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Don’t stop me now
Building Work Put in Place: December 2016 quarter

• Building activity rose 1.9% in the December 
quarter, and is up 14.5% over the past year.

• December’s increase was due to gains in both 
residential and non-residential building activity.

• There were strong gains in activity in Auckland and 
Wellington. At the same time, we have continued to 
see activity in Canterbury easing back.

• The outlook for construction activity is strong. 
However, cost pressures in the construction sector 
are continuing to build (excuse the pun). 

Overview
Construction activity continued to increase in December 
quarter, with gains widespread across regions. Over the 
quarter, overall building levels were up 1.9%, supported by 
increases in residential (+1.1%) and non-residential (+3%) 
activity. This continued strength is all the more impressive 
given the significant disruptions to activity in parts of the 
country as a result of November’s Kaikoura earthquake. Over 
the year, building levels were up a solid 14.5%.

Looking at residential building, December’s 1.1% gain is a 
bit of step down from the rates that we had seen in recent 
quarters. However, gains in recent years have been very 
strong - residential building levels have risen by around 15% 
over the past year, and they’re up a whopping 93% since 
December 2011 when the Canterbury rebuild was in its early 
stages. This strong activity in recent years has seen the 
construction sector becoming stretched. Businesses we’ve 
spoken to have highlighted difficulties finding skilled labour, 
which may provide a brake on growth over the coming years. 
We’re also likely to see increased pressure on costs.

Building work put in place, quarterly volumes 
(seasonally adjusted)
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On the non-residential front, December’s 3% gain leaves 
building levels up close to 14% over the past year. That’s been 
supported by strong increases in office construction and 
spending on education assets.

Regional breakdown
Looking at the regions, we’ve seen widespread gains in 
building activity. There have been particularly strong gains 
in residential construction in Wellington, with a 10% gain in 
December, coming on top of a 13% increase in September. 
That leaves residential construction levels up nearly 32% over 
the past year. Wellington hasn’t seen the same significant 
underbuilding of homes that Auckland has. Nevertheless, the 
Capital has seen pressures emerging in its housing market, 
which is spilling over into increased pressure on prices and 
rents. Consequently, these increases in building levels are a 
welcome development. Non-residential building in the Capital 
has been softer (down 6% over the past year), but we should 
see it climb over 2017, supported by earthquake related 
repairs and strengthening work.

Building levels are also rising in Auckland, with a 4.5% gain 
in residential building over the December quarter, and a 30% 
increase over the year. But there’s still a long way to go before 
the significant underbuild of homes in Auckland is addressed. 
Auckland currently needs to be building upwards of around 
11,000 homes a year. But over the past year, only 10,000 new 
homes were consented, and even fewer were completed. We 
do expect that building levels will rise over the coming years, 
especially as many of the teething issues around the Unitary 
Plan have been resolved. However, undersupply of housing 
in Auckland will likely get worse before it gets better. Non-
residential building in Auckland is continuing to charge ahead, 
with building levels up around 40% over the past year.

Growth in total building work put in place, value terms
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In contrast to the rest of the country, residential building 
activity in Canterbury has been declining and is down 6% over 
the past year. That was to be expected. It’s been six years 
since the major quakes that struck the region. And while 
there’s still a lot to do, reconstruction is well advanced. What 
we’re seeing is a normal easing back after strong activity in 
recent years. There has been a reorientation of construction 
activity in Canterbury away from residential work towards 
non-residential activity. Walking around Christchurch this 

week and talking to businesses, the tone is very positive. 
Completions are increasing and businesses are moving back 
into the central city. At same time, the drivers of activity in 
the region are shifting from reconstruction work and towards 
demand in other areas like services and tourism.

Costs
With strong gains in activity, it is unsurprising that we have 
seen costs rising. Construction costs rose by an estimated 
5.9% over the year to December - their fastest pace since 
2005. Costs have risen in both the residential and non-
residential space.

With a strong outlook for construction activity over the coming 
years, we expect cost pressures to be sustained for some 
time, and risks are to the upside.

Outlook
We expect construction levels will remain strong for some 
time. There is a large pipeline of work spread across the 
country. This includes very strong residential demand in 
Auckland and elsewhere, as well as a large amount of planned 
infrastructure work nationwide, and continuing reconstruction 
activity in Canterbury (though this has started to ease back). 
On top of these factors, reconstruction following the recent 
earthquakes near Kaikoura reinforces a strong outlook for the 
construction sector over the coming years. However, emerging 
capacity constraints may provide some brake on growth.

Satish Ranchhod 
Senior Economist
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