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• The ANZ-Property Council Survey for the December quarter shows that sentiment in 

Australia’s property sector has fallen sharply to the lowest level in two years. The decline 
was recorded across all states and territories, although New South Wales and Victoria are 
bearing the brunt of weaker confidence. 

• Sentiment in the residential segment has fallen to the lowest level since 2012. The outlook 
for construction and prices has worsened, and firms expect a double whammy of tighter 
credit conditions and higher interest rates over the next year. At the same time, demand 
from foreign buyers is still falling.  

• Sentiment is much better in the commercial property segment. Although posting a small 
decline in the December quarter, confidence is still sitting at strong levels. The tourism, 
industrial and office property sectors report a solid outlook, although the retail sector is still 
challenged. 

ANZ HEAD OF AUSTRALIAN ECONOMICS, DAVID PLANK, COMMENTS:  

“The ANZ-Property Council Survey for the December quarter gives a pretty soft read on 
Australia’s property sector. The downturn in the housing outlook is significant, although not 
surprising. But the second consecutive fall in the commercial property space is something we 
will be watching. While confidence in commercial property is still elevated, a downturn from 
here would be disappointing and potentially pose a challenge to our outlook for non-mining 
business investment  

The survey supports our view that both house prices and residential construction are set for a 
period of decline. The expectations of tighter credit availability and higher interest rates, if 
realised, will weigh on the housing market for some time. We think housing prices will nudge 
lower through to 2020, before stabilising through the remainder of that year. But we do not 
anticipate the scale of price declines accelerating, given that the economy and household 
finances are still generally in good shape. On the other hand, we expect housing construction 
to post material declines through 2019 and 2020, as presales and building approvals ease, 
leaving a gap in the next round of projects. 

On a more positive note the survey shows that confidence in commercial property is at solid 
levels. Many indicators are positive, including building approvals, the large backlog of work 
remaining, and job creation. But commercial property sentiment has dipped slightly with 
respondents also expecting a further deterioration in credit availability in the commercial 
sphere. Policy measures taking some heat out of the housing market are in many ways a 
positive development, but potential spillover effects onto commercial property could have a 
negative impact on Australia’s economy” 
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CONFIDENCE IN AUSTRALIAN HOUSING MARKET WEAKEST SINCE 2012 

The December quarter ANZ-Property Council survey shows that confidence in Australia’s 
housing sector has fallen sharply over the past two quarters, and is now at the worst levels 
since 2012. This suggests that the housing market is likely to remain soft for some time yet. 

In our recent Housing Update we noted that many indicators are around the worst levels in 
years. Overall housing credit is growing at the slowest rate since 2013, and investor credit is 
growing at the slowest rate on record. Prices are posting the sharpest declines since 2009, and 
auction results are the lowest since 2012. The current environment is clearly weak, and the 
ANZ-Property Council survey reflects this.  

We believe the soft outlook can be traced back to two key indicators within the survey – 
finance availability and interest rates. Survey respondents have highlighted that the outlook 
for finance availability has worsened further, and is at the worst levels since the survey 
commenced in 2011. At the same time, respondents increasingly expect interest rates to rise 
over the next year, which likely reflects a combination of out of cycle mortgage rate hikes, 
driven by rising bank funding costs, and talk of potential RBA rate hikes.  

Historically, cycles in Australian house prices have been driven by interest rate movements, 
and that was certainly the case when rates were falling between 2012 and 2016, and prices 
were rising sharply. The current price downturn has been driven by tighter finance availability, 
however, on the back of APRA’s macroprudential policy measures and the fallout from the 
Royal Commission. The current environment is seeing both the availability of credit and the 
cost of credit have some dampening effect on the housing market. 

While APRA is unlikely to introduce further policy changes, the banks still have further changes 
coming, including debt to income limits and Comprehensive Credit Reporting (CCR). As such, 
and supported by the ANZ-Property Council survey, we expect credit conditions will tighten 
before they get better, which will continue to act as a handbrake on the market.  

Recent out of cycle interest rate hikes will weigh on households at the margin. Further, we 
continue to believe that the strength of the Australian economy will support the RBA raising 
the cash rate in the second half of 2019, providing another headwind to housing prices. We 
would actually view RBA rate hikes in the second half of 2019 as good news, since they will 
only happen if the overall economy is performing well despite the weakness in housing.  

Another development contributing to the softness in the market is lower demand from foreign 
purchasers. Survey respondents suggest that the share of housing sales to foreign purchasers 
has halved over the past two years. An estimated 13% of property transactions are currently 
foreign buyers, down from the peak of 24% in 2016. Both New South Wales and Victoria are 
leading this decline. We previously noted that foreign purchasers were not the main driver 
behind Australia’s housing price growth, and nor are they the main driver of the current 
downturn, but the withdrawal of potential buyers is certainly contributing to the current 
weakness. 

In line with all these negative factors, the ANZ-Property Council survey shows that the outlook 
for housing prices has slipped further into negative territory. A net 70% of respondents in New 
South Wales, and 50% in Victoria, expect prices to fall over the next 12 months.  
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It is not just prices that have a bleak outlook – for the first time survey respondents expect 
residential construction to fall over the year ahead. Once again, most of this weakness is 
evident in New South Wales and Victoria. We think a record backlog of work (over AUD40bn) 
will support activity over the near term, before the decline in residential construction 
accelerates through 2019 and 2020.  

COMMERCIAL PROPERTY CONFIDENCE IS SOLID, FOR NOW 

Commercial property confidence is at much more encouraging levels than the residential 
counterpart. In fact, the gap in confidence between commercial and residential property is 
now at a record level. Still, commercial sentiment has also dropped.  

The drop in sentiment in the most recent quarter occurred across all segments, although the 
retail segment is still the weakest. Sluggish income growth, rising mortgage rates and utility 
costs, and reduced wealth effects as house prices fall are all issues affecting household 
consumption at present. Online retailing and global competition also continue to hinder 
domestic bricks and mortar retailers. 

On the other hand, the industrial segment is now the most optimistic, displacing tourism. 
Firms in the industrial industry report that the construction pipeline has increased further over 
the recent quarter, especially in New South Wales, while it remains elevated in Victoria and 
Queensland. In turn, the outlook for capital values is solid, which we think is consistent with 
demand coming from the strong pipeline of infrastructure projects coming through in those 
states. In addition, while online retailing is disrupting the retail sector, the storage and 
logistics requirements are supporting the industrial sector. 

Finally, it is disappointing to see that survey respondents appraisal of the federal government 
has retreated considerably. While the September quarter showed a solid improvement in the 
government performance index (likely in response to the 2018-19 Budget), the subsequent 
leadership spill in August appears to have hindered confidence once more.  

 

 

 

 


