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Where 1s the market
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What 1s going to drive
house price growth in
20257

Where 1s the growth
most likely to
outperform?



2025 MARKET UPDATE

EXECUTIVE SUMMARY

Executive
summary

Australia’s housing market has undergone a dramatic
transformation, driven by record-breaking migration and
historically low interest rates.

With the nation already facing a 200,000-home shortfall,
housing supply is unable to accelerate due to a severe
undersupply of workers, significantly reduced productivity,
industry insolvencies, and rising material costs.

Intensifying competition from record government
infrastructure investment is further straining labour and
materials, making it even harder for the residential sector
to respond.

As a result, we believe that systemic supply shortages will
continue to place upward pressure on both house prices and
rents, shaping the next phase of Australia’s housing boom.

Within this next phase of the cycle we anticipate that
regional markets will outperform capital cities, driven by
the demand for affordable property. The forecast record
levels of Australians opting for ‘rent-vesting’ — investing in
regional properties while renting in cities — is expected to
further accelerate this growth.
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Where 1s the
market currently
positioned?
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MIGRATION NET OVERSEAS MIGRATION | PRE & POST-COVID
A level of migration & population o
o 165.5

ogrowth has occurred that 1s
difficult to comprehend.
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Comparing for the same length of time pre & post COVID reveals
tha’t Net OVGI’SG&S Mlg ratiOﬂ pOSt_COVID ha'S beeDI PRE-COVID POST-COVID TOTAL INCREASE % INCREASE
« 197% higher per quarter than the long-term average. TOTAL NOM S S S o2%
* 92% higher per quarter than the 10 quarters preceding COVID. TOTAL POP GROWTH 830,400 1,294,900 464,500 56%
This resulted in the Australian population increasing by 1,294,900
. . PRE-COVID IS CONSIDERED SEP-17 QTR — DEC-19 QTR AND POST-COVID IS MAR-22 QTR — JUN-24 QTR.

post-COVID, a 56% increase on the same period pre-COVID. SOURCE: ABS
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HOUSING SUPPLY Adding 1 million+ to the population combined with
. . a historically low-rate environment and government
This record pOpU.l&thIl 124 rowth has demand-focussed incentives, created a surge in housing
. demand that has resulted in a current shortfall of
driven an extreme undersupply of 200 000+ hormes

residential housing.

ACCUMULATED SHORTFALL OF HOUSING IN AUSTRALIA AUSTRALIA HOUSING SUPPLY VS DEFICIT
ASSUMES FULLY BALANCED MARKET IN JUNE 2019

SOURCE: AMP VIA MACROBUSINESS SOURCE: ABS VIA TARRIC BOOKER @AVIDCOMMENTATOR



2025 MARKET UPDATE

WHERE IS THE MARKET CURRENTLY POSITIONED?

HOUSE AND RENTAL PRICES

This has created an atfordability crisis,
driving significant growth in house
prices and weekly asking rents.
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RENTAL MARKET RESIDENTIAL VACANCY RATES - DEC ‘24 VS. JAN ‘25

After a brief rebound in 2024, rental
market availability i1s once again
showing signs of sharp decline.

2.5%
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1.5% 1.4%
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0.5%

0.0%

¢ . . SYDNEY MELBOURNE BRISBANE AUSTRALIA
The sharp decrease in rental vacancies strongly

indicates Australia’s rental market crisis is not over and
has potentially deteriorated at the start of 2025. Is this a
one-off abnormality? Unfortunately, I don’t think it is, as
our records of February listings to date are lower than
what was recorded in January.”

B DEC-24 JAN-25

LOUIS CHRISTOPHER, MANAGING DIRECTOR
SQM RESEARCH SOURCE: SQM
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WHERE IS THE MARKET CURRENTLY POSITIONED?

HOUSEHOLD FINANCES

Mortgage arrears are low and in-line with
long term averages — indicating the continued
financial strength of Australian households.

