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For the first time in years, the planets seem to be aligning for 
homebuyers and property investors. Interest rates are falling, 
property prices largely appear to be stabilising and constraints  
on bank mortgage lending have been relaxed.

It’s welcome news for first homebuyers 
and anyone who has been waiting 
on the sidelines for a signal that the 
downturn in house prices could be at 
or near the bottom in key markets such 
as Melbourne and Sydney. 

As is always the case though with the 
national housing market, the full story  
is more than a tale of two cities.

House price slide  
losing momentum
According to research group 
CoreLogic, in the year to July the 
national housing market fell 6.4 per 
cent. This fall was driven by the two 
biggest markets Sydney (down  
9.0 per cent) and Melbourne (down  
8.2 per cent). 

Perth, still coming down from the 
peak of the mining boom, and Darwin 
suffered similar declines. Brisbane fell 
2.4 per cent and Adelaide was down 
0.8 per cent from a much lower peak. 

Hobart (up 2.8 per cent) and Canberra 
(up 1.1 per cent) were the only capital 
cities to rise in the year to July. 

But in the aftermath of the May federal 
election and the first of the Reserve 
Bank’s two recent interest rate cuts, 

the downhill slide in prices began to 
lose momentum.

In July, home values recorded zero 
growth nationally, with signs the housing 
conditions are stabilising. Most tellingly, 
prices rose slightly for the second month 
in a row in both Sydney (up 0.2 per 
cent) and Melbourne (up 0.2 per cent). 
However the stabilisation in housing 
values is becoming more broadly 
based with Brisbane, Hobart and 
Darwin also recording rises in values.i

Home Value Index as at July 31, 2019 

Change in dwelling values Total 
return

Median 
valueMonth Quarter Annual

Sydney 0.2% -0.2% -9.0% -5.7% $775,978

Melbourne 0.2% 0.1% -8.2% -5.1% $619,443

Brisbane 0.2% -0.8% -2.4% 2.0% $484,998

Adelaide -0.3% -0.6% -0.8% 3.6% $427,009

Perth -0.5% -2.2% -8.9% -5.0% $441,275

Hobart 0.3% 0.1% 2.8% 8.0% $451,191

Darwin 0.4% -2.1% -8.7% -2.3% $395,119

Canberra -0.3% -1.5% 1.1% 5.6% $586,535

Combined capitals 0.1% -0.4% -7.3% -3.8% $591,476

Combined regional -0.2% -0.8% -3.0% 1.7% $374,548

National 0.0% -0.5% -6.4% -2.7% $517,895

  Source: CoreLogic

Is the tide
turning

on the 
property  

      market?



Carthills Tailored Accounting

Level 1, 2072 Logan Road 
Upper Mount Gravatt QLD 4122

P 07 3849 6392 
E advice@carthills.com.au

W www.carthills.com.au

General Advice Warning: This advice may not be 
suitable to you because it contains general advice that 
has not been tailored to your personal circumstances. 
Please seek personal financial advice prior to acting 
on this information. Investment Performance: Past 
performance is not a reliable guide to future returns 
as future returns may differ from and be more or less 
volatile than past returns.

Disclosure: Neil McLennan & Carthills Financial 
Services Pty Ltd are authorised representatives of 
Securitor Financial Group Ltd ABN 48 009 189 495. 
Australian Financial Services Licensee 240687 Level 
16a, 345 Queen Street, Brisbane QLD 4000.

A jump in auction clearance rates 
adds weight to the theory that the 
market is on the turn. In the first week 
of July the clearance rate jumped to 
69 per cent across all capital cities, 
up from 53 per cent the previous year. 
Sydney had the highest clearance 
rate (78 per cent) while Perth had the 
lowest (25 per cent).ii

Reserve Bank opens  
the bidding
In hindsight, the Reserve Bank’s 
recent decision to cut interest rates 
for the first time since 2016 could 
mark the beginning of the end of the 
downturn in home prices. 

In June, the Reserve Bank lowered 
the cash rate from 1.5 per cent to a 
new historic low 1.25 per cent and 
followed up in July with another cut  
to 1 per cent.

Mortgage interest rates are also low 
by historic standards although not all 
banks passed on the full reduction in 
the cash rate. 

In early July, the average standard 
variable mortgage rates of the big four 
banks were all around 4.9 per cent. 
The best available rates from smaller 
lenders are now below 3 per cent.iii 

Banking regulator joins in 
The Australian Prudential Regulatory 
Authority (APRA) is also doing its bit to 
breathe new life into the property market. 

In July, the banking regulator 
scrapped a rule that required banks 
to assess new mortgage customers 
on their ability to manage repayments 
with 7.25 per cent interest rates no 
matter what their actual rate might be. 
This rule was introduced in 2014 to 
improve lending standards, but since 
then mortgage rates have tumbled.

Instead, APRA will now require banks 
to test if borrowers can manage 
repayments at least 2.5 percentage 
points above a loan’s current rate. 
With many mortgage rates for new 
customers currently around 3.5 per 
cent, this would mean banks would 
have to test whether customers could 
afford repayments of 6 per cent 
instead of 7.25 per cent.iv 

As a result, comparison website 
RateCity estimates someone earning 

the average wage ($83,455) could see 
their borrowing power increase by 
$66,000 to $544,000.v 

Property investing  
beyond houses
Australians’ love affair with bricks and 
mortar is legendary, but there is more 
than one way to profit from property. 

If you’re thinking of buying as an 
investment, rather than as a place to 
call home, there may be opportunities 
to invest directly in commercial 
property or via a managed fund.

Listed property trusts, property 
ETFs (exchange traded funds) and 
traditional unlisted managed funds 
offer a way to invest in a diversified 
portfolio of properties in Australia 
and overseas. As well as residential 
property they can invest in retail, 
office and industrial property. 

Unlike the housing market, recent 
returns from listed property have 
been strong. In the year to June 
30, the ASX300 A-REIT (Australian 
Real Estate Investment Trusts) Index 
posted a total return of 19.4 per cent. 
Total returns include capital gains 
and income from rents distributed 
to shareholders. Over five years the 
average annual total return was  
13.8 per cent.vi 

That’s no guarantee of future returns, 
but it demonstrates the benefits of 
diversification. By comparison, the 
total return from Australian residential 
property was -3.3 per cent.vii

If you would like to discuss your 
property investment strategy in 
light of recent developments,  
give us a call.

i  All house price data from Core Logic, 1 August 
2019, https://www.corelogic.com.au/sites/default/
files/2019-08/CoreLogic%20home%20value%20
index%20AUGUST%20FINAL.pdf

ii  CoreLogic, 8 July 2019, https://www.corelogic.com.
au/news/first-week-july-sees-combined-capital-city-
clearance-rate-above-60-cent-4th-consecutive-week

iii  The Sun Herald, 7 July 2019,https://www.smh.com.
au/money/borrowing/how-to-get-the-most-out-of-
lower-mortgage-rates-20190704-p5245f.html

iv  APRA, 5 July 2019,https://www.apra.gov.au/media-
centre/media-releases/apra-finalises-amendments-
guidance-residential-mortgage-lending

v  RateCity, 5 July 2019,https://www.ratecity.com.
au/home-loans/mortgage-news/apra-changes-
average-aussie-family-can-now-borrow-60k

vi  Vanguard, https://www.vanguardinvestments.com.
au/retail/ret/investments/product.html#/fundDetail/
etf/portId=8206/assetCode=equity/?overview

vii  Core Logic, 1 July 2019, https://www.corelogic.com.
au/sites/default/files/2019-07/CoreLogic%20home%20
value%20index%20JULY%202019%20FINAL.pdf


