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1 Introduction

This report has been prepared by BERL for Nature Coast Enterprise. It updates the Nature

Coast regional profile with the latest key indicators available with supporting commentary.

The Nature Coast is the combined area of the Kapiti Coast and Horowhenua districts. The
indicators in this report are the combined measures for those two districts. The majority of
the latest available data is for year ended September quarter 2007. The indicators for the
Nature Coast region are compared with relevant nationwide figures to provide a picture of

the health of the region relative to that of the country.

Section 3 contains a summary of New Zealand’s recent economic performance. The
following sections present information for car registration numbers, tourism and
accommodation sector indicators, external migration, population as well as housing and

building sector measures for the Nature Coast region.

The scope of the information presented in this report is limited by the data available. There
are only a few indicators available at the individual council level, which are updated on a
regular basis. We had planned to include some retail trade and average income data in this
report, but the data was not available at the time the report was completed. We will

endeavour to get this included in the next report.

Statistics New Zealand (SNZ) is the source for the majority of the raw data discussed in this

report, with Quotable Value (QV) data being used to inform the housing market summary.
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2 Summary

The latest data (mostly for periods to September 2007) suggests the Nature Coast region
has been experiencing modest growth, compared to the previous year. Table 1 summarises
the performance of the region over the 2005 to 2007 period, compared to the national

averages.

Table 1 Summary table of economic performance

Above national average Below national average
Tourism (except capacity)

Housing market External migration
Residential building construction Population growth

Non-residential building construction

Car registration numbers went down in the Nature Coast region from October 2005 to 2007,

almost at the same rate as the whole of New Zealand.

Population growth has been easing in this region, compared to that nationally; and external
migration has been increasing with more permanent or long-term departures and less
arrivals. Data is not available to conclude whether this has had an impact on the labour
market yet. However, these flows can only place increasing pressure on an already

intensely competitive market for skilled labour.

The accommodation survey shows a growing occupancy rate, stay nights, and guest nights
in the last two years. This is consistent with gradual recovery in activity experienced recently

by the tourism sector across the country.

The property market in the region has outperformed that of New Zealand, with faster growth
in average house prices and the number of house sales from September 2005 to 2007.
Residential building consent numbers in the region in the past year have recovered from
their decline a year earlier. In addition, non-residential building construction activity
continues to be buoyant in the region. Not only has the number of non-residential consents
risen by 31.3 percent from September 2005 to 2007, their value has doubled over the last

two years.

3 Quarterly update report for Nature Coast
Nature Coast Enterprise
November 2007



3 New Zealand context

This section discusses the current economic situation across New Zealand. It provides a
background to the issues facing the New Zealand economy, on which the performance of the

Nature Coast can be compared.

3.1 Earnings and spending
Employment

The number of people with jobs grew by 32,400 for the year ending September 2007. This
compares to the 31,000 average rate of increase for the last five quarters. Signs of shifting
from full-time to part-time were observed. The main reduction in full-time employment
happened in the processing industries; for instance, food and beverages manufacturing.
Surprisingly, the reduction also occurred in construction related industries. The fast growing
finance and insurance industry had a large number of full-time jobs shifted to part-time

status.

On the positive side, increases in both full-time and part-time employment were recorded in
the primary sector. Tourism related industries, especially accommodation, cafes, and

restaurants, also increased employment, compared to the previous year.

Internationally, the high exchange rate slowed down the growth of the export related
industries; however, high demand for dairy products pushed up global dairy prices and

encouraged more employment in dairy or agriculture related industries and sectors.

3.2 People and tourism
Migration

Signs of easing are apparent in recent net migration numbers. Further easing is expected as
the gross outflow increases, while the gross inflow settles at its current level. Nevertheless,

we continue to expect net migration to remain positive over the coming years.
Tourism

News from the tourism sector continues to be good. Compared to August 2006, this year
saw higher numbers of guest nights, average lengths of stay, and guest per night nationally.
International guest numbers outperformed the domestic numbers, indicating a growing

popularity of New Zealand as a holiday destination.
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Regionally, the South Island grew at a higher rate, compared with the North Island.
Canterbury, Nelson/Marlborough/Tasman, and Auckland outperformed the rest of New

Zealand.

3.3 Building and construction
Building & construction

Nationally, the decline in new dwelling consent numbers has been easing; and for non-

residential consents, values increased while numbers dropped in year to September 2007.

New apartment consents dropped to a historical low in the year ended September 2007,
which was countered by increases in the non-apartment sector. There has been significant
growth in consents issued for shops, restaurants, and taverns, and office and administration

buildings.
Manufacturing

According to the Performance of Manufacturing Index (PMI), the manufacturing sector
continued to grow from September to October 2007, although there was disappointing news

coming from the export related manufacturing industries.

The high exchange rate, together with strong international competition, remain the primary

influences on the performance of this sector.
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4 Earnings and spending

This section looks at the data available on the earnings and spending in the Nature Coast
region. We had planned to include some retail trade and average income data in this report,
but the data was not available at the time the report was completed. We will endeavour to

get this included in the next report.

