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Investors move to commercial funds
A major commercial property funds manager says it’s seeing a growing number of 
clients cashing up their residential properties to reinvest in commercial funds. 

PMG Property Funds Management Limited (PMG) has recently closed its latest 
investment offer in its PMG Generation Fund to acquire a high-profile large format 
retail property in Hastings, predominantly tenanted by Farmers, and which it’s 
buying for $26.95 million.  

Chief Executive, Scott McKenzie, reports a strong response from investors across 
New Zealand, as more people seek to further diversify their investment portfolios 
to include asset classes like unlisted commercial property.

“While term (bank) deposits typically don’t perform well in inflationary periods 
like this, commercial property can offer a safe harbour for capital preservation … 
with the market change, we have seen clients moving their capital into a passive 
investment option.”

The company’s latest capital raise brings the total portfolio value of the fund to 
$203.6 million, with a diversified portfolio of six industrial and large-format retail 
properties.  

Intense competition for industrial space
Competition among investors, owner-occupiers, listed entities and syndicators is 
ensuring the Auckland industrial property sector maintains what has been tagged 
‘a stellar run’. 

Newly released data 
from Bayleys reveals 
that benchmark 
industrial rents 
are on the rise due 
to the persistent 
demand for space, the low vacancy levels, and to offset rising construction costs in 
new developments.

Scott Campbell, the agency’s national director industrial and logistics, believes that 
while investors may become more selective when acquiring industrial assets, yields 
are likely to stabilise on the back of rises in wholesale interest rates.

“In the development sector, favourably-zoned land remains in short supply with 
challenges ahead for cost-effective project delivery ... looking at long-term income 
return averages and capital growth indices, the industrial sector continues to 
outperform other commercial investment asset classes.

“The industrial sector continues 
to outperform other commercial 
property investment …”
Scott Campbell
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“The sector has emerged from the pandemic in very 
good heart and while we do expect some shifting of 
the goal posts in the year ahead, industrial remains a 
resilient, sought-after and viable sector.”

The report records the overall vacancy rate for 
Auckland industrial property at just 1.6% – the lowest 
level in 10 years

Campbell says occupiers looking for space in Otahuhu, 
East Tamaki, Wiri, Penrose and West Auckland are 
increasingly hamstrung … “search parameters are 
widening considerably”. 

During 2021, benchmark prime industrial yields in the 
Auckland region were at 3.75-4.5% and while yields 
are anticipated to stabilise in the wake of wholesale 
interest rate increases, Campbell said the sheer weight 
of capital seeking placement of funds is likely to bring 
some balance.

“New Zealand-based investors have benefited from 
closed borders, and have been quick to acquire 
property nationally.

“With the border opening back up to the rest of the 
world, we foresee an upswing in overseas buyer 
interest and investment here – particularly from large 
Australian-based institutional buyers who will come 
over to scope out opportunities.”

The battle to secure industrially-zoned land continues, 
with costs more than doubling in the last five years 
… precincts expanding on the fringes of Drury and 
Pokeno now popular.

“Occupiers are having to extend their Auckland search 
perimeters out to the region’s fringe or, at last resort, 
into other regions.

“The restricted supply of land is also hindered by 
infrastructure requirements and that the pool is 
dominated by a small number of parties who prefer not 
to sell, or will only sell as land and building packages.

Campbell added that rising construction costs and 
what he described as ‘gnarly supply chains’ are adding 
to development feasibility challenges for landowners.

“While these low vacancy levels are giving confidence 
to speculative developers, there is increasing concern 

over costs ... where these cannot be immediately 
bridged by higher rents, parties may tend to delay 
development rather than sell the land.”

Meanwhile Campbell has reiterated that the demand 
for distribution warehousing driven by the growth 
of e-commerce is the single largest influence on the 
industrial sector, with historically-low vacancy rates 
translating into fast lease uptake, and properties being 
leased well in advance of actual lease expiry dates or 
physical vacancies. 

“Occupiers need to be planning earlier and some are 
making early commitments for extra space to pre-empt 
and support business growth.”

