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Australia’s housing doomsayers -
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Point 1: It is not a single housing market in Australia – Perth/Darwin prices falling.
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- prices have fallen sharply in the mining towns where supply outstrips demand
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Point 2: Australia’s capital cities are not “special” and have had bubbles in the past!
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The 1890’s Melbourne boom driven by:

1)  rapid population growth - Greater Melbourne rose 
by more than 70 per cent from 283,000 in 1881 to 
491,000

2) Stockmarket boom - ‘… Its most sensational phases 
were the speculative dealings of the big men in city 
land and in mining and “investment” shares’.

“The crash began in 1891. Land values fell to levels 
around one half their boom levels. 

The exact trigger for the crash is unclear... 

…Nonetheless, its general nature is fairly clear. 

From the end of 1887 many reputable banks restricted 
their lending for land purchase substantially….

…fundamental factors were beginning to affect the 
bubble. The huge amount of land that had been 
brought onto the market meant that rental yields were 
depressed. 

Furthermore, the low rental yields combined with high 
leverage meant that speculators were experiencing 
increasing cash flow problems.“

Source: “Three Australian Asset-price Bubbles”,  John 
Simon, RBA Conference, 2003.
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What is an asset bubble?

Charles Kindleberger1 , of “Manias, Panics, and Crashes: A History of Financial Crises” fame said in 1987 

“A bubble may be defined loosely as a sharp rise in price of an asset or a range of assets in a continuous 

process, with the initial rise generating expectations of further rises and attracting new buyers—generally 

speculators interested in profits from trading rather than in its use or earning capacity.”

In their book “This Time its Different”, Reinhart and Rogoff noted 

"If there is one common theme to the vast range of crises we consider in this book, it is that excessive debt 

accumulation, whether it be by the government, banks, corporations, or consumers, often poses greater 

systemic risks than it seems during a boom." 

Glenn Stevens ever usefully concurrs2 

“It is not so much the asset prices, in my view. It is the debt; it is the leverage behind it. My guess is that if you 

have an asset bubble in, say, some new exotic art, and there is no borrowing, it is not going to do a lot of 

damage to the economy.”

A few weeks ago in the WSJ he expanded “You care, of course, whether asset prices seem divorced from their 

fundamentals.  That’s often in the eye of the beholder.  But the thing you most care about is if there is a lot of 

borrowed money behind the assets”.  

1. in the New Palgrave: A Dictionary of Economics, 1987

2. RBA Governor Glenn Stevens, FRIDAY, 20 FEBRUARY 2009 and then again in an interview with the WSJ, August 17 2016.
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A more useful definition of “Toil and Trouble”

1. An sharp rise in an assets price to above its fundamental value  

• For housing, factors to consider include: demand/population, 

supply of dwellings, valuations, mortgage rates. 

2. Driven by excessive debt accumulation with poor lending 

standards

• Factors to consider include: credit growth; bank lending 

standards, household financial health, including employment 

and income growth.
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What has driven dwelling prices higher in Australia recently?

1. Low mortgage rates and improved affordability

2. Foreign Demand

3. Population growth had previously outstripped supply of 

dwellings – less true now
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Mortgage rates lowest ever helping to keep affordability around average

The HIA affordability index uses median house prices, median income and mortgage rates
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Countries favoured by Chinese buyers – Cities on the Pacific Ocean.
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Foreign demand for residential property now slowing
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Source: NAB Residential Property Survey

Share of Buyers for New Developments Commonwealth Government 

is administering foreign 

buying rules more strictly –

foreigners can only buy new 

dwellings

A number of banks no longer 

provide mortgages to foreign 

buyers

State Governments “cashing 

in” on foreign buyers with 

extra stamp duties for 

foreigners, 0.5-1.5% 

absentee surcharge in 

Victoria and a 0.75% land 

surcharge in NSW



There has been a significant lift in supply of dwellings - especially of apartments.

Page 12



Dwelling supply and demand nearing balance  
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Supply-demand gap by State – NSW and Victoria OK. Over-supply in WA and QLD.
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Rental growth slowing most places – a clear sign that supply has caught demand.

Page 15

-10

-5

0

5

10

15

20

00 02 04 06 08 10 12 14 16

annual % growth

Residential rents by city 

Sydney

Melbourne

Adelaide

Brisbane

Perth

Darwin

Source: ABS CPI data and National Australia Bank



Financial health:  Australia’s household debt is high which makes them vulnerable to a 

shock.   In comparison, corporate and government debt is modest.
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Even so, mortgage credit growth remains modest overall and mortgage lending 

standards for ADI’s were tightened from late 2014 .
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9 Dec 2014

APRA outlines further steps 

to reinforce sound 

residential mortgage 

lending practices

“In the context of historically 

low interest rates, high levels 

of household debt, strong 

competition in the housing 

market and accelerating 

credit growth, APRA has 

indicated it will be further 

increasing the level of 

supervisory oversight on 

mortgage lending in the 

period ahead.”



