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Dwelling Prices
Second Pause Gives Second Wind to Prices

e Dwelling prices rose 0.8% in August, an acceleration on July’s 0.7% gain. Since bottoming out in
February, national dwelling prices are up 4.9%. While the recovery is being led by capital cities
(+6.0%), it has now become broad based with price gains recorded in the regions (+1.6%).

e New listings have increased by an uncharacteristically large 12.9% over the past two months.
However, this increase in supply has been absorbed by the market (absorption of new listings
remains above 100%). The cash rate remaining on hold for the second consecutive month no
doubt played a role, giving potential buyers the confidence that rates are at or close to the peak.

e The imbalance in the housing market has largely underpinned the turnaround in prices. The key
question going forward is whether this imbalance will continue or whether supply will increase
sufficiently to outstrip demand. In short, we expect this imbalance to improve but remain in
place. This will support dwelling prices and reduce the risk of a “double dip downturn.”

e On the supply side, pressure on rental yields coupled with stretched affordability particularly as
fixed rate mortgages roll over onto higher variable rates, is likely to lead to a further pickup in
new listings. Given the strength in the labour market we expect this pick up to be orderly.

e On the demand side, with the cash rate at or close to the peak, nominal income levels picking
up, reports of intergenerational wealth transfers allowing younger Australians to get into the
market and ongoing strong population growth, we except demand to largely absorb supply, but
it could get bumpy month to month the longer rates remain restrictive.

« Given these supply and demand dynamics, we see a scenario where dwelling price gains
moderate overtime but continue nonetheless, even if the Reserve Bank is on an extended pause
—in other words, the boost from the pause is likely to be short lived.

Hedonic Home Value Index New Listings Absorption Rate (%)
250 - index - 280 160 - 3 month moving average (Sales/new lisitngs) . 150
= 8-major Capital Cities
— Sydney
Melbourne 140 1 140
Brisbane
200 ¢ Adelaide 1200 120 120
100 100
150 + 4 150
30 30
60 . . . . , , 60
100 | . . . . 100 10 12 14 16 18 0 2 24

15 1w 19 21 23

Source: Corelogic

Source: Corelogic



Data Snapshot — Friday, 1 September 2023

Contact Listing

Chief Economist

Besa Deda
dedab@bankofmelbourne.com.au
+61 404 844 817

Senior Economist

Pat Bustamante
pat.bustamante@bankofmelbourne.com.au
+61 468 571 786

Senior Economist

Jarek Kowcza
jarek.kowcza@bankofmelbourne.com.au
+61 481476 436

Economist

Jameson Coombs
jameson.coombs@bankofmelbourne.com.au
+61 401 102 789

The Detail

The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information
may not comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular
investment objectives or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or
investment advice or recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or
services. No decision should be made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank
of Melbourne has a contract to supply Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed
terms of supply apply. Bank of Melbourne does not represent or guarantee that the Information is accurate or free from errors or omissions
and Bank of Melbourne disclaims any duty of care in relation to the Information and liability for any reliance on investment decisions made
using the Information. The Information is subject to change. Terms, conditions and any fees apply to Bank of Melbourne products and details
are available. Bank of Melbourne or its officers, agents or employees (including persons involved in preparation of the Information) may have
financial interests in the markets discussed in the Information. Bank of Melbourne owns copyright in the information unless otherwise
indicated. The Information should not be reproduced, distributed, linked or transmitted without the written consent of Bank of Melbourne.

Any unauthorised use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457
141 AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified.