The shortage of warehousing is also driving and 
facilitating the potential uptake of automation to 
increase efficiency in warehouses. 

“Technology like automated picking may enable 
more-effective use of space, but will also require 
corresponding upfront investment. 

“Updates to fire regulations stemming from improved 
sprinkler technology are enabling greater warehouse 
heights, however developers and existing building 
owners will be cautious when committing to increasing 
warehouse storage given fitout delays and supply chain 
disruptions.”

Campbell said larger occupiers, in particular, are intent 
on reducing carbon footprints as they incorporate 
greater sustainability. “Developers are responding 
with environmentally-sound design, and energy-saving 
technology.” 

Construction industry faces 
challenges 
If supply chain disruptions and severe labour shortages 
weren’t enough to put pressure on the country’s 
construction industry,  a surge in new building consents 
is adding to the burden. 

This from Corelogic, which says its latest Cordell 
Construction Cost Index  shows the country’s quarterly 
rate of growth hit a new record high, running at 2.4% 
for the first three months of 2022. The latest annual 
increase of 7.3% is also a new record, eclipsing the Q4 
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“Reduced dwelling consents in future would tend to 
underpin the values of existing properties.” 

A look at the Hawkes Bay property 
landscape
Mainstreet retail in Napier, Hastings and Havelock 
North reached 94% occupancy in September last year – 
the highest rate seen in six years.

This from valuers and property consultants, Turley & 
Co, in their most recent Property Indicators summary, 
though it notes that investment yields and cap rates 
for retail properties were historically low in 2021-22 
“although valuation factors may have peaked”.

The report covers the second half of 2021 and the first 
quarter of this year. It highlights:

• “Notwithstanding Covid”  retail spending in 
Hawkes Bay was 21.4% up in the last quarter of 
2021

• A new retail complex including a New World 
supermarket is to be built in Flaxmere

• The Hastings CBB is experiencing a renaissance 
and revival led by Hastings District Council 
initiatives

• “The Crossing” trade retail development in 
Taradale Road, Napier, is due for completion this 
year

• The second stage of a retail/office development in 
Joll Rd, Havelock North, is progressing. 

The offi ce sector

In Napier, Hastings and Havelock North prime office 
vacancy is estimated at 3%, with secondary space at 
10%. The commentary notes:

• Seismic performance continues to be an influence 
on the office market

• Effects on office property given remote working 
and working-from-home are still uncertain

• Napier continues to experience ‘migration’ 
of office occupiers to Ahuriri, and Hastings to 
Havelock North

2017 cyclical peak of 6.9%. 

Chief Property Economist, Kelvin Davidson, says while 
New Zealand’s overall economic momentum has 
lost a bit of lustre in recent months, the construction 
industry remains strong on the back of dwelling 
consents, which hit a record high in the 12 months to 
February.

“Estimates vary and carry uncertainty, but there’s a 
sense now that the industry itself might only have 
capacity for 30-35,000 dwellings in any given year – 
quite a bit lower than current consents, implying a 
spillover into future years.”

He says that while smaller dwellings such as 
townhouses and apartments account for 49% of the 
total figure and require fewer materials than standalone 
houses, “the sheer volume of new builds will mean 
there’s no respite for the stretched materials supply 
chain and an industry that’s facing labour shortages”.

Davidson says suppliers are passing through increases 
to their customers more often and can’t retain existing 
price lists for too long … wage costs are also rising 
in the house-building industry as firms work to full 
capacity.

He suggests higher mortgage rates and rising 
construction costs could potentially mean that, in the 
short-term, some home owners and buyers opt to forgo 
or delay new builds, renovations and alterations.

But he says that even if building consents tail off, 
it’s unlikely to translate into an easing of the index 
with rises forecast to continue throughout 2022 with 
delays in construction completion times and material 
shortages to remain.

“Simply based on the pipeline of dwelling consents 
already approved, builders will be busy for some time 
to come yet.”