Conclusion - Housing to cool appreciably and Units to fall in price
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• Low mortgage rates, foreign demand and a slow supply-side response all supported higher 

dwelling prices in some Australian cities in recent years

• Some of those supports have weakened:

• prices/valuations are higher

• The under-supply of housing has closed and in some markets is entering over-supply.

• At the same time, mortgages lending standards have tightened

NAB’s view on housing

• Our expectation is that the housing market will cool appreciably

• National house price growth of 0.5% is expected in 2017. 

• Unit price are expected to decline of nearly 2% over 2017 – more where over-supply is 

acute.

• We continue to hold the view that residential property prices are unlikely to experience a 

severe ‘correction’ without a trigger from a shock.



NAB House/Unit Price Forecasts – y/y%. 
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Important Notices

Disclaimer: This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any advice contained in this document has been prepared without taking 

into account your objectives, financial situation or needs. Before acting on any advice in this document, NAB recommends that you consider whether the advice is appropriate for your circumstances. NAB 

recommends that you obtain and consider the relevant Product Disclosure Statement or other disclosure document, before making any decision about a product including whether to acquire or to continue 

to hold it. Products are issued by NAB unless otherwise specified.

So far as laws and regulatory requirements permit, NAB, its related companies, associated entities and any officer, employee, agent, adviser or contractor thereof (the "NAB Group") does not warrant or 

represent that the information, recommendations, opinions or conclusions contained in this document ("Information") is accurate, reliable, complete or current. The Information is indicative and prepared for 

information purposes only and does not purport to contain all matters relevant to any particular investment or financial instrument. The Information is not intended to be relied upon and in all cases anyone 

proposing to use the Information should independently verify and check its accuracy, completeness, reliability and suitability obtain appropriate professional advice. The Information is not intended to create 

any legal or fiduciary relationship and nothing contained in this document will be considered an invitation to engage in business, a recommendation, guidance, invitation, inducement, proposal, advice or 

solicitation to provide investment, financial or banking services or an invitation to engage in business or invest, buy, sell or deal in any securities or other financial instruments.

The Information is subject to change without notice, but the NAB Group shall not be under any duty to update or correct it. All statements as to future matters are not guaranteed to be accurate and any 

statements as to past performance do not represent future performance.

The NAB Group takes various positions and/or roles in relation to financial products and services, and (subject to NAB policies) may hold a position or act as a price-maker in the financial instruments of 

any company or issuer discussed within this document, or act and receive fees as an underwriter, placement agent, adviser, broker or lender to such company or issuer. The NAB Group may transact, for 

its own account or for the account of any client(s), the securities of or other financial instruments relating to any company or issuer described in the Information, including in a manner that is inconsistent 

with or contrary to the Information.

Subject to any terms implied by law and which cannot be excluded, the NAB Group shall not be liable for any errors, omissions, defects or misrepresentations in the Information (including by reasons of 

negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or rely on the Information. If any law prohibits the exclusion of such 

liability, the NAB Group limits its liability to the re-supply of the Information, provided that such limitation is permitted by law and is fair and reasonable. 

This document is intended for clients of the NAB Group only and may not be reproduced or distributed without the consent of NAB. The Information is governed by, and is to be construed in accordance 

with, the laws in force in the State of Victoria, Australia.

Analyst Disclaimer: The Information accurately reflects the personal views of the author(s) about the securities, issuers and other subject matters discussed, and is based upon sources reasonably 

believed to be reliable and accurate. The views of the author(s) do not necessarily reflect the views of the NAB Group. No part of the compensation of the author(s) was, is, or will be, directly or indirectly, 

related to any specific recommendations or views expressed. Research analysts responsible for this report receive compensation based upon, among other factors, the overall profitability of the Global 

Markets Division of NAB. 

NAB maintains an effective information barrier between the research analysts and its private side operations. Private side functions are physically segregated from the research analysts and have no 

control over their remuneration or budget. The research functions do not report directly or indirectly to any private side function.

For distribution by WealthHub Securities: Where you have received this document via the nabtrade service (nabtrade), it is distributed to you by WealthHub Securities Limited ABN 83 089 718 249 

AFSL No. 230704 (“WealthHub Securities”). WealthHub Securities is a Participant of the Australia Securities Exchange and a wholly owned subsidiary of National Australia Bank Limited ABN 12 004 044 

937 AFSL No. 230686 (“NAB”). NAB doesn’t guarantee the obligations or performance its subsidiaries, or the products or services its subsidiaries offer. Any material provided to you by WealthHub 

Securities will contain factual information or general advice. This factual information or general advice does not take into account your particular objectives, financial situation and needs, and a statement of 

advice will not be provided. WealthHub Securities will not give you any legal, tax, financial or accounting advice or any advice or recommendation regarding the suitability or profitability about your 

transactions. Before you make a decision about whether to acquire a financial product, you should obtain and read the Product Disclosure Statement available at nabtrade.com.au and consider the 

appropriateness of the information having regard to your particular circumstances. You agree that you will not solely rely on the information provided by WealthHub Securities or elsewhere on 

nabtrade.com.au when making investment and/or financial decisions. WealthHub Securities does not provide personal advice to online retail clients. WealthHub Securities receives commission from 

dealing in securities and from its authorised representatives. Introducers of business may directly share in this commission. WealthHub Securities and its associates may hold shares in the companies that 

it distributes research/information on. (continued over)
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Important Notices

