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ECONOMIC DEVELOPMENT COMMITTEE MEETING

12 March 2018

MINOR ITEM

Consideration of the item is subject to Section 46A(7A) of the Local
Government Official Information and Meetings Act 1987.

At the commencement of the meeting the Chairperson will advise that this is a
minor matter relating to the the general business of the Council and that the
item be received noting that no other action will be able to be taken apart
from receiving the report or referring the item to a later meeting for
consideration.

Summary Report on the December 2017 Manawati Quarterly Economic
Monitor, Residential Housing Building Consents, Major Developments
and Quarterly Retail Report for January 2018 Page 5

Memorandum, dated 28 February 2018 from the Economic Policy
Advisor, Peter Crawford and the Chief Executive, CEDA, Linda Stewart.
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MEMORANDUM

TO: Economic Development Committee

MEETING DATE: 12 March 2018

TITLE: Summary Report on the December 2017 Manawata Quarterly

DATE:

Economic Monitor, Residential Housing Building Consents, Major
Developments and Quarterly Retail Report for January 2018

28 February 2018

AUTHOR/S: Peter Crawford, Economic Policy Advisor, City Future

Linda Stewart, Chief Executive, CEDA

RECOMMENDATION(S) TO COUNCIL

1. That the December 2017 Manawatu Quarterly Economic Monitor, Residential Building
Consents, Major Developments and Quarterly Retail Report is received

11

111

1.1.2

1.1.3

114

1.2

OVERVIEW
This memorandum presents a summary of:

the key themes in the latest Manawatlu Quarterly Economic Monitor for the
December 2017 quarter,

the results of the requested review of statistics on new residential housing and ring-
fencing relocatable houses that are not for the city

the outlook for major construction projects in the region; and
the latest CEDA retail report for the three months ended January 2018.

The latest Manawatu Quarterly Economic Monitor report indicates weaker GDP
growth in the region in the year ended December 2017 due to slower economic
growth in the December quarter and weaker employment growth. There was a
slowing in growth in the construction sector, with an increase of just 2% in the
number of new residential dwellings in the quarter, the weakest quarterly growth
rate since June 2015. There was also a small decline in domestic tourism spending in
the quarter. An error in Statistics New Zealand annual employment data for
Palmerston North is likely to be a more significant factor in revised growth estimates
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for 2017. Ezibuy employee counts have been lost from the employee count data for
the city, and the data for 2017 will not be revised until 2018 employment data is
published in October 2018.

A significant improvement in the rate of growth in economic activity is expected over
the next 12 months due to stronger population growth, increased building activity,
jobs being transferred into the region (such as Fairfax, AgResearch and Ernest
Adams) and continuing strength in primary sector incomes.

Net overseas migration in the region increased by 12% in the year to December, a
much stronger trend compared with the national decline of 1%, a good indication of
continuing improvement in economic prospects in the region. There was a 6%
decline of the number of people leaving the region to move overseas in the year to
December 2017, with the 975 people who left on a long-term or permanent basis
the lowest annual number in the series that began in 1990. The number of people
leaving from New Zealand increased by 9% in the year to December.

There has been a significant gain in net overseas migration in the region for people
aged under 40 years. There were 782 people aged between 0 and 39 years who left
on a long-term or permanent basis in 2017 compared with the 10-year average of
1,159 people, while there were 1,434 arrivals compared with the 10-year average of
1,316 people. This resulted in a net gain of 652 people aged between 0 and 39 years
compared with a 10-year average gain of 241 people.

MANAWATU QUARTERLY ECONOMIC MONITOR - DECEMBER 2017

Estimated annual gross domestic product (GDP) growth in the Manawati region was
2.2% in the year ended December 2017, compared with an increase of 2.4% in the
year to September 2017 (the previous estimate was an increase of 2.9%). New
Zealand GDP is estimated to have increased by 2.8% in the year to December 2017, a
weakening from the 2.9% increase in the year to September.

a. Palmerston North GDP increased by 1.7%,

b. Manawatu District GDP increased by 4.3%.

Electronic card retail spending in the Manawati region in the December quarter was
$358 million, an increase of 5.1% from the December 2016 quarter, while national
growth was 4.6%. Statistics New Zealand estimates that retail prices increased by
0.8% in the year to December 2017.

a. Annual electronic card retail spending in the region for the year ended

December 2017 was $1,282 million, an increase of 4.3% from 2016. This
compares with an increase of 4.1% for New Zealand.
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Commercial accommodation guest nights in the Manawatu region increased by 4.7%
in the December 2017 quarter from the December 2016 quarter, while national
guest nights increased by 4.3%. A change in the timing of the national secondary
schools basketball tournament in Palmerston North from 26 September — 1 October
in 2016 to 2 — 7 October in 2017 is a factor contributing to the increase in guest
nights in the December quarter.

a. Annual commercial guest nights in the Manawatu region were 470,038 in the
year ended December 2017, an increase of 2.5% from the previous year. This
compares with an increase of 2.5% for New Zealand.

The total value of building consents issued in the region in the December quarter
was $71 million, compared with $S62 million in the December 2016 quarter, an
increase of 14%. National consent values increased by 6%.

a. Building consents to the value of $277 million were issued in the region in the
year to December 2017, an increase of 20% from the previous year. National
consent values increased by 8% over the same period.

b. Consents for 119 new residential dwellings were issued in the region in the
December 2017 quarter, compared with 117 in the December 2016 quarter,
an increase of 2%. National consents increased by 3%. This data differs from
the numbers published in the Infometrics report due to adjustments made for
consents issued for Presidential Homes.

