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In 2018, New Zealand (NZ) has a housing shortage calculated by 

the Ministry of Business, Innovation and Employment (MBIE) of 

71,000 homes – around one in 25 households (just under 4 percent 

of the current stock of dwellings). High levels of immigration, 

demand for bigger houses and more people wanting to live in the 

big cities have impacted the constrained housing market.  NZ is not 

the first country that has experienced housing shortage problems.  

Countries like Japan, USA and Sweden have gone experienced 

housing shortages and used different alternatives to overcome 

them.  Prefabrication has been a key part of these offshore 

solutions. This paves the way for countries like NZ with a low 

population, strong timber industry and highly skilled expensive 

labour to use  offsite construction as part of the solution. 

Manufactured houses can be built faster cheaper, and to higher 

quality standards due to controlled fabrication conditions than 

traditional onsite construction. 

Given their novel nature in NZ, an issue for NZ is the 

undervelopment of financing mechanisms needed to support 

investment in such innovations. 

This paper includes a literature rivew of the manufactured 

construction role in different countries and examines the financial 

mechanisims used to finance these houses. It also includes 

different proposals of how NZ can implement financial 

mechanisims to encourage offsite contruction. 



UNITED STATES 

TIME 

FRAME 

MARKET 

CHARACTERISTICS 

FINANCIAL MECHANISMS 

90´S 

• In the 1990 manufactured housing was a growing industry.  
Offsite construction became an appealing housing choice 
representing one-quarter of new home construction. 
(Davidson, 1997) 

• The existing manufactured housing units: 7-8 million, with 
annual sales of USD11-12 billion. (Davidson, 1997) 

• The average cost for a manufactured house was less than 
half that for on site construction (excluding the cost of land). 
(In 1996 offsite USD580, on site USD1,350). (Davidson, 1997) 

• More than a quarter of manufactured houses were bought 
by those under 25 or over 60 years of age, compared to 15% 
for on site housing. (Davidson, 1997) 

• Average size 100-120 square meters. (Davidson, 1997) 

• Before the 1990, offsite housing lending was traditionally considered 
more similar to consumer lending than to traditional on site traditional 
mortgages. This product grew out of automobile financing (Davidson, 
1997). 

• In the ‘90s manufactured housing loans became more similar to mortgage 
lending if the owner owned the land and the house.  (Davidson, 1997) 

• The loans maturity of offsite construction ranged from 7 to 25 years (15 
years average in 1997).  For longer-term financing (30-year mortgage) it 
was required that both the house and the land be owned. (Davidson, 
1997) 

• The characteristics that made this type of lending attractive to community 
banks were higher yields and slower prepayments speeds in declining 
interest rate environments. (Davidson, 1997) 

o The loans were priced as a hybrid between consumer and 
mortgages loans. (200-400 basis points above of an on site 
mortgage)  

o The typical loan size for an offsite construction loan was smaller 
than on site. Therefore, rising rates had a smaller dollar impact 
on the monthly debt and a smaller dollar benefit in refinancing 
in a falling rate environment.  

• Securitisation of housing loans experienced a significant growth between 
1992-1997, when $20 billion of manufactured housing asset-backed 
securities (ABS) were issued. (Davidson, 1997) 

• The biggest players in this loan market ware Green Tree Financial, Bank of 
America Housing Services and Chase Financial. (CFPB, 2014). 



1999-

2002 
 

• Production of offsite homes grew steadily in the mid-
1990s but dropped sharply in the late 1990s into the early 
2000s. Annual new manufactured home factory 
shipments dropped to less than half the peak of nearly 
375,000 in 1998, to about 170,000 in 2002. (CFPB, 2014). 

• The decline in offsite housing purchases after 1998 was 
determined to a large extent by the collapse of the 
secondary market for manufactured-housing loans after 
market participants suffered losses on securities backed 
by manufactured-housing loans. (CFPB, 2014). 

• In the late 1990s, lending standards and documentation standards for 
offsite constructions were relaxed by the lenders providing financing to 
less creditworthy borrowers. Longer maturity, less equity in their 
homes as principal payments, artificially inflated home appraisals and 
invoice prices or falsified credit applications were recognised issues as 
home sales surged. (CFPB, 2014). 

• Poor quality loans for manufactured housing led to high rates of default 
and repossessions in the early 2000´s. (CFPB, 2014). 

