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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 116

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

The construction recovery appears to be thrown off track by the US-Israel-Iran war in recent months, as US-Israel
air and missile strikes on Iran at the end of February sparked retaliatory measures including restrictions through
the Strait of Hormuz. The resultant surge in fuel prices and supply chain disruptions has intensified cost pressures
for firms. This has been particularly pertinent in the construction sector, given the sector’s exposure to transport
costs and imported materials.

Soft construction pipeline weighs on recovery

Building Work Put in Place showed construction activity fell in the first quarter of 2026, driven by a decline in
both residential and non-residential construction. Recent indicators of building activity have been mixed but,
overall, suggest a soft construction pipeline.

Building sector now the most pessimistic as cost pressures bite

Sentiment in the building sector has deteriorated as the fuel crisis escalated, with firms in the sector now feeling
downbeat about economic conditions ahead. A net 28 percent of building sector firms expected a worsening in
the general economic outlook in the March quarter, a turnaround from the net 54 percent feeling optimistic in the
previous quarter.

Pricing power remains weak in the building sector

Building sector cost and pricing indicators in the NZIER Quarterly Survey of Business Opinion (QSBO) suggest
weak construction demand continued to weigh on pricing power in the sector. Although over 70 percent of
building sector firms reported facing higher costs in the March quarter, a quarter of firms cut prices. This is
negatively impacting operating margins in the building sector.

Outlook

The unfolding fuel crisis over recent months appears to have weighed on the construction recovery, as increased
caution towards spending and investment has led to slower growth. Even before the start of the US-Israel-Iran
war, the construction recovery had been fragile and patchy across New Zealand’s regions. Increased caution

will likely reduce private-sector construction demand, while inflation from the surge in fuel prices has brought
forward the expected timing of interest rate increases.

News that the US and Iran had agreed to a peace deal in mid-June buoyed markets, but there is significant
uncertainty over whether the conflict has ended and whether this changes our economic outlook relative to
before the peace deal was announced. Even once the Strait of Hormuz is reopened, it will take some months
before supply chain disruptions are resolved.

With market expectations that the Reserve Bank of New Zealand (RBNZ) will commence its tightening cycle by
raising the Official Cash Rate (OCR) in the coming months, higher interest rates present a further headwind to the
construction recovery.
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BUILDING ACTIVITY TRENDS

Stats NZ’s Building work put in place showed a further decline in
construction activity in the March 2026 quarter. This was the fourth
consecutive quarterly decline in New Zealand construction activity,
based on the latest information from Stats NZ. The result was driven
by weakness in both residential and non-residential construction, with
provisional estimates of a 2.2 percent decline and 4 percent decline
over the quarter, respectively.

Building work by value across
the regions shows broad-based
weakness in construction activity,
with a particularly large decline
in Wellington. Public sector
cutbacks will have a particularly
large negative impact on
Wellington, given the sector’s
concentration in this region.
Reduced job prospects and
spending in Wellington are driving
weak construction demand in the
region.

Although higher global dairy
prices present a more favourable
outlook for the agriculture-
intensive regions given stronger
farmgate returns, construction
activity in Waikato and Canterbury
also softened in the March
quarter. Meanwhile, construction
activity also fell in Auckland, but
the region remains the key driver
of construction in New Zealand.

More recent construction activity
indicators have been mixed but
generally point to a soft pipeline
of construction. Annual dwelling
consent issuance for the year

to April 2026 increased over

16 percent, led by Auckland.
Although there has been a lot

of focus on the number of New
Zealanders moving across the
Tasman in search of better job
prospects, the country still
recorded net inflows of migrants
over the past year. Continued
population growth from this
inflow of people moving to New
Zealand from other countries
should support housing demand,
particularly in Auckland, over the
coming years.

Dwelling consent issuance also
picked up strongly in Southland
and Canterbury, as improved
farmgate returns resulting from
higher global commodity prices
underpin demand in these
regions. In contrast, dwelling
consent issuance fell in Taranaki
and the West Coast. We expect
the recovery in residential
construction will be more
cautious, particularly amid recent
market volatility and looming
interest rate increases in the
coming year.