 “One implication of the capacity pressures for 
house-building is the time between dwelling consent 
and completion could increase further … product 
substitution could continue to become more common 
…  either costing more for the same quality, or 
downgrading on quality to keep the costs similar.
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• Westpac is relocating to former Hastings Health 
Centre premises – the old Chief Post Office 
building

• A combined retail/office development is 
underway at Te Awanga, with first units due for a 
completion this month

Industrial property

• Vacancy in the industrial sector is estimated at 
between 3% and 7.5%

• Substantial new developments are underway or 
proposed, including BBI timber warehouse and 
MCL joinery factory at Irongate and NZ Frost Fans 
manufacturing facility in Omahu Road

• An $85 million state-of-the-art petfood factory for 
Ziwi at Awatoto is almost complete

• Hawkes Bay industrial land values have been 
increasing

• There is reduced industrial land use at Havelock 
North and Ahuriri with increases at Awatoto, 
Irongate, Omahu Road and Elwood Road

• Rental growth for industrial property is forecast 
to be in the range of 2.5% to 7.5% in the next two 
years. 

In brief
 Alan Gilbert has been appointed by CorelogicNZ as 

its Head of Banking & Finance Solutions and Diane 
Wyllie as Head of Banking & Finance Sales. 

 Statistics New Zealand has reported the country’s 
households as having saved $2.5 billion during the 
December 2021 quarter as “increasing incomes helped 
offset a rebound in household spending”. 

The agency says household disposable income grew 
2% in the December 2021 quarter to $52.9 billion, with 
spending rising to $50.4 billion. 

SNZ notes that households spent more on services 
and goods such as clothing, footwear, and electrical 
appliances, “which may have been less accessible 
during Level 4 restrictions in the September 2021 

quarter”. 

 The three-yearly Environment Aotearoa 2022 report 
produced by the Ministry for the Environment and 
Statistics NZ, suggests pressures of land-use change 
and intensification, pollution, invasive species, and 
climate change are having detrimental impacts on the 
environment. “Rare ecosystems and indigenous species 
are under threat.” 

The report draws on nearly 50 environmental 
indicators. 

 For the week ended 6 March 2022 it’s reported: 

• the total number of paid jobs was 2,322,100 (up 
0.26% on the previous week) 

• there were 106,640 paid jobs in primary 
industries (up 0.45%) 

• 447,370 paid jobs in goods-producing industries 
(up 0.18%%) 

• 59,780 paid jobs in unclassified industries (up 
1140 or 1.94%) 

 The country’s manufacturing sector has seen another 
improvement in its level of expansion, according to the 
latest BNZ - BusinessNZ Performance of Manufacturing 
Index (PMI).

The seasonally adjusted PMI for March was 53.8 - 0.2 
points higher than February, and above the long-term 
average of 53.1 for the survey.

BusinessNZ’s Director, Advocacy, Catherine Beard, said 
that the March result was another encouraging step 
towards getting the sector back on track.     

“Comments from manufacturers were still firmly 
in negative territory (64.2%), although down from 
69.9% in February ... unsurprisingly, Covid dominates 
discussion, with supply chain disruptions a key 
outcome.”

BNZ Senior Economist, Doug Steel, suggests 
that Omicron’s impact may not be as harsh as the first 
2020 lockdown or last year’s Delta lockdown, ‘but it’s 
there’ … adding that “production has struggled, with 
the index slipping to 50.9 in March and a bit further 
below its long-term average.” 
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 Construction of AMP Capital’s development ‘Quay 
Quarter Tower’ has been completed at 50 Bridge St, in 
the Sydney CBD. 

The project has transformed an existing 45-year-old, 
45,000m2 office building into an 89,000m2 commercial 
tower with a 4000m2 retail podium. The property has a 
pre-leasing commitment of 89%. 

 The future of air travel into Whangarei is under 
scrutiny with the district council starting consultation 
on alternatives for the existing airport at Onerahi. 
Limitations on the present facility include the short 
runway and smaller than usual safety areas at each end.