4.1 Car registrations

Table 2 shows the number of car registrations from October 2005 to 2007 in the Nature
Coast region and for New Zealand. The 2,601 car registrations in the year to October 2007
in the Nature Coast region was of 5.8% below those of a year ago and nearly 12% below

those of two years earlier. These declines are in line with those experienced across New

Zealand.
Table 2 Car registration numbers
Year ending % change
Oct-05 to Oct-06 to Oct-05 to
Car Registrations Oct-05 Oct-06 Oct-07 Oct-06 Oct-07 Oct-07
Nature Coast 2,953 2,760 2,601 -6.5% -5.8% -11.9%
New Zealand 230,331 206,338 197,254 -10.4% -4.4% -14.4%

source: Statistics New Zealand (Oct years)

Consistent with the declining trend nationally, the number of new car registrations in the
region went down sharply during calendar 2006. Mid-2007 saw a further decline in
registration numbers, compared with the national numbers, as shown in Figure 1. However,

there has been a rebound in recent months in both the regional and national figures.
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Figure 1 Car registration numbers, October 2005-2007
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5 People and tourism

5.1 Accommodation Survey

Table 3 presents key indicators of tourism activity in Nature Coast and in New Zealand. In
the Nature Coast region, the number of accommodation establishments totalled 666 to the
year ended September 2007, up 0.6 percent from 2006 and 6.7 percent from 2005. This

compares with an increase of 5.3 percent in New Zealand.

While capacity in the New Zealand accommodation sector has been increasing since 2005,
capacity in the Nature Coast region has declined considerably. However, this has been

countered by a significant rise in occupancy rates.

However, occupancy rates in the region remain well below the national average of 38.1

percent in the year to September 2007.

The total number of guest nights rose noticeably in the year to September 2006, but has
remained static since. In contrast, New Zealand recorded an increase of 4.0 percent in
guest nights and 5.0 percent in stay nights between 2005 and 2007, with most of that growth
occurring during 2007.

Table 3 Tourism indicators

Year ending % change
Sep-05 to Sep-06 to Sep-05 to
Tourism Sep-05 Sep-06 Sep-07 Sep-06 Sep-07 Sep-07
Nature Coast
Establishments 624 662 666 6.1% 0.6% 6.7%
Capacity ('000) 704 694 655 -1.4% -5.6% -6.9%
Guest nights ('000) 190 21 209 11.0% -0.9% 10.0%
Stay nights ('000) 104 126 125 21.2% -1.1% 19.9%
Occupancy rate 14.8 18.2 19.1 22.9% 4.8% 28.8%
New Zealand
Establishments 3,613 3,740 3,803 3.5% 1.7% 5.3%
Capacity ('000) 48,136 49,512 49,766 2.9% 0.5% 3.4%
Guest nights ('000) 31,599 31,333 32,866 -0.8% 4.9% 4.0%
Stay nights ('000) 18,078 18,122 18,975 0.2% 4.7% 5.0%
Occupancy rate 37.6 36.6 38.1 -2.5% 4.2% 1.5%

source: Statistics New Zealand (Sep years)

Figure 2 shows the annual guest nights for Nature Coast and New Zealand total from
September 2002 to 2007.
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Figure 2 Annual guest nights
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Guest night totals for New Zealand have experienced on-going growth over the past 5 years,
except for a subdued period during 2006. The total for the September 2007 year was 7
percent higher than 5 years earlier. However, regions tourism sector has been more volatile,
experiencing a significant decline during 2003 and 2004, before recovering in the following

two years. The region’s guest night numbers have since flattened.

The latest occupancy rate (Figure 3) on the Nature Coast represents a recovery to levels
experienced in 1999. Notably, though, the national occupancy rate has been increasing

steadily over that period.

Figure 3 Annual occupancy rate
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5.2 External Migration

Table 4 compares the external migration figures of the Nature Coast region and New
Zealand. In the year ended September 2007, the number of arrivals totalled 818 for Nature
Coast, an increase of 2.9 percent from 2006. However, there were more than 1,000
departures to the year ended September 2007, a 32.4 percent increase from 2006. As a

result, the Nature Coast region experienced net outward migration.

Table 4 External migration

Permanent and long- Year ending SeosT %sCha;egf S oeT
I ep-05to Sep-06to  Sep-05 to
term migration Sep-05 Sep06  Sep-07 gep—OB gep—O? gep—07
Nature Coast
Arrivals 819 795 818 -2.9% 2.9% -0.1%
Departures 946 788 1,043 -16.7% 32.4% 10.3%
Net Migration -127 7 -225 -105.5% -3314.3% 77.2%
New Zealand
Arrivals 78,939 81,641 83,004 3.4% 1.7% 5.1%
Departures 72,534 68,441 74,695 -5.6% 9.1% 3.0%
Net Migration 6,405 13,200 8,309 106.1% -37.1% 29.7%

source: Statistics New Zealand (Sep years)

As shown in Figure 4, the difference between permanent or long-term departures and
arrivals in the Nature Coast region increased between 1994 and 2001, with departures
almost twice as much as arrivals in 2000. Thereafter, net migration went close to zero
around 2003/04 and 2006. However, departure numbers picked up again in 2006, resulting

in a further period of net outward migration.

