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The indicators analysed within the Australian 
Affordable Housing Report 2017–18 show 
that the nation is in a unique position - 
where new housing supply sits at record 
levels while, at the same time, double 
digit average increases in house prices in a 
number of capital cities have been occurring 
concurrently over the past seven to 10 years.

Climbing prices in places such as Sydney 
are yet to adjust to this new supply, which 
impacts particularly for those at the lower 
income end of the market. That said, in the 
last 12 months New South Wales has started 
building 40,000 more homes than the total 
commencements the state had in 2009, so a 
catch-up on low housing delivery in previous 
years has begun but has yet to restrain rising 
house prices.

Housing affordability as an issue of public 
debate in the media, by governments and in 
the community at large is at an all time high. 

Housing statistics in their rawest form, and as 
presented in this report reflected in the 2016 
Census, paint a challenging picture for low-
income Australians hoping to find affordable 
rental accommodation, or those who aspire 
to be able to buy their own house. It is fair to 
say that there is a realisation, particularly for 
young people, that generations could be left 
without the prospect of being able to buy 
their own home.

There is acceptance today that housing 
affordability is both a national and 
international issue that must be addressed 
sooner rather than later, and there has been 

both political and popular agreement that 
something must be done. As such, measures 
within the May 2017 Federal Budget are seen 
with some optimism to potentially provide 
the circuit breaker needed to incentivise the 
provision of low-cost, affordable housing for 
Australians.

Money and investment follows policy, and 
many of the figures from the past 25 years 
in this report provide some compelling 
indications of this. As a case-in-point, there 
has been a marked increase in housing 
investment since the late 1990s capital 
gains and negative gearing changes, which 
correspondingly has increased the amount 
of rentals provided. First-home buyer rates 
shot through the roof around 2009 after the 
First Home Owner Grant was introduced. 
More broadly, foreign investment into 
Australian residential real estate has driven 
new dwelling supply to record levels in the 
past four years, based on other countries 
policies such as Canada reducing their 
appetite for foreign purchases of housing 
through regulation. Housing policy that 
focuses on affordable and even low-income 
earner housing will see investment flow into 
this part of the market, provided land and 
planning is incentivised, so that  long-term 
safe returns are underpinned for investors.

What is certain is that decisions made within 
this next financial year will impact housing 
affordability for low-income earners and 
this will change the way Australians live for 
decades to come. It is an opportunity that 
Australia needs to grasp.

Nicola Lemon

PowerHousing Australia, Chair 
June 2017

From the PowerHousing Chair 



   54    



   54    

This report provides an environmental scan 
on housing supply and demand in Australia, 
and considers the impact of these elements 
on housing affordability, particularly for low-
income earners—including social housing 
tenants, renters, first home buyers, key 
workers (low-income public sector workers) 
and seniors. 

This report has a focus on housing activity 
and levers, such as national and international 
fiscal (government revenue), monetary and 
market factors  that will impact housing 

availability, rental/mortgage rates and the 
capacity of Australians to access affordable 
housing over the next  two-years.

In particular, this report considers demand 
indicators and actual housing activity to 
assess housing affordability for average-to-
low income earners in Australia.

The report also considers previous housing 
activity forecasts and identifies where 
housing activity has differed from previous 
projections.

Introduction
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Housing affordability as an issue of public 
debate in the media, by governments and 
in the community at large is at an all-time 
high. With the most recent Census data 
confirming a story being told throughout 
the country  - homeownership is declining, 
while renting is increasing; first-home buyer 
levels are at record lows, while those already 
paying mortgages are finding them more 
serviceable; and there are growing numbers 
of renters experiencing housing stress, while 
public housing stock has fallen and more 
dwellings remain vacant. With approximately 
one in five households recording income 
(including government benefits) of less than 
$650 per week and the number of individuals 
in their 20s and 30s living at home with 
parents on the rise, the narrative around 
housing affordability is unlikely to recede 
from the public consciousness.i

Nationally, we have low economic growth, 
low inflation levels, low interest rates, and 
low unemployment levels, which are all 
factors that are expected to support people 
buying into the housing market.

These conditions also see those in the 
second, third and fourth quintiles of wage 
earners with existing assets as being even 
better positioned to purchase into the 
market. This is despite rising house prices 
that are out of alignment with wages growth, 
which has been flat for several years.

Population growth, increasing net overseas 
migration and ongoing strength in 
household formation has created strong 
demand for housing. This however, provides 
a downside risk of continued house price 
increases into the future.

New housing supply has been sitting at 
record levels for around two years. This 
has been driven by foreign and domestic 
investment activity. In the December 
quarter of 2016, the number of residential 
dwellings across Australia rose to 9,802,700. 
The pipeline of new dwellings, particularly 
in multi-residential and apartments, is likely 
to see a sustained number of new dwellings 
coming into the market to meet such 
additional demand.

Increased foreign investment in Sydney has 
seen the city become viewed as being a 
place for capital investment—this is similar 

to how cities such as London and New York 
are viewed. Across Australia, Sydney and 
Melbourne are seen as safe places for foreign 
capital flows and, as such, new developments 
have risen out of the ground that otherwise 
may not have reached finance thresholds if 
this foreign capital had not been present.

Across the country, Australians are saving 
more, their household wealth is increasing 
and they are paying off their mortgages 
above the rates set by banks. Additional 
funds and dispensable income is increasingly 
being channelled into investment properties 
with those declaring an investment property 
now exceeding 2 million people nationally. 
Whilst household wealth is underpinned by 
rising residential land and dwelling values, 
these paper gains are being converted into 
investments into residential real estate. As 
the ATO states, 72 per cent of these investors 
have one property and another 18 per cent 
have two. Despite having more debt than 
previous generations there is a capacity at 
low interest rates, low unemployment and 
low inflation to meet these obligations today.

Conversely, first home buyer rates are at record 
lows and this trend is not unique to Australia. 
Whilst first home buyers recede, the amount 
banks are lending to them has remained 
static for the past three years. In other words, 
these potential buyers do not have capacity to 
increase their loan size and, as such, are limited 
to where and what they can buy.

This outlook for low-income earners—
particularly social housing tenants, renters, 
first-home buyers, key workers and seniors—
will remain bleak while property pricing 
continues its run of double-digit increases 
and wages growth remains low.

In some regions of the country, such as parts 
of Perth and Darwin, rental conditions are 
weak, dwelling values have been trending 
lower and advertised stock levels remain 
historically high. This is in part due to 
reasonable supply and lower demand related 
to a softening of the economy in those parts 
post the mining boom.

Policy measures as outlined by all sides of 
politics, particularly the Government, show 
potential for Australia to begin to unravel 
the complex and challenging issue that is 
affordable housing delivery in Australia today.

Executive Summary
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Short of the proverbial—and non-existing—
silver bullet to fix Australia’s housing issues, 
the Federal Government put forward a 
robust commitment to housing in the 2017–
18 Federal Budget.

“Our comprehensive housing 
package will see more homes built, 
more first-home savings achieved 
and a roof put over the head of 
more Australians, whether they 
slept rough on the street last night 
or are saving to buy their first home 
and everything in between. There 
are no silver bullets to housing 
affordability… but when you take a 
comprehensive approach, working 
right across the spectrum of housing 
needs, you can make a difference.”