While there are no immediate plans for the airport to 

be re-located, the council has conceded that “one day 
there could be a requirement to shift the airport from 
Onerahi”. Potential new sites are being considered 
north of the city at Ruatangata and Ruatangata West, 
and another at One Tree Point, near Marsden Point. 

 Once a thriving tourist attraction, the former Waiwera 
thermal resort has lain idle for quite a few years. But 
now its present owner, Urban Properties, has proposals 
to resuscitate the site and has revealed it’s looking for a 
joint venture partner or buyer.

The first bathing facilities were opened on the site as 
long ago as 1850 and the first hotel followed 20 years 
later. The property is being marketed by Colliers. 

SOLD at auction at $935,000 - Queenstown industrial unit

AUCTIONS

Auckland South

► 1 Crispe Road & 1 
Clarks Beach Road, 
Clarks Beach, 1472m2 
residential development 
site in two titles, sold at 
auction at $1.76 million; 
returning $63,772 pa 
gross (Shane Snijder, 
Bayleys South Auckland, 
Michelle Mathieson, Bayleys 
Pukekohe)

Queenstown

► Unit 12, 26 Glenda Drive, 
Frankton, 105m2 industrial 
unit sold at auction at 
$935,000 on 4.8% yield 
(James Valintine, Colliers 
Queenstown)

SALES

Auckland North

► Unit 3, 13A Gumfi eld 
Drive, Warkworth, 41m2 

unit (one of 13 in a recently 
completed industrial 
complex) sold at $252,000 
on 4.12% yield; 2 yr lease in 
place to a boutique spirits 
distillery (Henry Napier/Chris 
Blair, Bayleys Warkworth)

► 8-10 Mokoia Road, 
Birkenhead, 290m2 property 
on 345m2 site in Birkenhead 
shopping precinct, sold at 
$1.6 million (Matt Prentice/
Shoneet Chand/Jack Tuson, 
Colliers)

Auckland Central

► 175 Blockhouse Bay 
Road, Avondale, 675m2 
residential development 
site with vacant 84m2 3BR 
dwelling and stand-alone 
double garage, in Terrace 
Housing & Apartment 
Building zone, sold at 
$1.08 million (Damien 
Bullick/Dean Budd, Bayleys 
Auckland)

► 12 Karaka St, Newton, 
472m2 corner site with two 
residential fl ats (306m2) and 
nine carparks in Business 
Mixed-use zone, sold at 
$3,1 million on 4.23% gross 
yield (Damien Bullick/Alan 
Haydock, Bayleys Auckland)

► 1 MacMurray Road 
and 4-10 Robert Hall 
Avenue, Remuera, 4201m2 
development site in fi ve 
titles zoned Business Mixed-
Use, sold at $23 million 
(Alan Haydock, Bayleys 
Auckland)SOLD at $23 million – Remuera development site
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Recent deals continued

Hastings, 727m2 showroom/
offi ces/workshop/large 
hardstand yard, on 3353m2 
site sold vacant at $2.2 
million (Kerry Geange, 
Bayleys Napier) 

New Plymouth

► 61 Eliot Street, New 
Plymouth, 1060m2 motel 
on 3617m2 site in three 
titles, sold at $3.626 million; 
long-term lease in place 
(Benet Carroll, Colliers New 
Plymouth)

Porirua

► 81A Kenepuru Drive, 
Porirua, 188m2 warehouse/
mezzanine and 375m2 yard 
sold vacant at $602,000 
(Jon Pottinger/Simon Butler, 
Bayleys Wellington)

Wellington

►92-96 Main Road & 14 
Tawa Street, Tawa, three 
buildings total 4133m2 
on 6247m2 site with 17 
carparks sold at $7.6 million 
on 6.38% yield; 2-level 
777m2 administration 
building and mixture of 
workshop/manufacturing 
facilities; 8 yr lease in place 
to Aquaheat to September 
2027 with 4+4 yr RoR 
(Fraser Press/Simon Butler/
Jon Pottinger, Bayleys 
Wellington)

