Urban Development Capacity Indicators for Palmerston North
March 2022
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Background
This report has been produced to meet the quarterly monitoring requirements of the National Policy
Statement on Urban Development 2020. Local authorities are required to monitor:
a) the demand for dwellings
b) the supply of dwellings
c) prices of, and rents for, dwellings
d) housing affordability
e) the proportion of housing development capacity that has been realised:

f)

(i)

in previously urbanised areas (such as through infill housing or redevelopment); and

(ii)

in previously undeveloped (i.e., greenfield) area

available data on business land.

Further information
Strategic Planning Unit
Palmerston North City Council
Private Bag 11034, Palmerston North 4444
Phone: 06 356 8199

Number of new dwellings consented by type and value
Consents for 81 new residential
dwellings were issued in the March
2022 quarter, a decrease of 44 percent
from the March 2021 quarter.
(Source: Statistics NZ)

In the year to March 2022, 494
consents for new residential dwellings
(houses, apartments, townhouses and
units in retirement villages), valued at
$208 million were approved for
construction in Palmerston North. This
compares to 553 new dwellings in the
year to March 2021, a decrease of 59
dwellings (11 percent decrease). The
value of new dwellings approved
increased by 11 percent.
(Source: Statistics NZ)

Price-cost ratio trends for Palmerston North
Price-cost ratios compare the extent to
which construction costs or land costs
contribute to house prices. The latest
price-cost data to 2021 shows an
acceleration in land values since 2016,
while construction costs have increased
more slowly. MFE/MBIE notes that
cost-price ratios between 1 and 1.5
suggest the supply of land and
development opportunities are relatively
responsive to demand.
(Source: MHUD)
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Dwelling sales price
The median house sales price in
Palmerston North was $670,000 in the
12 months ending March 2022,
compared to $651,000 the year before.
It increased of 2.9 percent ($19,000)
from the previous year.
The strongest increase in median house
sales prices for comparable sized urban
area was in Whangarei, where prices
increased by 22.9 percent, while the
weakest increase was in Dunedin,
where the increase was 2.0 percent.
(Source: MHUD)

Housing affordability (buy)
Housing affordability in Palmerston
North deteriorated between March 2021
and March 2022. Average house values
in the city increased from 6.4 times
average annual household income in
the year to March 2021 to 6.9 times in
the year to March 2022.
In comparison, the affordability ratio for
New Zealand deteriorated from 7.8 to
8.8.
(Source: Infometrics)

Change in the supply of rental housing
There were 7,548 active residential
rental bonds registered by the Ministry
of Business, Innovation and
Employment (MBIE) at the end of
March 2022, a decrease of 96
compared to a year ago.
(Source: MBIE)
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Palmerston North share of New Zealand active rental bonds and population
Palmerston North has experienced
weak growth in its rental stock
compared with national growth. As a
result, the city’s share of active rental
bonds has declined from 2.5 percent of
the national total in March 2000 to 1.97
percent by March 2022.
A decline in tertiary education student
numbers is likely to be an important
contributor to the city’s declining
population and rental bond share.
(Source: MBIE/Statistics New Zealand)

Dwelling rents
Annual average weekly dwelling
geometric mean rents in Palmerston
North were $460 in the year ending
March 2022, increasing by $48 per
week 11.7 percent) from 2021.
The average weekly dwelling rents in
other centres were:
Hastings - $502
Whangarei - $493
Dunedine - $480
Hamilton - $471
New Plymouth - $462
(Source: MBIE)

Rental affordability
Rental affordability in Palmerston North
continued to decline since December
2018. Average rents increased from
19.5 percent of average household
income in March 2021 to 20.6 percent in
March 2022.
New Zealand’s ratio in March 2022 was
22.1.
(Source: Infometrics)
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Value of non-residential consents issued by type
The
value
of
non-residential
consents issued in the year ended
March 2022 was $146 million, a
decrease of 19 percent from 2021
($35 million decrease).
The largest contributors were
factories, industrial and storage
buildings - $58 million and office,
administration and public transport
buildings - $26 million.
(Source: Statistics NZ)

GDP Growth
Infometrics
provisional
GDP
estimates suggest Palmerston North
there was 6.4 percent
growth in
GDP in the year ended March 2022.
GDP growth for New Zealand was
5.2 percent.
Annual GDP growth in Palmerston
North has been stronger than the
average for New Zealand since
December 2018.
(Source: Infometrics)

Major construction projects
Major development and construction
projects announced recently for
Palmerston North and the Manawatū
region amount to approximately $8
billion of construction activity over
the period to 2035.
Some projects are still waiting for
final approval.
(Source: Palmerston North City Council)

Urban Development Capacity Indicators report – March 2022

6

