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Abstract 

People’s capacity to pay housing costs while sustaining other living costs is 
a significant issue of public concern. This paper takes a closer look at the 
affordability of rentals for housing in Aotearoa New Zealand, a country 
where an increasing proportion of the population pays rent to access 
housing. Where there is a significant difference between existing rents and 
rents for new tenancies, renters may be confronted with limited choice and 
be constrained in their residential mobility. We quantify these impacts with 
a new statistic of rental affordability rigidity risk. We review available 
aggregate statistics and use these to explore the extent and impact of ‘sticky 
rents’; that is, where currently existing rents are below rents for newly let 
properties. 

Keywords: housing affordability; stock and flow rental prices; price rigidity 

Whakarāpopotonga 

Ko tō te tangata raukaha ki te utu i ngā utu whare noho i a ia e utu ana i 
ētahi atu utu noho he tino take āwangawanga tūmatanui. E āta ārohi ana 
tēnei pepa i te whaiutu o ngā whare rēti hei whare noho i Aotearoa, he 
whenua e piki here nei te ōwehenga o ngā tāngata e utu rēti ana kia whai 
whare noho ai. Ina kitea te rerekētanga nui i waenga i ngā rēti o nāianei me 
ngā rēti mō ngā whare rēti hou, ka kite wheako te hunga rēti whare i te iti 
o ngā kōwhiringa, me te aha ka whakatikia tō rātou āhei ki te hūnuku i 
waenga whare rēti. Ka ine mātou i aua pāpānga mā tētahi tauanga hou o te 
tūraru whaiutu rēti whakaioio. Ka arotake mātou i ngā tauanga hīatoato me 
te whakamahi i ērā ki te tūhurahura i te korahi me te pāpānga o ngā 'rēti 
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hāpiapia'; arā, ina noho ngā rēti o nāianei i raro i ngā rēti mō ngā whare 
kātahi anō ka rētihia atu. 

Ngā kupu matua: whaiutu whare noho, utu rēti puta noa me ō ngā whare 
rēti hou, whakaioio utu 

 

 
ousing is a fundamental human need, recognised by the 

1948 Universal Declaration of Human Rights (New Zealand 

Human Rights Commission, 2017). Beyond the basic need 
for shelter, it provides a foundation for social and economic well-being 

(Coates et al., 2015). People’s capacity to pay for their housing costs 

and the impacts of housing costs on people’s ability to meet their 

other needs has attracted considerable public concern. House prices 
and access to owner occupation has been one element of public debate, 

but so too has been the affordability of rents for those dependent on 

the rental market. 

This paper is a preliminary attempt to understand rents and 

rental affordability in a more nuanced manner. In particular, it 

explores the concept of sticky rents and how New Zealand’s 
population of tenants may be experiencing different patterns of 

affordability and housing stress. It looks at changing home ownership 

rates and the increasing proportion of the population exposed to the 

rental market. The main focus, however, is on the way in which 
different data sources and affordability measures help us to 

understand tenants within dynamic rental markets. 

The paper overviews the New Zealand rental stock, rent data 
and ways rental affordability is measured. It considers the conceptual 

differences between actual or existing rental amounts paid by 

households compared with the potential rents they would face if they 

sought a new tenancy. Where there is difference between actual rents 
and the potential rents, actual rents can be referred to as ‘sticky 
rents’. We consider how using different data sets that record rents 

using different data-capturing methodologies illuminates the 

phenomenon of sticky rents on affordability. We suggest that looking 
at the difference between sticky rents and potential rents give us new 

H 
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insights into the way different regional populations are exposed to 

rental affordability problems. 

Why worry about renters and rents? 

New Zealand’s housing crisis and the increased dependency of low-

income and more vulnerable households on rented housing raises 

issues around rental affordability. Renters of all ages typically have 

lower incomes than owner-occupiers (Figure 1A), spend a greater 
share of their income on housing (Figure 1B), and have lower 

material wealth (Figure 1C). In New Zealand, the proportion of 

people and households who pay rent has been increasing since the 

early 1990s as homeownership rates have fallen (Figure 1D). 