► 10A Cornish Street, 
Korokoro, 1275m2 
warehouse/offi ce property 

 SOLD at $21 million – 
offi ce tower at 60 Khyber Pass Road, Auckland

► 60 Khyber Pass Road, 
Grafton, six-level, 5117m2 
NLA refurbished offi ce 
property on 2293m2 site 
with 93 secure carparks, 
sold by Oyster Property 
Group at $21 million (Jason 
Seymour/Blair Peterken, 
Colliers)

Bay of Plenty

► 507R State Highway, 
Pyes Pa, 50% shareholding 
in 316m2 purpose-built, 
2-level veterinary premises 
on 1354m2 site, sold at 
$1.25 million; 10 yr lease 
to 2025 in place to Barkes 
Corner Veterinary Practice 
at $113,3419pa (Brendon 
Bradley/Graeme Colman, 
Bayleys Tauranga)

►7B Owens Place, Mt 
Maunganui, 202m2 mixed-
use, 2-level unit (one of 6 
in complex) with high-stud 
warehouse/workshop 
and adjacent 2BR fl at, 
sold vacant at $775,000 
(Brendon Bradley/Ryan 
Bradley/Lynn Bradley, 
Bayleys Tauranga)

► Unit 4, Fashion Island 
complex, 42 Gravatt 
Road, Papamoa, 149m2 
retail unit sold at $1.1 
million on 4.96% yield; 
leased to Majestic Nails & 
Beauty Salon on 5yr lease 
to October 2025 (Ryan 
Bradley/Lynn Bradley, 
Bayleys Tauranga)

Hastings

► 211 Wilson Road, 

SOLD at $1.25 million - 50% shareholding in veterinary 
premises at Pyes Pa, Tauranga

SOLD at $3.626 million – 
motel at 61 Eliot Street, New Plymouth

SOLD at $7.6 million – 
industrial complex in Tawa, Wellington
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on 1652m2 site with 6 
carparks, sold at $1.92 
million on 6.25% yield; 
leased to a national retailer 
to November 2023 with 5+5 
yr RoR (Richard Faisandier/
Christian Taylor/Paul Cudby, 
Bayleys Wellington)

► 1 Station Road, 
Khandallah, 160m2 childcare 
centre with 3 carparks on 
532m2 site, sold at $1.51 
million on 5.7% yield; 
new 10yr lease in place to 
Khandallah Little School, 
(Grant Young/Simon Butler/
Grant Henderson, Bayleys 
Wellington)

► 3 Station Road, 
Khandallah, 220m2 childcare 
centre with 5 carparks on 
911m2 site, sold at $1.7 
million on 5.06% yield; 
new 10yr lease in place to 
Khandallah Nursery School, 
(Grant Young/Simon Butler/
Grant Henderson, Bayleys 
Wellington)
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Recent deals continued

► 9 John Morten Place, 
Rolleston, 1310m2 
warehouse/offi ce property 
with 13 carparks, sold 
at $3.5 million (Stewart 
White/Alex White, Bayleys 
Christchurch)

Queenstown

► Unit 11, 26 Glenda Drive, 
Frankton, 96m2 industrial 
unit sold vacant at $910,000 
(James Valintine, Colliers 
Queenstown)

LEASES

Wairarapa

► 15 Ahumahi Road, 
Waingawa, 1700m2 
industrial property leased by 
Steve Lint to Dana Beazley 
& Chan Nguyen on 3 yr term 
at $17,000pa (Olly Gollins, 
Gollins Commercial) 

SOLD at $3.5 million, recently completed industrial property 
at 9 John Morten Place, Rolleston

Christchurch
►232 Stanmore Road, 
Richmond, 477m2 offi ces 
and amenities on 1158m2 

corner site sold vacant 

at $1.3 million (Stewart 

White/Alex White, Bayleys 

Christchurch)

SOLD at $910,000  
- Unit 11, 26 Glenda Drive, Frankton, Queenstown

Your commercial deals can 
be listed here … email the 

details to cpnz@sigma.co.nz