The value of investments and future returns may rise or fall and, at times, returns may be negative. Past performance is not a guarantee of future performance. Please note, this material has not been 

verified by WealthHub Securities. WealthHub Securities does not make any representation or warranty as to the timeliness, reliability, accuracy or completeness of the material, nor does it accept any 

responsibility arising in any way for errors in, or omissions from, that material.

United Kingdom: If this document is distributed in the United Kingdom, such distribution is by National Australia Bank Limited, 88 Wood Street, London EC2V 7QQ. Registered in England BR1924. 

Head Office: 800 Bourke Street, Docklands, Victoria, 3008. Incorporated with limited liability in the State of Victoria, Australia. Authorised and regulated by the Australian Prudential Regulation 

Authority. Authorised in the UK by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details 

about the extent of our regulation by the Prudential Regulation Authority are available from us on request. 

To the extent the Information constitutes an Investment Recommendation (as defined in the Regulation (EU) No 596/2014 of the European Parliament and of the Council, known as the EU Market 

Abuse Regulation), the relevant competent authority is the UK Financial Conduct Authority.    

Any distribution in the EEA outside the UK is by NAB Europe Limited, which is subject to regulation by the Financial Conduct Authority. 

USA: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not intended as an offer or solicitation for the purchase or sale of any securities, 

financial instrument or product or to provide financial services. It is not the intention of nabSecurities to create legal relations on the basis of information provided herein. 

New Zealand: This publication has been provided for general information only. Although every effort has been made to ensure this publication is accurate the contents should not be relied upon or 

used as a basis for entering into any products described in this publication. To the extent that any information or recommendations in this publication constitute financial advice, they do not take into 

account any person’s particular financial situation or goals. Bank of New Zealand strongly recommends readers seek independent legal/financial advice prior to acting in relation to any of the matters 

discussed in this publication. Neither Bank of New Zealand nor any person involved in this publication accepts any liability for any loss or damage whatsoever may directly or indirectly result from any 

advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this publication. National Australia Bank Limited is not a registered bank in New Zealand.

Hong Kong: If this document is distributed in Hong Kong, such distribution is by National Australia Bank Limited, Hong Kong Branch, which is licensed by the Hong Kong Monetary Authority and 

registered (CE Number AAO169) under the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) for Type 1 (dealing in securities) regulated activities. Its main business address is 

Level 27, One Pacific Place, 88 Queensway, Hong Kong. The contents of the Materials have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the 

contents of the Materials, you should obtain independent professional advice.

Singapore: This document is distributed in Singapore to institutional investors (as defined under the Financial Advisers Regulations) only. If this document is distributed in Singapore, it is made 

available to you in Singapore by NAB, Singapore branch, through general information circulation only and does not take into account of your specific investment objectives, financial situation or 

particular needs. If you choose not to seek advice from a financial adviser, you should consider whether the product in question is suitable. Recipients of this material in Singapore should contact NAB, 

Singapore branch at 12 Marina View, #20-02 Asia Square Tower 2, Singapore 018961, Tel (65) 6419 6875 for any matter arising from, or in connection with, this material. The contents of the Materials 

have not been reviewed by any regulatory authority in Singapore. If you are in any doubt about any of the contents of the Materials, you should obtain independent advice.

Japan: If this document is distributed in Japan, National Australia Bank Limited has an office in Japan but is not licensed to conduct securities-related business in Japan. Therefore, to the extent that it 

relates to securities this document is only for information purposes only in Japan. This is not an offer to buy or sell securities, directly or indirectly, in Japan or to, or for the benefit of, any resident of 

Japan (except pursuant to an exemption from the registration requirements of, and otherwise in compliance with the Financial Instruments and Exchange Act (Japan) and any other applicable laws, 

regulations and ministerial guidelines of Japan.

People’s Republic of China (PRC): In the PRC, the Materials are directed solely at persons who would be constituted as (i) Qualified Domestic Institutional Investors in accordance with the applicable 

PRC laws and regulations promulgated by China Banking Regulatory Commission, China Securities Regulatory Commission or China Insurance Regulatory Commission or (ii) other eligible investors 

in accordance with the applicable PRC laws and regulations. 

Further, the information on the Materials does not constitute "marketing or production and business activities in the PRC" as defined in the Administrative Measures on the Registration of Production 

and Operation Activities of Foreign Enterprises in the PRC promulgated by the State Administration of Industry and Commerce.

This publication has been provided for general information only. NAB has no licence for foreign exchange, securities-related, derivative or other capital market products in China.

Page 21