The decline has been acute for young adults. Bentley (2019), 

using data from the Household Economic Survey, found the 
proportion of New Zealanders aged 25 to 34 who are owner-occupiers 

declined from about 65 per cent in 1988 to 35 per cent in 2018. 

Jackson and James (2016), using Censuses of Population and 

Dwellings 1986–2013, reported a similar picture of diminishing levels 
of home ownership with sharper declines for younger age cohorts. The 

number of households in rented dwellings increased from about 

290,000 in 1996 to 530,000 in 2018 (Figure 2). 

The proportion of households renting dwellings in the private 

sector has increased from 72 per cent of renting households in 1996 

to 85 per cent in 2018. There was a decrease in the number of state 

houses during the 1990s.  
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Figure 2: Number of rental households, by sector of landlord 

 
Source: Censuses of Population and Dwellings 1996–2018 (http://nzdotstat.stats.govt.nz/). 

Tenants may seek a home on the rental market, but rental 

housing is primarily income-stream generators and investment 

vehicles for landlords and property investors. According to Rehm and 
Yang (2020), the private rental market is characterised by 

speculation. The increased share of the rental market owned by 

property investors, the periodic decline of the state housing stock, and 

the decline of state housing stock provision compared with population 
all reflect a wider paradigm shift in housing policy (Figenshow & 

Saville-Smith, 2021). 

In this context, sticky rents matter because contractual rental 

amounts, paid by some sitting tenants, represent a risk of financial 

hardship if their circumstances change, such as a landlord 

terminating the tenancy, a forced change in living arrangements, or 
a sudden income shock, say caused by job loss. Lack of mobility choice 

may also have macroeconomic consequences, since a lack of economic 

agency over choice of location may constrain the efficient allocation 

of labour across regions (Andrews et al., 2011, p. 26). 

Rental stock, rents data, and current rent affordability reporting in 
New Zealand 

The New Zealand rental stock is dynamic. Over time, properties are 

built and demolished. Some properties switch between owner-occupied 
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occupation and ownership by property investors and back again. 

Even within the rental stock, some dwellings are temporarily 

unavailable for a variety of reasons including refurbishment. Over 1 
million unique rental properties can be identified in the 27 years 

between 1993 and 2020, compared with a maximum active property 

count of about 400,000 at any one time. 

The financial implications for tenants dependent on this 

rental stock have been given some attention in New Zealand over the 

last decade. This is in part because, as Stone (2006) argues, low-
income renter households have little discretion over their level of 

housing expenditure since “housing costs generally make the first 

claim on disposable income”, or as Matt Desmond put it, “the rent 

eats first” (Desmond, 2016, as cited in Herbert et. al., 2018). It is also 
because analysis of house price increases in New Zealand have 

focused on the concentration of property purchasing among property 

investors and the implications for heated house prices on rents and 

rental affordability. 

Although the definition of housing affordability is contested 

(UK Affordable Housing Commission, 2019), almost universally it 

includes some idea of balancing income, the ability to pay housing 
expenses, and the adequacy of residual incomes in relation to non-

housing costs (Gabriel et al., 2005; Stone, 2006). In practice, however, 

housing affordability statistics typically compare housing costs with 

household income. Metrics around residual incomes may be included 
but the issue of absolute adequacy is largely set aside. More refined 

ratio measures that deal with housing costs to incomes can be 

elaborate. For instance, some measures compare housing costs and 

income distributions using statistics of central tendency (such as 
median housing costs to median household income), and others report 

the proportion of households with a ratio above a given threshold, 

where those spending above the chosen threshold may be described 

as having a housing cost ‘overburden’ (Barker, 2019). 

