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WHERE PEOPLE MAKE PROGRESS

RIDER LEVETT BUCKNALL

Welcome to Rider Levett Bucknall (RLB). We are a global independent construction, property, and
management consultancy providing a full range of services to maximise value in all areas of the built
environment.

Our service areas include Cost Management & Quantity Surveying, Advisory, Project Programming & Program
Management, and Sustainability & Carbon Solutions.

RLB operates in 36 countries with more than 4,500 diverse and talented people around the world.

In Australia and Aotearoa New Zealand, RLB has a long tradition of delivering expert advice on some of the
region’s most iconic projects, including the Sydney Opera House, Queens Wharf Brisbane, Melbourne Park
Precinct, Sky Tower, Commercial Bay and Watercare Central Interceptor. We have approximately 500 people
working together to make progress happen. We believe that when we bring together the right people, doing
things the right way, we make progress for our clients and our communities.

FORECAST 115

Prepared by the New Zealand Institute of Economic Research (Inc.) exclusively for Rider Levett Bucknall,
Forecast is produced quarterly and provides detailed local construction market intelligence and knowledge.

CONSTRUCTION MARKET INTELLIGENCE

Forecast is supplemented by Rider Levett Bucknall’s construction market intelligence publication, the
Australia Construction Market Update and other country specific reports providing timely snapshots of market
conditions and construction cost movements around the world, via commentaries from Rider Levett Bucknall

KEY POINTS IN THIS ISSUE

While there are tentative signs of an emerging recovery in construction demand, activity remains at subdued
levels. The latest NZIER Quarterly Survey of Business Opinion (QSBO) indicates further weakness in the near-
term construction pipeline is likely, but for a recovery in demand beyond 2026. However, the surge in oil prices
and supply chain disruptions in the wake of the US-Israel air strikes on Iran has presented downside risks to this
recovery.

Construction activity still soft despite emerging signs of recovery

Building Work Put in Place showed construction activity fell in the final quarter of 2025, driven by a decline in
both residential and non-residential construction. The contraction in residential construction in December 2025
reverses the small lift seen in the previous quarter.

Rebound in building sector confidence

Nonetheless, building sector firms felt more optimistic about the general economic outlook in December 2025.
Improving investment intentions for buildings supported the lift in sentiment, with a net 54 percent of building
sector firms expecting an improvement in general economic conditions.

Pricing power for building sector firms remains weak

Building sector cost and pricing indicators in the NZIER QSBO suggest pricing power remained weak in the
sector in the final quarter of 2025. However, the recent surge in global crude oil prices given the oil supply
crunch has increased costs sharply for many businesses, particularly those reliant on transport. It is too early to
tell at this stage the exact impact, but the recent imposition of fuel surcharges by many transport businesses
indicates acute cost pressures across the industries.

Outlook

While there had been encouraging signs of an emerging recovery in construction demand as the effects of
lower interest rates gained traction, the global energy shock arising from the US-Israel attacks on Iran threatens
this fragile recovery. These recent developments will have an upward impact on inflation but downward

impact on growth. How the RBNZ responds with interest rates will depend on the degree to which firms and
households change their price and wage setting behaviour in response to higher fuel costs. Any signs that high
inflation will persist as inflation expectations become unanchored from the Reserve Bank’s inflation target mid-
point of 2 percent will likely lead the central bank to bring forward the timing of its OCR increases. We have
pencilled in the first OCR increase for July this year.
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BUILDING ACTIVITY TRENDS

Stats NZ’s Building work put in place showed a decline in construction
activity in the December 2025 quarter. The contraction in construction
activity more than offsets the slight expansion seen in the previous
quarter and was driven by a reduction in both residential and
non-residential construction. Stats NZ estimates that residential
construction fell by 1.1 percent while non-residential construction fell
by 6.5 percent in the final quarter of last year.

Building work by value across

the regions suggest construction
reduced across most regions

in the December quarter.

In particular, the decline in
construction in Auckland reverses
the increase in the region in the
previous quarter. Encouragingly,
Canterbury construction activity
continued to recover in December.
The broad-based increase in
concrete sales in New Zealand
suggests that construction will
continue to recover over the
coming year.