• Due to the bust of the boom of manufactured housing at least eight 
sizable market lenders exited the market. Conseco Inc the largest 
manufactured-housing lender with 54% of originations in 2000 went 
bankrupt, reflecting the industry-wide trend of deteriorating loan 
quality and driving losses in the secondary market. (CFPB, 2014). 

• Many securities backed by manufactured-housing loans were 
considered to be high quality credit by the rating agencies. 
Nevertheless, with the crisis, the securities were downgraded. (CFPB, 
2014). 

2010-

2017 

• Prefabricated houses cost less than site-built homes. On a 
floor area basis, offsite homes typically cost less than half 
as much as the estimated USD94 per square foot for new 
site-built housing construction in 2013. (CFPB, 2014). 

• Offsite homes account for about 6% of all occupied U.S. 
housing. In some states, they account for much as 17% of 
the total housing stock (South Carolina). (CFPB, 2014). 

• Three manufacturers produce almost 70% of new 
prefabricated housing. Clayton Homes has been the largest 
manufacturer with a home production share of 45% (2013). 
(CFPB, 2014). 

• As of the end of 2013, the prefab manufacturers in the U.S. 
operate 125 production line sites located across the 
country. (CFPB, 2014). 

• The production of manufactured homes was around 
320,000 units per year (lower than the peak of 373,000 in 
1998). But early data from 2014 indicate year-over-year the 
production growth continues. (CFPB, 2014). 

• The retail segment is highly fragmented and new entrants 
are rare. (CFPB, 2014). 

• Between 2001 and 2010, around 65% of borrowers who own the land 
took out a chattel loan to buy the manufactured home. (CFPB, 2014). 

• Typically, chattel loans have lower origination costs and a faster process 
than mortgages. Interest rates on chattel loans are more expensive 
(between 50-500 basis points more) than mortgages and have lesser 
consumer protections. (CFPB, 2014). 

• Manufactured-home loans usually are more expensive (higher interest 
rates) than site-built borrowers. About 68% of all manufactured-housing 
were “higher-priced mortgage loan” (HPML), considered subprime. By 
comparison, only 3% of loans for site-built homes were HPMLs. (CFPB, 
2014). 

• The difference between an interest average prime offer rate (APOR) of 
3.36% for a site-build mortgage and a HOEPA high-cost APR for an offsite 
build (9.87%) could be substantial. This means, according to the 
Consumer Financial Protection Bureau calculation, that a monthly 
payment could increase from $367 to $618. (CFPB, 2014). 

• Prefabricated-home owners can choose between a chattel loan or a 
mortgage to finance their home (generally, those who own the land). 
With chattel loans owners may face a trade-off between lower costs at 
origination, a quicker closing, less collateral, shorter loans terms and 
shorter maturities. With a mortgage, owners have lower total costs 



• A difference between manufactured homes and site-built 
homes is their potentially differing legal treatment. An 
offsite home can be titled as real property if the owner 
permanently affixes the manufactured home to the land 
they own (or rented land with a sufficiently lengthy lease). 
Nevertheless, the owner has the option to title the home 
as personal property (chattel). Usually, by default prefab 
houses are treated as personal property and 
documentation that the home has become a fixture is 
required to be considered real property. The type of titling 
affects property taxation, the applicability of consumer 
protection laws, and financing options. (CFPB, 2014). 

over the life of the loan along, greater consumer protections, longer 
maturities and more collateral. (CFPB, 2014). 

• Households that financed the acquisition of offsite built had lower 
incomes on average than those who financed the purchase of site-built 
housing. The proportion of buyers with incomes below $35,000 is 
higher for manufactured housing than for site-built housing. (CFPB, 
2014). 

• The national lending market for manufactured housing loans is 
concentrated among five lenders: 21st Mortgage, Vanderbilt Mortgage, 
Triad Financial Services, U.S. Bank, and San Antonio Federal Credit 
Union. These represent 52% of offsite purchase loans (chattel and 
mortgages) in the 2012 HMDA data. (CFPB, 2014). 

 

What can NZ learn 

from USA offsite 

housing industry? 

The USA financial model for manufactured housing is based on two types of loans.  

1) The Chattel Loan: This loan has lower costs at origination, a quicker closing, 

requires more equity as principal payments, incurs higher interest rates and shorter 

maturities than a mortgage and it is titled as personal property. This could be 

useful for someone that does not own the land or will finance most of the house 

with equity.  