FINANCIAL STRESS INDICATORS

ARREARS BY DAYS AND STATE
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WHERE IS THE MARKET CURRENTLY POSITIONED?

HOUSEHOLD FINANCES

This is further retflected in the CBA’s
latest consumer data, with 65% of
customers ahead on repayments.

NEGATIVE EQUITY

AUSTRALIAN NON-PERFORMING, NOT WELL-SECURED HOME LOANS, % BY STATE

SOURCE: CBA



2025 MARKET UPDATE WHERE IS THE MARKET CURRENTLY POSITIONED?

EMPLOYMENT RECORD PARTICIPATION, UNEMPLOYMENT RATE SAME AS JAN ‘24

Which 1s being driven by record

workiorce participation and low Record participation, unemployment rate same as Jan-24

C 0
unemployment. % 75
67 - —Unemployment Rate, rhs m 70
— Participation Rate, lhs
- 6.5
66 -
| 6.0
65 ’*‘l * 5.5
N ' 5.0
. -4.5
4.0
63 -
3.5
62 . ' . l — 3.0
2005 2010 2015 2020 2025
Source: ABS, Macrobond, \Westpac Economics

SOURCE: ABS, MACROBOND, WESTPAC ECONOMICS
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What 1s going to drive
house price growth
in 20257
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WHAT IS GOING TO DRIVE HOUSE PRICE GROWTH IN 2025?

THE ECONOMY

The RBA forecasts that GDP growth will begin
to accelerate throughout 2025, primarily

driven by uplift in private demand.

THE RBA FORECASTS THAT GDP GROWTH WILL BEGIN TO ACCELERATE THROUGHOUT 2025,

PRIMARILY DRIVEN BY UPLIFT IN PRIVATE DEMAND.
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THIS PICK-UP IS EXPECTED TO BE DRIVEN BY AN INCREASE IN HOUSEHOLD CONSUMPTION GROWTH

FOLLOWING THE RECOVERY IN DISPOSABLE INCOMES.
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INTEREST RATES

The 1nitial 25bps rate cut 1n
February was the first in a forecast
2—5-part cash rate easing cycle.

CASH RATE EXPECTATIONS, IMPLIED BY OIS

After a small correction, house prices rose to record heights
despite higher interest rates. What happens now that we are
likely to move into a rate easing cycle?

SOURCE: ABS, LSEG
“One of the key things for home prices this year is what

happens to interest rates throughout the year. Our MAJOR BANKS RATE FORECASTS
expectation, which is broadly aligned with what the
market is thinking, is that we’ll probably see a few cuts

. . . , . CBA WESTPAC NAB ANZ
this year, which is part of why we're expecting to see

1 1 72 4 CUTSTO 4 CUTSTO 5 CUTS TO 2CUTSTO
hOllSG p rices ngW t.hlS year. 3.35 PER CENT 3.35 PER CENT 3.10 PER CENT 3.85 PER CENT

ANGUS MOORE
ECONOMIST, REA GROUP
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DEMAND

Latest Westpac survey indicates as many
as 6.5 million Australians have active
property plans for 2025.

6. Home ownership: buying intentions 1. Home ownership: buying intentions hy segment
o %
100 — . 100 14 L % 25
no plans 19 ! sE:g;;ngoanfjtuvcltteydnienx;(js ;nrfgs 33
80 - 4-5\”’5 - 30 JSuonuSc()eileestpac Group +2.3 +0-5 - 20
3-4yrs 10 -
o0 - 1-2yrs - 00 g - 15
W O-12mths 5
40+ W next 6mths - 40 | - 10
W currently buying 4
20 ] * surveys conducted in i 20 2 _ +0.3 B 5
Feb and Jun 2021.
O | S(ljurce: \/\/estpacI Group O O O
2019 2020 2021* 2021* 2023 2024 2025 19‘20 21*‘21*‘23‘24‘25 19‘20 21*‘21*‘23‘24‘25 19‘20 21*‘23 24‘25 19‘2021*‘23 24‘25
buy first home buy new home buy invest. property renovate (rhs)
29% of Australians are intending to purchase a property More second homeowners and property investors are
within the next 12 months. This is at the same level as the planning to purchase a property within the next 12
peaks recorded during the 2021 FOMO boom. This equates months than ever before according to the latest Westpac
to potentially 6.5 million Australians with active property data — even higher than the COVID FOMO boom of 2021.
plans in 2025 — an increase of 1 million compared to 2024.

