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Mary Holm is a personal finance writer

Mary Holm: Houses help to anchor the family
When weighing the pros and cons of owning your own home, the sense of security is important for parents

One of the pleasures of home-ownership is growing a garden, letting you literally and figuratively put down roots. Photo / Getty Images

Q: We are in our mid-30s, have two children, and are grappling with the question of whether to continue renting or buy in 

central Auckland.

Combined, we earn about $150,000. We have saved $110,000 - plus spent plenty on regular trips overseas to visit family, as we 

value experiences, too. With KiwiSaver and family help we could raise a $150,000 deposit.

With new LVR (loan-to-value ratio) rules, our house price limit is $700,000 to $750,000 - that is, if we are "lucky" enough to find 

something for that in the central suburbs. With school and daycare and work in the city, commuting is not an option.

Our current rental agreement is likely to come to an end. So do we:

1) Rent a property for $750-plus a week in central Auckland and wait until our deposit is a minimum $200,000 before we buy?

2) Or do whatever we can to get on to the property ladder?

We are worried that if we buy we won't have funds in case of a family emergency 

overseas. If prices adjust we would have bought at the height of the bubble. But we 

are also concerned paying a high rent is not a good use of money. Are we being too 

cautious?

A: This is another of those situations in which there's no clear right answer.

Arguments in favour of continuing to rent include:

• Data in the OECD report I quoted a couple of weeks ago. It looked at the ratio of New 

Zealand house prices to rents and said this country is 66 per cent above its long-term 

average - compared with 5 per cent for the OECD overall. In other words, renting is a better 

deal than buying at the moment.

• The need to keep some emergency funds.

• The concern that you might turn out to have bought at a market peak.

However, one sentence in your letter caught my eye: "Our current rental agreement is likely to come to an end."

Perhaps the worst thing about renting - especially if you have a family - is that the landlord can decide when you're going to move. That 

can be pretty disruptive for a family, especially if it happens repeatedly.

There's more to it, too. If you own your own place, you can decorate as you wish, or renovate, or develop a garden that you'll be around 

to enjoy. A family can literally and figuratively put down roots in their own place.

You're right, too, that paying rent is "dead" money - you don't get any future gain from it.

A counter-argument is that mortgage interest is also "dead". Sure, principal repayments build up your equity, but in the first years of a 

mortgage most of your payments go on interest. But that's not really valid for a couple of reasons. First, after 10 years or so, you'll really 

make inroads into the mortgage principal. Also, you do get something for the interest you pay - the chance to participate in any house 

price appreciation.

As you say, that appreciation might not happen, at least for a while. But here's a funny thing. Older people can often remember what they 

paid for their first home, but you don't hear them talk about whether they bought at a good or bad time. Over the years it all becomes 

rather irrelevant.
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The emergency fund issue is important. It's not clever to find yourself running up a credit card debt you can't pay off fast. So perhaps set 

aside several thousand dollars that doesn't go into the house deposit. Or make at least part of your mortgage a revolving credit loan, so 

you can access lower-interest money if needed.

How does all this sit with you? If you're thinking, "Yes we could buy, but ..." then you're probably not in the emotional space for buying a 

home. A lot of this is about non-financial issues such as the desire for security and a family base. If that's not how you feel, then it might 

be best to rent for a while longer.

But if home ownership appeals, why not start looking? Even if you can afford only a modest place, you'll probably enjoy the fact you own 

it.

It's great to be in a position in which you don't have to buy. And given what we're hearing about the market shifting a little - with fewer 

people at auctions and open homes - you might find you can bargain quite hard.

PS: You mention the new LVR rules, which mean that for the vast bulk of bank mortgage lending the borrower needs at least a 20 per 

cent deposit. As I said in a recent column, it's still possible to get a mortgage with a smaller deposit. But it's much lower risk to have a 

decent deposit, so you're probably best to have 20 per cent anyway.

KiwiSaver time lag

Q: I am contributing to KiwiSaver for the first time and notice from Inland Revenue's Form QS3 (your introduction to KiwiSaver: 

employee information) that it takes "about three months for any KiwiSaver contribution deducted from your pay to reach your 

account".

Surely in these high-tech days this is extraordinary for what is an electronic transfer of money?

A: Here's how the process is explained on www.kiwisaver.govt.nz:

"During Month 1: Every payday your employer deducts KiwiSaver contributions from your salary or wages. In most cases, your employer 

needs to send this money to Inland Revenue by the 20th of the following month.

"During Month 2: Your employer sends your KiwiSaver contributions to Inland Revenue, along with a report that summarises their payroll 

for the month. We start checking that the information your employer has sent through is correct. It can take us up to a month because of 

all the checks we need to make. Note: If information is missing, or the data doesn't match our records, we follow up with your employer. 

This adds more time to the process.

