Investors' Federation
Accountants

Friends and Family

NZ Property Investors' Federation e-newsletter
Conferences

Books

Personal coach / tutor / companies
None of the above

Lawyers

CDs / Software

Other

CAMORRA

RESEARCH LTD - DRIVING CHANGE

24%
23%
19%
16%
14%
13%
13%
13%
10%
10%
10%
8%
6%
6%

5%
5%
5%
2%
1%
0%
3%

During 2016/2017 what sources of information did you use to monitor the property market?
Base: All property investors, 2017 N=706.

31%

39%

Auckland investors are significantly more
likely to use landlords.co.nz (31%). They
are significantly less likely to use the
Property Investor Magazine (32%).

Waikato, ROSI and RONI investors are
significantly more likely to use the
Property Investor Magazine.

The Property Investor Magazine is most
popular amongst those with larger
portfolios.
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Demographics
and Sample proﬂle

[Traditional Channels N=706]

"'.
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Demographics

([ ] ®

Under 20 years 0% 67%
20 - 29 years l 2% * 33% Northland (RONI) I 2%
30-39vears [ 12% waikato [ 8%
40 - 49 years _ 21% Tauranga (RONI) . 4%
50-59vears | NG 35 Hawkes Bay (RONI) [ 4%
60 plus years || || 23+ Wairarapa (RONI) | 0%
I'd prefer not to answer this I 1% Manawatu (RONI) - 4%

REGION MOST ASSOCIATE WITH Wanganui (RONI) | 15%

Rotorua (RONI) I 2%
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New Zeatand | 5 raranaki (Ron) [ 2%
Australia I 2% Wellington Region - 11%
Asia (including Middle East) I 3% West Coast (ROSI) 0%
Europe I 1% Nelson (ROSI) . 3%

Marlborough (ROSI) I 1%

Canterbury _ 12%

e N sout comertur. | 15
Asia (including Middle East) _ 35% Otago (ROSI) I 1%
Europe _ 12% North Otago (ROSI) 0%

pacific [ 6% Southland (ROSI) | 1%
Outside New Zealand . 3%

REGION LIVING IN (OUTSIDE NZ) NB N=17
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Demographics

INVESTMENT PROPERTY OWNERSHIP STRUCTURE ANNUAL HOUSEHOLD INCOME

Own in your own name _ 39% Less than $10,000 I 1%
Look through company (LTC) _ 35% $10,000 - $19,999 I 1%
Family Trust _ 26%

Company - 13%
Partnership - 10% »30,000 - 539,999 I 1%
Qualifying company [l 5% $40,000- 549,999 [ 2%
Trading Trust - 5%

$20,000 - $29,999 | 1%

$50,000-$59,999 I 3%

PROPERTY INVESTORS ASSOCIATION MEMBERSHIP $60,000 - $69,999 l 3%

$70,000 - $79,999 . 4%
Auckland N=85 - 5%

Waikato N=25 0%

Wellington Region N=39 _ 10%
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$80,000-589,999 [} 5%

$90,000 - $99,999 - 6%

$100,000 - $149,999 [ G 2>~
Canterbury N=20 - 5% °
$150,000 - $199,999 - 13%
Restof NiN=58 || 7 ’ /
restofsin-2s [ - 5200000 plus - 2>

| prefer not to say 15%

Don't know 1%
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contact

Neil Hanna | Consultant | Camorra Research Limited

email neil.hanna@camorraresearch.co.nz | mobile 021 91 91 87
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