The most commonly applied threshold is 30 per cent, which is 

said to date back to 19th-century studies of household budgets, and 
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the resulting expression “one week’s pay for one month’s rent” 
(Hulchanski, 1995). Over time, the commonly used ‘rule-of-thumb’ 
threshold has crept up from 25 per cent to 30 per cent. In the United 
States, 25 per cent of income was used as the ratio standard until the 

early 1980s; 30 per cent has been used since then (Stone, 2006). In 

New Zealand, Stats NZ use a 30 per cent threshold as their key 

housing affordability metric (Stats NZ, 2020b), but also publish series 
for 25 per cent and 40 per cent thresholds (see Figure 1B). Since the 

new millennium, over 40 per cent of renters spend more than 30 per 

cent of their disposable (post-tax) household income on rent. The New 

Zealand Department of the Prime Minister and Cabinet (DPMC) also 
use a 30 per cent standard but in addition report statistics showing 

the proportion of children living in households spending more than 

50 per cent of their income on housing costs (DPMC, 2020). 

Inevitably, the measures and analysis of rental affordability 

depends on the availability of relevant data. There are three major 

sources of rental costs in New Zealand: (1) tenancy bonds 
administrative data, (2) data from the 5-yearly Census of Population 

and Dwellings, and (3) the Household Economic Survey. Even the 

most cursory analysis of weekly rents show that these data sets give 

somewhat different pictures. Figure 3 shows a comparison of weekly 
rental amounts. The median and mean rental amounts from surveys 

are lower than the rents reported in the corresponding period for 

tenancy bond data. 

Understanding rents from these sources becomes complicated 

by the way in which their statistics are reported. Published summary 

statistics are reported for arithmetic mean weekly rental amounts 

from the Household Economic Survey compared with median weekly 
rent from the census. Statistics from the tenancy bond data are 

available continuously (plotted quarterly). 
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Figure 3: Weekly rental amounts – comparison of available data 

 
Key: — Tenancy bond data ● Census of Population and Dwellings; ▲ Household Economic 
Survey.  

Sources: Tenancy bonds, Censuses of Populations and Dwellings 1996–2018, and Household 
Economic Surveys 2003–2004.  

Thinking more clearly about rent and rent affordability 

There are conceptual issues that need to be resolved if we are to think 

more clearly about rents and rent affordability. Perhaps one of the 

most important is the issue of whether affordability analysis should 

focus on actual rental amounts currently paid by households, or the 
potential rental costs tenants would face if they were seeking a 

tenancy on the market. The latter are often referred to as market 
rents. Comparing market rents, measured as the rents of recently let 

properties, with actual rents provides an insight into tenants’ 
mobility opportunities. Such a comparison also illuminates whether 

tenants have financial risks if precarious tenancies come to an end 

and the tenants must find a new tenancy. 

Understanding actual rents and market rents, respectively, is 

largely a matter of approach to rent-related data. As Bentley and 

Krsinich (2017) have noted in the past, there are two distinct 

approaches to recording the timing of rental price changes: when new 
tenancies commence (market rent), and currently paid rent for all 

rental properties (actual or existing rents). Lewis and Restieaux 
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(2015) called these flow and stock measures of rents, for the new and 

ongoing tenancies, respectively.2 

Ozimek (2014) describes how stock measures lag flow 

measures. This is because existing tenancy agreements are contracts 

which buffer sitting tenants from changes in the price of newly let 
properties, until the contracts expire and are renegotiated. This 

phenomenon, which has been labelled a “tenancy discount” or 

“residency discount”, can occur in both regulated and unregulated 

rental markets (Hoffmann & Kurz, 2002). Within long-term 
tenancies, rental amounts may reflect a discount for reducing 

landlords’ search and replacement costs (Miceli & Sirmans, 1999), 

and the emotional stress of renegotiation for landlord and tenant 

(Genesove, 2003). These factors create nominal price rigidity, or 
sticky rents. Since rental amounts are often set months or even years 

in the past, a sizeable divergence can exist between the two 

measurement concepts. In New Zealand, the Residential Tenancies 

Act 1989 limited within-tenancy rent increases to every 6 months, 
and since the 2020 amendment, rents can only be increased once per 

year (Tenancy Services, 2020). 