Scott Morrison, Federal Treasurer 
(The Australian, 20-21 May 2017)

The 2017–18 Federal Budget opens up 
measures to support the homeless, first-
home buyers, investors, seniors, and impact 
investing, to begin finally tackling the 
provision of affordable housing. Community 
Housing Providers (CHPs) are central to the 
task.

The Treasurer’s 2017 Budget speech 
provided acknowledgement of the 
vital role CHPs play in ensuring that all 
Australians have a roof over their heads. The 
Government’s encouragement of the states 
and territories to transfer existing stock to 
the community housing sector holds the 
promise of having social housing across the 
country managed with CHP best practice. 
This can have long-lasting positive effects 
and provides scale efficiencies.

In the affordable housing end of the 
continuum, PowerHousing’s CHP members 
will deliver homes on the scale sought by 
the new National Housing Finance and 
Investment Corporation, which is being 
established to operate an affordable Bond 
Aggregator.

Some other substantial Federal Budget 
measures that aim to support housing 
affordability include:

• An incentive for investors to purchase 
and provide housing at or below market 
rents, which will encourage supply over 
a sustained period. This incentive is in 
the form of an increased capital gains tax 
windfall that offsets the reduced rents.

• The rent - to buy model and shared equity 
schemes are currently being engineered 
and the commitment here is to provide a 
platform Australian’s can use to go from 
renting to fulfilling the dream of home 
ownership. 

• A First Home Super Savers Scheme that 
incentivises first homebuyers to put 
some extra money aside to get together 
a deposit. The model behind this scheme 
appears sound; however, the introduction 
of a higher concession cap above the 
$30,000  should be considered as it would 
recognise the higher average capital city 
house prices, particularly in Sydney. 

• A restructure of the National Affordable 
Housing Agreement (NAHA) to deliver a 
better return on Federal investment. This 
measure requires the states to also invest 
in affordable housing. Although some 
states have offered some concessions 
for first-home buyers and elements of 
affordable housing reform, it will be the 
year 2018 before the Federal measures 
start being matched or increased at the 
State Budget level.

• An online Commonwealth land release 
database that will assist in the sourcing of 
land for rezoning to residential. Housing 
affordability starts to improve when you 
have the provision of land, streamlined 
planning systems and reduced costs 
to see housing delivered. Both Federal 
and state governments need to better 
incentivise the delivery of not just more 
housing, but affordable housing.

Affordable housing report
environmental scan 2017-18
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Master Builders of Australia commissioned 
a study from Cadence Economics to delve 
into the 2017-18 Federal Budget housing 
affordability measures. The group found that 
the Government’s Budget both pumps new 
money into critical infrastructure areas and 
also incentivises streamlining of planning 
procedures and regulatory red-tape which 
can add up to “30-40 per cent of the cost of 
a new home.”  Their projections also show 
the Budget will “support the construction of 
up to 93,000 additional new homes by 2021, 
boosting supply by 41 per cent.” According 
to their models, the Budget is expected to 
relieve supply pressures on housing prices 
and will also aid in construction by releasing 
Commonwealth land for residential 
development. The Cadence research shows 
the Budget having a significant positive 
effect on affordable rental housing with the 
National Housing Finance and Investment 

Corporation, the creation of Managed 
Investment Trusts, and overall, a budget 
strategy around housing that will reduce 
waitlists for social housing across the 
countryii.

The Federal Government has laid out a 
framework for a potential long-term solution 
to the challenges posed by housing in 
Australia’s rapidly changing market. The 
Federal Opposition has also placed a strong 
emphasis on the need for affordable housing 
provisions, particularly for low-income earners.

The ‘devil will be in the detail’ around actual 
delivery. With affordability metrics pointing 
to serious issues for those looking to access 
affordable housing—particularly at the 
social and low-income levels and with 
homelessness rates rising—the stakes are 
higher than ever before.
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Chart 1: Impact on housing supply
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Source: Federal Budget, Budget Paper No. 3, 2017-18. Master Builders Australia.
Note: includes funding for all major infrastructure projects listed in Budget Paper No. 3 2017.
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1. National Economic Indicators
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Growth

The Australian economy grew by 0.3 per cent 
(in seasonally adjusted terms) in the March 
quarteriii. Seventeen out of 20 industries 
recorded growth over this period. Across 
the year, the country recorded GDP of 1.7 
per cent, which included the most recent 
September quarter negative growth period 
that threatened a technical recession across 
the year. Whilst Australia has the record for 
the longest run of uninterrupted growth, 
the annual result is the lowest since the 1.2 
per cent annual growth recorded during the 
global financial crisis in 2009.

Affordability 2017-18 – The Reserve Bank 
expects this low growth result to improve. 
In fact,  economic growth is expected to 
increase gradually over the next couple of 
years to a little above 3 per cent.iv This longer 
term forecast will support new housing 
delivery, higher home turnover and improved 
sentiment, which will support confident 
decision making.

Inflation

The Australian Consumer Price Index (CPI) 
(used as a measure of inflation) rose 2.1 
percent over the previous twelve months 
to the quarter ending March 2017v. From an 
historical perspective, the 30-year average 
CPI is 3.1 percent, and the 10-year average 
CPI is 2.4 percentvi respectively. The Reserve 
Bank of Australia Governor is aiming to 
maintain an average growth of CPI at 2–3 
per cent overtimevii. Over the past 30 years, 
there has been considerably less volatility 
in measures of CPI which has led to a lower 
interest environment.

Affordability 2017-18 – The current figure 
is on the lower end of the bounds of 
acceptable growth, but on an upward tick 
in the last quarter to support the economy. 
Headline inflation has only recently slipped 
back into the RBA’s target range of 2–3 per 
cent; however, the RBA’s preferred measures 
of underlying inflation remain below 
target, which provides the RBA with further 
scope to reduce the cash rate if they see a 
requirement to do so.
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Interest Rates

Interest rates have remained on hold at a 
historic low of 1.5 per cent, since the last 
movement in interest rates downward, 
which was made by the Reserve Bank in 
August 2016. 

However, in its last meeting on 4 July 2017 
the Reserve Bank Board signaled a rate 
rise bias indicating the economy could 
potentially support a cash rate of 3.5 percent 
in the near future which translates to a 7.25 
percent mortgage rate.

Affordability 2017-18 – A low interest rate 
environment over an extended time period 
has allowed mortgagees to pay down their 
loans, which has improved affordability 
and reduced loan repayments, potentially 
opening the door for first-home buyers 
and low-income earners to have access to 
affordable housing. Low interest rates have 
also supported a greater number of investors 
who have leveraged assets such as a primary 
residence, which has increased demand for 
housing. This in-turn has increased auction 
rates and lending for non-primary residence 
purchases to record levels.

Conversely, a future hike in interest rates as 
signalled by the Reserve Bank in July 2017 
would increase mortgage rates and put 
greater pressure on mortgage repayments 
which may impact owner occupier and 
investor demand into FY2018 and FY2019.

Unemployment

April 2017 labour force figures show 
unemployment decreasing by 19,100 people 
or 0.2 percentviii bringing the unemployment 
rate down from 5.9 per cent to 5.7 percent. 
This represents a positive improvement 
in the labour market from the previous 
quarter. The ABS also reports a consistency 
in labour force participation with the rate 
remaining at 64.8 percent in April 2017. 
Both unemployment and participation 
rates remain generally unchanged from the 
previous year from April 2016ix.

