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National dwelling values slip 0.1% in February, taking housing
values 0.8% lower since peaking in September last year

According to the CoreLogic Home Value Index results out today, dwelling values edged lower across most capital
cities over the month, with broad based falls weighing down dwelling values nationally for the fifth consecutive month.

The 0.1% decline in national dwelling values in February
2018 was more moderate than the 0.3% declines
recorded over each of the previous two months,
however, it marked the first time national values had
fallen for five consecutive months since March 2016.
There continues to be a divergence between capital city
and regional markets, with the combined capital city
index falling by -0.3% over the month, compared to a
0.4% increase in combined regional values.

Month-on-month falls were generally mild but broad
based Over the month, values fell across every capital
city except Hobart (+0.7%) and Adelaide (steady), with
the largest monthly decline recorded across Darwin (-
0.9%) and Sydney (-0.6%). Values were lower in
Melbourne (-0.1%), Brishane (-0.1%), Perth (-0.2%), and
Canberra (-0.3%).

The rate of decline eased over the second half of
February although values have fallen in most capital
cities during February, the CoreLogic daily index
indicates that the rate of decline eased late in the month,
in line with improving auction clearance rates. Sydney,
Melbourne and Perth all recorded more moderate falls in
values throughout February than they did in January.

CoreLogic head of research, Tim Lawless, said, “The
overall softening in the market becomes more evident
when looking at the change in values over the past three
months.”

Over the three months to February 2018, Adelaide
(0.1%) and Hobart (3.2%) were the only capital cities in
which values rose. Sydney, which has been the
strongest market for value growth over recent years,
saw the largest fall in values over the three month
period, down -2.4%. Sydney was followed by Darwin,
which has been persistently weak over recent years,
and saw values fall by a further -2.0% over the quarter.

Regional markets outperforming the capitals While
most individual capital cities recorded declines in values
over the past three months, in the regional areas of the
country the results were very different; regional dwelling
values increased by 0.9% over the three months and
values were higher in the regional areas of all states
except for Western Australia.
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Highlights over the three months to February 2018

Best performing capital city: Hobart +3.2%

Weakest performing capital city: Sydney -2.4%
Highest rental yield: Darwin 5.9%

Lowest rental yields: Melbourne 2.9%
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Looking at the trends in housing markets on an
annual basis, over the 12 months to February 2018,
national dwelling values increased by 2.2%, which is their
slowest annual rate of growth since August 2016. The
gap between annual growth rates across the combined
capital cities (2.0%) and the combined regional markets
(2.8%) has continued to widen over the past month as
regional areas outperform the capitals.

Sydney dwelling values slip into negative annual
change for the first time since 2012 Looking at the
individual  capital cities, the most noteworthy
development was for Sydney, where dwelling values
moved into negative annual growth for the first time since
2012, down -0.5% over the past twelve months. The only
other capital cities where values were lower over the
previous twelve month period were Perth (-2.7%) and
Darwin (-7.4%) both of which have been in a sustained
downturn since 2014. While the rate of decline has
clearly tapered in Perth, Darwin dwelling values remain in
a consistent downwards trend.

Across the remaining capital cities, the annual rate of
growth has continued to slow in all cities except for
Hobart, where dwelling values are now 13.1% higher
over the past twelve months.

Outside of the capital cities, regional New South Wales
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(5.7%), regional Tasmania (5.5%), regional Victoria
(4.3%), regional Northern Territory (1.6%) and regional
Queensland (0.5%) have each recorded increases in
values over the past year. In regional South Australia
and regional Western Australia values have fallen by -
0.1% and -4.7% respectively.

With the recent value declines, most capital city and
regional markets are seeing values below their
previous end of month peaks. Nationally, values are -
0.8% below their September 2017 peak, with combined
capital city values -1.3% lower while combined regional
market values reached a new historic high last month.