The housing affordability literature is light on the conceptual 
choice between actual rent (for the stock of all tenancies) or potential 

rent (based on the contemporary market price, revealed by the flow 

of new tenancies). In practice, the choice is usually based on the 

availability of data. However, we can turn to the literature on 
consumer price statistics which has some research on this choice, 

albeit in the context of rental equivalence (‘imputed rent’) where 

actual rental for housing prices is used to estimate comparable utility 

for owner-occupiers. Use of stock measures is common international 
practice in Consumer Price Indices and is recommended 

international best practice for estimating owners’ equivalent rent for 

countries that use a rental equivalence approach to measuring 

owner-occupied housing costs. The ILO et al. (2020), for instance, 
argue that “A stock-based rental index is generally more stable and, 
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as such, is more representative of the owner-occupied sector which, 

by definition, enjoys security of tenure” (p. 405). 

Others have argued somewhat differently, though. For 

instance, Johnson (2015) notes that arguments could be made for 

using the marginal (flow) of rent depending on “the question that 
rental equivalence seeks to answer”. Shimizu et al. (2013) make the 

case more strongly stating that, conceptually, imputed rent should 

reflect the amount a house owner could get in the rental market 

today; i.e. a flow measure would be most appropriate. Bentley and 
Krsinich (2017) note that flow measures show housing market 

turning points sooner, and Ozimek (2014) demonstrated how flow 

measures better align with residential property price indexes. In 

reflection of the value of both concepts, Stats NZ publish rental price 
indexes using both stock and flow concepts (Stats NZ, 2019a). This 

reflects the value recognised in both measures, following consultation 

with key users. 

Rental price stickiness varies across countries. This may 

reflect differences in regulations and the use, or absence, of rent 

controls (Deng et al., 2002). Shimizu et al. (2010) and Ozimek (2014) 

reported estimates of the probability of no rent change over a 1-year 
period for several countries: 29–54 per cent for the United States 

(depending on the study used); 78 per cent for Germany; and 89 per 

cent for Japan (corresponding to an average price duration of more 

than nine years). Shimizu et al. (2010) found rent prices so sticky in 
Japan that they suggested the existence of an “implicit long-term 

contract between a landlord and an existing tenant” which led them 

to conclude that the probability of a rent adjustment depends little on 

the divergence of a tenant’s actual rent from the contemporary 
market value. In New Zealand, Bentley (2018) reported the 

persistence of prices in a panel survey of landlords, finding an 

average duration of 1.8 years and a median duration of 2.1 years. 

The idea of assessing housing affordability against potential 

rather than actual housing costs is not new. Lerman and Reeder 

(1987) developed a measure that replaced actual housing costs with 
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what it would cost to obtain housing of a minimum physical standard. 

What is of importance at this point is that conceptual differences and 

associated operationalisation can generate profoundly different 
outcomes. For instance, in the first quarter of 2018, the median rental 

cost in Auckland was $450 for actual rents compared with $520 

potential rent for new lets. This implies a typical sitting tenant could 

face a $70 per week rent increase if their circumstances changed and 
they needed to pay contemporary market rent. Alternatively, this can 

be thought of as a typical $70 per week mobility premium that a 

tenant may face to change landlord or location. 

Exploring alternative approaches to measuring rental affordability 

The paper will now examine the potential of different data sets and 

conceptualisations to enrich our understanding of rental 

affordability. It starts with a more detailed review of the different 

data sets available to us and their comparative coverage. It then goes 
on to generating a set of derivative rent affordability measures to 

illustrate the potential of these measures. Using geographic area 

median incomes and rents to compute aggregate indicators, both as 
ratios and residuals, a preliminary analysis is undertaken comparing 

actual costs and potential rent costs. 

Three data sets can be used to explore rental affordability in 
New Zealand: data from tenancy bonds, from the Census of 

Population and Dwellings, and from the Household Economic 

Surveys.  

Tenancy bonds, Ministry of Business, Innovation and Employment 

Landlords in New Zealand can ask tenants to pay a monetary bond 

as security when they move into a property. Landlords who charge a 

bond must legally lodge it with the Ministry of Business, Innovation 

and Employment’s Tenancy Services within 23 working days. The 
bond lodgement form (which can be completed online or by post) 

includes a requirement to state the weekly rent payment. Other data 
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captured includes the dwelling address, dwelling type (such as room, 

flat, house), the number of bedrooms, and sector of the landlord.3 A 

unique property ID is created as part of the administrative process. 
The data set used for this analysis covers bonds lodged from 1 

January 1993 to 30 September 2020. It contains 4.5 million price 

observations, for 1 million unique properties. Statistics New Zealand 

(2015) explains the data set further. 