SOURCE: WESTPAC
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MIGRATION DEMAND NET OVERSEAS MIGRATION SOURCE: MYEFO BUDGET UPDATE

Migration will surpass

government torecasts by 80,000

in 2024-25, marking the fourth -
consecutive year of significant -
underestimation. o
This now marks the fourth year 0

. . ORIGINAL FORECAST CURRENT FORECASTS
In a row that the Australian

Government has significantly
underestimated net migration.
This has resulted in 800,000+
migrants above & beyond the
original forecasts from the
2022/23 budget.
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MIGRATION DEMAND PORTION OF PERMANENT
MIGRANTS RENTING OR OWNING

The majority of demand driven by
the post-COVID migration surge
has been 1n the rental market.
Migrant home ownership demand
1s expected to accelerate from 2025.

60.8%

55.6%

43.5%

38.3%

28.5%

FIRST 5 YEARS 5-10 YEARS 10+ YEARS

B OWNED RENTED
Only 38.3% of migrants will enter the housing market as

owners within the first 5 years and for the majority (55.6%)
homeownership is typically delayed by at least 5-10 years. We
anticipate owner occupied real estate demand from net overseas
migration (NOM) to begin accelerating later this year (5 years
post-COVID) as the post-COVID migrants gain permanent
residency and become settled in their new environments. SOURCE: ABS & CORELOGIC
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2025 ELECTION YEAR

Neilther party can resist a short-
term fix to appease voters — expect
policies that make it easier for
buyers, thus driving demand.

= *NEews
. THE AUSTRALIAN#*
Wiorld e Tr

National > Federal Election HOME NATION WORLD BUSIMESS HEALTH COMMENTARY SPORT ARTS  VIDEOD
“The deposit hurdle is too high’: Coalition's huge $50k NEWS

housing move Labor passes shared equity Help To Buy
n a huge move for those Iooking to get into the housing market, the Coalition is promising a major change to first . »

. housing scheme in senate after Greens

break deadlock

By JESSICA WANG
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CONSTRUCTION INDUSTRY COStS were already ™ PRICES

We are set to enter a forecast to increase
construction-led house
price growth cycle + Behind on housing targets ™ PRICES

(and getting further behind)

+ Productivity has + PRICES
fallen off a cliff
+ Industry insolvencies at " PRICES

record highs & worsening

+ Current shortfall of up ™ PRICES
to 240,000 workers

+ Record Government infrastructure ™ PRICES
spend driving demand
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CONSTRUCTION COSTS FORECAST CONSTRUCTION COST INCREASES

Construction costs have rapidly m 2025

7.00% 2026

accelerated & are already forecast
to continue — especially 1n Brisbane.

4.75% 4.75%

4 L30%4'75/° 4.50% 4.50%

4.00%

3.00%

2.00%

1.00%

0.00%
: SYDNEY BRISBANE MELBOURNE PERTH

SOURCE: ALTUS GROUP OUTLOOK ON COST ESCALATION.

Based on the above forecasts,
to build a home in Brisbane
that cost $400,000 in 2024,
will cost $483,169 1n 2027 —
an $83,169 increase.
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THE GOVERNMENT PLAN

The Australian Government are
aiming to build 1.2M homes by
2030, or 240,000 homes per year.
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HOW IS THE PLAN GOING? QUARTERLY BUILD TARGETS VS. COMPLETIONS ( SEPT QTR 2024)

In the September Quarter alone,
Australia fell a further 15,116 homes
short of 1ts housing targets.

