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National dwelling values hold steady in November with Sydney
trending lower while Perth bottoms out

National dwelling values held steady in November, with a 0.1% fall in capital city dwelling values offsetting a 0.2% rise
in values across the combined regional markets of Australia, according to CoreLogic’s November Hedonic Home

Value Index results.

According to CoreLogic head of research Tim Lawless, a
significant contributor to the downwards movement over the
month came from the Sydney housing market, which recorded
a 0.7% fall in dwelling values, while a fall in values was also
recorded across Darwin and regional Northern Territory which
were both down 0.4% over the month. For the remaining
broad regions of Australia, dwelling values were relatively
steady, or experienced a subtle rise, over the month.

National dwelling values tracked 0.2% higher over the past
three months and have increased 5.2% over the twelve
months ending November. The national annual growth rate
has now halved since reaching a recent peak in May 2017,
when dwelling values rose 10.4%.

Conditions remain diverse across the regions

Mr Lawless said, “The diversity in capital city housing market
conditions is highlighted by the rolling quarterly change in
dwelling values, which range from a 3.3% rise in Hobart, to a
2.7% decline in Darwin. However, considering that together
these two cities account for less than 1.5% of total housing
stock in Australia, they have had little effect on the overall
headline figures.”

He said, “On the other hand, softer housing market conditions
across Sydney, which comprises roughly one fifth of national
dwelling stock (and approximately one third by value), has a
material influence over the headline growth trends.”

The Sydney housing market moved through a recent peak
in July 2017 and dwelling values have been trending lower
each month since that time. Dwelling values were down
0.7% in November to be 1.3% lower relative to the market
peak. Sydney’s 1.3% fall over the past three months is the
greatest decline over a three month period since March 2016.
While the rate of value decline in Sydney has gathered some
momentum, it remains extremely modest.

Mr Lawless believes there is mounting evidence that the
Perth housing market may finally have bottomed out.
Dwelling values across Perth have edged higher over each of
the past three months to record the first rolling quarterly capital
gain since late 2014. The three months to November saw
Perth dwelling values rise by 0.3%. In addition to values
moving off their low base, settled sales are rising (+3.8% year
on year), homes are selling faster (59 days compared with 68
days a year ago) and advertised stock levels have reduced
substantially (-12.7% compared with last year). He said, “If
this is indeed the start of a recovery phase in the Perth
housing market, it comes after dwelling values have fallen
10.8% since peaking in mid-2014.”
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Index results as at November 30, 2017

Sydney
Melbourne
Brisbane
Adelaide
Perth
Hobart
Darwin
Canberra

Combined capitals
Combined regional
National

Change in dwelling values
Month

-0.7%
0.5%
0.1%
0.0%
0.2%
0.6%
-0.4%
0.9%

-0.1%
0.2%
0.0%

Median
value
$904,041
$718,325
$490,915
$432,126
$463,026
$398,093
$432,774
$588,788

Total
return
8.3%
13.3%
6.7%
7.8%
1.3%
17.1%
-0.2%
10.6%

Annual
5.0%
10.1%
2.4%
3.4%
-2.6%
11.5%
-5.5%
5.8%

Quarter
-1.3%
1.9%
0.6%
0.1%
0.3%
3.3%
-2.7%
1.3%

5.5%
4.2%
5.2%

9.1%
9.8%
9.2%

$655,132
$354,105
$546,694

0.2%
0.4%
0.2%

Highlights over the three months to November 2017

Best performing capital city: Hobart +3.3%
Weakest performing capital city: Darwin -2.7%

Highest rental yield: Darwin 5.8%
Lowest rental yields: Melbourne 2.9%
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In Melbourne the rate of value growth has slowed. However
unlike Sydney, dwelling values continued to trend higher, albeit
at a slower pace than a year ago. Melbourne dwelling values
recorded relatively steady growth over the past few months
with values increasing by 1.9% over the past three months. On
an annual basis the rate of value growth has slowed to 10.1%,
from a recent peak of 13.1% in July of this year.