The March NZIER QSBO was
conducted over the period 6
March to 10 April, shortly after
the US and Israel launched air
and missile strikes on Iran at the
end of February. This meant it
provided one of the first reads
on the impact of the escalating
US-Israel-lran war on demand and
confidence in the New Zealand
economy. This latest NZIER
QSBO architects’ measure of
work in their own office supports
our expectations of a fragile
recovery in construction for the
coming years. Based on work

in their own office in the March
quarter, architects expect a
reduced pipeline of construction
across housing, commercial

and Government work over the
coming 12 and 24 months.
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It appears architects are no longer
optimistic about a recovery

in construction demand over

the longer term, based on the
work they are seeing in their

own offices. Despite the lift in
dwelling consent issuance in
recent months, a net 28 percent
of architects expect a contraction
in the pipeline of housing
construction over the coming
year. Over the longer term, a fifth
of architects expect a reduced
pipeline of housing construction
over the next 24 months.

The increase in dwelling consents
issued in the April month was
driven by consent issuance for
apartment units, which tend to
be lumpy on a monthly basis.
However, over the longer

term, there has been a trend

of increasing construction
demand for standalone houses
and townhouses. We expect
residential construction demand
will remain concentrated in
medium-density housing, driven
by demand for centrally located
housing.
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Demand for the construction

of retirement homes has

also lifted in recent months,
following weakness late last

year. The ageing New Zealand
population should continue to
support construction demand

for retirement villages. However,
growing expectations of an
imminent increase in interest rates
will weigh on the recovery given
higher borrowing costs discourage
property developers from
undertaking new developments.

Although there have been signs
of a recovery in residential
construction demand, non-
residential construction demand
has remained weak. Firms
surveyed in the March NZIER
QSBO indicated plans to pare
back on investment over the
coming year, with a net 12
percent of firms planning to
reduce investment in buildings.
We forecast this increased caution
amongst firms to drive continued
weakness in non-residential
construction demand in the near
term.

Rider Levett Bucknall

Non-residential consent issuance
has declined across many
regions over the past year,
indicating a decline in non-
residential construction demand.
The weakness was particularly
apparent in Otago, Wellington
and Canterbury. In Otago, the
weakness was largely driven by
a sharp reduction in consent
issuance for healthcare facilities.

This contrasts with the sharp
decline in construction demand for
office buildings in Wellington. The
continued cutbacks in the public
sector have reduced incomes and,
in turn, demand in the region. We
expect this will weigh on private
sector construction demand in
the region for the remainder of
this year, particularly given the
New Zealand general election in
November.

Meanwhile, the decline in non-
residential consent issuance in
Canterbury over the past year has
been largely driven by reduced
construction demand for industrial
buildings. We expect this will
recover over the coming year,

as improved farmgate income
resulting from higher global dairy
prices supports investment in
agriculture-intensive regions.



BUILDING ACTIVITY OUTLOOK

Although there had been signs of a recovery in construction demand

at the start of this year, the fuel crisis ignited by the US-Israel air and
missile attacks on Iran at the end of February has had a particularly
negative impact on the construction sector. The surge in fuel prices and
supply chain disruptions has intensified cost pressures in the building
sector, but the imminent interest rate increases, given higher inflation,
weigh on the construction recovery.

The March NZIER QSBO has
captured the early part of this
deterioration in the building
sector, given the survey was
undertaken over early March to
early April. A net 28 percent of
building sector firms expected a
worsening in general economic
conditions in the March quarter,
the most downbeat of the sectors
surveyed.

The pessimism in the building
sector reflects its particular
exposure to transport costs,
driven by higher fuel costs and
the heavy nature of the building
materials being transported.