C. Consents for 526 new residential dwellings were issued in the region in the
year ended December 2017, compared with 413 in the previous year, an
increase of 27%. National consents increased by 4%.

d. Non-residential consents to the value of $89 million were issued in the region
during the year to December 2017, an increase of 6% from the previous year.
National consents increased by 8% over the same period.

Car registrations in the region increased by 19.1% in the year ended December 2017
(national registrations increased by 8.0%) while the number of commercial vehicles
registered increased by 23% (compared to a national increase of 16%).

It is estimated the annual average unemployment rate in the Manawatu region in
the year ended December 2017 was 5.0%, which was slightly above the
unemployment rate of 4.7% for New Zealand.

The number of people in the region registered for the MSD Job Seekers benefit
increased by 1.0% in December 2017 from December 2016, while the number in
New Zealand declined by 1.0%. The MSD benefit numbers reported in the
Infometrics report are based on the average of the last four quarters.
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Traffic flows in the Manawatid region in the year to December 2017 increased by
4.9% from 2016, while there was an increase of 1.6% for New Zealand.

The Manawati region experienced a net gain of 799 people from overseas migration
in the year ended December 2017, compared with a net gain of 712 people in the
year to December 2016. The average annual gain in the region over the last 10 years
was 280 people.

Tourism spending in the Manawatl region in the December quarter was $121
million, an increase of 0.9% from the December 2016 quarter. Total tourism
spending in New Zealand increased by 11.7%.

a. Total visitor spending in the region was $447 million in the year ended
December 2017, increasing by 1.0% from the previous year (6.9% increase for
New Zealand).

b. Domestic visitor spending in the region was $380 million in the year ended
December 2017, declining by 0.1% from the previous year (4.8% increase for
New Zealand). The weakness in domestic visitor spending was due to declines
in spending from Auckland (7.4% decline) and Taranaki (8.0% decline).

c. International visitor spending in the region was $68 million in the year ended
December 2017, increasing by 8.0% from the previous year (8.9% increase for
New Zealand). Countries contributing the most to the increase in spending in
the region were China, the USA and the rest of Europe (excluding Germany
and the United Kingdom).

A copy of the report is attached as Appendix 1.

REVIEW OF STATISTICS FOR NEW RESIDENTIAL HOUSING

A discrepancy was identified in December 2017 between the number of new
dwelling consents included in the file submitted to Statistics New Zealand for
October 2017 and the official numbers published by Statistics New Zealand for the
number of new dwelling consents approved in Palmerston North. Contact was made
with Statistics New Zealand and it identified that five consents had been incorrectly
classified as residential additions and alterations instead of as new dwellings.
Statistics New Zealand subsequently reviewed all consents lodged for Presidential
Homes since January 2016 and found 12 consents that had been classified as
residential additions and alterations and two which had been classified as non-
residential consents. With over 30,000 new dwelling consents approved nationally
during 2017, the department has advised it will not revise the official data but has
put in place processes to check the consents being received for relocatable houses.
Checking of the data being supplied to Statistics New Zealand has also identified a
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few issues with the information supplied by Council and further checks will be made
before the file is submitted.

The other information requested at the 11 December Economic Development
Committee was the number of relocatable homes that were being transported to
other territorial authorities. Information supplied by Presidential Homes shows that
code compliance certificates (CCC) have not been issued for one-third of the new
dwellings consented since January 2016, due to work not starting on the
construction of the new dwelling consented. Where a CCC has been issued, the
company was not able to supply destination details for nine dwellings but has
provided details for 58 dwellings. This data shows that 15 dwellings were relocated
to a site in Palmerston North while 43 were relocated to other local authorities
throughout the lower half of the North Island.

The company advised that at the time of lodging consents, it does not always know
where the house will be relocated to. When it does know the address for where the
house will be relocated to, it is now including this data with the consent application.
We will survey the company on a quarterly basis to seek updated data on the
destination of houses which have been completed. A similar process will need to be
initiated with Kynoch Construction, which has also begun the construction of
relocatable houses.

MAJOR DEVELOPMENTS

Major development and construction projects announced recently for Palmerston
North and the Manawati region amount to at least $2.5 - $3.0 billion of construction
activity over the period to 2030. Some projects are still waiting for final approval,
the largest including the Manawatu Gorge, Councils’ 2018-28 10-year plans and the
MidCentral DHB investment plan. There are several projects under development
where estimates have not been put on the final value of the project, such as the
Countdown supermarket. There is also an increasing number of smaller projects
under development.

New capital projects and renewals in the Palmerston North City Council and
Manawatt District Council proposed 2018-28 10-year plans have been included for
the first time in the schedule. The Palmerston North plan proposes that $125 million
(18%) of the capital budget of $687 million will be funded externally. The Manawat
District plan proposed capital expenditure is $190 million, primarily on roading and
water supply, wastewater and stormwater projects.

A list of projects is attached as Appendix 2.
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5. MANAWATU REGION QUARTERLY RETAIL REPORT FOR JANUARY 2018

5.1 The latest CEDA quarterly retail report for the three months ended January 2018
shows a slowing in the rate of retail growth in the Manawatu region from 5.7% in the
three months ended October 2017 to 4.6% in the three months ended January 2018.
Growth in spending locally by local residents improved from 5.3% in the three
months ended October 2017 to 6.7% in the three months ended February 2018.