Mr Lawless said, “The stronger performance for Melbourne
relative to Sydney can be attributed to a number of factors
including a healthier level of housing affordability, a lower
concentration of investment activity over recent years and
higher rates of net migration.

For Brisbane and Adelaide it’s a continuation of slow and
steady growth. Brisbane dwelling values were up 0.1% over
the month and Adelaide dwelling values were unchanged.
Over the past three months, Brisbane dwelling values have
increased by 0.6% while Adelaide values are just 0.1% higher.
Over the last 12 months, Brisbane values are 2.4% higher and
in Adelaide they are 3.4% higher.

Hobart’s housing market has been the strongest performer
over the past year, with values increasing by 11.5%. Over the
past three months values have increased by 3.3% however,
over the month, the 0.6% increase was much more moderate.
Low inventory levels against a backdrop of rising demand are a
key driver of the Hobart market, with advertised stock levels
36.3% lower than a year ago.

Darwin continued to see dwelling values fall over the month
(-0.4%), quarter (-2.7%) and year (-5.5%). Since values
peaked all the way back in May 2014, they have fallen by
20.8% and to-date there is no sign of those falls levelling.

In Canberra, capital gains continued with values rising by
0.9% over the month, 1.3% over the past three months and by
5.8% over the past year.

House values are generally showing a stronger
performance compared with the unit sector. Sydney and
Perth were the only two capital cities where the annual change
for unit values was greater than the annual change for houses.

Gross rental yields, dwellings

Although the level of new unit approvals has eased over recent
months, pending unit supply remains historically high, as do the
number of units under construction nationally. For Sydney’s
apartment market, the biggest differential is that with
affordability now stretched, units have become the preferred
purchase option for price-sensitive buyers. In Perth, the high
density dwelling sector is far less mature compared with the
East Coast capitals. Perth housing supply has been more
focused across the low density sector rather than high rise
units.

Mr Lawless said, “Overall, lower growth relative to houses
across the unit sector reflects a general preference for lower
density housing, particularly from owner occupiers, as well as
the fact that demand for new units is now being impacted by
tighter credit conditions for investors and high supply levels for
new high-rise unit construction over recent years.”

Rental rates across the nation increased by 0.1% in
November 2017 to be 0.3% higher over the past three months
and 2.8% higher over the past year. Sending a signal that
gross yields have bottomed out, the rate of rental growth has
been slightly stronger than the rate of dwelling value growth
over the past quarter. On an annual basis however, rental
growth remains much slower than value growth. As a result of
the recent stronger growth in rental rates, gross rental yields
have steadied after trending lower over recent years. Despite
the subtle rise, gross rental yields nationally remain at low
levels, recorded at 3.46% for houses and 4.09% for units.

Gross rental yields have drifted to new record lows in
Melbourne and Canberra but have started to lift in Sydney.
Across each capital city except for Darwin, gross rental yields
now sit at a lower level than they were 12 months ago. Gross
rental yields have recently been at historic lows in Sydney,
however, the recent rental growth, accompanied by value falls,
has resulted in a marginal lift in yields. Rental yields have
continued to ease in both Melbourne and Canberra, sitting at
record lows of 2.88% and 4.39% respectively. In the remaining
capital cities, each city except for Adelaide and Darwin has
seen yields continue to fall over recent months.

Gross rental yields
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Regional markets

Looking at the markets outside of the capital cities,
regional areas of New South Wales continue to see the
strongest growth. Value changes in the broad regional
New South Wales market outperformed those in Sydney.
The best performing SA4 region outside of a capital city
over the past year has been Newcastle and Lake
Macquarie, directly north of Sydney, where values have
increased by 13.0% over the past year.

The Southern Highlands and Shoalhaven region to the
south-west of Sydney has been the second strongest
performing regional market (12.4%) while Geelong to the
south-west of Melbourne has seen the third highest rate of
growth over the year across regional Australia at 11.1%.

In the remaining states; Sunshine Coast has seen the
strongest growth in regional Queensland (5.7%), while
South East South Australia was the only regional market
of the state to record a value increase, up 1.1%. Values
have fallen across the year in regional Western Australia
with Bunbury recording the most moderate fall (-0.1%). In
Tasmania, Launceston and North East values have risen
by 7.3% over the past year.