The RBNZ has highlighted its
concern about the spillover
effects of the surge in fuel prices
on price and wage-setting
behaviour. Should firms and
households raise their prices and
wage expectations to cover the
higher costs they face from higher
fuel prices, then high inflation
will become entrenched in the
New Zealand economy. For the
building sector, cost and pricing
indicators suggest that this
spillover risk is low.

1 https://media.umbraco.io/te-waihanga-30-year-strategy/z0jjc3mr/tw-pipeline-snapshot-may2026-25th-may.pdf

A net 73 percent of building
sector firms reported higher
costs in the March quarter, but a
quarter of building sector firms
cut prices. Weak construction
demand has mitigated the risk
that firms will pass on higher costs
by raising prices, but has driven
further deterioration in sector
profitability. A net 68 percent of
building sector firms reported
weaker profitability in the March
quarter.

Te Waihanga, the New Zealand
Infrastructure Commission,
reported in its Pipeline snapshot
for the March 2026 quarter that
infrastructure projects totalled
$274 billion in value for the March
quarter, an increase of $6.7 billion
from the previous quarter.! Part of
this increase reflects an upwards
adjustment to the expected costs
of existing initiatives. Of the total,
$190 billion in initiatives underway
and in planning have full funding,
partial funding, or a confirmed
funding source.

Across the Pipeline, $163.6 billion
is under planning, $12.5 billion is
in procurement, $19.9 billion is
entering construction, and $71.2
billion is under construction.
Compared to the December 2025
quarter, projects currently under
planning have increased by $3.5
billion, procurement projects
have increased by $700 million,
projects entering construction
have increased by $6 billion, and
projects under construction have
increased by $2.8 billion.

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

$166 billion - an increase of $2
billion from the previous quarter.
Meanwhile, the value of planned
water infrastructure over the
coming years totalled $43.5 billion
for the March quarter.

Although the major infrastructure
investments are keeping larger
civil contractors busy, it does

not necessarily flow through

to activity for vertical build
contractors and subcontractors.
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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.

The result suggested that a
fragile recovery had been taking
shape prior to the start of the fuel
crisis. The lift in spending and
confidence in late 2025 suggested
lower interest rates were finally
gaining traction in supporting a
recovery in demand.

However, since the end of
February, activity indicators
point to weaker confidence,
which is weighing on spending
and investment. At the same
time, higher fuel prices have
increased costs for businesses and
households. These developments
present clear headwinds to the
New Zealand economic recovery,
with growth likely to be weaker
over the coming year.

Forecast Report 116 - Second Quarter 2026

INTEREST AND
EXCHANGE RATES

The RBNZ kept the OCR on

hold at 2.25 percent in its May
Monetary Policy Statement, and
brought forward its projection of
when it expected to lift the OCR.
We forecast the RBNZ to increase
the OCR by 25 basis points in its
July meeting and have pencilled
in a follow-up OCR increase

in its September meeting. Our
expectations reflect the central
bank’s primary focus on reining in
potential second- and third-round
effects of the recent surge in fuel
prices.

There is a high degree of
uncertainty about the net impact
of the fuel crisis on medium-

term inflation, and, in turn, on

the terminal OCR. Although

news that the US and Iran had
agreed to a peace deal in mid-
June buoyed markets, there is
significant uncertainty about
whether the conflict is truly
resolved and whether it will
change our economic outlook. We
have pencilled in a terminal OCR
of 3 percent, but this is largely
dependent on what upcoming
data shows regarding inflation
and growth effects for the coming
years. Cost and pricing indicators
suggest that weak demand is
limiting the extent to which firms
are passing on higher costs by
raising prices. This indicates that
the risk of high inflation becoming
entrenched in the New Zealand
economy is low for now.

Interest rates have also picked up
globally, as major central banks
highlight concerns about the risk
of inflation remaining persistently
high if medium-term inflation
expectations become unanchored
from their respective inflation

Rider Levett Bucknall

targets. These inflation concerns
have driven expectations of
monetary policy tightening across
many major economies.