Across the individual capital cities, Hobart is the only
city in which values remain at a historic high, with
values below their peak levels in Sydney (-3.7% since
July ‘17), Melbourne (-0.4% since November ‘17),
Brisbane (-0.1% since December ‘17), Adelaide (-0.2%
since December ‘17), Perth (-11.0% since June ‘14),
Darwin (-22.3% since May ‘14) and Canberra (-0.4%
since December ‘17). Across the combined regional
markets, values are at new record highs. However,
regional markets have fallen below their peaks in
regional Queensland (-4.9% since March ‘08), regional
South Australia (-4.7% since April ‘11), regional Western
Australia (-30.1% since Jan ‘08) and regional Northern
Territory (-8.8% since Oct ‘14).
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Houses Units

National National
Combined regional

Combined capitals

Combined regional
Combined capitals

Canberra Canberra
Darwin Darwin
Hobart |[IEREAE Hobart

Perth Perth
Adelaide Adelaide
Brisbane Brisbane

Melbourne [JEXT Melbourne
Sydney [JEXE4 Sydney

Although dwelling values have been falling over the past three months, rental rates have been increasing over
the same period. In fact, rental rates are higher over the year in all capital cities other than Perth and Darwin and within
all regional markets except for regional Western Australia. The markets experiencing the greatest increases in rents
over the past year have been Hobart (10.2%) which has recorded double-digit annual rental growth for the first time
since August 2009 and regional Tasmania (7.6%) which is experiencing the strongest rental growth since the end of

2008.
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Mr Lawless said, “With rental rates climbing at a time
when dwelling values are falling, the result is that gross
rental yields are starting to repair after a long period of
yield compression. In fact, at a national level yields have
not been as high as they are currently in 11 months.

Rental vyields are lifting from record lows in
Melbourne and Sydney “Throughout the last 12 months,
gross rental yields in Sydney and Melbourne have lifted
from historic lows. This is because value growth has
slowed, then fallen, while rental rates have continued to

In summary, nationally, dwelling values have been
either flat or declining since peaking in September last
year. After dwelling values fell by -0.3% in both December
and January, the -0.1% fall in February represents a
slowing of the falls. The slowing of these declines is
particularly evident in Sydney where values were -0.6%
lower in February following falls of -0.9% in both
December and January. Daily index data indicates that
most capital cities saw a deceleration of declines in the
second half of February.

“To date, the pullback in values has been quite moderate,
especially in light of how strong value growth has been
over recent years. There are a number of factors which
are likely to influence the direction of the market over the
coming months.”

Migration rates are supporting housing demand
CoreLogic observed that migration rates remained high,
however, increasingly residents of New South Wales are
moving interstate, particularly to Queensland. This shift in
interstate migration trends is easing demand for housing in
markets such as Sydney while demand from interstate
migration flows is picking up into Queensland, in particular
the south-east Queensland regions.

Labour markets are tightening The national
unemployment rate has been fairly steady over recent
months, whilst job creation has been broader based.
Unemployment rates remain higher than the national
average outside of New South Wales, Northern Territory
and Australian Capital Territory however, jobs growth has
picked up recently outside of these regions, particularly in
Queensland. Mr Lawless said, “Stronger labour market
conditions in regions where the cost of housing is more
affordable should help to boost housing demand in these
areas and potentially reduce demand in areas where
dwelling values are more expensive.”

First home buyers are supporting demand at the lower
value end of the market From a borrowing perspective,
first home buyers have surged back into the New South
Wales and Victorian housing markets, boosted by stamp
duty concessions that took effect on July 1. Additionally,
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rise. Although the increase in yields is gradual, gross
rental yields in Sydney are now at their highest level since
October 2016 and in Melbourne yields are the highest
they have been since September of last year.”

“Ordinarily, higher yields would be a factor attracting more
investment activity to the market, however a combination
of softer dwelling values, tighter credit and lower
sentiment will likely continue to dampen investment
participation in the housing market.”

less competition from the investment sector has likely
supported a rise in first home buyer buying. Importantly,
there are early signs that the stimulatory impacts of the
stamp duty concessions in New South Wales and Victoria
may be waning, as higher demand from first home buyers
has supported stronger market conditions across lower

price points, alleviating the benefits of stamp duty
concessions.
APRA benchmarks have been overachieved

Additionally, over the past month, some lenders have
reduced rates on investment loans; which may be
indicative of lenders freeing up some funds for the investor
segment, given lenders generally remain well below
APRA’s macroprudential growth ceiling and benchmarks.

Interest rates to remain low but will eventually lift from
their historic lows In terms of the cash rate, the futures
yield curve is currently showing financial markets aren’t
expecting a cash rate hike until May 2019. Mr Lawless
said, “Although higher interest rates are likely to be some
way off, the repeated commentary from the Reserve Bank
is around the higher probability of an interest rate hike,
rather than a cut.”

