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Rental returns on residential investment properties have been steadily declining for more than 

20 years, while capital returns have generally been much higher but also more erratic, 

according to research by Colliers International. 

Based on the REINZ’s median selling prices and the average rent figures compiled by the 

Ministry of Business, Innovation and Employment’s tenancy bond centre, both of which 

Colliers has tracked since 1993, net rental income returns* have dropped from 5.4% (pre-tax) 

in the third quarter of 1993 to 3.3% in the third quarter of this year, with the decline being 

slow and steady (refer tables below). 

Over the same period, capital returns, (the annual improvement or decline in a property’s 

capital value) have been far more volatile, dipping into negative territory twice since 1993, in 

2008/2009 and again at the end of 2010 and the start of 2011. 

The peak period for capital returns since 1993 was the first quarter of 2004, when they hit 

20.5% on an annualised basis. 

In the Auckland residential property market, net rental income returns have also declined 

steadily but at a faster pace, falling from 5.7% in 1993 to 2.6% in the third quarter of this 

year, which means they have more than halved over that period. 

As with the national figures, capital returns in Auckland have been more volatile, starting off 

at 10.7% a year in 1993 and then going through several periods of substantial rises and falls 

to end up at an annualised 22.7% in the third quarter of this year (see table below). 

Adding the income and capital returns together produces a total return figure. 
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Nationally this peaked at 24.8% per annum in the first quarter of 2004, when the income 

return was 4.3% and the capital return was 20.5%. 

In Auckland, total returns peaked in the second quarter of 1996, when they hit a massive 

31.1% pa, made up of a 5% income return and a 26.1% capital gain. 

Their lowest point was in the year to September 2008, when they briefly fell into negative 

territory when income returns of 3.7% were more than wiped out by a capital decline of -

5.3%, giving a total return of -1.7%.   

The trends show that residential property investors have been prepared to accept ever 

diminishing rental returns for more than 20 years and that movements in prices can have a far 

bigger impact on the performance of property investments than movements in average rents. 

*Pre-tax net rental income is based on 75% of a property’s annual rent, to allow for outgoings 

such as rates, insurance and maintenance which residential landlords usually pay, but not 

mortgage payments. 

 



 
 