QLD & NSW account for 77% of
the current shortfall against the
housing targets. 2000

15.116

42,000

32,000

22,000

12,000

2,000

NATIONAL NEW SOUTH QUEENSLAND SOUTH WESTERN VICTORIA
WALES AUSTRALIA AUSTRALIA

Bl COMPLETIONS
TARGET SHORTFALL

SOURCE: HIA
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DWELLING COMPLETIONS

Australia has never built, or come close to
building, the number of homes required
to hit the Government’s targets.

DWELLING COMPLETIONS - AUSTRALIA

270,000
LABOR HOUSING TARGET

240,000
-
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SOURCE: AUSTRALIAN BUREAU OF STATISTICS & MACROBUSINESS
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WHAT IS GOING TO DRIVE HOUSE PRICE GROWTH IN 2025?

ACTIVE CONSTRUCTION

And we'’re now actually going
backwards in terms of actual
homes under construction...

'000 Australia - Dwellings Under Construction
250 -

Total
200 -
150 -

100 - (\\

> W

0

70 73 76 79 82 85 88 91 94 97 00 03 06 09 12 15 18 21 24

SOURCE: ABS & ANTIPODEAN MACRO



2025 MARKET UPDATE

WHAT IS GOING TO DRIVE HOUSE PRICE GROWTH IN 2025?

CONSTRUCTION PRODUCTIVITY CRISIS

It now takes 4 months longer to
build a home than 1t did 1n 2014.

537% tewer homes are being built per hour worked
compared to 30 years ago. Labour productivity
in the broader economy increased by 49% over the
same period.

SOURCE: AUSTRALIAN GOVERNMENT PRODUCTIVITY COMMISSION

AVERAGE TIME TO BUILD (MONTHS) - 2014 VS. 2024
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WHAT IS GOING TO DRIVE HOUSE PRICE GROWTH IN 2025?

INSOLVENCIES

Growing construction
1insolvencies are expected to add
further pressure to the industry
& supply chains.

In the 2023-24 financial year, a record 3,000 construction
firms in Australia were declared insolvent.

The latest data from ASIC indicates that construction
Insolvencies have worsened in 2024-25 with 1,999 to date,
compared to 1,583 from the same period in 2023-24.

The outlook gets worse when compared to two years ago, with
insolvencies now up 69% in 2024-25 compared to 2022-23.

CONSTRUCTION INSOLVENCIES - FIRST 7 MONTHS OF FINANCIAL YEAR

2500
69% INCREASE 1999
2000
1583
1500
1182
1000

500

JUL 2022 - FEB 2023

JUL 2023 - FEB 2024

JUL 2024 - FEB 2025

SOURCE: INSOLVENCY STATISTICS, AUSTRALIAN SECURITIES & INVESTMENTS COMMISSION

CONSTRUCTION INSOLVENCIES

(aggregate from 2015)
000s

000s

1751 117.5
/
15.0 | . 115.0
12.5 12.5
10.0} 110.0
751 1 7.5
5.0 1 5.0
2.5 1 2.5

2016 2018 2020 2022 2024
Source: ASIC, CBA, Macrobond



2025 MARKET UPDATE WHAT IS GOING TO DRIVE HOUSE PRICE GROWTH IN 2025?

LABOUR SUPPLY

Currently there is a shortfall

of 202,400 workers to meet

the demand for infrastructure
construction alone, without
accounting for residential demand.

SUPPLY OF WORKERS OVER TIME

400K
The supply of workers is not expected to reach balance until 300K
late 2028. Master Builders Australia also estimate that an . 200K
additional 240,000 workers are needed to meet demand. S ook
o o -
“The industry is plagued by chronic & critical 200K e 2025
workforce shortages across almost all occupations.” 2020 2021 2022 2023 2024 2025 2026 2027 2028

MASTER BUILDERS AUSTRALIA SOURCE: PUBLIC INFRASTRUCTURE WORKFORCE SUPPLY DASHBOARD, INFRASTRUCTURE AUSTRALIA
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GOVERNMENT INFRASTRUCTURE

Record levels of Government
infrastructure investment is placing
further pressure on the residential sector.