2) Manufacture House Mortgage: The interest rate is lower than a Chattel Loan but 

higher than an on site build house. It has lower total costs over the life of the loan 

along greater consumer protections, longer maturities and more collateral (Security 

against the possibility of payment default). This type of financial mechanism would 

be useful for people that own the land or want a loan for the house and land 

together.  

The different financial mechanisms may affect the property title, taxation and 

consumer protection.  

 



 

 

 

 

 

 

 

 

JAPAN 

TIME 

FRAME 

MARKET CHARACTERISTICS FINANCIAL MECHANISMS 

1945-

2006 

• After World War II, Japanese housing policies were focused on quantity 
supplying houses to address the shortage of 4.2 million homes. 
(Kobayashi, 2016).  

• To address the housing shortfall the Japanese Government established 
the three pillars of housing policy. (Kobayashi, 2016). 

o  The Government Housing Loan Corporation (GHLC) was created 
to financially support housing construction providing liquidity to 
the mortgage markets. 

o The Public Housing Act was created to allow local government 
units (LGUs) to build public rental houses for low-income people. 

o The Japan Housing Corporation (JHC) was created to promote 
collective construction of housing and the large-scale supply of 
residential land for mid-income people, mainly in major urban 
areas. 

• In the late 1980s, Japan land prices rise steeply, which turned out to be 
a real estate bubble. The residential prices peaked in 1991 and then 
decreased untill 2005. (Seko, Sumita, & Naoi, 2012). 

• The housing restoration was successful. However, the bust of the 
property bubble in the early 1990s had a negative impact on the real 
economy and created a loss of confidence. (Kobayashi, 2016). 

• The GHLS provided low-interest, fixed-rate mortgages It 
contributed around 30% of the post-war housing building (19 
million housing units). It was focused on low and mid-income 
people. (Kobayashi, 2016). 

• The GHLC offered a 35-year, pre-payable, fixed rate mortgage, 
with a cap of 5.5% on the lending rate. Any negative interest 
margin between the lending rate and the funding cost were 
covered by the Japanese Government. (Kobayashi, 2016). 

• The main failure of the GHLC was that did not contemplate the 
impact of prepayments on its mortgage portfolio. During the 
1990s, the decrease of interest rates triggered the prepayments 
(¥9.9 trillion in the fiscal year 1995).  The borrowers of GHLC 
could repay (i.e. “prepay”) without a penalty, but the GHLC had 
to pay a penalty to FILP (Fiscal Investment and Loan Program). 
(Kobayashi, 2016). 

• In 2007 the GHLC was replaced by the JHF (Japan Housing 
Finance agency). 

 



2007-

2017 

• In the 21st Century, Japanese housing policy shifted to the quality of 
houses. The Basic Act for Housing of 2006 established three new pillars. 
(Kobayashi, 2016). 

o Provision of safe, secured, and high-quality housing stock and 
living environment; 

o Establishment of a desirable housing market environment; and 
o Establishment of housing safety nets for people having difficulty 

securing a house. 

• The market for selling existing homes in Japan is smaller in comparison 
to new housing starts. The life of a house in Japan is shorter than in 
other countries (less than 30 years is the average age of houses before 
they are demolished). This is explained by a high share of the rental 
property (41%) which has a lower life, homebuyers’ preferences and 
new regulations (11 million houses not meet the criteria of earthquake 
resilience). (Kobayashi, 2016). 

• Japan has a high rate of vacant houses, 8.2 million as of October 2013.  
(Kobayashi, 2016). 

• The JHF does not generate mortgages in the primary lending 
markets, unlike GHLC. It purchases fixed-rate mortgages 
originated by private banks and packed them in mortgage-
backed securities (Barlow, et.al, 2003). 

• The JHF assists financial institutions to originate fixed-rate 
mortgages through its secondary market operations. With this 
mechanism the JHF is not affected by borrowers’ prepayments, 
it only guarantees timely payments of the interest and principal 
to the MBS investors (Barlow, et., 2003). 

• The 35-year fixed rate mortgage is available 1.58% in Japan as 
of August 2015 (Kobayashi, 2016). 

 

PREFAB 

ROLE 

• Around 80% of the Japanese market is accounted for by locally-based 
suppliers using conventional post-and-beam timber-framed 
construction techniques (Johnson, 2007). 