Affordability 2017-18 – The increased 
employment rate provides support for 
housing purchases, but of note is the fact that 
part-time employment seems to be increasing, 
while full-time work looks to be decreasingx. 
This trend could increase underemployment 
and impact wages growth, that will eventually 
impact capacity to purchase a home.

Wages Growth

Wage growth figures for the March 2017 
quarter rose 0.5 percent, which represents a 
growth rate of 1.9 percent on the yearxi. This 
puts wages growth slower than inflation, 
which was 2.1 percent at the year-end and 
affects the population’s purchasing power.

The rate of 1.9 percent on the year is 
particularly low, even within the recent 

Household Disposable Income
ABS, Reserve Bank of Australia (May 2017)
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post-mining boom period of below-average 
wage growth. While wage growth has been 
sluggish over the past several years, RBA 
data (after the release of the March Quarter 
2017) suggestes that wage growth will 
increase over the next several years. The RBA 
has stated that as the economy continues 
to adjust from the mining boom, wages 
will start to rise as the market adjustment 
finalisesxii. 

Affordability 2017-18 – The current 
situation of slow wage growth coupled with 
increasing rental and purchasing prices will 
challenge any gains in affordability.

Net Overseas Migration and 
Population Growth

The Australian Bureau of Statistics (ABS) 
reports that population growth for the year 
ending 30 September 2016 was 1.5 percentxiii 
with a total 24.22 million people living in the 
country. Net Overseas Migration (NOM) for 
the same year was estimated to be 182,165 
people, which represents an 8.9 percent 
increase on the previous year.xiv

Natural population increase for the year 
made up 44.6 percent of total population 
growth, with NOM making up the remaining 
55.4 percent.xv

Victoria continues to show strong 
population growth and is the only state 
to record growth exceeding the national 
average at 2.1 percent, with the ACT 
matching national growth at 1.5 percent for 
the year.xvi If present rates were to continue 
at the same rate, Melbourne would surpass 
Sydney as Australia’s largest city at some 
point in the early 2030s.

The ABS projects both domestic birth rates 
and NOM to increase in coming years with 
Australia’s population estimated to be 
between 36.8 and 48.3 million people by 
2061xvii, with actual population likely to be 
towards the higher end of those estimates. 
This scenario would almost double the 
country’s current population. Similarly, the 
Department of Immigration and Border 
Protection forecast annual NOM to be 
246,000 people in 2020,xviii which is an 
increase of 52,800 people (or 27 percent) 
from 2016 September.

Population at end Sep qtr 2016 Population
Change over 
previous year

PRELIMINARY DATA ’000 ’000 %

New South Wales 7,757.8 109.6 1.4

Victoria 6,100.9 127.5 2.1

Queensland 4,860.4 67.7 1.4

South Australia 1,710.8 9.4 0.6

Western Australia 2,623.2 25.2 1

Tasmania 519.8 2.6 0.5

Northern Territory 245.7 0.8 0.3

Australian Capital Territory 398.3 5.8 1.5

Australia (a) 24,220.2 348.7 1.5

(a) Includes other Territories comprising Jervis Bay Territory, Christmas Island and the Cocos (Keeling) Islands.
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MIGRATION SUMMARY, States and Territory - 2015-16 (a)

PRELIMINARY DATA Net Overseas 
Migration 

(NOM)

Net Interstate 
Migration 

(NOM)

Net Migration

State or Territory No. No. No.

New South Wales 71,161 -11,349 59,812

Victoria 65,007 16,699 81,706

Queensland 20,019 11,581 31,600

South Australia 9,163 -6,398 2,765

Western Australia 13,640 -7,703 5,937

Tasmania 1,143 42 1,185

Northern Territory 420 -2,696 -2,276

Australian Capital Territory 1,607 -176 1,431

Australia (a) 182,165 na 182,165

(a) NOM numbers do not include migrants that stay for less than 12 months over a 16 month period, and do not include Australians 
that leave for less than 12 months over a 16 month period. 

Affordability 2017-18 – Whilst Australia is 
commencing over 230,000 homes per year, 
the current population increase through 
NOM is being met. The risk for affordability is 
if housing delivery goes below the 160,000 
dwelling mark (the longer term average 
residential build rate), and does not keep up 
with population growth. 

Household Formation
Australian households are predicted to 
continue growing during the next 20 years to 
over 12.6 million households, which is around 
a 50 percent increase from 2011xix. Family 
households are projected to increase to 
over 8.7 million families by 2031, while lone-
person households will likely grow to over 3.4 
million people by 2036. This increase in lone-
person households is a growth of over 60 per 
cent from 2011, and represents the ageing of 
Australia’s population, including a growing 
prevalence of older women living alone.

Affordability 2017-18 – The majority of 
households will continue to be multi-
person family households, with the average 
household size projected to stay consistent 
at 2.5 people per household (or higher) 

through to 2036. This household ratio reflects 
consistent growth over time and illustrates the 
need for Australia to maintain current elevated 
pipelines of new homes to house this future 
population and improve affordability.

Household Net Savings and 
Household Wealth
The December quarter 2016 saw household 
net worth grow to $9,404.5 billion, which 
is an increase of $328.1 billion from the 
previous quarterxx. Over 67 percent of 
household net worth from the December 
quarter constituted land and dwelling assets, 
and real holding gains in the quarter were 
predominantly driven by increases in this 
asset classxxi.

Similarly, household net savings, including 
changes in real net worth, grew to $274.5 
billion in the December quarter 2016, up 
from $185.2 billion in the September quarter. 
This increase resulted principally from real 
holding gains on land and dwellings, and 
financial assets. Without the addition of such 
real net worth gains, household net savings 
decreased from $28.7 billion in September to 
$12.3 billion in December 2016. 
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Household wealth has increased on the 
back of greater net savings, and growth in 
land and dwelling values. This increases the 

capability for those with property already 
to invest, but it is unlikely to assist new 
entrants or low-income earners without 
property already.
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2. National Housing Indicators
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Transaction Volumes

Although dwelling values have been rising 
across the nation, since March 2015 there 
has been an ongoing decline in the number 
of settled dwelling sales. There is likely to 
be some upwards revision to the numbers, 
given that off-the-plan property sales, which 
have become more prominent, are yet to 
settle.

Nevertheless, the number of settled sales 
reached a record high over the 12 months 
to May 2002 when 632,680 dwelling sales 
occurred. Over the 12 months to May 2017 
there were 477,101 settled sales of houses 
and units, which was 24.6 per cent lower 
than the peak level of sales. The number of 
sales was also lower year-on-year, down 4.6 
per cent compared to settled sales a year 
earlier.

At the capital city level, the trends are 
somewhat more diverse. However, the three 
most populated cities have all recorded a 
year-on-year fall in settled sales. The annual 
number of sales is lower over the past year 

in Sydney (-4.3%), Melbourne (-12.4%), 
Brisbane (-11.1%) and Canberra (-1.0%). In 
the remaining capital cities, settled sales 
are higher over the year with Adelaide sales 
0.6% higher, Perth sales 0.3% higher, Hobart 
sales 1.0% higher and Darwin sales 2.6% 
higher.

