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Property investors have been firmly in the spotlight for the past 
four weeks, with much discussion about the pros and cons of the 
Government’s decision to remove/taper mortgage interest 
deductibility, and how landlords might react. Of course, a key 
reason why the Government has tightened investor policy is to 
help first home buyers (FHBs) access the property market. So how 
have FHBs really been faring lately?

In terms of their share of property purchases, FHBs had actually 
done pretty well up until Q3 2020, with a figure of 25% – a record 
high (see the first chart). This reflected factors such as their ability 
to access KiwiSaver for the deposit (or part thereof), as well as a 
willingness to look at cheaper property types and/or locations.

However, the past six months have been far less favourable for 
FHBs. Since September, average property values across NZ have 
risen by $101,813 (13.7%) to hit $845,491, which means a 
significant amount more saving for FHBs to reach the 20% deposit 
mark. And during that period, their share of purchases has 
dropped back relatively sharply to 21%, the lowest level in three 
years and back down to roughly its long-term average.

At a more detailed level, the second chart shows that 
Christchurch and Dunedin still have a higher share of FHBs than 
normal (along with ‘provincial’ areas such as New Plymouth and 
Nelson), but Auckland, Wellington, and Hamilton are only in line 
with their averages or slightly below – as well as areas such as 
Invercargill, Whangarei, Palmerston North, and Whanganui.

It’s no surprise that some of that second batch of areas, where 
FHBs are perhaps now showing signs of ‘fatigue’, are also those 
that have seen very strong investor interest and/or rapidly rising 
property values. Indeed, Invercargill and Palmerston North for 
example each had a 35% market share for mortgaged investors in 
Q1 2021, both record highs. We’re certainly not saying that a high 
investor presence necessarily pushes up prices faster than 
otherwise, but it’s also interesting to see in the third chart that 
successful FHBs in Whanganui (again as an example) in Q1 2021 
paid/had to pay a median price 34% above a year earlier.

Finally, the CoreLogic Buyer Classification series indicates that 
FHBs’ market share for new-builds has been rising steadily in 
recent years and is now at 29% - much higher than their 21% 
share across all properties (see the fourth chart). By contrast, 
investors’ 37% share for new-builds (while still higher than FHBs) 
is lower than their overall figure. But now that investors have 
increased tax incentives to target new-builds, FHBs may well start 
to face even more competition in that segment. Accordingly, their 
attention may well start to shift back towards existing properties, 
which after all is a far bigger segment at any given point in time.  

Up to Q3 2020 first home buyers (FHBs) had actually had a strong property market share. But the rapid rise in values since 
then has caused them some ‘fatigue’, in terms of keeping up with deposit requirements – hence their share of purchases 
has dropped from 25% to 21%. From that perspective, the Government would probably say that their tax policy changes to 
discourage leveraged investors from buying existing properties (and help FHBs) have been well-timed. However, it’s also 
important to reiterate that FHBs are keen on new-builds, a segment where competition from investors is set to increase.

‘Fatigued’ first home buyers likely to increase focus on existing properties

NZ % of property purchases (Source: CoreLogic)

Main centres FHB % share of purchases, ranked by 
largest difference from average (Source: CoreLogic)

FHB median price paid, selected areas, % change Q1 
2021 vs Q1 2020 (Source: CoreLogic)
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