• Despite the predominance of conventional houses, since 1992 around 
14% of the new housing market is prefabricated (159,224 in 2004) 
(Johnson, 2007). 

• Approximately 800 Japanese firms provide pre-cut and jointed wooden 
frames for more than half of the conventional wooden houses build in 
Japan. Therefore, even if only 14% of the new houses are completely 
prefabricated, a greater share of the market includes some degree of 
prefabrication in production. (Johnson, 2007) 

• In 1996 around 50,000 on site suppliers meet the demand for 
conventional houses. Nevertheless, only 10 suppliers provided the 97% 
of all offsite built houses. (Johnson, 2007) 

• Sekisui Heim in the biggest prefab manufactured supplier in Japan, 
producing 60,000 houses and flats annually. Follow by Misawa Homes, 
Sekisui Heim and Toyota Home supplying 30,000, 20,000 and 2,800 
housing units respectively each year. (Johnson, 2007) 

• Since 1945, the average lifetime of Japanese detached houses has risen 
from 20 years to 40 years. (Johnson, 2007) 

• Prefabricated houses can be financed through mortgages. 

• Mortgages in Japan for residential houses are based on a 
recourse loan contract system. Under this system, when the 
value of the house loan exceeds the value of the housing, and 
the borrower cannot pay the loan, borrowers have to surrender 
any unencumbered asset to cover the loan outstanding.  This 
system is also applicable for New Zealand. In contrast, United 
States have a non-recourse loan system in some states, so 
borrowers my default and retain their other assets.   

• Financial institutions determine the loan amount for a house 
loan based mainly on the value of the land pledged as collateral 
and on the apparent reliability of the applicant (income, job, 
etc.). (Seko, Sumita, & Naoi, 2012)  

• According to Brasor and Tsubuku (2011), banks tend to prefer 
lending money for an on site house. However, this should not 
matter since Japanese mortgages are recourse loans, meaning 
that the bank is more likely to get its principal and interest 
regardless of the house type. 

• Main offsite housing manufacturers offer extra reassurance in 
the form of a 10-year warranty and post-purchase services such 
as regular quality checks (Johnson, 2007). The use of these 



• Is estimated that half of all completions in Japan are houses, of which 
over 90% are detached. (Johnson, 2007) 

• The average cost of a prefabricated house is 8% higher than site-built 
wooden houses, and up to 20%-30% more than some low-cost “Power 
Builders.” (Johnson, 2007) 

• Factory-based prefabricated manufacturers need a high volume of 
annual sales to maintain sufficient economies of scale for the factory 
production lines. Manufacturers must typically sell over 10,000 units to 
fulfill their obligation to shareholders. (Johnson, 2007) 

• The Prefab housing market has been dominated by steel structures. 

• National characteristics are conducive to offsite technologies according 
to Johnson (2007) 
o Attitudes towards land ownership and the preference for 

‘modernity’ in Japan. 
o Perceptions of property value: the separation of land and 

buildings. Japanese perceive buildings as transient rather than 
permanent, due to their traditional short lifespan.   

o Quality and mass-customisation as competitive strategies. The 
prefabricated housing industry has successfully overcome the 
inferior image of monotonous, boxy units, low quality and lower 
cost homes.  

o Finding competitive advantage: the costs of marketing. According 
to with 1992 statistics, most of the consumers prefer a 
conventional wooden construction than a higher-price 
prefabricated house, however, higher-income households are 
more likely to choose prefabricated houses.  (marketing, sales and 
management costs represents on average 25%; Sekisui Houses)  

o Regulatory differentiation driving product quality.  
o Procurement strategies enable design flexibility to reflect market 

demands. 
o Demands for reduced on site times. A traditional on site built 

house takes 120 days, a conventional 50% prefabricated panel 
house takes around 90 days and a modular unit house takes 40 
days on site, including preparation of foundations, interior 
furnishings and inspection.  

quality checks can extend the warranty period to 30+ years. This 
gives higher confidence to banks. 



What can NZ learn 

from Japan’s offsite 

housing industry? 

New Zealand and Japan have a recourse loan contract system. Therefore, 

mortgages are less risky for banks than in a non-recourse loan system. Financial 

institutions are more protected because if the borrower cannot pay the mortgage, 

they must surrender any unencumbered asset to cover the loan outstanding.  