The fact that settled sales are substantially 
lower than they were at their 2002 peak, 
yet the overall number of dwellings has 
increased substantially since this time, 
points to market inefficiencies, which deter 
transactions of properties. In particular, 
the high-transactional costs related to 
buying and selling property has a bearing 
on transaction activity. These costs include 
stamp duty, inspection costs and legal 
fees when purchasing, as well as agency 
commissions when selling.

Other factors contributing to a slowdown 
in settled sales numbers are affordability 
constraints, low advertised stock levels (in 
some cities), weaker consumer confidence 
and tighter credit policies.

Chart 5: Monthly number of settled sales, National
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Rental Rates 

Over the 12 months to May 2017, capital 
city dwelling rents have increased by 2.4 per 
cent with house rents 3.3 per cent higher 
and unit rents up 1.5 per cent. Over recent 
years, the rate of rental growth has slowed 
quite substantially; however, over the past 

nine months, rental growth has rebounded. 
As at May 2017, the median weekly rent was 
recorded at $499 for capital city dwellings, with 
houses ($507/week) showing a higher rental 
costb compared with units ($474/week). 
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Over the past year, rents have fallen in 
Brisbane (-1.3%), Perth (-7.6%) and Darwin 
(-7.3%), while they have increased in all 
other capital cities. The annual rental 
increases have been recorded at 4.9 per cent 
in Sydney, 4.4per cent in Melbourne, 2.3 per 
cent in Adelaide, 6.0 per cent in Hobart and 
13.3 per cent in Canberra. In Sydney, rents 
are now growing at their fastest annual pace 
since January 2012, and in Adelaide they are 
increasing at their fastest pace since August 
2014. Rents in Canberra are growing at their 
fastest pace on record (extending back to 
1996).

First Home Owner Levels 

First-home buyer numbers were recorded 
at 13.9 per cent of all dwellings financed for 
the month of April 2017. This percentage has 
trended consistently lower and is down from 
an average monthly first-home

buyer rate of around 24.3 per cent of all 
loans going to first home buyers between 
May 2008 and May 2010. The first-home 
owner grant policy increased the number of 
first-time buyers over this period.

Over the past 25 years, the number of 
first-home buyers has averaged around 
9232 buyers per month. For April 2017, the 
rate declined to 6547 buyers picking up 
their first set of home keys in that month. 
Over the past five years, first-home buyers 
have averaged 7878 dwellings financed 
per month. Effectively, there has been a 
vacuum of 1353 less home purchases for 
first home buyers. As an example of where 
housing policy influenced the market, the 
average monthly first-home buyer numbers 
increased to 18,271 in May 2009, which is 
almost triple the April 2017 first-home buyer 
rate. In the 18 months to February 2010, 
26.5 per cent of all loans went to first-home 
buyers, which is a response to the first-home 
owner grant.

-10% -5% 0% 5% 10% 15%

Canberra

Darwin

Hobart

Perth

Adelaide

Brisbane

Melbourne

Sydney

Chart 7: Annual change in dwelling rental rates
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Chart 8: First Home Buyers
ABS 5609 Apr 2017 Original Terms

Affordability 2017-18 – First-home 
buyers are declining as a percentage of all 
dwellings financed and the amount they are 
borrowing has also flat-lined over the past 
three years. Whilst average dwelling prices 
have risen across the country, the average 
first-home buyer loan size has increased by 
just under $1,000 to $317,000 per dwelling, 
which foretells of the limited capacity of 
first-home buyers to purchase at the rising 
average dwelling price.

Auction Clearance Rates 

So far in 2017, the weighted average 
capital city auction clearance rate has been 
recorded at 73.3 per cent compared to an 
average of 71 per cent over 2016. Although 
auction clearance rates remain quite strong, 
there has been a softening trend since the 
middle of April 2017. Auction clearance 
rates reached a 2017 peak at 78.4 per cent 
in late February with the latest data for 
the first week of June showing a clearance 

rate of 69.8 per cent, which is equal second 
lowest of the year. The rate of auction 
clearance is likely to support further growth 
in the market; however, the recent slowing 
indicates that selling conditions are not as 
robust as they were earlier in the year.

Melbourne’s auction clearance rate was 
recorded at 73.1 per cent over the first week 
of June 2017, which was the city’s lowest 
clearance rate of the year. Auction clearance 
rates still indicate strong market conditions; 
however, they are well down from the high 
70 per cent to low 80 per cent readings 
achieved earlier this year. In Sydney, the 
auction clearance rate for the first week of 
June 2017 was recorded at 71.9 per cent 
which was also the city’s lowest of the year. 
Again, clearance rates at this level are likely 
to continue to support growth in dwelling 
values; however, if auction results continue 
to trend lower it will be another sign of 
momentum leaving the housing market as 
buyers regain some leverage over sellers.
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Chart 9: Weighted average capital city auction clearance rates
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Chart 10: Weekly auction clearance rates, Sydney and Melbourne
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Housing Finance/Investor 
Levels 

Finance for housing has grown significantly 
since the global financial crisis. This is 
in part explained by the rising prices of 
existing dwellings, but underpinned by the 
increase in the volume of investor loans and 
the significant increase in the number of 
loans for new housing. As clearly indicated, 
investor loans have flattened out over the 
past two years, largely in response to the 
macroprudential measures introduced 
nationally, requiring banks to limit their loan 
books to investors.

Affordability 2017-18 – Housing finance 
is likely to continue to remain moderate 
for investors and the significant growth 
in lending volumes for housing (and 
particularly new dwellings) is likely to 
moderate throughout 2017–18. Investment 
trends will moderate, rather than flatten 
(already seeing evidence of this), owing to 
a changed regulatory environment, higher 
mortgage rates and tighter credit policies 
for investment. The additional new housing 
supply, as financed for owner occupation 
and rental, is likely to weaken, which will 
reduce the number of dwellings coming 
into the market to aid affordability.

Chart 11: Finance commitments for housing
ABS 5671 Apr 2017 Seasonally Adjusted
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Building Approvals

Year to date Dwellings approved

April 2008 163,771

April 2009 138,642

April 2010 170,322

April 2011 172,251

April 2012 146,078

April 2013 166,048

April 2014 195,110

April 2015 224,294

April 2016 239,852

April 2017 222,667

Building approval levels indicate a flow 
through of potential dwellings that are 
approved for building, but yet to be built. In 
simple terms, the approvals are the pipeline 
of future housing construction. As indicated, 
housing approvals for the 12 months as of 
April 2017 are at 222,667, which is down 
from the 12 months leading up to April 2016 
where 239,852 dwellings were approved 
for construction. As shown in the table, 
the 12 months of building approvals up to 

April 2016 saw over 100,000 more homes 
approved than for the equivalent period in 
April 2009, where only 138,642 dwellings 
were approved. 

Affordability 2017-18 – As long as these 
building approvals are constructed, this 
massive increase in the pipeline will flow 
through to commencements, completions 
and new homes going to buyers to improve 
affordability throughout 2017–18.

Chart 12: Building Approvals
ABS 8731 Apr 2017 Seasonally Adjusted
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Building Activity

Building activity has increased significantly 
over the past four years. Australia has 
gone from building an average of 152,000 
dwellings per year, to completing over 
211,000 dwellings per year. The rise in 
commencement and completion activity 
follows and tracks the rise in building 

approvals. With nearly 60,000 dwellings 
built in the past calendar year, above the 
yearly average, this yearly surge in additional 
housing alone is enough to house the 
entire population of Cairns or Darwin. With 
commencement activity eventually leading 
to additional homes, there will be several 
years of inflated activity expected to provide 
much needed housing. 