Over in the US, the Federal Open
Market Committee (FOMC) kept
its policy rate on hold at a range
of 3.5 percent to 3.75 percent

in its April meeting, with four
members dissenting from the
decision - the most dissenting
votes since 1992. There was a
wide range of views amongst the
FOMC, from one member voting
for a rate cut, to three members
opposing the retention of the
easing bias which suggested
further rate cuts in the policy
statement accompanying the rate
announcement. Markets await the
first FOMC rate announcement
under the helm of new Federal
Reserve chair Warsh, with
widespread expectations that
the Fed funds rate will be left
unchanged.

The NZD/USD was boosted by
news that the US and Iran had
agreed on a peace deal, and that
the Strait of Hormuz would be
reopened. This news supported
risk appetite in the markets

and, with it, demand for the

New Zealand dollar. A signing
ceremony in Geneva scheduled in
the subsequent days should end
the US blockade of Iranian ports
and lift the restrictions on the
Strait of Hormuz. Although global
crude oil prices fell to their lowest
level in almost three months, it
will likely take months for the
economic impact of restrictions
on the Strait of Hormuz to be
resolved.
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BUILDING INVESTMENT

The US-Israel-Iran war has driven
a deterioration in business
confidence, with the increased
caution amongst firms reducing
investment intentions. Firms felt
more downbeat about the general
economic outlook as the conflict
escalated over March and April.
This pessimism will likely weigh
on investment over the coming
year. The upcoming general
election in November also adds
to the uncertain outlook for New
Zealand businesses, and many
will likely hold off on spending
and investment until there is more
clarity over these global and
domestic developments.

BUILDING CONSENTS
Non-residential consent issuance
was lower in the year to April
2026 than a year ago. Weaker
construction demand for
healthcare facilities remained the
key driver of the weakness in non-
residential construction demand
over the past year.

Resido, Auckland
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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 continuing to offset the
lift in consent issuance across
many other sectors, including
hostels and accommodation,
education, and farm buildings.
Reduced construction demand
for office and farm buildings also
contributed to the weakness in
non-residential construction.

The weakness in construction
demand for healthcare facilities
remains concentrated in Auckland

and Otago. Meanwhile, the decline

in construction demand for office
buildings was broad-based across
most regions, particularly in
Wellington.

In contrast, there was robust
growth in construction demand
for hostels, prisons and
accommodation. Construction
demand for accommodation grew
across most regions, including
Otago, Waikato and the Bay of
Plenty.

With the fuel crisis negatively
impacting demand and increasing
inflation, we expect weaker
investment appetite and higher
interest rates will weigh on the
recovery in private sector non-
residential construction demand.

Rider Levett Bucknall

Building consents by region
Non-residential construction
demand has been mixed across
the regions over the past year,
with strong growth in Hawke’s
Bay, Marlborough and Southland,
but a continued sharp decline in
Otago. Improved farmgate returns
should support relatively stronger
non-residential investment in the
agriculture-intensive regions.



FIGURE 1

Auckland continues to lead construction demand
% of total building work
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FIGURE 2

Soft pipeline of construction a headwind to building sector
Net % of firms
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FIGURE 3

Private sector non-residential construction demand remains subdued
Annual number, 000s

RESIDENTIAL CONSENTS BY TYPE
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FIGURE 4

Non-residential construction demand soft across most regions
Annual value, $million
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FIGURE 5

Soft demand and cost pressures drive pessimism in the building sector
Net % of firms
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FIGURE 6

Decline in demand for office and healthcare facilities drives softer non-residential construction pipeline
Change over year to April 2026, $ millions