Census of Population and Dwellings, Stats NZ 

The New Zealand Census of Population and Dwellings (‘the census’) 
provides an official count of the people and dwellings in New Zealand. 

Personal and dwelling questionnaires allow estimation of statistics 
about tenure, income and rental costs. Data are usually available 

every 5 years (although there is a 7-year gap between the 2006 and 

2013 censuses due to a delay to the planned 2011 Census, following 

the Canterbury earthquakes). A key strength of the census data is 
the ability to analyse the data for small geographies, such as 

territorial local authorities, Auckland local boards and statistical 

area geographies. Available income data is annual self-reported gross 
(before-tax) income. It should be noted that the 2018 Census is 

considered less robust than previous census due to low response rates 

(Jack & Graziadei, 2019). Rental amounts are self-reported currently 

paid rent. Income data is collected in bands (for the 2018 Census: 
$5,000–$10,000 bands for income below $70,000, then $30,000–
$50,000 bands until “$150,001 or more”), and rental amounts are 

reported to the nearest dollar (Stats NZ, 2018). For rental amounts, 

about 20 per cent of responses were imputed: 4 per cent using 
Housing New Zealand Corporation data on state housing, 7 per cent 

from tenancy bonds, and 8 per cent using statistical imputation 

techniques. Imputation using tenancy bond data used the rental 

amount when the bond was lodged, which may not be representative 
of the currently paid rent (Stats NZ, 2019b), on a stock concept. This 

extraordinary imputation is a potential source of added uncertainty 
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in the derived statistics and means that Census 2018 is not a wholly 

independent data source, from tenancy bond data, for 2018. 

Household Economic Surveys, Stats NZ 

The Household Economic Surveys, a regular collection of data on 

household income and expenditure, is one of the premier sources for 

statistics on housing affordability. The design is a scientifically 

random sample of households weighted to be representative of all 
New Zealand households. Estimation weights are calibrated to 

census-based population benchmarks. There are no specific 

benchmarks for household tenure (as there are for the number of 

homeowners and renters) so statistics by tenure can noticeably 
fluctuate over time. 

The survey has run nearly every year since 1974, with an 
achieved sample size of about 3000–5000 households (20,000 

households since 2019). Households are interviewed over the course 

of a year. Statistics are reported annually for the year to June. 

Expenditure on rent is representative of currently paid rental costs. 

Bentley and Krsinich (2017) assessed the coverage of the 

tenancy bond data and concluded that the data appears reasonable 

compared with the New Zealand Census of Population and Dwellings. 

Their study found better coverage in the main urban centres, perhaps 
suggesting more informal rental agreements in smaller settlements. 

Miller et al. (2018) found similar distributions for weekly rent 

amount, number of bedrooms and sector of landlord using the New 

Zealand census and tenancy bond data. They conclude, “ We see good 
consistency between the tenancy bond variables and the census … 

The concepts used in the tenancy bonds are consistent with the 

statistical standard used by the census for each of the housing 

variables. Levels of missing data for tenancy bond variables are low, 
and comparable with the census levels of missing data.” The research 

included assessment of microdata linked by property address. The 

analysis found 79 per cent of linked properties had a rental amount 
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in the same census rent band (66 per cent), or one rent band higher 

(13 per cent).4 Successful linking was possible for only a subset of the 

data (after data cleaning, less than half of all rental properties). 

While the data sets can be statistically linked to each other for 

research purposes, the different sources are generally reported 
independently of each other, using a variety of different metrics 

(Table 1). The tenancy bond data shows the flow of new tenancies; i.e. 

tenancies that have been delivered into the market and accepted by 

a tenant. This is, of course, not necessarily a new dwelling or 
property. A property may be rented sequentially a number of times 

to different tenants. The rent associated with each new tenancy may 

be different from the rent paid by the previous tenant. When a new 

tenancy agreement is established, a bond will be set and that bond 
reflects the rents available at that time. It can be referred to as a 

contemporary market price. It, in comparison to stock rent data, 

indicates the potential rents an individual seeking a rental dwelling 

might have to pay at that moment. This flow of new tenancies may 
be priced higher than previous flows. For tenants who may be looking 

to move, there may be a difference between their rental costs in their 

current tenancy and the range of prices available to them if they 

sought a new tenancy. 