Housing Stock and Vacancy 
Rates

The 2016 Census indicates that 17 percent 
of new housing stock built since 2011 was 
recorded as vacant, which equates to almost 
one is six properties. The census recorded 
that 11.2 percent of all dwellings nationally 
were vacant. These homes are estimated 
to be vacant based on delivery of census 
forms and follow up home visits by Census 
staff to properties that failed to file forms.i 

Whilst these high vacancy levels are largely 
assumed to stem from temporarily vacant 
properties where occupants are travelling, 
or dwellings used as holiday homes or 
potentially AirBnb stays -- there remains 
uncertainty as to whether significant 
numbers of foreign investors are leaving 
homes vacant. Such information around 
housing stock and vacancy rates require 
better understanding to optimise dwelling 
usage to meet high demand.  

Affordability 2017-18 – Commencement 
and completion activity is expected to 
decline as finance and building approvals 
for new dwellings dissipate. This will start to 
reverse some of the affordability gains

that may have been achieved, unless 
elevated building activity at the 
180,000-completion mark is sustained and 
incentivised into the 2020–2025 period.

Chart 13: 20 Year Building Activity
ABS 8752 Dec 2016 (Apr 2017)
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Foreign Investment Levels

Foreign investment approvals in residential 
real estate rose in the 2015-16 year by 16 per 
cent or $11.6 billion which represents $72.4 
billion in potential sales to foreign persons. 
It is to be noted that not all investment 
approvals translate into actual purchases 
of dwellings and so this number is higher 
than real purchases. However, these figures 
do imply significant purchasing capacity 
by foreign persons within the residential 
housing market, including those purchasing 
off-the-plan dwellings across the country. 
Most of these approvals were in New South 
Wales and Victoria where demand for 

housing in Sydney and Melbourne continues 
to grow.

Affordability 2017-18 –  Australia’s record 
number of new homes under construction 
are supported by foreign investment. 
Foreign investment into Australian 
residential real estate is expected to 
continue to support new housing delivery 
throughout 2017–18, aiding record supply. 
With additional taxes to be placed on vacant 
dwellings, it is expected that new housing 
stock will be provided for occupation (rather 
than sit idle) to increase rentals, albeit at the 
middle-to-upper rental levels.

2012-13 2013-14 2014-15 2015-16

No. $b No. $b No. $b No. $b

Developed 5,101 6.4 7,920 7.5 9,347 11.5 5,877 7.3

For Development 6,567 10.8 15,134 27.2 27,594 49.2 34,264 65.2

11,668 17.2 23,054 34.7 36,941 60.7 40,149 72.5

State Percentage of approvals Number of approvals

Victoria 43.6 17,525

New South Wales 32.2 12,931

Queensland 16.8 6,728

Western Australia 4.1 1,646

South Australia 2.2 893

Australian Capital Territory 0.7 283

Tasmania 0.2 91

Northern Territory 0.1 24

TOTAL 100.0 40,149

Source: Foreign Investment Review Board Annual Report 2015-2016 (May 2017)
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3. National Affordability Measures
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Younger Generations 
Renting and Living at Home
According to the 2016 Census, younger 
Australians specifically those under 55 years 
of age, are renting at higher levels and 
owning homes at lower levels than ever 
before. This is particularly true for Millennials 
(born between 1982 and 2004) who are 
living at home with parents in greater 
numbers than previous generations, with 
the number of Millennials living at home 
rising 20 percent since the last census in 
2011.i  These trends may be indicative of 
younger generations having a harder time 
entering the property market than previous 
generations in part due to high dwelling 
costs and low wages growth.

Rental Affordability Index –  
Metropolitan centres and 
Rest of State Areas
As indicated by the Rental Affordability 
Indexxxii, Greater Sydney remains the 
least affordable rental city amongst all 
metropolitan areas. Like metropolitan 
Sydney, regional New South Wales remains 
the least affordable of the rest of state areas 
considered by the index. Greater Perth 
continues to see substantial improvements 
in rental affordability and the index has 
increased by 25 since the December quarter 
of 2014, to 140 in quarter four of 2016. 
Regional Western Australia continues to 
improve in affordability at a significant rate. 
It is the only metropolitan or rest-of-state 
area that is considered to have affordable 
rents. Victoria remains the only state to 
have a lower index in its rest-of-state area 
than in its greater metropolitan area. All 
other metropolitan areas studied have 
experienced a decline in rental affordability 
since the last Rental Affordability 
Indexrelease, though to varying degrees. 
Greater Hobart has seen the largest decline 
in affordability in the last quarter (March 
2017), falling from 114 to 108. As the index 
states, the situation remains dire for low-
income households in metropolitan areas 
across Australia.

Housing Stress
The 2016 Census shows the number of 
renters spending more than 30 percent 
of their income on rent has risen to 11.5 
percent (up from 10.4 percent). While at 
the same time, those paying more than 
30 percent of income on a mortgage has 
decreased to 7.2 percent (down from 9.9 
percent) and is reflective of lower interest 
rates. While interest rates remain low, 
housing stress levels amongst homeowners 
is expected to remain low. However, rental 
stress for those renting may continue to rise 
if rental rates continue to out-pace growth 
in wages.i

Median prices 
The median dwelling price across the 
country was recorded at $540,000 in May 
2017 with median house prices recorded 
at $560,000 and median unit prices at 
$493,000. Looking only at the capital cities, 
the median price is $630,000 with houses 
recorded at $670,000 and units at $550,000.

Median house prices across the capital cities 
are recorded at $1.02 million in Sydney, 
$745,000 in Melbourne, $525,000 in Brisbane, 
$460,000 in Adelaide, $500,000 in Perth, 
$381,600 in Hobart, $487,500 in Darwin and 
$690,000 in Canberra. Based on this data, 
houses in Sydney are substantially more 
expensive than in all other capital cities, 
while there is also a significant premium for 
Melbourne and Canberra houses compared 
to the other capital cities. Houses in Hobart 
remain much cheaper than those in any of 
the mainland capital cities.