"During Month 3: We transfer your contributions to your scheme provider, including any interest earned, once we've made sure that your 

employer's payroll schedule is correct."

As mentioned, you do get a little interest - at an annual rate of 1.57 per cent - while your money is going through the process. But it's a 

far sight from the 5.36 per cent paid in the early days of KiwiSaver. While interest rates in general were higher then, that's still a big drop.

I agree with you. The whole process sounds cumbersome - surprisingly so given that KiwiSaver will be seven years old in July.

But perhaps we shouldn't complain too loudly.

The Government is still pretty generous to people in KiwiSaver, with the kick-starts and tax credits. And as your KiwiSaver account 

balance grows, the proportion of your total savings waiting for clearance at Inland Revenue will become minuscule. By the way, none of 

this concerns non-employees, who make their contributions directly to their provider. The provider should be able to process that money 

promptly.

Enrolling yourself... 

Q: After many years of being self-employed, I am now in a reasonably well-paying job. Some tax issues mean IRD is deducting 

20 per cent of my gross income each month, on top of normal PAYE and ACC - probably for two to three years.

I'm not a fan of KiwiSaver, but my accountant regularly bugs me about joining. The situation with IRD means I currently can't 

afford to join KiwiSaver, and as I generally don't like the concept, I wouldn't even if I could afford it, at least not 3 per cent of my 

pay.

That said, I see investing the minimum each year as probably sensible; free money is always good.

My question is, even though I am employed, can I join KiwiSaver without going via my employer - that is, make the minimum 

contribution a year directly? Obviously, if I can, I'd be a fool not to and probably should have started years ago.

A: First the bad news. If you're an employee, the only way to join KiwiSaver is via your employer.

Next the good news. That's not the commitment you might think it is. You have to contribute 3 per cent of your pay for only a year - and 

even less if you face financial difficulties.

After 12 months you can take a contributions holiday. It's an easy process, and you can renew every five years all the way through to 

retirement if you wish. While you're on holiday, you can contribute nothing or any amount you like, directly to the provider.

By the "minimum" contribution, I assume you mean the $1043 you have to contribute each year to receive the maximum tax credit of 

$521. If you put in less, the tax credit is 50c for each dollar contributed. But I agree, you might as well get the maximum free money from 

the Government.

Keep in mind, though, that there's also free money to be had from your employer. If you don't take a contributions holiday, but keep 

putting in 3 per cent of your pay, you'll get the employer contribution as well. That matches your 3 per cent, except the employer's 

contribution is taxed.

I can fully appreciate that it might be hard for you to join now, given your other heavy pay deductions. But maybe a further 3 per cent 

wouldn't make much difference. Or, if that's just not possible, I suggest you sign up as soon as your other obligations are over.

Wavering? Don't overlook the third lot of free money, the $1000 kick-start three months after you join.

...and enrolling your kids

Q: The one thing I can't seem to find a clear answer on is that if I enrol my children in KiwiSaver, are they able to opt out after 

they turn 18?
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I understand that it's a great way to start saving for retirement, but I'd like my kids to be able to make up their own minds when 

they're old enough.

A: Young people can't opt out of KiwiSaver, even if their parents signed them up for it. Or at least that seems to be the case so far. 

Somebody might challenge it in court - and it would be an interesting case.

I suspect, though, that most people wouldn't be bothered, given that they can easily take contribution holidays if they don't want to take 

part in KiwiSaver - see answer above.

If your child challenges you later about committing them to KiwiSaver, tell them:

• You wanted them to have the $1000 kick-start, while it's still there.

• Being in KiwiSaver can help them build a savings habit and learn about investing.

• KiwiSaver is the best place to save for a first home. They can use employer contributions as well as their own savings to buy the home, 

and they may also be eligible for the first-home subsidy.

• Mary Holm is a freelance journalist, member of the Financial Markets Authority board, director of the Banking Ombudsman 

Scheme, seminar presenter and bestselling author on personal finance. Her opinions are personal, and do not reflect the 

position of any organisation in which she holds office.

Mary's advice is of a general nature, and she is not responsible for any loss that any reader may suffer from following it. Send 

questions to mary@maryholm.com or Money Column, Business Herald, PO Box 32, Auckland. Letters should not exceed 200 

words. We won't publish your name. Please provide a (preferably daytime) phone number. Sorry, but Mary cannot answer all 

questions, correspond directly with readers, or give financial advice.

- NZ Herald

9 comments

Of course home ownership is all that, however as this country is now just a business and its people a means for a few to make money 

out of, home ownership is now no longer affordable and housing people has become yet another means for a few to make money out the 

masses who can probably never consider owning their own home.