5.2 There was a small decline in domestic visitor spending in the region in the latest
period but that followed strong growth in spending in the same period last year. In
the three months to January 2017 there was a 20.3% increase from the Wellington
region (partly due to the impact of the Kaikoura earthquake), a 17.3% increase from
Auckland (in response to the lift in passenger numbers from Jetstar) and a 12.5%
increase from the Hawkes Bay.

5.3 Visitor spending from the rest of the Horizons region declined by 1.3% in the three
months ended January 2018. Food retailing across the Horizons region (excluding
Horowhenua) rose by 4.9% in the three months ended January but increased by just
2.5% in Palmerston North. This is likely to be due to higher rates of population
growth in other councils in the region compared with Palmerston North, but does
also suggest that more supermarket purchases are being made locally and less non-
resident purchases are being made at City food retailers.

5.4 Retail precinct data shows a slowing in the rate of growth in Broadway and weak
growth in the rest of Palmerston North CBD. The rate of growth in spending has
increased in Manawatu District, with a 7.2% increase in Feilding in the three months
to January.

5.5 A copy of the report is attached as Appendix 3.

6. COMPLIANCE AND ADMINISTRATION

Does the Committee have delegated authority to decide?

If Yes quote relevant clause(s) from Delegations Manual <Enter clause> No
Are the decisions significant? No
If they are significant do they affect land or a body of water? No
Can this decision only be made through a 10 Year Plan? No

Does this decision require consultation through the Special Consultative | No
procedure?

Is there funding in the current Annual Plan for these actions? No

Are the recommendations inconsistent with any of Council’s policies or | No
plans?
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ATTACHMENTS

1.  Manawatl Quarterly Economic Monitor December 2017 quarter § &
2. Major Construction Projects 2018 - 2030 { &
3. Quarterly Manawatd Region Retail Report (January 2018) 0 &

Peter Crawford Linda Stewart
Economic Policy Advisor Chief Executive, CEDA
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. Quarterly Economic Monitor

B
B Infometrics Manawatu December 2017

\
Overview of Manawatu

ManawatQ’s economy remained in good shape in 2017. Household spending indicators were particularly strong, while business activity
also expanded. Infometrics’ provisional estimate of GDP showed growth of 2.2%pa in the December 2017 year — the fourth
consecutive year of 2%pa+ growth. Traffic flows in Manawati climbed 4.9% in 2017.

Households’ willingness to spend is particularly apparent in building consents data. The number of new dwelling consents in 2017
rose 25% to their highest annual level in a decade. Consumer spending is also climbing, with Marketview data showing the value of
retail purchases rose 4.3% in the December 2017 year. Car registrations increased 19% to total 5,575 across 2017.

International net migration added 799 people to Manawatl'’s population in 2017. Strong migration flows are not surprising when one
considers that Manawati’s unemployment rate averaged 5.0% in 2017, compared to a peak of above 7% in 2013. Data from ANZ
showed that jobs ads in the broader Manawatl-Whanganui region rose 14% in the three months to January.

Infometrics’ recently released economic profile shows that there were an additional 905 jobs in Manawat( in the March 2017 year. This
growth was driven primarily by gains in construction (274 jobs), wholesale trade (142), other services (114), professional services (93),
rental services (75), and health care and social assistance (48).

Business confidence to spend and invest was also seen in other indicators. Commercial vehicle registrations increased by 23% in the
December 2017 year to a record level. The value of non-residential building consents climbed 6.4% over the same period and several
other big projects are scheduled to get underway in 2018.

There are changes to the outlook for civil construction under the new government. Given the new government’s aversion to public-
private partnerships and its change in transport infrastructure priorities there is a risk that the Otaki to north of Levin section of the
Wellington Northern Corridor fails to go ahead. Of course, projects already underway, such as Transmission Gully are not under
threat. The government has recently reaffirmed its commitment to replacing the Manawatu Gorge Rd, with an announcement due in
March.

Indicator Manawatu New Zealand

Annual average % change

Gross domestic product @ 2.2% & 2.8%
Traffic flow @ 4.9% @ 1.6%
Residential consents & 25% & 3.4%
Non-residential consents - 6.4% a 8.0%
House prices* & 8.7% G 3.9%
House sales Eri -6.4% Era -17%
Guest nights 4 2.5% 4 2.5%
Retail trade a 4.3% & 4.3%
Car registrations & 19% & 8.0%
Commercial vehicle registrations a 23% a 16%
Jobseeker Support recipients Eig 1.8% L 0.06%
Tourism expenditure @ 1.0% @ 6.4%
Level
Unemployment rate 5.0% 4.7%
International net migration 799 70,017

* Annual percentage change (latest quarter compared to a year earlier)

Overview of national economy

Economic growth, after having grown at rates exceeding 3.0%pa for much of the past three years, is expected to ease slightly to closer
to 2.5%pa this year. Labour capacity constraints in the residential construction sector, changes in central government’s infrastructure
priorities, and slightly disappointing dairy prices will all keep a lid on growth this year. More subdued growth in business investment is
likely in the wake of lower levels of business confidence. Despite the Reserve Bank keeping a lid on the Official Cash Rate, finance
costs are still likely to push higher during 2018, due to recent rises in international money and bond market yields.
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Gross domestic product

Gross domestic product growth
Annual average % change Dec 16 - Dec 17
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Highlights for Manawatu

+« GDP in Manawatu was up 2.2% for the year to December 2017 compared to a year earlier. Growth was lower than in New Zealand

(2.8%).

+ GDP was $4,745 million in Manawatu for the year to December 2017 (2010 prices).
o Annual GDP growth in Manawatu peaked at 3.4% in the year to September 2016.