Additionally, the mortgage does not only depend on the value of the house. It is 

considered the borrower profile, including income, job, and other assets. 

Furthermore, land can be used as a collateral, and in the Japanese case, it could 

be more valuable than the house.   

Major offsite housing manufacturers give banks greater confidence by offering 

warrantees and post-purchase services. 
 

 

AUSTRALIA 

MARKET CHARACTERISTICS FINANCIAL MECHANISMS 

• 169 companies are related with the offsite construction industry (74 
complete houses/modules manufacturers-builders, 61 prefabricated part 
manufacturers (Steinhardt, Manley, & Miller, 2013). 

• Most of prefab manufacturers and builders are based along the east coast of 
Australia (Brisbane, Sydney and Melbourne). Smaller clusters were present in 
Perth, Adelaide, Hobart and Darwin.  

• Some relatively large construction and manufacturing companies are  
adopting offsite construction. Hutchinson Builders, Happy Haus, BGC and 
Ausco Modular are the most important. For complete houses the main 
players are Remote Building Solutions, Austwide Homes and Tassie Homes. 
(Steinhardt, Manley, & Miller, 2013).   

• The construction industry is conservative towards innovations such as 

prefabrication, which may be partly influenced by a lack of consumer 

demand for alternative building methods. (Steinhardt, Manley, & Miller, 

2013).   

• There are many challenges for the prefabricated housing industry in Australia 
relating to bank financing.  

• There is a conflict between the application of the newer, prefabricated 
building methods and the conservative nature of the banking industry (Boyd 
et al., 2012). Lenders do not see the construction process as it would happen 
onsite, where funds are released as the build progresses past specified 
milestones. The inability to link the funds to intermediate production stages 
means there are not many financial facilities for prefabrication. 

• Due to the financing constraints, some builders/companies have created 
some alternatives: 
o Modscape provides a stop-gap solution for privately financing the build 

process and then transferring this loan to the consumer via their own 
banking institution at the completion of the project (Modscape, 2013). 

o Some companies offer advice on financing matters (Austwide Homes, 
2013),  



• Less than 5% of the new housing market Is estimated to use prefabrication. 

(Steinhardt, Manley, & Miller, 2013).   

• According to 2012 data, annually 144,336 total dwellings units are completed 
in Australia. (Steinhardt, Manley, & Miller, 2013).   

• The Australian Construction Code is focuses on all on site requirements with 
minimum mention of offsite activities (Steinhardt, Manley, & Miller, 2013).   

o Other companies have established relationships with lenders within 
their own group of companies (e.g. TR Homes (2011) and Resolve 
Finance) 

o Other organisations have links with local lending businesses (e.g. 
Gateway Constructions (2013). 

o Some companies offer direct deferred payment options e.g. McGrath 
Homes (2013). 

• There are some time benefits to the financing of house builds using 
prefabricated materials such as SIPs in onsite building projects. (Miller, 2010). 

 
 

What can NZ learn 

from Australia’s 

manufactured 

housing financing? 

New Zealand building manufactures might offer non-traditional financial 

mechanisms directly to consumers. 

Financial institutions could create suitable instruments for prefabricated housing 

clients. Giving financial advice, and financial mechanisms such as private financing 

during the construction process, a bridge loan, or a guarantee, could encourage 

offsite construction.  

Strengthen the relation between the manufacturers, builders and financial 

institutions could help bridge the gap in the finance market. This would support the 

development of the prefabricated housing industry, and its ability to address the  

current shortage of housing in New Zealand and to furnish ongoing growth.  
 

 

SWEDEN 

TIME 

FRAME 

MARKET CHARACTERISTICS FINANCIAL MECHANISMS 



1960-

1980 

• Sweden faced a growing housing shortage in the first decade of the post-
World War II To end this problem, the government decided to create the 
Million Homes Programme, which aimed to build a million new dwellings 
in a 10-year period (1965-1974). (Trainer, 2017) 

• Delivering the program was a challenge. The total Swedish housing stock 
at that time was barely three million dwellings in 1960. The shortage of 
human resources was an obstacle to increased construction volumes. 
Standardisation and prefabrication were favoured by state support, 
prepared through a series of government inquiries. (Hall & Vidén, 2005) 