Despite softness in residential
construction activity in the
December quarter, dwelling
consent issuance points to

a recovery in residential
construction demand. The annual
number of dwelling consents
issued totalled almost 37,000 for
the year to January 2026, over

9 percent higher than year-ago
levels.

However, there are differences

in demand across the different
building types, with increased
consent issuance for standalone
houses and townhouses, but a
decline in consent issuance for
apartments in recent months.
Consent issuance for retirement
villages have recovered more
recently, following the trend
decline in the past few years. We
expect the recovery in residential
construction demand will be
concentrated in medium density
housing, particularly as the recent
surge in fuel prices discourages
households from living too far
from city centres.

Although Auckland construction
activity was weaker in the
December quarter, recent dwelling
consent issuance indicates a
continued recovery in residential
construction demand in the
region. Residential construction
demand has also strengthened in
Canterbury. Higher house prices
in Canterbury should support a
continued recovery in residential
construction demand in the
region over the coming year, as it
encourages property developers
to build new dwellings given the
higher returns.

The effects of lower interest

rates should continue to gain
traction and support residential
investment. However, recent
market volatility and the surge in
global oil prices in the wake of the
US-Israel air and missile strikes on
Iran present downside risks to this
forecast recovery in residential
investment.

The Government also announced
at the end of March that it will
reduce the minimum housing
capacity required for Auckland
Council’s Plan Change 120 to

1.4 milliont. The further downward
revision for minimum housing
capacity was in response to
heritage homeowners’ concerns
about further intensification in
character areas. Overall, the
guiding principles still suggest
more intensification around rapid
transit and downzoning in areas
prone to natural hazards and
farther away from the city centre.
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Firms’ caution about investment
continues to weigh on non-
residential investment, although
there are divergences across the
regions. Non-residential consent
issuance showed particularly weak
demand in Otago over the past
year, reflecting a broad-based
decline across many sectors. Non-
residential construction demand
also weakened in Northland and
the Bay of Plenty, with reduced
demand for the construction of
healthcare facilities a common
feature for both regions.

In contrast, non-residential
construction demand picked

up in Waikato and Wellington.
Despite the sharp decline in non-
residential consent issuance for
office buildings in Wellington,
this was more than offset by an
increase in demand across many
other sectors in the region. This
strength in Wellington non-
residential construction demand
is surprising given the negative
impacts of public sector cutbacks.

Overall, weaker construction
demand for retail outlets

has driven the weakness in
commercial non-residential
construction demand. Although
construction demand for
accommodation has picked up, it
remains at historically low levels.
Meanwhile, growth in demand

for the construction of industrial
buildings has been strong over the
past year, particularly in Auckland
and Wellington. The recovery

in manufacturing demand,

along with continued growth

in e-commerce, is likely driving
this growth in industrial building
demand in these regions.

The December NZIER QSBO,
which was taken prior to the
US-Israel’s first air and missile
strikes on Iran at the end of
February, had shown a rebound
in confidence in the building
sector. A net 54 percent of
building sector firms expected an
improvement in general economic
conditions in the coming months
(at the time of surveying).

The improvement in building
sector sentiment was in spite of
continued weakness in new orders
and output in the December
quarter. Architects’ measure

of work in their own office also
points to expectations of a weak
construction pipeline for the
coming year. However, architects
have more positive expectations
for the pipeline of housing and
commercial construction beyond
2026.

1 Legislation gives more flex for Auckland’'s PC120 | Beehive.govt.nz
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When it comes to costs and
pricing in the building sector,
firms had reported an easing in
cost pressures in the December
guarter. Meanwhile, a net 31
percent of building sector firms
reported cutting prices in the
quarter. Pricing power in the
building sector has been weak
since the end of 2023, as soft
construction demand puts
downward pressure on prices.

We expect the recent surge in
global oil prices given concerns
about a supply shortage, as

well as supply chain disruptions
with the closure of the Strait of
Hormuz, to have increased costs
sharply for firms. The key channels
where we expect to see an
impact would be on supply chain
disruptions on building materials,
and higher transport costs given
the sharp increase in fuel prices.