National overview

Headline economic activity appeared to lose some momentum in the December 2017 quarter, with business confidence falling and
some construction indicators highlighting supply constraints. We provisionally estimate that GDP grew by 2.8% over the December
year, down from 3.6%pa growth in the beginning of the year. But we are wary of reading too much into the drop, given that the
uncertainty associated with elections usually weighs on confidence temporarily, sc some rebound is possible in coming months.
Furthermore, own-activity indicators from the surveys have not fallen as far as headline confidence. This divergence suggests that
respondents are more worried about the broader economic outlook, a concept that is arguably hazier than understanding trading

conditions for their own businesses.

International net migration

Net migration
Number of persons, year to December 2017

Net migration
Annual number of persons, Manawatu

Net migration
Annual number of persons, Manawatu
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Highlights for Manawatu

+ Manawatu experenced a permanent and long-term net migration gain of 799 persons in the year to December 2017. This compares
with a gain of 712 a year ago, and a ten year average of 280 (gain).

+ New Zealand's annual net migration decreased to 70,017 from 70,580 a year ago.

National overview

Slowing annual arrivals pulled net migration down to 70,017 in December, compared to the 70,588 level seen in December 2016.
Residence visa arrivals continued to tumble in the December quarter, down 17% from a year earlier, making up the largest component
of arrivals. Work visa growth has also pared back to 3.4%pa in the December quarter, after double-digit growth from mid-2016 to mid-
2017. Student visa numbers fell again slightly in the December quarter, down 1.6% from a year earlier. The December quarter saw a

net inflow of 10 New Zealand arrivals, compared to a 3,650 outflow in February 2012, reiterating the importance of returning ex-pats in

the overall immigration picture.

HEE"E® Infometrics
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Unemployment rate
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Highlights for Manawatu

« The annual average unemployment rate in Manawatu was 5.0% in December 2017, down from 5.3% a year earlier.

+ The unemployment rate in Manawatu was higher than in New Zealand, where the unemployment rate averaged 4.7% over the year
to December 2017.

+ Over the last ten years the unemployment rate reached a peak of 7.2% in December 2012;

National overview

The unemployment rate fell to a nine-year low of 4.5% in the December quarter and averaged 4.7% over the 2017 calendar year.
Underpinning this dip in unemployment was the combined effect of fewer people participating in the labour market and even more
people finding employment. Reassuringly, employment growth was driven entirely by more people entering full-time jobs —an
indication of business expansion and an optimistic outlook. Overall, data for the December quarter was a continuation of trends we
saw over the rest of 2017 — the labour market is tightening, but we are still waiting for widespread wage growth.

Traffic flow

Annual change in traffic flows
Annual average % change Dec 16 - Dec 17

Manawatu

New Zealand

0% 2% 4% 6%

Highlights for Manawatu

+ Traffic flows in Manawatu increased by 4.9% over the year to December 2017. This compares with an increase of 1.6% in New
Zealand.

National overview

Traffic flows in 2017 were 1.6 % higher than their 2016 level. Earthquake disruptions continued to push up flows on the alternate route
through Tasman and Hurunui. Traffic flows in Kaikoura are beginning to show significant recovery following the reopening of SH1.
Vehicle running costs are likely to creep higher in 2018. A lift in world crude oil prices drove a swift rebound in fuel prices early this
year, leading us to revise up our near-term outlook for both petrol and diesel prices. Auckland motorists can expect a 10c/| regional
fuel tax by mid-2018.

3 EEEm™ Infometrics
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Growthinno. of new dwelling consents
Annual average % change Dec 16 - Dec 17

Residential consents
Quarterly number, Manawatu
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Highlights for Manawatu

« A total of 112 new residential building consents were issued in Manawatu in the December 2017 quarter, compared with 117 in the

same quarter last year.

« On an annual basis the number of consents in Manawatu increased by 25% compared with the same 12-month period a year ago.
The number of consents in New Zealand increased by 3.4% over the same period.

National overview

House consents nationally were up 3.4% across 2017, with consents in the December quarter sitting just 2.5% above their 2016 level.
Many regions saw declines in the December quarter, but consents for new dwellings in Auckland rose by 20%pa in the December
quarter. Although much of the Auckland gain was due to apartment building consents, there was also a substantial lift in consents for
new houses. We expect Auckland to be a key driver of growth in residential consents nationally over the next 12 months. However,

labour capacity constraints will continue to limit growth over this period. Higher residential building costs are also a constraint on

construction.

Non-residential consents

Growthinvalue of consents
Annual average % change Dec 16 - Dec 17

Manawatu

New Zealand
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Highlights for Manawatu

+ Non-residential building consents to the value of $89 million were issued in Manawatu during the year to December 2017.
« The value of consents increased by 6.4% over the year to December 2017. By comparison the value of consents in New Zealand

increased by 8.0% over the same period.

« Over the last 10 years, consents in Manawatu reached a peak of $145 million in the year to March 2008.

National overview

The value of non-residential building consents grew 8.0% in 2017, following growth of 19% in 2016. Despite growth having weakened
in the December quarter, we still expect non-residential building consents to climb over the coming year. The recent uptick in farm
building consents is expected to continue on the back of stronger export volumes, while increases in retail and factory building will
drive the bulk of consent growth in 2018. In contrast, offices, education, storage, and social building work are all predicted to pull back

from their highs.