The rents that tenants are actually paying, compared with the 

rent that they agree to pay for a new tenancy, are referred to as stock. 

Data on these are drawn from two different sources: the New Zealand 
Census and the Household Economic Survey (HES). There can be 

significant differences between stock and flow. This is evident in 

Figure 4 which effectively shows the differences between actual rents 

and potential rent according to recently lodged tenancy bonds. 
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Table 1: Summary of major rental sources 

Data Collection 
method 

Concept Statistics Frequency 

Tenancy 
bonds 

Bond 
administration 

Flow of new 
tenancies, 
reflecting 
contemporary 
market price 

Arithmetic 
and 
geometric 
mean, 
median 
weekly rental 
amounts 

Live 
database 

Tenancy 
bonds 

Bond 
administration 

Flow and 
modelled 
stock 
concepts 

Rental Price 
Index 

Monthly 

Census of 
Population 
and 
Dwellings 

Census survey Stock of 
tenancies, 
reflecting 
currently 
paid actual 
rental costs 

Median 
weekly rental 
amounts 

5–7 yearly 

Household 
Economic 
Survey 

Sample survey Stock of 
tenancies, 
reflecting 
currently 
paid actual 
rental costs 

Arithmetic 
mean weekly 
rental 
amounts 

Annually 

 

Figure 4, which compares weekly rental amounts from the 

census compared with tenancy bonds by regional council for the same 

period, shows some substantial differences between stock rents and 
flow rents. For instance, at the time of the 2018 Census (2018Q1), 

Wellington region had the greatest difference between median actual 

and potential rent, of $110 (median actual rent $350; potential rent 

$460). Thirteen of the sixteen regional councils had a difference of 
$50 or more between actual rents and the rents that were newly being 

taken up. The smallest difference between actual and potential rent 

was found in the West Coast region, which had both the lowest rental 

costs and decreasing rents for newly let properties in the years 
preceding the 2018 Census. 
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Figure 4: Mean weekly rental amount, data source and concept 

 

Key :— Actual costs (stock concept); — tenancy bonds, potential costs (flow concept).  
Source: Censuses of Population and Dwellings 1996–2018, and tenancy bonds. 

The ratio of median rental costs to median household income 

can be used to explore aspects of rent affordability. Higher ratios 

indicate less rental affordability. These are set out by regional council 
in Figure 5. In all regions, stock rental costs are a greater burden 
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using the potential rental costs if a tenant sought and acquired a new 

property and tenancy. 

Figure 5: Rental affordability – ratio of median rent to median household income 

 
Key: — Actual rental costs (stock concept); — potential rental costs (flow concept).  

Note: Shaded area shows rental affordability ratio rigidity risk. 
Source: Author’s own calculations from Censuses of Populations and Dwellings and tenancy 
bond data. 
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The shaded area in each of the graphs in Figure 5 represent 

the rental affordability ratio rigidity risk. This has increased in most 

regions between 2013 and 2018. Several regions showed an 
improvement in rental affordability over this period using actual 

rental costs, but a deterioration using potential rental costs. The 

exceptions to this trend are Canterbury and West Coast regions, 

where median weekly rental amounts decreased in the years prior to 
2018. 

The differences between actual (or stock) rents and flow rents 
(indicating new tenancies) are set out in Figure 6 at the time of the 

2018 Census (2018 Q1) by territorial authorities and for New Zealand 

as whole. Residual median income is a lower amount using the 

potential rental costs of new tenancies. There is no clear relationship 
between the level of residual income and the rental affordability 
residual rigidity risk. 