TOTAL GOVERNMENT INFRASTRUCTURE INVESTMENT CHANGE IN INFRASTRUCTURE INVESTMENT BY STATE (2021/22 TO 2024/25)
$280.00 80% 249,
$260.00 _—* $270.40
— Q- 256.60
$240.00 04820  $255.00 ¥ 60%

$220.00 $225.60 41%

$200.00 pd 40%
$180.00 ./$185.00

$160.00 20%

$140.00

$120.00 0% —

QLD
$100.00
$100.00 -20% ViC
2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Government infrastructure investment in Australia has increased 46% ($85B) in five years, averaging Queensland has increased infrastructure investment by 74% in just three years, outpacing all other
10% annual growth. This record spending is straining the construction industry, driving competition for states. This rapid surge is intensifying pressure on labour and material costs and could potentially
labour and materials, and pushing costs higher. drive disproportionate increases in new home prices.

SOURCE: AUSTRALIAN INFRASTRUCTURE BUDGET MONITOR 2020-21, 2021-22, 2022-23, 2023-24 & 2024-25. SOURCE: AUSTRALIAN INFRASTRUCTURE BUDGET MONITOR 2020-21 & 2024-25.
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INDUSTRY SPEND

It doesn't appear like the
construction boom will be

easing any time soon, with g e
total construction industry 5 sa000
expenditure not forecast to 22 s 0000,
peak until at least mid-2026. .
2 $100,000
§ $50,000

$0
2016 2018 2020 2022 2024 2026 2028
. Major Public Infrastructure Pipeline (MPIP) Public (excluding MPIP) . Private
Road maintenance . Housing (excluding publicly funded projects) . Mining
Bl Defence Total construction activity

Note: Infrastructure Australia no longer displays a projection for future total construction activity as exists in previous editions of the Infrastructure Market
Capacity Report.

Source (for total construction activity): Australian Bureau of Statistics (2024)*

SOURCE: AUSTRALIAN INFRASTRUCTURE BUDGET MONITOR
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Where 1s the growth
most likely to
outpertorm?
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AFFORDABILITY IS KING GROWTH OF AVG. LOAN SIZES

Borrowing power has declined by . 5656000 5674000

$700,000

24% & loan sizes have increased 600,000 $501,000 $513,000 :

$500,000

33% since 2021. $400,000

$300,000

$200,000
$100,000
$0

OWNER OCC INVESTOR

Bl DEC-20 DEC-24
SOURCE: LOANSCAPE BORROWING INDEX

Borrowing capacity?®

: . . : : % of applicants with
Change in maximum borrowing capacity? — indexed Dec 16 o PP

additional capacity to borrow*

92% 89% 89% 90%

Borrowing power has declined, with maximum capacities 24% 120.0%
lower than the October 2021 peak. The income required for an 100.0% pec2l Dec2z Dec2d Dec2d
average home loan has increased 33% - from $106,500 in 2022 80.0%
to $142,000 in 2024. Owner-occupier loan sizes have grown 50 0%
33% since 2020, increasing financial strain on buyer. 1000

U0

o , , 2016 2017 2018 2019 2020 2021 2022 2023 2024
This is also reflected in the latest data from CBA, which shows | | | | | |
Single Owner Occupier Joint Owner Occupier Single Investor Joint Investor

that borrowing capacity for all market segments, whilst
improving slightly, is at near-record lows. SOURCE: COMMONWEALTH BANK OF AUSTRALIA
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AFFORDABILITY IS KING PROPORTION OF INCOME NEEDED TO MEET MORTGAGE PAYMENTS

Share of income to service
mortgage repayments hits all-time
high & well above 20-year average.