HEE " BN Infometrics
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House prices

Annual change in house prices
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Highlights for Manawatu

+ The average current house value in Manawatu was up 8.7% in December 2017 compared with a year earlier. Growth outperformed
relative to New Zealand, where prices increased by 3.9%.

+ The average current house value was $354,409 in Manawatu over the December 2017 year. This compares with $661,311 in New

Zealand.

National overview

House prices ended the year on a more stable footing, to be 3.9% higher in December than a year ago. Auckland’s house price
inflation edged up to 0.9%pa in the December quarter, moving away from the decline we saw in mid-2017. Outside Auckland the

housing market is more buoyant, with annual house price inflation slightly more positive compared to previous months. But we think

the general softening trend of 2017 will continue to creep across the country over the year ahead. Infometrics forecasts a 3.5%pa

decline in house prices nationally in 2018.

House sales

Annual change in house sales
Annual average % change Dec 16 - Dec 17
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Highlights for Manawatu

+ House sales in Manawatu in the year to December 2017 decreased by 6.4% compared with the previous year. Growth outperformed
relative to New Zealand, where sales decreased by 17%.

+ A total of 1,980 houses were sold in Manawatu in the 12 months ended December 2017. This compares with the ten year average of

1,800.

National overview

House sales volumes declined 17% across the December 2017 year. There is likely to be a smaller decline in house sales for 2018
due to the earlier-than-expected relaxation of the loan-to-value restrictions (LVRs), which kicked in on January 1. The government's
move to ban foreign buyers could also see some purchases brought forward. Even so, upside to housing demand will remain

constrained due to high prices and affordability problems in many parts of the country, particularly for first-home buyers. Investor

demand will stay relatively weak due to a lack of expected capital gains and the continuation of tougher LVR rules than those faced by

owner-occupiers.

EEE W™ Infometrics
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Car registrations
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Highlights for Manawatu

+ The number of cars registered in Manawatu increased by 19% in the year to December 2017 compared with the previous 12 months.

Growth was higher than in New Zealand, where car sales increased by 8.0%.

o Atotal of 5,575 cars were registered in Manawatu in the year to December 2017. This compares with the ten year average of 3,794.

National overview

Car sales were up 8.0% in 2017, with first-time registrations of used imports soaring 11%, while new car sales were still up 5.8%.

Moderating household confidence is likely to draw more individuals towards buying used vehicles in preference to (more expensive)
new cars, which will help keep used car sales tracking upwards. New car sales growth has been driven primarily by small car sales.
Sales of small new cars lifted 14%pa in the December 2017 quarter from the December 2016 quarter. Increasing engine efficiency has

swung in the favour of cars with smaller engine sizes and we expect this trend to continue.

Commercial vehicle registrations
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Highlights for Manawatu

e The number of commercial vehicles registered in Manawatu increased by 23% in the year to December 2017 compared with the

previous 12 months. Growth was higher than in New Zealand, where commercial vehicle sales increased by 16%.

« A total of 1,410 commercial vehicles were registered in Manawatu in the year to December 2017. This is higher than the ten year

annual average of 866.

National overview

Commercial vehicles sales rose strongly in 2017 to sit 16% higher than their 2016 level. Sales growth was spread across all weight
classes. Light commercial sales exceeded 2016 levels with a month to spare. Heavy commercial vehicle sales rebounded from 2016’s

decline, to levels 12% above their 2015 peak. Sales growth in 2018 is likely to be more subdued, as business confidence has

moderated. But there are still some upside risks to sales if the recent strengthening of the New Zealand dollar significantly dampens
prices for expensive heavy transport equipment imports.
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Guest nights
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Highlights for Manawatu

o Total guest nights in Manawatu increased by 2.5% in the year to December 2017. This compares with an increase of 2.5% in New

Zealand.

+ Visitors stayed a total of 470,038 nights in Manawatu during the year to December 2017, which was up from 458,358 a year ago.

National overview

Guest nights rose 2.5% to a record 39.5m over the December 2017 year. Guest nights by domestic visitors increased 0.8% to 22.2m
over the period, while international visitor guest nights climbed 4.8% to 17.2m. Occupancy in commercial accommodation (excluding

holiday parks) averaged a record 62.8% in 2017, compared with a ten-year average of 53.6%. Domestic guest nights have been
boosted by better labour market conditions and ongoing competition in domestic aviation between Jetstar and Air New Zealand.
International visitor arrivals to New Zealand continued to grow strongly in 2017, rising 6.7% in the December year to a record 3.7

million. We expect annual growth to cool over the coming year, owing to a combination of capacity constraints and a general softening

in arrivals growth from China.

Jobseekers
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Highlights for Manawatu

« Working age Jobseeker Support recipients in Manawatu in the year to December 2017 increased by 1.8% compared with the

previous year. Growth was higher relative to New Zealand, where the number of Jobseeker Support recipients increased by 0.06%.

« An average of 3,040 people were receiving a Jobseeker Support benefit in Manawatu in the 12 months ended December 2017. This
compares with an average of 3,022 since the start of the series in 2010.

National overview

The average number of Jobseeker Support recipients was flat over the December 2017 year (up 0.1%). Looking out over the next year,
we expect the lift in the minimum wage to drive wage growth at the lower end of the spectrum. The tightening labour market will also
support wage growth across industries more broadly. Record net migration has boosted the size of the workforce over the last couple
of years. But as the number of new migrant workers falls, the pool of potential job candidates will shrink and firms will find it harder to

fill jobs. The trick will be matching domestic candidates not presently in work with jobs that are available — transitions that might

require some upskilling.

