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For some, dumping their
residential partner to start
hanging out in the commercial
sector is a growing trend.
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Is it time to
break-up with residential?
Philip Macalister, publisher of NZ
Property Investor Magazine, ponders if
our relationship with residential property
investment is waning.
We all know that New Zealanders have
a love affair with residential property,
but maybe some of us are considering
changing our partners.
For some, dumping their residential
partner to start hanging out in the
commercial sector is a growing trend. We
see this in our work publishing the NZ
Property Investor Magazine. More and more
readers are wanting to embrace commercial
property.
It’s not just about changing a partner, but
also about the grumpy mother-in-law. In this
case, it’s the government and regulators
poking their noses into the residential area
and making changes to everything from
tenancy laws, to insulation, to lending rules
and maybe even tax.
Residential investing can be a fraught
relationship with its ups and downs.
As someone who invests in both
residential and commercial, I can
understand this.
One of the reasons residential investors
are put off commercial is that they don’t
understand how it works.
Yes, it is a different relationship, but one
with many comforting benefits.

The ones I like best are
that commercial (property)
tends to be good at
generating steady income or
cash flow.

It’s not so much focussed on capital
gains, but they are there too.
Perhaps the biggest plus, is that
managing commercial tenants can be a
much easier relationship.
A figure I heard from the Ministry of
Business, Innovation and Employment,
was that the average residential tenancy is
less than a year. In commercial it’s a very
different story as businesses want to stay in
the same location for long periods of time.
They also tend to be more
understanding about rent increases. In
many cases, these are built into the lease
agreements.
The attraction of property, for me, is
that there are many different ways to invest
and strategies to follow. All have their place
and investors can pick and choose what
to do. In commercial, many investors will
buy properties directly, others will choose
syndicates or funds, while others may select
going down the listed company route.
I am a believer in having some
diversification in my investments so owning
residential and commercial, along with other
assets, provides the financial security we all
crave.
With the residential market looking as
though it is getting near the end of its run,
especially in the Auckland market, the
attraction of commercial is looking more
and more attractive.
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