Home ownership is a cornerstone of a decent and stable society, about time for the country to be regarded as society and not a business 

again, and get some decency back into it

raegun - Waikato - 10:44 AM Monday, 24 Feb 2014

Here's some advise. $110,000 is enough of a deposit to get you a very nice house in any town in New Zealand other than Auckland. 

Having grown up in the big city for the first 28 years of my life I tried the small town thing. First in the North Island, now in the South 

Island. Now, not only do I almost own my own home, I've saved enough of a deposit for the Bach by the beach. Life doesn't get any 

better for me or the kids.

Jobs are plentiful, traffic is none existent and the South island is just majestic in its beauty.

There is so much more to life than sipping nice coffee, attending rock concerts and fine dinning. Spread your wings and fly. Take it from 

me, you will never want to go back.

Scotty Gee - 10:44 AM Monday, 24 Feb 2014

Mary's response is very thorough. I would add a couple of points: 

1.Good location will outperform bad location in the long run. Learn your suburbs and your streets. 

2.The property market always moves through a cycle, primarily driven by net immigration not interest rates. Sometimes this cycle is 

amplified by temporary events. 

Currently prices are being bouyed up by Chinese investors. Noone can predict how long this demand will last. Chinese GDP growth is 

forecast to slow to 7.5% and although the Chinese government has committed to deflating China's credit bubble gradually, if they lose 

control it could collapse, reducing their GDP growth to 2%. 

However, they have also promised to clamp down on corruption, which may trigger an increase in capital outflows. and they have 

committed to liberalising capital movement as part of their financial reforms. My advice would be to buy a small, solid old freehold house 

with a south facing rear, in a suburb the Chinese aren't interested in, and pay off the mortgage at maximum speed.

James Westaway

Ray White Glenfield

Licensed under the Real Estate Agents Act (2008)

(This reply is my personal opinion and not the opinion of Ray White Glenfield)

tooearlytotell - New Zealand - 10:45 AM Monday, 24 Feb 2014

"Houses help to anchor families".

Well that's an understatement.

I think I'd rather head for the sticks than pay a million bucks for a modest home in the central suburbs of Auckland, like people have to do 

these days.
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Casey - New Zealand - 10:45 AM Monday, 24 Feb 2014

Many people rent, if you have a home business you can claim a lot of things to make it not so pointless renting...maybe the IRD could 

allow more deductions to make it worthwhile renting and working from home.

Michael Mair - 10:45 AM Monday, 24 Feb 2014

For the couple in the first question, I think buying a house would be a very good option, because with their income, they would be sure to 

pay off the mortgage within 6/7 years by accelerating payments, whenever they can. 

Their interest outgo would also not be much, if averaged out, if they are able to pay off the mortgage quickly. And then they can sit back 

and enjoy their property and also have their holidays, etc. And as you said, having a floating loan arrangement can take care of 

emergencies. And if they are not very insistent on a very big house, they can make their finances work better for them, too.

Contrarian - 10:45 AM Monday, 24 Feb 2014

I could be offended by the stereotyped picture at the top of this article. 

I thought we had established nationally, through much emotional debate that "the family" was equally a mum and a kid, or two dads and 

a daughter, or any other combination you choose.

In fact, it was almost publically humiliating to admit you thought the family, like the one in the clearly staged photo above, even exists and 

could be termed normal!

Voice in the Wilderness - New Zealand - 10:46 AM Monday, 24 Feb 2014

Contrarian

"For the couple in the first question, I think buying a house would be a very good option, because with their income, they would be sure 

to pay off the mortgage within 6/7 years by accelerating payments, whenever they can. Their interest outgo would also not be much, if 

averaged out, if they are able to pay off the mortgage quickly. And then they can sit back and enjoy their property and also have their 

holidays, etc. And as you said, having a floating loan arrangement can take care of emergencies. And if they are not very insistent on a 

very big house, they can make their finances work better for them, too."

With a pre tax income of $150,000pa, you're not going to pay off a $600,000 mortgage in 6 or 7 years. They wouldn't have the disposable 

income to do so.

St Johns Hill (Wanganui) - New Zealand - 02:02 PM Monday, 24 Feb 2014

raegun

"Of course home ownership is all that, however as this country is now just a business and its people a means for a few to make money 

out of, home ownership is now no longer affordable and housing people has become yet another means for a few to make money out the 

masses who can probably never consider owning their own home. Home ownership is a cornerstone of a decent and stable society, 

about time for the country to be regarded as society and not a business again, and get some decency back into it"

Actually, if people own and home in a community, they grow roots in that community. They are more likely to take more ownership of the 

community. Take more interest in their community. 

If people rent, they are less likely to grow roots in their community. Less likely to take more ownership and interest of their community. 

The reason been, if things go bad, it is easier to move if you rent then if you own.

Therecanbeonlyone - Auckland Region - 07:50 AM Tuesday, 25 Feb 2014
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