• In this period, Sweden transitioned toward offsite construction due to 
the following factors. (Trainer, 2017) 
o 1970s Swedish Energy Crisis: Due to the increase of oil prices (1970s 

oil crisis), Sweden was forced to revaluate its dependence on foreign 
oil.  Buildings were targets for energy efficiency spurring significant 
innovation within the housing and construction.  

o Million Dwellings Programme: The spike in supply requirements 
forced factories to be more efficient and adopt new technologies. 

o Labour Market Limitations: Sweden’s lack of low-cost labour, reliance 
on skilled labour, build complexity and faster execution times were 
the key drivers of the development of offsite construction in Sweden.  

o Harsh climate with snow on the ground in northern Sweden for many 
months of the year.  

o Detached, Single-Family Housing Stock. This product type specifically 
may have encouraged offsite methods initially due to its smaller scale 
and greater opportunity for standardisation. 

o Swedish Culture: a cultural affinity for self-help applications 
incentivised the prefabrication techniques. An example of this is the 
IKEA method of self-assemble flat-pack furniture. 

• The Million Homes Programme was achieved by the Swedish 
government through 100% loan programs and interest 
subsidies/interest guarantees (Trainer, 2017). 

• The Programme included generous state loans and large-scale 
industrialised construction (Hall & Vidén, 2005). 

• Greater productivity and mechanisation were fundamental, 
considering the labour shortage. Standardisation and 
prefabrication were favoured by state support. (Hall & Vidén, 
2005). 

• Local authorities facilitated the provision of land for new 
developments.  

• In Sweden, between 1961-1975 some 40,000 apartment blocks 
that included 920,000 dwellings and almost 480,000 dwellings 
in single-family houses were built. (Hall & Vidén, 2005). 

• 66% of the dwellings built were multi-family blocks and 34% 
were single-family blocks (Hall & Vidén, 2005). 

• Construction projects with 1000 or more apartments in similar 
buildings were encouraged through the rules on mortgages. 
(Hall & Vidén, 2005) 

• 15% to 20% of the buildings constructed were pre-cast concrete 
panelised buildings. (Hall & Vidén, 2005) 
 

1980-

2010 

• The Government started to withdraw from direct public housing 
provision subsidisation, intending to transfer risk to local municipalities 
and house-owners.  (Trainer, 2017) 

• The government reformulated its policy from “Housing for everyone” to 
“Housing for you”. (Trainer, 2017) 

• Housing market shifted toward private sector, educing the direct state 
risk. (Trainer, 2017) 

• The Government eliminated the housing loans and preferential 
tax treatment for Municipal Housing Corporations. (Trainer, 
2017) 

• The interest rate subsidies and guarantees also were diminished 
substantially. (Trainer, 2017) 

• Means-tested housing allowances were increased to reduce the 
impacts on low-income households. (Trainer, 2017) 

2010s 
• 30% of new build dwellings are the single family type. These houses 

include offsite techniques accounting for over 80% of new single-family 
homes. (Trainer, 2017) 

• In Sweden, prefabricated houses can be financed with 
mortgages. 

• The mortgage average loan-to-value is 64% in 2016. (FI, 2017) 



• 70% of new build dwellings are the multi-family type. Around 10% new 
multi-family constructed dwellings are  wood-frame using a large portion 
of prefabricated techniques. The remaining 90% use steel and concrete 
frame techniques that include around 20% prefabricated elements 
(Steinhardt, & Manley, 2016). 

• Multi-family houses use at least 30% prefabrication methods. (Trainer, 
2017) 

• Lindbäcks is one of the main prefabrication manufacturers in Sweden. 
They produce around 800 housing units a year. (Emanuelsson, 2015) 

Sweden has high construction costs relative to the rest of Europe due to 
a lack of competition and labour constraints. However, they are not very 
different from other Nordic countries with similar contexts.  (Trainer, 
2017) 

• The mortgage average debt-to-income ratio was 402% in 2016. 
(FI, 2017) 

• Mortgages have low-interest rates (1.7%) and some are fixed. 
(FI, 2017) 
 

 

What can NZ learn 

from the Swedish 

offsite housing 

industry? 

 

New Zealand and Sweden are similar countries in regards to both having a 

relatively small population, a booming timber industry, construction methods based 

on timber, and highly skilled and expensive labour.  