Sydney has the highest median unit price of 
all capital cities at $742,900. In fact, it is higher 
than the median house price in all other 
capital cities except Melbourne. Median unit 
prices elsewhere are recorded at $525,000 in 
Melbourne, $390,000 in Brisbane, $365,000 
in Adelaide, $405,000 in Perth, $311,500 in 
Hobart, $420,000 in Darwin and $426,000 in 
Canberra. Sydney and Melbourne experience 
sizeable premiums relative to the other 
capital cities, whereas units are much more 
affordable in Hobart.
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Median dwelling price

National median

Capital city median

Canberra

Darwin

Hobart

Perth

Adelaide

Brisbane

Melbourne

Sydney

$540,000

$630,000

$600,000

$460,000

$481,500

$432,000

$490,000

$665,000

$872,300

$350,000

$560,000

$670,000

$690,000

$487,500

$500,000

$460,000

$525,000

$745,000

$1,020,000

$381,600

Median house price

National median

Capital city median

Canberra

Darwin

Hobart

Perth

Adelaide

Brisbane

Melbourne

Sydney

Median unit price

National median

Capital city median

Canberra

Darwin

Hobart

Perth

Adelaide

Brisbane

Melbourne

Sydney

$493,000

$550,000

$426,000

$420,000

$405,000

$365,000

$390,000

$525,000

$742.900

$311,500

Source: CoreLogic, June 2017
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20 year dwelling house and unit snapshot 1997-2017

Sydney 
Dwellings

Melbourne 
Dwellings

Brisbane 
Dwellings

Adelaide 
Dwellings

Perth 
Dwellings

Hobart 
Dwellings

Darwin 
Dwellings

Canberra 
Dwellings

Capital city 
Dwellings

National 
Dwellings

May 97 $200,000 $134,200 $138,600 $108,000 $121,000 $98,800 N/A $136,500 $150,000 $135,000

May 02 $360,000 $259,500 $182,500 $157,000 $169,000 $117,500 $166,500 $232,500 $250,000 $210,000

5 yr change 80.0% 93.4% 31.7% 45.4% 39.7% 18.9% N/A 70.3% 66.7% 55.6%

May 07 $445,000 $350,000 $356,000 $287,000 $425,000 $275,000 $310,000 $395,000 $375,000 $348,000

5 yr change 23.6% 34.9% 95.1% 82.8% 151.5% 134.0% 86.2% 69.9% 50.0% 65.7%

May 12 $555,000 $467,500 $416,000 $365,000 $463,000 $336,500 $466,000 $470,000 $470,000 $420,000

5 yr change 24.7% 33.6% 16.9% 27.2% 8.9% 22.4% 50.3% 19.0% 25.3% 20.7%

May 17 $872,300 $665,000 $490,000 $432,000 $481,500 $350,000 $460,000 $600,000 $630,000 $540,000

5 yr change 57.2% 42.2% 17.8% 18.4% 4.0% 4.0% -1.3% 27.7% 34.0% 28.6

Sydney 
Houses

Melbourne 
Houses

Brisbane 
Houses

Adelaide 
Houses

Perth 
Houses

Hobart 
Houses

Darwin 
Houses

Canberra 
Houses

Capital city 
Houses

National 
Houses

May 97 $200,000 $139,000 $137,000 $111,500 $125,000 $103,500 N/A $140,000 $148,000 $132,000

May 02 $381,500 $255,000 $184,000 $167,000 $170,000 $125,000 $185,000 $255,000 $245,000 $201,000

5 yr change 90.8% 83.5% 34.3% 49.8% 36.0% 20.8% N/A 82.1% 65.5% 52.3%

May 07 $502,000 $365,000 $370,000 $302,800 $439,000 $290,000 $350,000 $442,000 $395,000 $355,000

5 yr change 31.6% 43.1% 101.1% 81.3% 158.2% 132.0% 89.2% 73.3% 61.2% 76.6%

May 12 $620,000 $489,000 $439,000 $380,000 $475,000 $355,000 $510,000 $525,000 $485,000 $420,000

5 yr change 23.5% 34.0% 18.6% 25.5% 8.2% 22.4% 45.7% 18.8% 22.8% 18.3%

May 17 $1,020,000 $745,000 $525,000 $460,000 $500,000 $381,600 $487,500 $690,000 $670,000 $560,000

5 yr change 64.5% 52.4% 19.6% 21.1% 5.3% 7.5% -4.4% 31.4% 38.1% 33.3%

Sydney 
Units

Melbourne 
Units

Brisbane 
Units

Adelaide 
Units

Perth  
Units

Hobart 
Units

Darwin 
Units

Canberra 
Units

Capital city 
Units

National 
Units

May 97 $200,000 $121,000 $145,000 $95,000 $105,000 $84,000 N/A $127,000 $155,000 $147,500

May 02 $340,000 $265,000 $179,900 $126,000 $165,000 $93,800 $130,000 $195,000 $262,900 $230,000

5 yr change 70.0% 119.0% 24.1% 32.6% 57.1% 11.7 N/A 53.5% 69.6% 55.9%

May 07 $390,000 $330,000 $315,000 $241,000 $375,000 $240,000 $265,000 $345,000 $342,000 $327,500

5 yr change 14.7 % 24.5 % 75.1 % 91.3 % 127.3 % 155.9 % 103.8 % 76.9 % 30.1 % 42.4 %

May 12 $515,000 $440,000 $385,000 $317,500 $420,000 $285,000 $420,000 $420,000 $446,000 $415,000

5 yr change 32.1% 33.3% 22.2% 31.7% 12.0% 18.8% 58.5% 21.7% 30.4% 26.7%

May 17 $742,900 $525,000 $390,000 $365,000 $405,000 $311,500 $420,000 $426,000 $550,000 $493,000

5 yr change 44.3% 19.3% 1.3% 15.0% -3.6% 9.3% 0.0% 1.4% 23.3% 18.8%

Source: CoreLogic, June 2017
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Pricing differential between highest and lowest quartiles

Over the 12 months to February 2017, the 
25th percentile price of a house nationally 
was $355,000, while the 75th percentile 
price was $750,000. This represents a 
differential of 111 per cent between the 
more affordable quartile and the most 
expensive quartile. While this may seem 

like a significant difference, it is only slightly 
higher than the long-run average of 104 per 
cent. The differential has been increasing 
over recent months, which implies that the 
premium sector of the market has been 
outperforming the more affordable sector.

The 25th percentile unit price nationally 
was $332,000 over the year to February 
2017, compared to $665,000 for the 75th 
percentile price. This is a differential of 
100 per cent between the two, with the 
gap having widened a little recently, again 
indicating moderately stronger conditions 
in the premium unit market. Over the long-
term, the average differential has been 97 
prer cent, which is similar to the current 
gap. Shown in the following table, across 
the individual capital cities, the differential 
between the 25th and 75th percentile prices 

and their long-term averages were 128% 
(118%) in Sydney, 108% (88%) in Melbourne, 
76% (66%) in Brisbane, 78% (76%) in 
Adelaide, 75% (87%) in Perth, 80% (84%) in 
Hobart, 63% (61%) in Darwin and 54% (51%) 
in Canberra. The differentials and long-term 
averages for units were recorded at: 69% 
(75%) in Sydney, 77% (80%) in Melbourne, 
56% (65%) in Brisbane, 72% (81%) in 
Adelaide, 65% (87%) in Perth, 60% (64%) in 
Hobart, 54% (56%) in Darwin and 50% (44%) 
in Canberra.

