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As interest in COVID-19 and its derivatives in the form of lockdowns, vaccines and the Trans-Tasman Bubble fades, New

Zealanders are back focussing on their favourite topic; houses. Google searches for "houses for sale" are at an all time high,

surpassing interest in yesteryears by a significant margin. The aged care sector is no different with Summerset (SUM) and

Oceania (OCA) in particular showing steadily increasing interest. The strength of the NZ housing market is a clear medium

term positive for the aged care sector, but so far this strength has not translated into higher unit pricing, our analysis suggests

that  this  is  about to  change.  During the  last  three  months  we  have  gathered  over  550  data-points  from  more  than

70 individual  villages  to  track  monthly  "like-for-like"  unit  prices. While  far  from  perfect  given  the  heterogeneous  nature

of the data, our analysis points to some meaningful trends. Overall,  our Montgomerie-Ibbotson (MI) aged care price index

shows increases  of  almost  +3%  in  February  after  modest  rises  in  January.  These,  coupled  with likely  continued  positive

housing market news flow helps support our overall positive view of the sector and strong earnings growth expectations. 

Introducing the MI aged care pricing index; up strongly in February driven by SUM

Each village is different and within villages there are large variations between Independent Living Units (ILUs). We have tracked over

200 unique product offerings from more than 70 different villages over three months. Not all products will be for sale each month, but

with an average of 140+ "like for like" data points each month we have created a pricing index of ILUs and Serviced Apartments (SAs).

Our index points to +0.5% and +2.9% increases in January and February respectively. The sharp increase in February was driven by

ILUs, up almost 4% month on month. While we would expect increases following recent strong house price inflation, a +4% increase in

one month is extraordinarily strong and compares to long run average price increases of c. 4–5% per year.  

We have the most data for SUM, which also shows the largest increase in February.  Its average of 63 "like for like" ILUs and SAs

 increased by over +5% in February, with ILUs increasing by over +7%. While Ryman (RYM) is showing more modest price increases,

our data points to c.  +1% increases in both January and February. We have substantially fewer data points for Arvida (ARV) and

OCA so conclusions are harder to draw, but our data suggests increased pricing for ARV's ILUs and stable prices for OCA. 

RYM is no longer the most searched listed retirement village operator

Google trends is a rough tool with a lot of noise, but we believe that over longer time periods it can provide some insight into relative

performance of the aged care brands. Our analysis points to a steady increase in SUM's relative brand strength, with the most recent

period indicating its popularity is on par with its significantly larger rival, RYM. OCA is also showing an increasing trend, while ARV

and RYM have been largely stable. 
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Figure 1. Introducing the MI aged care pricing index

Source: Forsyth Barr analysis, Company websites, Trademe, Eldernet

Figure 2. Strong price increases for SUM in February

Source: Forsyth Barr analysis, Company websites, Trademe, Eldernet
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The MI aged care pricing index
Figure 3. SUM unit prices indexed

Source: Forsyth Barr analysis, Company websites, Trademe, Eldernet

Figure 4. RYM unit prices indexed

Source: Forsyth Barr analysis, Company websites, Trademe, Eldernet

Figure 5. High amount of like-for-like data points

Source: Forsyth Barr analysis, Company websites, Trademe, Eldernet

Figure 6. Dataset accumulated to date

Source: Forsyth Barr analysis, Company websites, Trademe, Eldernet

Figure 7. Google search interest has been increasing for SUM

Source: Forsyth Barr analysis, Google trends

Figure 8. House price tailwind is strong

Source: Forsyth Barr analysis, Stats NZ
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