We see this supply shock as quite
distinct from the disruptions seen
in the COVID-19 pandemic period
given the specific nature of supply
chain and oil supply disruptions,
as well as the absence of labour
shortages. Nonetheless, there is

a high degree of uncertainty over
the magnitude and persistence

of recent developments on cost
pressures in the building sector.
The degree to which firms can
pass on these higher costs by
raising prices will partly depend
on clauses within construction
contracts which allow for specific
cost increases to be passed on to
customers.



BUILDING ACTIVITY OUTLOOK

There had been early signs of a recovery in construction demand,
albeit from low levels. The outlook for residential construction had
looked particularly positive, as the gradual recovery in house prices
encouraged property developers to undertake new developments.

The NZIER QSBO had shown a
rebound in investment intentions
amongst firms in the December
quarter. A net 11 percent of firms
planned to increase investment in
buildings over the coming year,
while a net 7 percent of firms
planned to increase investment
in plant and machinery. This
suggested growing confidence
amongst firms that a sustained
recovery in demand was taking
place.

However, the outlook is now much
more uncertain, as concerns about
global oil supply in the wake of
the US-Israel attacks on Iran and
subsequent restrictions through
the Strait of Hormuz drove a
surge in oil prices. Restrictions

on the supply of oil and fertiliser
globally have led to restrictions
on activity in some countries in

an effort to ration and conserve
fuel. Here in New Zealand,
concerns about the sharp increase
in fuel prices and supply chain
disruptions threatens the fragile
recovery in construction and the
broader economy. Higher prices
and weaker growth will be the
likely outcomes from these recent
developments.

Te Waihanga, the New Zealand
Infrastructure Commission,
reported in its Pipeline snapshot
for the December 2025 quarter
that infrastructure projects
totalled $268 billion in value for
the December 2025 quarter, a
decrease of $7.4 billion from the
previous quarter?. Of this total,
$185 billion of initiatives underway
and in planning have full funding,
part funding or a confirmed
funding source, including $2.4
billion of initiatives that moved
from having no confirmed
funding source to having one in
December.

Across the Pipeline, $167.1 billion
is under planning, $14 billion is

in procurement, $13.9 billion is
entering construction and $68.4
billion is under construction.
Compared to the September
2025 quarter, projects currently
under planning has fallen by $18.6
billion, procurement projects have
increased by $500 million while
projects entering construction
has fallen by $2.2 billion, and an
increase of $7.4 billion in projects
under construction.

2 https://media.umbraco.io/te-waihanga-30-year-strategy/rlih2nza/pipeline-snapshot-dec-2025.pdf
3 https://downergroup.com/whitepapers/the-new-zealand-infrastructure-resilience-index/

The Pipeline snapshot shows that
transport and water infrastructure
remain the key drivers of
infrastructure investment, with
transport projects totalling

$164 billion - a decrease of $4
billion from the previous quarter.
Meanwhile, the value of planned
water infrastructure over the
coming years totalled $40.4 billion
for the December quarter.

The inaugural release of the
Downer Infrastructure Resilience
Index (IRI)3, developed in
partnership with NZIER, provides
a way to track the resilience of
New Zealand’s infrastructure
system on an annual basis.

The IRI provides an evidence-
based tool to assess how well

our systems can absorb shocks
and recover from stresses, and
where investment will make the
biggest difference. Key findings
from the inaugural report are that
electricity and roads are critical
to the resilience of the New
Zealand infrastructure system, and
maintenance and renewals are the
key enablers of resilience.
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ECONOMIC BACKDROP

The Stats NZ release of December
2025 GDP showed a 0.2 percent
increase in New Zealand’s
economic activity for the quarter.
The broad-based increase in
activity across the sectors pointed
to the New Zealand economic
recovery gaining traction, with
particularly robust growth in
rental, hiring and real estate
services, financial and insurance
services and retail trade and
accommodation.