NON-RESIDENTIAL CONSENTS BY BUILDING TYPE
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TABLE 1

Non-residential building consents by region and sector
$m of consents for the year ending April 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 26.8 16.9 41.4 19.3 18.1 32.0 23.9 24.1 16.4
AUCKLAND 175.3 51.6 169.7 541.4 112.8 294.3  936.1 535.2 518.9 23.1
WAIKATO 36.6 40.3 58.3 100.0 57.6 54.1 78.1 99.4 116.5 66.7
BAY OF PLENTY 4.1 36.4 13.4 59.0 69.3 56.1 63.7 74.2 85.8 12.2
GISBORNE 0.5 1.4 1.5 8.6 12.2 4.3 4.6 2.7 6.9 3.4
HAWKE'S BAY 70.6 9.1 11.0 23.1 45.4 40.3 80.3 22.5 22.5 10.6
TARANAKI 0.1 3.9 7.5 17.5 35.3 9.2 5.5 6.6 24.7 17.2
MANAWATU-WHANGANUI 9.7 15.3 33.6 31.9 34.7 40.0 59.5 46.6 26.7 20.5
WELLINGTON 11.5 27.8 151.9 168.9 113.7 41.6 186.5 21.5 125.3 7.3
NELSON 0.0 0.7 5.6 7.5 2.4 5.1 7.5 4.3 12.8 0.3
TASMAN 0.7 0.7 24.4 225 2.8 40.4 5.2 5.1 7.8 6.5
MARLBOROUGH 0.0 36.4 3.1 48.9 5.2 1.9 4.1 7.5 8.2 2.7
WEST COAST 0.0 11 9.3 1.5 6.0 3.7 4.7 3.5 3.3 4.6
CANTERBURY 32.6 38.5 184.8 208.6 213.9 134.3 97.1 358.8 153.0 715
OTAGO 28.0 83.6 29.3 31.4 62.4 51.2 42.5 18.0 37.0 24.8
SOUTHLAND 3.2 2.2 0.6 12.8 45.2 7.4 23.2 4.0 58.7 35.5

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 eased in March 2026, with
the 0.3 percent increase over the
quarter lower than the 0.8 percent
increase in the previous quarter.
Despite the smaller quarterly
increase, the result brought

the annual inflation rate in non-

FIGURE 7

residential construction costs

up to 1.6 percent. This suggests
that a recovery in construction
demand was continuing to reduce
spare capacity in the construction
sector in the March quarter, with
the impact of the fuel crisis yet to
drive non-residential construction
costs materially higher in early
2026.

We continue to expect higher
fuel prices and supply chain
disruptions to drive an increase
in construction costs. There is a
high degree of uncertainty over
the magnitude and persistence of
these inflation effects. Continued
soft non-residential construction
demand should limit the extent to
which building sector firms can
pass on higher costs by raising
prices.

Non-residential building cost inflation

CGPI-NRB, annual % change
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We have pencilled in for annual
non-residential construction cost
inflation to lift to a peak of 3.3
percent in the second half of

this year, before easing and then
tracking around 3.3 percent over
the longer term. These forecasts
assume that disruptions in the
Strait of Hormuz will be resolved
over the coming months and that
longer-term inflation expectations
remain anchored, with limited
spillover from higher fuel prices.
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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 1.5
MARCH 1123 0.3 1.6
2026 JUNE 1139 1.4 2.7
SEPTEMBER 1148 0.8 3.3
DECEMBER 1154 0.6 3.0
MARCH 1156 0.2 229
JUNE 1160 0.4 1e
2027
SEPTEMBER 1168 0.6 1.7
DECEMBER 1175 0.7 1.8
MARCH 1183 0.7 2.4
JUNE 1192 0.7 2.7
2028
SEPTEMBER 1200 0.7 2.8
DECEMBER 1210 0.8 2.9
MARCH 1219 0.8 3.0
JUNE 1228 0.8 3.l
2029
SEPTEMBER 1238 0.8 3.l
DECEMBER 1248 0.8 3.2
MARCH 1258 0.8 3.3
JUNE 1269 0.8 3.5
2030
SEPTEMBER 1280 0.8 3.3
DECEMBER 1289 0.8 3.3

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

2 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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Dunedin +64 3 409 0325
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Queenstown +64 9 309 1074
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