Looking forward

Following several months of softer results, Mr Lawless said it is
now fairly clear that the housing market has peaked. Sydney,
which accounts for around a third of the value of housing
nationally, is driving the slowdown, however, growth has also
moderated in most other capital cities.

He said, “A housing market in a ‘cooling off phase is not
unexpected considering the tighter credit conditions,
heightened regulatory environment , affordability constraints
and subdued consumer confidence.”

“The downturn in dwelling values is tracing along a similar
trajectory which followed the previous major macroprudential
policies announcement in December 2014. However this time,
it's unlikely there will be a lifeline thrown to the housing market
via cuts to the cash rate. In fact the cash rate yield curve
currently indicates that the financial markets expect interest
rates to remain on hold until after April 2019.”

“With housing values falling, the key focus for Australia’s
largest asset class, valued at $7.4 trillion, is whether we will
see an erosion of consumer confidence, which may have a flow
on effect for other sectors of the economy.”
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Top ten regional markets (SA4 regions) for capital
gain, 12 months to November 2017

Newcastle and Lake Macquarie, NSW
Southern Highlands and Shoalhaven, NSW
Geelong, Vic

Coffs Harbour - Grafton, NSW

Capital Region, NSW

Ilawarra, NSW

Richmond - Tweed, NSW

Hunter Valley exc Newcastle, NSW

Launceston and North East, Tas

South East, Tas

Most other capital cities have also seen value growth slow
recently, albeit values are still generally increasing. With
household and housing debt at historic high levels, the concern
will be what impact falling asset values could have on other
segments of the economy. During periods of value falls in
2008, 2010-12 and 2015-16 there were sharp increases in the
ratio of household debt to asset values. This was because
dwelling values fell without a matching fall in debt.

Despite these factors, Mr Lawless anticipates that value growth
will continue to slow and although there will be some falls, they
are likely to be moderate, particularly given the 48% increase
we have experienced in capital city values since early 2012.

He said, “This will likely occur because of rapidly growing
populations and a stronger labour market against an already
declining pipeline of new housing supply that will sustain some
levels of demand.”

Although housing market conditions may track positively across
some of the smaller capital city and regional housing markets,
the heavy weighting of both dwelling stock and the value of
dwelling stock in Sydney and Melbourne is likely to keep the
headline rates of capital gain low to negative as these two
cities move through their down phase.
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CorelLogic Home Value Index tables