AN W™ Infometrics
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Retail trade
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Highlights for Manawatu

« Electronic card retail spending in Manawatu, as measured by Marketview, increased by 4.3% over the year to December 2017
compared to the previous year. This compares with an increase of 4.3% in New Zealand.

National overview

Electronic card spending on retail purchases was buoyant over the closing stages of 2017. Data from Marketview showed that

spending in the December quarter was up 4.9% from a year earlier, taking growth across the December year to 4.3%. Recent softness
in consumer confidence and an expected easing of immigration pose downside risks to spending growth in 2018. Nevertheless, these
risks will be offset by better job prospects and more money for lower income households due to Labour's Families Package and the

$50/week increase in the student allowance and loan entitiements.

Total dairy payout

Total dairy payout
Change ($m) between 2016/17 and 2017/18 seax

Total dairy payout

$m each season, Manawatu

e Manawatu === New Zealand (RHS)

Taotal dairy payout

$m each season, Manawatu

400 i 20k 25;5; LZ
1
Manawatu 12 /\/\ : Forec:
201718
AW/ /\ F
200 ./, \W/A 10k forecast
T
1
New Zealand i Change in 12
0 T T T T T T T T Ok pay out
SRR I I
0 250 500 750 B S L B M 100 200 300
|
Highlights for Manawatu

+ Manawatu's total dairy payout for the 2016/17 season is estimated to have been approximately $267m.
« Manawatu's dairy payout for the 2017/18 season is expected to be approximately $279m, $12.2m higher than last season, assuming

that production levels from last season are

maintained.

« The total dairy payout for New Zealand is estimated to have been approximately $11,328m in the 2016/17 season, and is expected

to be $518m higher in the 2017/18 season.

National overview

Dairy prices at Fonterra’s Global Dairy Trade auctions eased during the December quarter, but have risen sharply so far in 2018 as
markets worry about lower milk production following drought conditions. December milk production was 4.5% below December 2016
levels. Markets will be watching anxiously to see whether recent rains lead to some recovery in production volumes in late summer, or
if production continues to be curtailed. Providing auction prices hold up at current levels over the next few auctions, then Fonterra’s
farmgate milk price forecast of $6.40/kgms appears to be well-supported.
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Tourism Spending
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Highlights for Manawatu

o Total tourism expenditure in Manawatu increased by 1.0% in the year to December 2017. This compares with an increase of 6.4% in
New Zealand.

« Total tourism expenditure was approximately $447m in Manawatu during the year to December 2017, which was up from $443m a
year ago.

National overview

Total visitor spend was a record $27.7bn in the December 2017 year, up from $26.0bn in 2016. Spending by domestic visitors rose
from $15.7bn to $16.5bn over the same period, while spending by domestic visitors climbed from $10.3bn to $11.2bn. Regional
spending growth was most rapid in Tasman, West Coast, and Taranaki. There were also rapid pockets of growth in the central South
Island, central North Island, Wairarapa and the Catlins. Spending is expected to continue growing in the March quarter, but the pace
of growth is likely to be more subdued as the stronger New Zealand dollar means travellers’ budgets won't stretch quite as far.
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Technical notes

Gross Domestic Product

Gross Domestic Product is estimated by Infometrics. A top down approach breaks national industrial praduction (sourced from
production based GDP measures published by Statistics New Zealand) is broken down to TA level by applying TA shares to the
national total. Each TA’s share of industry output is based on earnings data from LEED. GDP growth in recent quarters is based on a
model which uses the various partial economic indicators presented in this report as inputs. Estimates of GDP for these most recent
quarters are provisional until Infometrics updates its annual GDP series in the Regional Economic Profile at the beginning of each
year.

Net migration

Net migration is the difference between the number of arrivals and departures of permanent and long-term migrants. Data is sourced
from International Travel and Migration statistics from Statistics New Zealand.

Unemployment

Regional level unemployment rates are sourced from Statistics New Zealand’s Household Labour Force Survey. Trends in the number
of Jobseekers at TA level are used to break down regional unemployment rates to TA level. To reduce volatility the unemployment rate
is presented as an average for the last four quarters.

Traffic flow

Traffic flow growth rates are calculated from the number of vehicles passing approximately 110 sites monitored by New Zealand
Transport Agency. Each of the sites has been mapped to a territorial authority.

Retail Sales

The retail spending data is sourced from Marketview. It measures total electronic card spending using spending through the Paymark
network and adding to it an estimate of non-Paymark network spending using the pattern of BNZ card holder spending at non-
Paymark retailers. For further breakdown of the data by storetype and other variables contact Marketview.

Accommodation

The number of guest nights is sourced from Statistics New Zealand’s Accommodation Survey. A guest night is equivalent to one guest
spending one night at an establishment. For example, a motel with 15 guests spending two nights would report that they had
provided 30 guest nights.

House sales

The number of house sales is sourced from REINZ. The indicator measures the number of house sales at the point when the sale
becomes unconditional. The unconditional date is the date when all the terms of an agreement have been satisfied and the sale and
purchase can proceed to settlement.

House values

House value (dollar value) are sourced from QVNZ. The levels quoted in the report are average current values over the past 12
months . An average current value is the average (mean) value of all developed residential properties in the area based on the latest
house value index from QVNZ. It is not an average or median sales price, as both of those figures only measure what happens to have
sold in the period. These average current values are affected by the underlying value of houses (including those not on the market)
and are quality adjusted based on the growth in each house’s price between sales.

Building consents

Building consents data are sourced from Statistics New Zealand. Non-residential consents include the value of both new buildings
and alterations.