While there had been signs of

a recovery in confidence and
activity towards the end of last
year, conditions have changed
rapidly in the wake of the US and
Israel attacks on Iran at the end of
February and subsequent supply
disruptions, particularly for fuel
and fertiliser.

There are risks of a contraction
in activity in New Zealand in the
coming year given disruptions

to energy supply. The imposition
of fuel rationing and constraints
on activity have driven reduced
activity in other countries.
Besides the knock to business and
consumer confidence, higher fuel
costs will also likely crowd out
other areas of spending. Overall,
inflation will be higher, and
activity will be weaker as a result
of these recent developments.
The magnitude and persistence
of these impacts will depend on
a range of factors, including how
prolonged this conflict will be, the
response by the Government in
terms of potential fuel rationing
and activity constraints on the
supply side, and stimulus in the
form of financial support on the
demand side.

INTEREST AND
EXCHANGE RATES

The RBNZ kept the OCR on

hold at 2.25 percent at its April
Monetary Policy Review (MPR).
This decision was widely expected
and in line with what the central
bank had indicated in its OCR
projections in the February
Monetary Policy Statement (MPS).
However, the RBNZ highlighted
the upside risks to inflation from
the recent surge in fuel prices.
The oil supply shock since the
end of February has raised fears
globally about inflation being
persistently higher in the coming
years given the large increase in
global oil prices, and the flow-on
impacts from that. Longer-term
interest rates globally have risen
as a result.

While higher inflation would
typically mean a lift in interest
rates would be appropriate to
bring inflation back towards its 1
to 3 percent inflation target mid-
point, the reduction in the growth
outlook complicates the policy
response. Higher interest rates
will likely constrain demand even
further, thereby exacerbating the
effects of the supply shock on the
economy. There is a large degree
of uncertainty globally over how
central banks will respond to this
latest supply shock.
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How the RBNZ responds will
depend on the degree to which
firms and households change
their price and wage setting
behaviour in response to the
recent sharp rise in fuel costs. The
central bank has indicated that

it will be vigilant towards signs
that inflation expectations are
becoming unanchored from its
inflation target band. We continue
to pencil in an OCR increase for
the July meeting but recognise
the high degree of uncertainty
over the timing of the first OCR
hike for this cycle.

The NZD/USD since February has
reversed its recent appreciation,
as heightened uncertainty about
the growth outlook weighed on
the commodity currency. The

fall in the NZD/AUD has been
even more apparent, with the
Reserve Bank of Australia’s cash
rate increase to 4.1 percent at

its March meeting widening the
interest rate differential with New
Zealand. We expect the NZD/USD
will appreciate towards 60 cents
over the coming year as the RBNZ
embarks on returning the OCR
towards more neutral levels.
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BUILDING INVESTMENT
Although firms had been feeling
more positive about the general
economic outlook towards the
end of last year, more recent
developments threaten the
fragile recovery. The escalation
in geopolitical conflict and surge
in fuel prices, along with supply
chain disruptions, will likely
weigh on confidence and in turn
investment over the coming year.
The upcoming general election in
November adds to the uncertainty
for New Zealand businesses.

BUILDING CONSENTS
Non-residential consent issuance
was slightly lower for the year to
January 2026 relative to a year
ago. Weaker construction demand
for healthcare facilities drove this
decline over the past year.

Hotel Grand Chancellor, Auckland

Building consents by sector
Non-residential construction
demand has been soft over the
past year, with the large decline

in consent issuance for healthcare
facilities more than offsetting the
pick-up in consent issuance across
most other sectors.

The weakness in construction
demand for healthcare facilities
was concentrated in Auckland
and Otago. Construction demand
for retail outlets was also weaker
over the past year, reflecting soft
demand across most regions in
New Zealand.

In contrast, there was robust
growth in construction demand
for industrial and education
buildings. Demand for industrial
buildings was particularly strong
in Auckland and Wellington over
the past year. Meanwhile, growth
in consent issuance for education
buildings was driven by demand
for new buildings, particularly in
Auckland.