Figure 4 Departures & arrivals in the Nature Coast region, Sep 1991-2007
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5.3 Population

Population growth on the Nature Coast has been steady, up 0.8 percent over 2005-2006 and

0.5 percent over 2006-2007. However, these growth rates were below the national

averages.
Table 5 Population growth
Year ending % change
Jun-05 to Jun-06 to Jun-05 to
Population Jun-05 Jun-06 Jun-07 Jun-06 Jun-07 Jun-07
Nature Coast 77,500 78,100 78,500 0.8% 0.5% 1.3%
New Zealand 4,098,900 4,184,600 4,228,000 2.1% 1.0% 3.1%

source: Statistics New Zealand (Jun years)

Also, due to the growing discrepancy between arrivals and departures, population growth in

the region has eased in recent years, as shown in Table 5.

Figure 5 Estimated population growth, year end % change, 2000 - 2007
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The Nature Coast region had strong population growth of 2.5 percent in 2001; however, this
growth rate declined to around 1.0 percent from 2002 to 2006. 2007 saw a further decline of

the growth rate.

Nationally, population growth slowed slightly over the 2004-2005 period, as shown in Figure

5, before returning to over 1 percent per annum expansion in the past couple of years.

1"
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6 Building and construction

6.1 House prices and sales

Tables 6 and 7 show average house prices and the number of house sales in Nature Coast

and New Zealand.

Table 6 Average house prices

Prices % change
Jun-05 to Jun-06 to Jun-05 to
Housing Jun-05 Jun-06 Jun-07 Jun-06 Jun-07 Jun-07
Nature Coast 232,155 263,771 308,382 13.6% 16.9% 32.8%
New Zealand 308,788 340,978 389,564 10.4% 14.2% 26.2%

source:Quotable Value (Jun years)

The table shows that the average house prices in the region have grown at a faster rate than
the national average over both the 2006 and 2007 June years. The overall house price
growth for Nature Coast from June 2005 to 2007 was nearly 7 percentage points above the

national average.

The number of sales in the Nature Coast region went up 4 percent over 2005 — 2006 period,
but fell back in the year to June 2007. This compares with an 8 percent growth in the

number of house sales nationally over the latest year.

Table 7 Number of house sales

Sales % change
Jun-05 to Jun-06 to Jun-05 to
Housing Jun-05 Jun-06 Jun-07 Jun-06 Jun-07 Jun-07
Nature Coast 2,308 2,400 2,369 4.0% -1.3% 2.6%
New Zealand 94,868 87,978 95,000 -7.3% 8.0% 0.1%

source:Quotable Value (Jun years)

6.2 Building consents

The Nature Coast region registered a 3 percent increase in the number of residential building
consents from September 2006 to 2007. Indeed, the region outperformed the national
situation, where residential consents fell marginally. Notably, the value of the consents in

region increased by 9.4 percent from 2006 to 2007, as shown in Table 8.

12 Quarterly update report for Nature Coast
Nature Coast Enterprise
November 2007



Table 8 Residential building consent numbers and values

Residential building Year ending % change
consents Sep-05 to Sep-06 to Sep-05 to
Sep-05 Sep-06 Sep-07 Sep-06 Sep-07 Sep-07
Nature Coast
Number 589 549 566 -6.8% 3.1% -3.9%
Value ($million) 118 115 126 -2.9% 9.4% 6.2%
New Zealand
Number 27,092 26,101 26,068 -3.7% -0.1% -3.8%
Value ($million) 5,629 5,855 6,434 4.0% 9.9% 14.3%

source: Statistics New Zealand (Sep years)

Figure 6 illustrates the percentage change in residential consent numbers for the region and

New Zealand. The regional picture has been relatively settled over the last five years in

contrast to large swings over the 1999 — 2002 period. However, growth nationally over the

2002 — 2003 period was noticeably greater than that in the region.

Figure 6 Residential building consent numbers, year end % change
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As for the non-residential buildings sector, the value of consents in the region has doubled in

the last three years, whereas the national totals have stayed constant over same period.

Table 9 Non-residential building consents

Non-residential building Year ending % change
consents Sep-05 to Sep-06 to Sep-05 to
Sep-05 Sep-06 Sep-07 Sep-06 Sep-07 Sep-07
Nature Coast
Number 112 110 147 -1.8% 33.6% 31.3%
Value ($million) 12 21 30 76.5% 42.9% 152.2%
New Zealand
Number 16,648 17,163 16,864 3.1% -1.7% 1.3%
Value ($million) 4,103 4,027 4,104 -1.9% 1.9% 0.0%

source: Statistics New Zealand (Sep years)
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All work is done, and services rendered at the request of, and for the purposes of the client only. Neither BERL nor
any of its employees accepts any responsibility on any grounds whatsoever, including negligence, to any other
person.

While every effort is made by BERL to ensure that the information, opinions and forecasts provided to the client are
accurate and reliable, BERL shall not be liable for any adverse consequences of the client’'s decisions made in
reliance of any report provided by BERL, nor shall BERL be held to have given or implied any warranty as to

whether any report provided by BERL will assist in the performance of the client’s functions.
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