“With high levels of household debt and dwelling values
now starting to fall as well as tighter credit policies and a
prospect of higher mortgage rates down the track, it is
reasonable to expect that borrowers will be taking a more
cautious approach to taking on debt.”

“‘Overall the housing market has continued to see soft
conditions resulting in some slippage in housing values.
However, the rates of decline have flattened out over the
second half of February. The next couple of months
should provide a much clearer picture as to whether the
falls are set to continue, or if the market is in fact
stabilising. Considering the tighter credit environment, the
eventual prospect of higher interest rates and ongoing
housing affordability constraints, we expect housing
market conditions will remain sedate relative to previous
years. The reversal in capital gains has been mild to date,
a clear sign that macroprudential measures have removed
the heat from the market in a very controlled manner.”
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CoreLogic Home Value Index tables

Capitals Aggregate indices
Combined  Combined
Sydney Melbourne  Brisbane Adelaide Perth Hobart Darwin Canberra capitals regional National
Month -0.6% -0.1% -0.1% 0.0% -0.2% 0.7% -0.9% -0.3% -0.3% 0.4% -0.1%
QD Quarter -2.4% -0.4% -0.1% 0.1% -0.7% 3.2% -2.0% -0.2% -1.2% 0.9% -0.8%
_E YTD -1.4% -0.2% -0.1% -0.2% -0.5% 1.7% -1.1% -0.4% -0.7% 0.7% -0.5%
% Annual -0.5% 6.9% 1.8% 2.2% -2.7% 13.1% -7.4% 3.2% 2.0% 2.8% 2.2%
; Total return 2.5% 10.0% 5.8% 6.6% 1.2% 18.8% -2.2% 7.8% 5.4% 8.1% 5.9%
[a] Yield 3.2% 2.9% 4.4% 4.3% 3.9% 5.0% 5.9% 4.5% 3.4% 4.9% 3.7%
Median value $880,743 $723,334 $491,850 $433,354 $464,474 $416,840 $426,421 $588,616 $655,768 $360,854 $552,316
Month -0.8% -0.1% -0.1% 0.0% 0.0% 0.6% -0.2% -0.3% -0.4% 0.4% -0.2%
7 Quarter -2.7% -0.7% 0.0% 0.1% -0.4% 3.3% -0.6% 0.1% -1.3% 1.1% -0.8%
g YTD -1.6% -0.3% -0.1% -0.2% -0.2% 1.8% -0.1% -0.3% -0.8% 0.7% -0.5%
> Annual -2.0% 6.7% 2.3% 2.5% -2.9% 13.6% -7.1% 3.8% 1.5% 2.8% 1.8%
:lo: Total return 0.7% 9.4% 6.1% 6.8% 1.0% 19.3% -2.0% 8.2% 4.6% 8.1% 5.3%
Yield 2.9% 2.6% 4.2% 4.2% 3.8% 5.0% 5.7% 4.2% 3.2% 4.9% 3.5%
Median value ~ $1,041,791  $834,318 $533,308 $459,570 $486,306 $438,918 $475,210 $671,077 $694,478 $366,922 $567,705
Month 0.0% 0.2% 0.0% -0.1% -1.1% 1.2% -2.1% -0.6% 0.0% 0.5% 0.0%
Quarter -1.6% 0.4% -0.3% 0.0% -2.0% 2.8% -4.6% -1.2% -0.9% 0.0% -0.8%
ﬂ YTD -1.0% 0.0% 0.1% 0.2% -1.9% 1.4% -3.0% -0.8% -0.7% 0.5% -0.5%
'E Annual 3.0% 7.5% -0.6% 0.3% -2.0% 10.8% -8.1% 1.1% 3.6% 2.5% 3.4%
o ] Total return 6.8% 11.7% 4.3% 5.4% 1.7% 16.5% -2.7% 6.5% 7.7% 7.9% 7.7%
Yield 3.7% 3.9% 5.4% 5.0% 4.3% 5.1% 6.3% 5.5% 4.0% 5.2% 4.2%
Median value $760,814 $575,204 $383,007 $332,778 $403,921 $341,686 $342,646 $430,802 $578,244 $339,230 $516,197

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, CoreLogic 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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