To end the housing shortage in Sweden the government created the Million Homes 

Programme.  With 100% loan programs and interest subsidies, they succeeded in 

building 1 million houses in 10 years, using prefabricated techniques. The shortage 

of housing that New Zealand faces could be addressed with a similar programme 

that involves government land and loans, prefabrication manufacturers supplying 

offsite dwellings, and consumers in need of an affordable home.  

Consideration would need to be given to the fiscal risk to the government and how 

the scale of a public intervention might affect the private market (both at its entry 

and exit/conclusion). 

 
 

  



PREFAB IN OTHER COUNTRIES  

SWEDEN 
Offsite Dwelling 

Completion1 

Social vs. 

Private Housing 

House Types New vs. 

Renovations  

Regulation  Key events  Contextual 

Factors 

• 50%-90% offsite 
house building 
historically.  

• Greatest 
application in 
private, 
detached homes. 

 

• 25,993 Annual 
Dwelling 
Completion 

• 50% of new 
rentals 
corresponds to 
public 
construction. 

• New dwellings, % 
privately owned: 
Houses 95% of 
total houses and 
apartments 24% 
of total.   

• New Housing 
units: 64% multi-
dwelling, 30% 
detached, 6% 
terraced or semi-
attached 

• 68% of total 
housing 
investment on 
renovations and 
extensions 

• Building 
subsidies are 
provided 
encouraging 
cartels, the 
dominance of a 
small number of 
firms, and 
limiting 
innovation 

• Historical use of 
concrete 
prefabricated 
houses for social 
housing 
programs 

• High 
construction 
union 
membership 

• High relative 
construction 
costs for Europe 

* Steinhardt, D., Manley, K. & Miller, W. (2013). Profiling the nature and context of the Australian prefabricated housing industry. Retrieved from: https://eprints.qut.edu.au/81176/1/nature-and-context-

Australian-prefabricated-housing.pdf 

GERMANY 

Offsite Dwelling 

Completion1 

Social vs. 

Private Housing 

House Types New vs. 

Renovations  

Regulation  Key events  Contextual 

Factors 

• 9% prefab for  
new residential 
building permits.  

• 15% 
prefabrication 
for 1-2 dwelling 
buildings, 2% for 
3+ dwellings 

• 161,186 Annual 
Dwelling 
Completion 

• 6% of new builds 
are subsidised 
for social 
housing.  

• Declining social 
housing stock.    

• New Housing 
units: 50% in 
buildings with 1-
2 dwellings, 45% 
3+ dwellings, 5% 
other.  

• 50% of housing 
construction 
output is for 
repairs, 
maintenance, 
extensions and 
other 
improvements.  

• Incentives 
provided for 
energy efficient 
house building 

• Historical, post-
war use of 
concrete panel 
housing 

• House 
construction 
reduced since 
the 1990s 

• Skilled workforce 

• Long period of 
research and 
development  

• Low home-
ownership and a 
high level of self-
procured homes 

                                                           
1 Dwelling completion figures are for the 2012 financial year, with the exception of 2011 figures reported for Germany and the Netherlands. 



* Steinhardt, D., Manley, K. & Miller, W. (2013). Profiling the nature and context of the Australian prefabricated housing industry. Retrieved from: https://eprints.qut.edu.au/81176/1/nature-and-context-

australian-prefabricated-housing.pdf 

NETHERLANDS 

Offsite Dwelling 

Completion1 

Social vs. 

Private Housing 

House Types New vs. 

Renovations  

Regulation  Key events  Contextual 

Factors 

• Construction 
methods: 40% 
onsite tunnel 
form, 40% onsite 
brick and block, 
20% offsite wood 
or concrete 
prefabrication. 

• 57,703 Annual 
Dwelling 
Completion 

• Building project 
costs: 
78% private 
clients, 19% 
public housing, 
3% built for 
market.  

• New Housing 
units: 55-60% 
single, family 
houses, 40-45% 
multifamily 
houses.  

• 51% of total 
housing 
investment on 
renovations and 
extensions 

• Historic collusion 
and government 
direction; little 
innovation 

• Established 
active federal 
sustainable 
development 
policy 

• Recent 
tightening of 
regulations 
concerning 
collusion due to 
European Union 
directive 

• Task-based, 
construction 
labour force 

• Stagnating of the 
market 
associated with 
privatisation 

* Steinhardt, D., Manley, K. & Miller, W. (2013). Profiling the nature and context of the Australian prefabricated housing industry. Retrieved from: https://eprints.qut.edu.au/81176/1/nature-and-context-

australian-prefabricated-housing.pdf 

UK 

Offsite Dwelling 

Completion1 

Social vs. 