Capitals Aggregate indices
Combined  Combined
Sydney Melbourne  Brisbane Adelaide Perth Hobart Darwin Canberra capitals regional National
Month -0.7% 0.5% 0.1% 0.0% 0.2% 0.6% -0.4% 0.9% -0.1% 0.2% 0.0%
& Quarter -1.3% 1.9% 0.6% 0.1% 0.3% 3.3% -2.7% 1.3% 0.2% 0.4% 0.2%
.E YTD 4.1% 9.1% 2.3% 2.7% -2.2% 10.6% -5.6% 4.7% 4.8% 3.6% 4.5%
% Annual 5.0% 10.1% 2.4% 3.4% -2.6% 11.5% -5.5% 5.8% 5.5% 4.2% 5.2%
; Total return 8.3% 13.3% 6.7% 7.8% 1.3% 17.1% -0.2% 10.6% 9.1% 9.8% 9.2%
[a] Yield 3.1% 2.9% 4.3% 4.2% 3.9% 5.0% 5.8% 4.4% 3.3% 4.9% 3.6%
Median value $904,041 $718,325 $490,915 $432,126 $463,026 $398,093 $432,774 $588,788 $655,132 $354,105 $546,694
Month -1.1% 0.4% 0.3% 0.1% 0.3% 0.7% -0.1% 1.2% -0.2% 0.2% -0.1%
17, Quarter -2.1% 1.8% 0.6% 0.0% 0.1% 3.7% -4.0% 1.9% -0.1% 0.3% 0.0%
8 YTD 3.2% 9.5% 3.0% 3.0% -2.5% 11.3% -4.9% 5.4% 4.6% 3.5% 4.3%
3 Annual 4.4% 10.6% 3.2% 3.7% -3.0% 12.0% -3.7% 6.8% 5.4% 4.2% 5.1%
:O: Total return 7.4% 13.5% 7.4% 8.0% 0.9% 17.6% 1.6% 11.3% 8.8% 9.7% 9.0%
Yield 2.9% 2.6% 4.1% 4.1% 3.8% 5.0% 5.7% 4.1% 3.1% 4.9% 3.5%
Median value  $1,068,077  $832,448 $529,633 $457,965 $485,155 $418,945 $471,687 $667,430 $692,340 $358,563 $559,149
Month 0.2% 0.8% -0.6% -0.4% 0.0% 0.2% -0.9% -0.3% 0.3% 0.4% 0.3%
Quarter 0.4% 2.4% 0.2% 0.4% 1.3% 1.5% -0.2% -0.3% 1.0% 0.7% 1.0%
ﬂ YTD 6.1% 7.9% -0.9% 0.7% -0.8% 7.6% -7.2% 2.4% 5.4% 4.1% 5.2%
'E Annual 6.5% 8.7% -1.2% 0.9% -1.1% 8.8% -8.8% 2.9% 5.7% 4.4% 5.6%
) Total return 10.4% 12.9% 3.9% 5.9% 3.0% 14.5% -3.5% 8.4% 10.0% 9.9% 10.0%
Yield 3.6% 3.9% 5.2% 5.0% 4.3% 5.0% 5.9% 5.3% 3.9% 5.1% 4.1%
Median value $781,528 $572,728 $385,238 $329,882 $406,470 $329,021 $365,083 $431,354 $580,418 $338,115 $516,216

this data with recent sales advice from real estate industry
professionals, listings information and attribute data
collected from a variety of sources.

Methodology: The CoreLogic Hedonic Home Value Index
is calculated using a hedonic regression methodology that
addresses the issue of compositional bias associated with
median price and other measures. In simple terms, the
index is calculated using recent sales data combined with
information about the attributes of individual properties such
as the number of bedrooms and bathrooms, land area and
geographical context of the dwelling. By separating each

Recent upgrade to the CoreLogic Hedonic Home Value
Index — September 2017

As a result of the continued expansion of CorelLogic data
assets, changing market dynamics and the availability of

property into its various formational and locational attributes,
observed sales values for each property can be
distinguished between those attributed to the property’s
attributes and those resulting from changes in the
underlying residential property market. Additionally, by
understanding the value associated with each attribute of a
given property, this methodology can be used to estimate
the value of dwellings with known characteristics for which
there is no recent sales price by observing the
characteristics and sales prices of other dwellings which
have recently transacted. It then follows that changes in the
market value of the entire residential property stock can be
accurately  tracked  through time. The detailed
methodological information can be found at:

https://www.corelogic.com.au/research/rp-data-corelogic-
home-value-index-methodology/

CorelLogic is able to produce a consistently accurate and
robust Hedonic Index due to its extensive property related
database, which includes transaction data for every home
sale within every state and territory. CoreLogic augments
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enhanced infrastructure, CorelLogic has undertaken an
extensive exercise to overhaul its Hedonic Home Value
Index. This change introduces numerous improvements to
the methodology and its implementation to ensure it aligns
with leading global best practice as endorsed by the
International Monetary Fund and Bank for International
Settlements. The full details of changes can be found at
https://www.corelogic.com.au/research/rp-data-corelogic-
home-value-index-methodology/. This change is part of
Corelogic’s continued to endeavour to expand its data
assets and identify opportunities to optimise its analytics in
order to provide the market the most timely and accurate
read on property market conditions. The changes are
applied across the history of the series, providing a
consistent methodology from the commencement through to
the most recent values.

* The median value is the middle estimated value of all
residential properties derived through the hedonic
regression methodology that underlies the CorelLogic
Hedonic Home Value Index.
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