SOURCE: CORELOGIC, ANU
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WHERE IS THE GROWTH MOST LIKELY TO OUTPERFORM?

HOUSE PRICES

Regional areas ofier excellent
value comparative to capital
city markets.

$1,100,000
$1,010,182
$1,000,000 T —
$900,000 /\\//
$800,000 /
CAPITAL CITIES /
$700,000 \/\
$600,000 $670,346
$500,000
’ REGIONAL AREAS
$400,000
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SOURCE: CORELOGIC
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WHERE IS THE GROWTH MOST LIKELY TO OUTPERFORM?

HOUSE PRICES

This has seen regional markets
outpertorm the capitals, a trend
that 1s continuing into 2025.

“ Regional markets seem to be benetitting
from a second wind of internal migration,
along with an atfordability advantage in
some markets, and what looks to be some
permanency in hybrid working arrangements
across some occupations and industries.”

TIM LAWLESS
RESEARCH DIRECTOR, CORELOGIC

HOME VALUE INDEX - LAST QUARTER (AS AT 31ST JAN 2025)

1.20%

1.00%
1.00%

0.80%

0.60%

0.40%

0.20%

0.00%

-0.20%

-0.40%

-0.60%

-0.80%

0.709

COMBINED REGIONALS

SOURCE: CORELOGIC

COMBINED CAPITALS
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RENTVESTING

This move to atfordability is being
seen in Westpac’s latest data,
that shows 10% of Australians

are planning on ‘rentvesting’ in R l % 30
no plans
the next 12 months — the highest 4-5yrs - 25
3-4yrs L 20
number on record. 1-2yrs ]
m6-12mths [ 1°
B next omths - 10
B currently
% all respondents - 9
Source: Westpac Group O

202112024[20252021 (2024|2025

'rentvest’ rent a new home

Regional markets will be the largest beneficiaries in this
record-level of ‘rentvesting’ activity due to their affordability
comparative to capital city markets. SOURCE: WESTPAC
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RENTAL MARKET

This is also being retlected in the rental market
as families search for atfordability, driving down
regional vacancy rates & increasing rents.

MEDIAN RENT (HOUSES) VACANCY RATE (HOUSES) CHANGE IN ASKING RENTS (YTD)
$800 3.00% 7.00%
6.40%
$701 7
$700 0 0
2 509 2.40% 6.00% -
5.00% -
2.00% 1.90% 4.40%
$500 -
4.00% —
$400 — 1.50% —
3.00% —
$300 -
1.00% —
2.00% —
$200 -
$100 — 0-50% N 1.00% —
$0 0.00 0.00%
CAPITAL CITIES REGIONALS CAPITAL CITIES REGIONALS CAPITAL CITIES REGIONALS
SOURCE: CORELOGIC SOURCE: CORELOGIC SOURCE: CORELOGIC
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DISCLAIMER

The opinions, estimates and information given herein or otherwise in relation hereto are made by Vanderbilt and SRG Built and
affiliated companies in their best judgement, in good faith and as far as possible based on data or sources which are believed
to be reliable. Vanderbilt & SRG Built expressly disclaim any liability and responsibility to any person whether a reader of this
publication or not in respect of anything and of the consequences of anything done or omitted to be done by any such person
in reliance whether wholly or partially upon the whole or any part of the contents of this publication. Vanderbilt & SRG Built do
not give any warranty in relation to the accuracy of the information contained in this document. If you intend to rely upon the
information contained herein, you must take note that the information, figures and projections have been provided by various
sources and have not been verified by us. We have no belief one way or the other in relation to the accuracy of such information,
figures and projections. Vanderbilt & SRG Built will not be liable for any loss or damage resulting from any statement, figure,
calculation or any other information that you rely upon that is contained in the material. The information contained within this
document is believed by the author to be accurate as at 28 March 2025, however no representations are being made as to the
completeness or accuracy of such information.
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