Difference between 25th and 75th percentile prices, National
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Source: CoreLogic, June 2017
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Difference between 25th and 75th percentile prices, cities

City Housing type Percentile Differential

Sydney

Houses
25th $ 655,000

127.8%
75th $1,491,800 

Units
25th $540,000 

68.5%
75th $910,000

Melbourne

Houses
25th $ 465,000

107.5%
75th $965,000 

Units
25th $370,000 

77.2%
75th $655,800

Brisbane

Houses
25th $ 390,000

75.6%
75th $685,000 

Units
25th $330,000 

56.1%
75th $515,000

Adelaide

Houses
25th $ 335,000

77.6%
75th $595,000 

Units
25th $271,000 

71.6%
75th $465,000

Perth

Houses
25th $406,000

74.9%
75th $710,000 

Units
25th $330,000 

65.2%
75th $545,000

Hobart

Houses
25th $ 280,000

80.4%
75th $505,000 

Units
25th $225,000 

60.0%
75th $360,000

Darwin

Houses
25th $ 390,000

62.8%
75th $635,000 

Units
25th $340,000 

54.4%
75th $525,000

Canberra

Houses
25th $514,000

53.7%
75th $790,000 

Units
25th $360,000 

50.0%
75th $540,000

Source: CoreLogic, June 2017
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Difference between 25th and 75th percentile prices, cities

City Housing type Percentile Differential

Sydney

Houses
25th $ 655,000

127.8%
75th $1,491,800 

Units
25th $540,000 

68.5%
75th $910,000

Melbourne

Houses
25th $ 465,000

107.5%
75th $965,000 

Units
25th $370,000 

77.2%
75th $655,800

Brisbane

Houses
25th $ 390,000

75.6%
75th $685,000 

Units
25th $330,000 

56.1%
75th $515,000

Adelaide

Houses
25th $ 335,000

77.6%
75th $595,000 

Units
25th $271,000 

71.6%
75th $465,000

Perth

Houses
25th $406,000

74.9%
75th $710,000 

Units
25th $330,000 

65.2%
75th $545,000

Hobart

Houses
25th $ 280,000

80.4%
75th $505,000 

Units
25th $225,000 

60.0%
75th $360,000

Darwin

Houses
25th $ 390,000

62.8%
75th $635,000 

Units
25th $340,000 

54.4%
75th $525,000

Canberra

Houses
25th $514,000

53.7%
75th $790,000 

Units
25th $360,000 

50.0%
75th $540,000

Value changes

Capital city dwelling values have increased 
by 8.3 per cent over the 12 months to May 
2017, with house values increasing by 9 
per cent and unit values only rising by 3.4 
per cent. Capital city dwelling values had 
previously recorded declines between 
October 2010 and May 2012, and have 
now been increasing for five years. Over 
the longer term, the chart shows that 

values have—over the past 20 years—
typically increased much more regularly 
than they have fallen. Keep in mind that 
over this period there has not been a 
recession in Australia and this has also been 
accompanied by lower interest rates, more 
stringent inflation targeting by the Reserve 
Bank and ongoing financial deregulation.

Although the combined capital city figures 
point to sustained capital growth over the 
past five years, at an individual capital city 
level the trends are markedly different, 
with Sydney and Melbourne providing the 
majority of the recent growth. Over the past 
year, dwelling values across all capital cities 
except Perth and Darwin have increased. 
These increases are 11.1 per cent in Sydney, 
11.5 per cent  in Melbourne, 2.3 per cent in 
Brisbane, 2.9 per cent in Adelaide,  5.8 per 
cent in Hobart and 5.7 per cent in Canberra. 
Perth dwelling values decreased by 3.8 per 

cent and Darwin dwelling values decreased 
by 6.4 per cent.

Another emerging trend is the 
underperformance of unit value growth 
compared to houses. Perth, Darwin and 
Canberra are the only capital cities in which 
unit value growth has outpaced that of 
houses over the past twelve months. In 
Melbourne and Brisbane unit values have 
fallen over the past year, while house values 
have risen. In Adelaide and Hobart, unit 
values have increased at less than half the 
pace of house values, over the past year.

Chart 14: Annual change in combined capital city dwelling values
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Sales by price point

As values have increased over recent years, the supply of housing at lower price points has 
decreased substantially. The following table highlights the number of settled sales over the 
12 months to February 2017, where house and units sold for less than $400,000 across each 
capital city. The bracketed figure shows the proportion five years ago.

Sydney

> Houses – 3.5% (25.8%)

> Units – 8.4% (32.8%)

Melbourne

> Houses – 13.1% (30.2%)

> Units – 31.4% (38.3%)

Brisbane

> Houses – 26.7% (38.7%)

> Units – 47.2% (57.6%)

Adelaide 

> Houses - 40.5% (53.4%)

> Units - 61.8% (71.5%)

Perth

> Houses - 23.1% (33.2%)

> Units – 45.3% (47.9%)

Hobart 

> Houses – 55.5% (65.4%)

> Units – 81.3% (84.7%)

Darwin

> Houses – 25.9% (26.8%)

> Units – 39.9% (48.6%)

Canberra

> Houses – 4.8% (13.0%)

> Units – 38.3% (42.9%)

In Sydney, it is now almost 13 times more likely for a house to sell for more than $1 million, 
than it is to sell under $400,000. It is also 2.3 times more likely for a unit to sell for more than 
$1 million, than to sell for less than $400,000. For houses, there were more sales over the past 
year above $1 million than below $400,000 in Melbourne and Canberra. Sydney was the only 
city to have more units selling above $1 million than those below $400,000.

Source: CoreLogic, June 2017
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Interest to Income Ratio

The interest-to-income ratio for the 
December quarter 2016 rose to 10.1 per cent 
from 9.9 per cent in the September quarter. 
This is down from a high of 16.5 per cent 
in the June quarter 2008, and represents 
relative stability in the period from the 
September quarter 2013. This period of 
stability is a marked change from the early 

1990s and mid-2000s, and has seen the 
amount of household disposable income 
required to service payments lessenxxiii. 
Those looking to purchase a new home still 
face the prospect of low interest rates on a 
large loan, with a potential for interest rates 
to increase, which will impact this ratio.

Dwelling prices and rental rates relative to income

The dwelling price-to-income ratio has 
increased, rising to record levels with no 
indications of any likely drop in the coming 
year. Sydney and Melbourne have the 
highest servicing requirement for both 
mortgages and rental payments. Increased 
servicing requirements for those purchasing 
a dwelling is impacting other parts of the 
economy, which in turn is reducing the 
capacity of those working in other sectors to 
purchase housing.

Affordability 2017-18 – The relative stability 
in the interest payable to income ratio since 
2013 which represents the proportion of 
household gross disposable income that 
is required to meet interest payments is 
supportive of affordability. With interest 
rates having potentially finished their zero 
bound run the ratio is likely to increase 
if interest rates rise unless wages growth 
improvesxxiii.  

Home Ownership Levels 

The 2016 Census also shows the proportion 
of Australians who own their homes has 
decreased over the past five years. With 31 
percent of Australians owning their homes 
outright (down from 32.1 percent), 34.5 
percent of Australians paying a mortgage on 
their home (down from 34.9 percent), and 

almost 31 percent of Australians renting (up 
from 29.6 percent). While these shifts do not 
represent sweeping changes from the 2011 
Census, they represent an overall trend that 
presents a starkly different housing picture 
to the one captured 20 years ago.i  

Chart 15: 5232.0 - Australian National Accounts: Finance and Wealth
ABS Dec 2016 (March 2017)
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Capital City Affordability Ratios
CoreLogic, ANU March 2017 (June 2017)