Discussion and future research 

To undertake the analysis presented above, we had access to unit 
record tenancy bond data to calculate regional aggregate statistics 

(on a quarterly basis). Census statistics (such as median rental 

amounts) are publicly available to fine geographic detail. We use 

small area census (‘meshblock’) files (which also include statistics at 
regional council and territorial authority levels). New Zealand-level 

statistics for 1996 are not included in the small area files, so these 

were supplemented with median household income supplied by 

correspondence with Stats NZ and median weekly rent estimated 
from a published report (Statistics New Zealand, 2013). Each 

meshblock file contains data for the current and past two censuses. 

There are sometimes differing values for the same statistic by region 

and year depending on the file used (likely a reflection of small 
boundary changes and rounding). In these cases, we took the 

arithmetic mean of the available estimates. 
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Figure 6: Rental affordability – median annual household income less median 
annual household rent, 2018Q1 

 

Key: ● potential rental costs (flow concept); ● actual rental costs (stock concept); — rental 
affordability residual rigidity risk 
Source: Author’s own calculations from Censuses of Populations and Dwellings and tenancy 
bond data. 
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Rental costs are observed in the bond data when tenancies 

begin or a new bond lodgement form is submitted. Average rental 

amounts (such as arithmetic or geometric mean, median) for newly 
lodged bonds, over a given short reference period (quarter, month, 

week), are representative of the price of newly let properties; in this 

paper, we use a quarterly frequency. In contrast, the census (and 

Household Economic Survey) is designed to be nationally 
representative of the actual rental amounts paid for all rental 

properties, regardless of whether these are new or existing tenancies. 

If we assume that both census and tenancy bond data are 

representative of New Zealand and regional rentals (see “Exploring 

alternative approaches to measuring rental affordability” for a review 

of data quality), we can use the difference in concepts for each data 
set to estimate two metrics of rental affordability: 

• affordability of currently paid rental costs – a stock concept 
of affordability – from census data 

• affordability of potential rental costs for newly let properties 
– a flow concept of affordability – from tenancy bond data. 

For each of these concepts, we can calculate rental 
affordability indicators using both the ratio of median rental costs to 

median income and residual income after rental costs. In each case, 

estimates of median gross household income from the census is used. 

The difference between the same metric (ratio or residual) but 
varying the concept (actual or potential) is a new statistic reflecting 

rental affordability rigidity risk. 

This paper highlights an important consideration when 
comparing rental amounts with income to understand rental 

affordability. We have shown that, on average, currently paid or 

actual rents tend to be below new tenancy or so-called market rents. 

Overseas it is well established that some rents can persist within 
unchanged tenancies (Ozimek, 2014). Even when landlords legally 

could increase prices, many do not raise the rents for sitting tenants 

to the same extent as they would for new tenants (Genesove, 2003; 

Hoffmann & Kurz, 2002; Miceli & Sirmans, 1999). Our 



Sticky rents  165 

 

understanding of these dynamics in New Zealand is limited but is 

clear that median rental amounts reported in New Zealand censuses 

compared with administrative tenancy bond data show differences. 
These are effectively differences between actual rental amounts paid 

across the entire stock of rental properties (reported in the census) 

and potential rent based on the flow of newly let properties (reported 

in the tenancy bond data). The difference between actual (a stock 
concept) rents and market or potential rents (a flow concept) allows 

us to think about a new statistic reflecting rental affordability rigidity 

risk. These measures are not intended to replace any existing 

affordability statistics; rather, they provide supplementary insight 
into how rental affordability is experienced, highlighting financial 

constraints on renters’ choices to move location and sometimes 

limited options to reduce costs if their circumstances change. 

Previous research (Bentley, 2018; Bentley & Krsinich, 2017; 

Miller et al., 2018) suggests the rental data sources used are of good 

quality. However, we cannot discount the possibility that some of the 
differences between data sources will be due to data quality. There 

are likely to be errors and omissions in both census and tenancy bond 

data. Additional analysis of disaggregated data coverage – for 

example, for smaller geographic areas – will aid understanding of the 
robustness of our results. Furthermore, in this paper, household 

income data was gross (before-tax) household income from the 

census, whereas conceptually, net (after-tax) income is preferable for 

affordability analysis (Gabriel et al., 2005). Census income is self-
reported in discrete banded amounts. Reliability of census income 

estimates, which are usefully available for small geographies, may be 

enhanced by calibrating the estimates to other data sources, such as 

the Household Economic Survey and tax data, which have finer 
breakdowns of income amounts by source of income. 