Private Housing 

House Types New vs. 

Renovations  

Regulation  Key events  Contextual 

Factors 

• 2% of the value 
of the entire 
construction 
sector is 
attributable to 
offsite work.  

• 143,580 Annual 
Dwelling 
Completion 

• Permanent 
house builds: 
75%-80% of 
completions by 
private 
enterprise and 
20%-25% by 
social housing 
authorities.  

• Detached houses 
a minority of 
existing stock  

• 60%-70% of new 
builds are 
‘houses’ as 
opposed to 
‘flats’. 

• Approximately 
50% of housing 
construction 
output value is 
for maintenance, 
extensions and 
improvements. 

• Building code 
‘Part L’ targets 
energy efficiency 

• New 
construction 
products/system
s need to be 
certified 

• Sharp decline in 
house 
construction 
since 2007 

• Prefab use in 
post-war 
rebuilding for 
temporary 
buildings 

• High proportion 
of speculative 
land acquisition 
and building 

• Comparatively 
low skill 
workforce 

* Steinhardt, D., Manley, K. & Miller, W. (2013). Profiling the nature and context of the Australian prefabricated housing industry. Retrieved from: https://eprints.qut.edu.au/81176/1/nature-and-context-

australian-prefabricated-housing.pdf 

 



FINANCIAL MECHANISMS THAT COULD ENCOURAGE PREFABRICATION AS A METHOD 

TO HELP REDUCE THE HOUSING SHORTAGE IN NZ AND SUPPORT SUSTAINABLE 

GROWTH LONG TERM

New Zealand lacks financial mechanisms to finance 

prefabricated houses. This has slowed the development 

of this industry. Banks do not issue mortgages for 

prefabricated houses. Therefore, consumers have to 

finance these buildings with Personal/Chattel loans. The 

problem is that personal loans are much more expensive 

than a mortgage, the payment period is shorter, and the 

loan-to-value is lower. 

 

According to the literature review, other countries use 

both public and private solutions:  enabling (public or 

private) mortgages for offsite construction and also 

subsidies to encourage these types of buildings in some 

cases. 

 

Below are some options that NZ could include to 

encourage banks and other financial institutions to 

finance prefab houses:  

  

Prefab Housing 
Finance

1) Finance 
House + Land

Financial 
Instutions

a) Mortgage (Land 
and house collateral)

b) Bridge Loan 
(Chattel+Mortgage)

c) Chattel Loan

Banks+Prefab 
Manufacturer

d) Banks + Private 
Financing

e) Give a guarantee or 
an Insurance

2) Finance 
House

Financial 
Instutions

a) Bridge Loan 
(Chattel+Mortgage)

b) Chattel Loan

Prefab 
Manufacturer

c) Private Financing

d) Give a guarantee 
or an Insurance



1) Financing the house and the land together, which gives grater security to lenders.   

a. Financial Institutions could issue a mortgage for an offsite complete build house that includes also the land, this 

should not be different than a mortgage for an on site construction. The collateral would be the land and the house. A 

mechanism would be needed to enable the bank to own parts of the house that are built away from the final building 

site. 

b. An ordinary chattel loans.  

c. A bridging loan. This option is a hybrid of (a) and (b): while the prefabricated house is produced and assembled, the 

bank can issue a chattel loan and when the house is successfully constructed the loan can be replaced by a mortgage.  

Prefabricated Manufacturers + Banks 

d. The bank could issue a mortgage to finance the land and the prefab / offsite manufacturer could privately finance the 

house. However, this would require significant amount of working capital from the prefabricated manufacturer and 

increases the firm’s financial risk. 

e. The manufacturer could give a guarantee or buy a form of insurance related to (stages of) construction of the house.  

f. Banks could delineate requirements that manufacturers must fulfil that would enable their clients can access 

mortgages.  

2) Financing only the house.  

a. A chattel loan just for the house. 

b.  A bridging loan. See above, but without the land acting as collateral. 

Prefabricated Manufacturers 

c. The manufacturer could give a guarantee or buy insurance related to (stages of) construction of the house. 

d. Banks could delineate requirements that manufacturers must fulfil that would enable their clients can access to a 

loan or mortgage. 
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