Mar 17 Dwelling price to 
income ratio

% of gross 
household 

income required 
to service an 80% 

LVR mortgage

% of gross 
household 

income required 
to pay rent

Greater Sydney 8.4 45.00% 28.20%

Greater Melbourne 7.3 39.40% 25.90%

Greater Brisbane 5.9 31.80% 26.00%

Greater Adelaide 6.4 34.50% 26.70%

Greater Perth 6 32.00% 22.80%

Greater Hobart 5.8 31.10% 29.00%

Greater Darwin 4.4 23.70% 21.80%

Australian Capital Territory 5.4 29.20% 22.90%

Rest of NSW 6.7 36.10% 30.00%

Rest of VIC 5.6 30.10% 26.70%

Rest of QLD 7.1 38.00% 30.60%

Rest of SA 5 26.80% 25.00%

Rest of WA 5.5 29.30% 27.60%

Rest of TAS 5.1 27.30% 27.60%

Rest of NT 5.1 27.20% 29.10%
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Capital City Affordability Ratios
CoreLogic, ANU March 2017 (June 2017)

Mar 17 Dwelling price to 
income ratio

% of gross 
household 

income required 
to service an 80% 

LVR mortgage

% of gross 
household 

income required 
to pay rent

Greater Sydney 8.4 45.00% 28.20%

Greater Melbourne 7.3 39.40% 25.90%

Greater Brisbane 5.9 31.80% 26.00%

Greater Adelaide 6.4 34.50% 26.70%

Greater Perth 6 32.00% 22.80%

Greater Hobart 5.8 31.10% 29.00%

Greater Darwin 4.4 23.70% 21.80%

Australian Capital Territory 5.4 29.20% 22.90%

Rest of NSW 6.7 36.10% 30.00%

Rest of VIC 5.6 30.10% 26.70%

Rest of QLD 7.1 38.00% 30.60%

Rest of SA 5 26.80% 25.00%

Rest of WA 5.5 29.30% 27.60%

Rest of TAS 5.1 27.30% 27.60%

Rest of NT 5.1 27.20% 29.10%

4. Innovations in Affordable Housing
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New concepts in affordable and livable housing in 2017-18

With affordability now a problem looking 
for solutions, there are a range of options 
that are coming into play to reduce the cost 
of housing. Rent to buy, shared equity and 
fragmented financing are just some of the 
options being considered.

Modular housing continues to hold 
promise to reduce construction costs; 
however, the number of homes built using 
these techniques is not expected to have 
increased above moderate forecasts made 
in 2013 by the Centre for International 
Economics (CIE) for the Construction and 
Property Services Industry Skills Council. At 
that time CIE estimated that “the demand for 
offsite manufacturing of houses is believed 
to be less than 5 per cent of the total new 
housing market”.xxiv

Whilst the problem persists, there are many 
smart minds considering options such as 
‘naked’ homes, which are an experimental 
housing project that offers a radical solution 
to London’s housing affordability crisis 
that could be introduced in Australia. As 
developed by not-for-profit company Naked 
House, the homes are built without interior 
fittings on land leased from the council, 
in order to drive down costs. The new 
model provides sparsely appointed homes 
available to moderate-income buyers by 
delivering the minimalist new-builds at up 
to 40 per cent lower than market prices, 
when constructed as a trial in London in 
2018.

Although ‘tiny homes’ are not being built at 
volume, there is a movement to have 20–
30sqm homes made available for the market 

and also particularly for social housing 
needs. This is in stark contrast to Australian 
houses that are some of the largest in 
the world, with an average of 243 square 
metres, according to the Australian Bureau 
of Statistics and CommSec. Conversions of 
shipping containers can provide short-to-
medium housing options. As a cheap option, 
a tiny home can cost as low as $15,000 to 
$75,000 to build, with options for going ‘off 
the grid’. The flexibility of planning systems 
to approve this type of dwellings is not quite 
there at the moment.

Livable housing concepts are also growing 
with LHA design principles now well 
ingrained into the offer of architects and 
builder designers that provide homes 
designed for cradle-to-grave living 
within the one accessible house. Scale 
developer Grocon has built the Gold Coast 
Commonwealth Games ‘Parkland Village’ 
to these principles. This is a development 
that will house thousands of athletes 
during the games and then thousands of  
mixed-income families thereafter. All 1170 
apartments have been designed to the Gold 
Standard, and all 82 townhouses to the 
Silver Standard.

State and Federal governments are 
mandating or incentivising affordable 
housing through access to land or providing 
reduced costs for developments, with 
affordable housing through improved 
planning arrangements.

Impact investing into affordable housing 
projects that generate a measurable social 
impact is gaining momentum.
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Affordable Housing Conclusions

For average-to-low-income Australians, the 
current housing landscape is challenging 
for both renters and those looking to enter 
the housing market. While there have been 
improvements in some areas of housing 
affordability as of late, average-to-low-
income individuals will have difficulty 
finding properties to rent or purchase 
that will not put them into financial stress, 
especially in capital cities like Sydney and 
Melbourne. Over the past 20 years, average 
dwelling prices have increased by 420 
per cent in capital cities, with places like 
Sydney having periods where detached 
houses have almost doubled in price over 
five years—with median-priced detached 
dwellings in Sydney now selling for over $1 
million. With wages growth being sluggish 
and likely to remain flat in the coming 
year—and the current record level dwelling 
price-to-income ratios for both rental and 
mortgage payments predicted to continue 
rising—housing affordability will likely not 
improve over the next year, and may in fact 
become more compounded. It is a moment 
of great opportunity for both Federal and 
state governments to help ensure people of 
all ages  and household makeup have access 
to affordable housing that meets their needs 
now and in the future.

Indicators of affordability in Australia and 
as reflected in the 2016 Census, which are 
considered throughout this report, show 
that there is an increasing gap between 
average incomes—particularly those in the 
lowest two quintiles—and the price of an 
average house.

The national new housing supply pipeline 
remains strong. This will provide downward 
pressure on prices.

As values have increased over recent years, 
the supply of housing at lower price points 
has decreased substantially. The numbers of 

dwellings constructed at the lowest end of 
the pricing bracket may not be constructed, 
whilst average prices at sales sit between the 
$600,000 to $1 million range. 

Rental rates have slowed and the growth 
in investment properties has seen average 
rents charged slow up to aid affordability. In 
Western Australia rental prices have come 
back so far that social housing tenants are 
re-entering the private rental market.

Whilst dwelling and house price growth has 
increased in the order of 40-60 per cent over 
a 5 year period in Melbourne and Sydney, 
this is not the case for the rest of the country 
where change over this period is below 28 
per cent and in cases negative.

In relation to unit prices, growth over 
this period is sitting much lower, which is 
indicative of increased multi-residential 
supply, taking the heat out of prices to aid 
affordability. 

Irrespective affordable rentals for low 
income earners is still a challenge, 
particularly in Sydney and Melbourne. 
Provision of housing for purchase under 
$400K in Sydney has plummeted to less than 
4 per cent of sales which also provides bleak 
prospects for affordability.

Innovative arrangements to bring the 
cost down for homes are coming into 
play and there is interest from all levels 
of Government to give dispensation and 
incentivisation for affordable innovative 
housing delivery.

The arrival in May of Federal Budget 
measures for housing promise to provide 
some respite for those in rental stress or 
struggling at the higher percentage end of 
the mortgage to income ratio scale. These 
measures are welcome but will take time 
and multi-lateral cooperation.
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comprehensive property databases, the 
company’s combined data offering is derived 
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as tenancy, location, hazard risk and related 
performance information. With over 11,000 
customers and 120,000 end users, CoreLogic is 
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estate, mortgage, finance,

banking, insurance, developers, wealth 
management and government. CoreLogic 
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