The tenancy bond data are continuously available. In 

addition, as administrative data, they facilitate the production of 
statistics at no additional cost. In comparison, the rich census data is 

only available five-yearly. It would therefore be desirable to be able 
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to estimate rental amounts on a stock concept for the tenancy bond 

data. There is currently no requirement to update the bond 

lodgement form when within-tenancy rents are increased. So simply 
using the rental amount at the start of tenancies will give an 

underestimate of currently paid rent for some properties. Bentley 

(2018) applied a simple model that carries forward rental amounts 

from the lodgement date for a maximum of two years.4 This produced 
comparable results with a longitudinal survey of rental properties for 

rental price changes, but a more sophisticated lagging model would 

need to be developed to properly reflect the distribution of levels of 

rental amounts. Analysis of the distribution of tenancy lengths may 
reveal sufficient information to enable a predictive model to be 

developed. 

Future research could also explore linked census-tenancy 

bonds microdata, which is available with strict security protocols in 

Stats NZ’s Integrated Data Infrastructure. There is opportunity to 

consider whether households with greater rental rigidity risk are 
more likely to live in a house of poorer physical quality or that is 

deemed overcrowded. It would be useful to understand whether 

individual renters paying well below market rent have different 

relationships with landlords or whether there is something about the 
imperatives of the property investors that generates those situations. 

There are questions, too, around the extent to which gaps between 

actual rents and market rents inhibit labour markets and tenants 

from taking up employment opportunities elsewhere. 
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Notes 

1 Panel A: Household Economic Surveys 2007–2018, customised data 
request supplied by Stats NZ. LOESS (locally estimated scatterplot 
smoothing) trend line calculated using R stats package (R Core Team, 
2020): span parameter set to 0.75 
Panel B: Household Economic Surveys 1998–2019, (Stats NZ, 2020a, p. 
46) 
Panel C: Household Economic Survey 2017–18 
Panel D: Censuses of Population and Dwellings, 1916–2018, (Stats NZ, 
2020a, p. 28). 

2 Lewis and Restieaux (2015) make an analogy between measuring the heat 
of the rental market and the temperature of bath water (which they credit 
to Simon Hayter): “A useful analogy is comparing the stock of rental 
properties to a bath of water, and the flow of rental properties to the 
temperature of the water coming into the bath. If the hot tap is on, it will 
still take time for the temperature of the water in the bath to warm up, 
and vice versa.” 

3 Since 7 April 2019, a policy change means that bonds are no longer lodged 
in the tenancy bond database for Kāinga Ora state rentals. 

4 Rent amount bands used were under $50, $50–$79, $80–$99, $100–$124, 
$125–$149, $150–$174, $175–$199, $200–$249, $250–$299, $300–$349, 
$350–$399, $400–$449, $450–$499, $500+ 

5 Data for censuses 2006–2018: https://www.stats.govt.nz/assets/ 
Uploads/2018-Census-place-summaries/Download-data/2018-Census-
place-summaries-CSV.zip  
Data for 2001: http://archive.stats.govt.nz/Census/2013-census/data-
tables/meshblock-dataset.aspx#gsc.tab=0  
Data for 1996 estimated from Statistics New Zealand (2013) and the 
Consumers Price Index. 
Data for 2007–2019: https://www.stats.govt.nz/assets/Uploads/ 
household-income-and-housing-cost-statistics-year-ended-june-2019-
csv.zip  
Data for 2003/04: http://infoshare.stats.govt.nz/browse_for_stats/people 
_and_communities/Households/HouseholdEconomicSurvey_HOTPYeJun
04/Commentary.aspx#gsc.tab=0 
Tenancy bond statistics created on a quarterly frequency from 
microdata. 

6 This model has been implemented in the CPI Rental Price Index, since 
2019 (Stats NZ, 2019a). 
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