Vehicle sales

Car and commercial vehicle sales data are sourced from New Zealand Transport Authority. Sales are based on new registrations
which include the first time registration of new vehicles and used vehicles imported from overseas.

Dairy

Dairy data has been sourced from the “New Zealand Dairy Statistics”, a publication co-owned by DairyNZ and LIC, as well as
calculations made by Infometrics. The data accords to dairy seasons, which run from June to May. Total dairy payouts in each
territorial authority have been calculated by Infometrics by utilising milk solids production in conjunction with Fonterra’s farmgate milk
price (excluding dividends) from the dairy season in question. For the current season, Infometrics calculates a payout forecast using
our own expectation of the farmgate milk price and the assumption that milk solids production continues running at the same level
from the previous season.

10 BN BN Infometrics
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Jobseekers Support

In July 2013 the New Zealand’s welfare system changed to better recognise and support people’s work potential. As part of this the
Jobseekers Support benefit was introduced. This benefit is for people who can usually look or prepare for work but also includes
people who can only work part-time or can’t work at the moment, for example, because they have a health condition, injury or
disability.

Data presented for the September 2013 quarter onwards is provided by the Ministry of Social Development (MSD). Data prior to
September 2013 are Infometrics estimates based on re-grouping pre-July 2013 benefit categories to be consistent with the post-July
2013 benefit categories. The pre-July 2013 benefit categories used to estimate the number of Jobseekers Support recipients are:
Unemployment Benefit and Unemployment Benefit Hardship; Unemployment Benefit Training and Unemployment Benefit Hardship
Training; Sickness Benefit and Sickness Benefit Hardship; Domestic Purposes Benefit - Sole Parent (if youngest child is 14 or over);
Women Alone and Widow’s Benefit (without children or with children 14 or over)

Tourism Expenditure

Tourism expenditure data is sourced from the Ministry of Business, Innovation and Employment’s (MBIE) Monthly Regional Tourism
Estimates. These are estimated values for tourism spending that approximate values found in the International Visitor Survey (IVS) and
Tourism Satellite Account (TSA), using modelling of a sample of electronic card spending throughout New Zealand from domestic and
international accounts.
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Appendix 2

Major construction and development projects in Palmerston North
and the Manawatu region

Summary

Major development and construction projects announced recently for Palmerston North
and the Manawati region amount to at least $2.5 - $3.0 billion of construction activity over
the period to 2030. Some projects are still waiting for final approval, the largest being the
replacement for the Manawati Gorge, the MidCentral DHB investment plan, KiwiBuild and
Councils’ 2018-28 10-year plans. There are several projects under development where
values have not been put on the final value of the project, such as the Countdown
supermarket.

New capital projects and renewals in the Palmerston North City Council and Manawatt
District Council proposed 2018-28 10-year plans have been included for the first time in the
schedule. The proposed Palmerston North plan proposes that $125 million (18%) of the
capital budget of $687 million will be funded externally. The Manawath District plan
proposed capital expenditure is $190 million, primarily on roading and water supply,
wastewater and stormwater projects.

Key projects identified in the region are:

1. $397 million at Linton and Ohakea Defence Regeneration Plan 2016 — 2030 ($176 million
over 2016 —2021)

2. 5282 million MidCentral DHB draft investment plan (2016 — 2025)

3. 5184 million Massey University Capital Plan (2016 — 2025). Construction projects in
progress

4, $150 million Powerco (Manawati and Tararua) - $60 million over next 5-7 years on
growth and security projects, $90 million renewal programme over five years

5. Redevelopment of the Hokowhitu Campus — 130 housing lots over three stages, with an
estimated value of $90 - $135 million - resource consent application awaiting decision by
commissioners

6. $110 million Totara Road Wastewater Treatment Plant - Consent Renewal Upgrade.
Construction scheduled for 2024/25 to 2026/27

7. 558 million Te Manawa Upgrade - Option A. Construction scheduled for 2023/24 to
2027/28

8. $47.5 million urban growth projects to cater for increased residential and non-
residential growth in the City. Projects planned throughout the 10-year plan

9. $41 million wastewater, stormwater and water supply renewal and growth projects in
Manawatt District 2018-28 10-year plan
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10.

11.

12,

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

$40 million BUPA retirement village, Napier Road — construction has started and a
second revised building consent has been lodged with Council

$39 million Food HQ — consents lodged in July 2017, work started in 2018

$29.1 million City Centre Streetscape upgrade. Projects planned throughout the 10-year
plan

$24.5 million Arena Master Plan. Construction scheduled for 2018/19 to 2022/23.
$20 million Westmount School and place of worship — construction in progress
69 lot residential development in Ashhurst — resource consent received

KiwiBuild - prior to the election the government committed to building 149 houses in
Palmerston North as part of its commitment to build 100,000 houses nationally

Toyota parts distribution centre expansion — building consent lodged
Countdown Supermarket — resource consent approved

$8.9 million - AgResearch Grasslands - demolition and replacement of PC2 containment
glasshouses and partial refurbishment of Lionel Corkill building — resource consent
sought

Massey School of Aviation Facility ($4.3 million consent received and construction
started) and accommodation — development proposal, funding to be confirmed

Pedestrian/cycle bridge and path to Linton - $10 million, construction started
Major regional roading investment:

a. Whirokino Trestle and Manawatu River Bridge contract is $70 million. While this
is just outside the Manawati region, local businesses may be involved in this
project. Work started mid-2017 and is expected to be completed in 2-3 years

b. Palmerston North rural ring road - the initial stage will improve two sections of
State Highway 3, between Kairanga and Bunnythorpe, and Napier Rd, from Keith
St to Whakarongo. Construction was expected to begin in early 2018. Total
project estimated to be around $200 million

c. Manawati Gorge Road replacement — four possible routes have been identified -
$350-5550 million

d. Manawata District Council 10-year plan - $95 million

Increased milk processing capacity at the newly rezoned Fonterra site at Longburn. No
indication of possible timing or a commitment to invest.
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24. Multiple consents already received and expected for earthquake strengthening and
refurbishment of buildings for schools, the Plaza, All Saints and other commercial
buildings in the City.