The heightened uncertainty
with concerns about energy
and gas supply will likely weigh
on construction demand more
broadly over the coming year,
with the negative effects likely
to be most apparent for private
sector investment.
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Building consents by region
Non-residential construction
demand remains varied across
the regions, with strong growth

in Waikato and Wellington, but a
sharp decline in Otago. Growth

in both Waikato and Wellington
were fairly broad-based across
most sectors over the past year.
Meanwhile, the weakness in Otago
was driven by weaker demand for
healthcare facilities.



FIGURE 1

Construction activity soft, but there are signs of recovery ahead
Quarterly values, s.a. billions
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FIGURE 2

Continued recovery in demand for medium and high-density housing
Annual numbers, thousands
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FIGURE 3

Private sector non-residential construction demand remains subdued
Annual value, $ millions
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FIGURE 4
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FIGURE 5

Surge in fuel prices sharply increase costs for all businesses
Cents per litre
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FIGURE 6

Further weakness in demand for new healthcare facilities
Change over year to January 2026, $ million
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TABLE 1
Non-residential building consents by region and sector
$m of consents for the year ending January 2026; red colour shading for a decline in consents from
the previous year
SECTOR
HOSTELS, SOCIAL,
REGION PRISONS ACCOMMODATION HEALTH EDUCATION CULTURAL, RETAIL OFFICE STORAGE INDUSTRIAL FARM
ETC RELIGIOUS

NORTHLAND 0.0 7.7 6.8 32.7 18.9 21.7 17.7 32.4 26.2 16.2
AUCKLAND 76.6 40.7 158.9 548.5 100.2 305.8 1053.0 581.7 607.1 23.5
WAIKATO 18.2 49.8 67.2 126.5 82.4 54.0  88.0 82.7 119.9 65.2
BAY OF PLENTY 0.6 22.8 14.5 58.5 77.1 441 65.7 66.2 68.8 9.7
GISBORNE 0.0 1.4 15 16.0 11.7 43 4.7 1.9 43 2.6
HAWKE'S BAY 17.2 9.1 11.2 31.1 46.4 386  84.6 19.0 25.6 11.8
TARANAKI 0.1 4.2 5.6 9.3 16.1 8.5 16.2 5.1 24.8 15.9
MANAWATU-WHANGANUI 4.8 15.7 30.1 34.3 22.0 40.7  103.3 45.7 25.1 18.2
WELLINGTON 13.1 13.8 172.1 153.4 102.0 72.4 2156 322 234.4 10.6
NELSON 0.0 2.5 3.8 5.6 1.4 6.1 6.9 22.8 14.7 0.3
TASMAN 0.7 0.7 24.3 20.1 3.4 16.2 5.3 3.9 7.5 5.2
MARLBOROUGH 13 0.6 19.3 38.5 6.6 3.5 4.2 9.8 5.5 2.5
WEST COAST 0.0 17 0.0 1.5 14.3 35 5.0 3.5 2.2 3.6
CANTERBURY 65.8 73.8 152.1 181.5 196.4 139.5  97.6 314.3 154.8 60.5
OTAGO 27.8 34.4 40.1 40.2 24.4 39.0 46.0 16.3 34.2 17.7
SOUTHLAND 3.2 3.3 0.6 31.2 47.0 6.9 13.0 5.2 53.6 33.3

Source: Statistics NZ, NZIER
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BUILDING COSTS

The Capital Goods Price Index
for Non-Residential Buildings
(CGPI-NRB) is an official measure
of cost movements in the sector.
The CGPI-NRB excludes GST, and
we use it as an indicator of cost
escalation.

The CGPI-NRB is a national
average across all building types.
Therefore, we advise caution
when applying the increase in the
CGPI-NRB as an indicator of cost
escalation for specific projects.

Non-residential construction cost
inflation picked up in December
2025, with the 0.8 percent
increase over the quarter building
on the 0.2 percent increase in the
previous quarter. This brought
the annual inflation rate in non-
residential construction costs to
1.5 percent. This suggests that a
recovery in construction demand

FIGURE 7

was reducing spare capacity in the
construction sector and driving up
cost pressures in the December
quarter.