Background Information for Key Projects

Defence Regeneration Plan 2016 — 2030 - Linton indicative five year programme

Drinking Water Network (<53 million)
Multi-purpose Unit Facilities (<$10 million)
(Ammo) Hanger and Offices (<$5 million)
Ammunitions Storage Facility (<55 million)
Logistics Warehouse (<$15 million)

Camp Workshop (<520 million)

Camp Centre Multi-purpose Building (<525 million)
Vehicle Shelters (<$1 million)

Ohakea indicative five year programme

Hangar Fire Suppression Deluge Tank (<$3M)
Hazardous Waste Storage Facility (<S1M)

Refuelling Section Facility (<$1M)

Temporary Multi-Purpose Office Accommodation (<$3M)
Covered Tanker Park (<$3M)

Taxiway Replacement (<$20M)

Air Terminal Freight Loading Area (<S1M)

Aircraft Safe Arming Area (<$3M)

Additional Taxiway Apron Entry/Exit Point (<$3M)
Warehouse (<$10M)

General Equipment Workshop (<$5M)

Flight Rations Store (<$3M)

Base Chapel Relocation (<$1M)

Base Multi-purpose Administration Building (<520M)
Physiotherapy and Medical Facilities (<$15M)

MidCentral DHB Draft Investment Plan

The Indicative Business Case for the Palmerston North Hospital Campus redevelopment will

be further developed into a full business case over the next 12 months
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4
Buildings & Plant 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 Total
Capital Landscape
Indicative Business Case Hot Floor 500 2,000 1,000 13,830 21,100 33,760 27,430 7,380 0 0 107,000
Provisional Strategic Rebuilds, Relifing &
Future Ward Blocks 3,080 9,400 11,500 1,000 1,000 2,000 2,500 3,500 21,000 36,000 90,980
Major Known Issues-Mental Health 500 4,500 0 0 0 0 0 0 0 0 5,000
Mental Health-Contingency 0 15,000 0 0 1] 0 0 0 0 0 15,000
Infrastructure Refresh/Seismic 12,666 10,920 8,000 6,850 6,700 5,050 2,920 6,720 1,795 2,395 64,016
Total 16,746 41,820 20,500 21,680 28,800 40,810 32,850 17,600 22,795 38,395 281,996
T 1
‘Hot Floor’ building
Massey University Capital Plan
$184 million over the next ten years. The projects which have been identified are:
Walter Dyer Hall $4.4 million consented in November 2016
Refectory $9 million
Remainder of vet upgrade and expansion $50 million
College of Sciences $11 million
Building rationalisation from the Hokowhitu Campus $18 million
Social Sciences Tower upgrade
Whare Kai $650,000
Palmerston North City Council Draft 10-year Plan (current dollar values)
Sm 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 TOTAL
City Centre Streetscape Upgrade 29 4.1 33 39 2.6 2.6 29 4.3 2.0 0.5 29.1
Urban Growth 3.3 8.6 7.2 4.0 5.8 3.0 6.7 4.2 2.6 2.2 47.5
Arena Masterplan 6.0 56 4.7 6.5 1.7 0.0 0.0 0.0 0.0 0.0 24.5
Major roading network upgrades 1.5 5.6 6.2 3.0 2.2 0.8 1.2 0.0 0.0 0.0 20.5
Social Housing 39 1.1 0.5 2.4 2.7 0.7 0.7 0.7 0.3 0.0 13.0
Seismic Strengthening 0.0 1.4 3.7 1.8 2.0 0.0 2.6 0.6 1.7 0.0 13.8
628 Totara Road Wastewater Treatment Plant 0.0 0.0 0.0 0.0 0.0 20.0 40.0 30.0 20.0 0.0 110.0
1460-Te Manawa Upgrade - Option A 0.0 0.0 0.0 0.0 0.6 1.7 1.7 11.6 17.4 24.9 58.0
1518-Central Library Upgrade 0.8 3.5 3.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.5
He Ara Kotahi Bridge and Pathway 10.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 10.2
Remaining capital new 13.5 19.5 219 17.9 12.1 13.0 6.0 6.4 5.8 5.0 121.1
Renewals 23.7 20.7 22.3 22.9 23.2 22.0 23.0 26.6 22.3 25.0 231.7
TOTAL $65.8 $70.1 $73.1 $62.4 $52.8 $63.8 $84.9 5$84.3 $72.2 $57.6 $686.9
of which funded externally 133 9.0 7.9 11.8 6.9 8.8 6.2 15.3 19.2 26.6 125.0
% funded externally 20% 13% 11% 19% 13% 14% 7% 18% 27% 46% 18%

! MidCentral DHB propose to build a “Hot Floor” of theatres, procedure rooms, a critical care unit (CCU),

cardiology interventional services, Sterile Support Unit (SSU), Emergency Department (ED), emergency
radiology, and telephony within a new facility that meets seismic compliance.
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