Conditions have shifted
significantly since early 2026,

as military action by the US and
Israel against Iran sparked a

major global energy shock as Iran
closed off the Strait of Hormuz in
retaliation. The sharp rise in global
oil prices and constraints on the
supply of oil and gas has pushed
up costs for firms and households.

While we expect higher fuel prices
and supply chain disruptions

to drive a sharp increase in
construction costs, there is a

high degree of uncertainty over
the magnitude and persistence

of these inflation effects. Many
have drawn comparisons with

Non-residential building cost inflation

CGPI-NRB, annual % change
14 4
12 4

10 4

the COVID-19 pandemic, but we
do not expect construction cost
increases to be as large given the
limitations on the fiscal response,
in the form of support payments,
as well as the absence of labour
shortages.

We have pencilled in for annual
non-residential construction cost
inflation to lift to a peak of just
over 4 percent in the second half
of this year, before easing back
towards 3.2 percent over the
longer term. These forecasts are
based on the assumption that
disruptions in the Strait of Hormuz
will be resolved over the coming
months, and that longer-term
inflation expectations remain
anchored with only a muted
change to price and wage setting
behaviour.

FORECAST
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1991 1996 2001
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2006 2011 2016
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TABLE 2

Non-residential building cost index*

QUARTERLY % ANNUAL %
YEAR QUARTER INDEX CHANGE CHANGE
MARCH 951 2.8 10.3
JUNE 985 3.6 10.9
2022
SEPTEMBER 1000 1.5 10.5
DECEMBER 1018 1.8 10.1
MARCH 1037 1.9 9.0
JUNE 1052 1.4 6.8
2023
SEPTEMBER 1065 1.2 6.5
DECEMBER 1076 1.0 5.7
MARCH 1085 0.8 4.6
JUNE 1091 0.6 3.7
2024
SEPTEMBER 1099 0.7 3.2
DECEMBER 1103 0.4 2.5
MARCH 1105 0.2 1.8
JUNE 1109 0.4 1.6
2025
SEPTEMBER 1111 0.2 11
DECEMBER 1120 0.8 15
MARCH 1130 0.9 2.3
JUNE 1150 1.8 3.7/
2026
SEPTEMBER 1158 0.7 4.2
DECEMBER 1162 0.4 3.7
MARCH 1165 0.3 .dl
JUNE 1171 0.5 1.8
2027
SEPTEMBER 1177 0.6 1.7
DECEMBER 1185 0.6 2.0
MARCH 1193 0.7 2.4
JUNE 1202 0.7 2.7
2028
SEPTEMBER 1211 0.8 2.9
DECEMBER 1220 0.8 3.0
MARCH 1230 0.8 3dl
JUNE 1240 0.8 3.2
2029
SEPTEMBER 1250 0.8 32
DECEMBER 1260 0.8 3.3
MARCH 1270 0.8 3.3
JUNE 1281 0.8 3.5
2030
SEPTEMBER 1291 0.8 3.3
DECEMBER 1301 0.7 3.2

Notes: The current and forecast CGPI-NRB is a national average, which does not differentiate between regions
or building types. We therefore advise caution in applying the increase in the CGPI-NRB as a measure of cost
escalation for specific building projects.

Source: Statistics NZ, NZIER forecasts

4 Stats NZ has reweighted and rebased the CGPI in the December 2022 quarter. The update includes structural
changes to better align with the national accounts. As a result, there have been historical revisions to CGPI levels.
This does not affect the percentage changes each quarter. Further detail on these historical revisions can be found
at: https://www.stats.govt.nz/methods/price-index-methods-updates-for-the-december-2022-quarter/
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RIDER LEVETT BUCKNALL OFFICES

For further information please contact Grant Watkins +64 4 384 9198
or your nearest Rider Levett Bucknall office.

New Zealand

Auckland +64 9 309 1074
Christchurch +64 3 354 6873
Dunedin +64 3 409 0325
Hamilton +64 9 309 1074
Palmerston North  +64 6 357 0326
Queenstown +64 9 309 1074
Tauranga +64 9 309 1074
Wellington +64 4 384 9198

Te Whare o Rehua Sarjeant Gallery, Whanganui
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