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Rate cut a welcome ‘shot in the arm’ for some markets

Matthew Hassan
Head of Australian Macro—Forecasting

The CoreLogic home value index, covering the eight major
capital cities, rose 0.3% in February ending a string of
declines over the previous four months. Daily price measures
show the RBA's February rate cut was a material ‘shot in the
arm’, especially for the struggling Sydney and Melbourne
markets, although seasonality may be exaggerating

the impact on both prices and auction clearance rates.
Preliminary estimates also suggest turnover posted a solid
rebound in February, coming off a material decline over the
previous three months.

As always, housing-related data should be treated with extra
caution around the Christmas-New Year period due to thin
trading and seasonal variations in prices. Note that, unless
specified, the figures in titles, tables and commentary below
are in non—seasonally adjusted terms, consistent with the
‘headline’ figures reported by Corelogic. Figures in charts are
in seasonally adjusted terms.

Prices tick up

The February detail showed a more pronounced turnaround
in Sydney and Melbourne prices, a similar performance
across houses and units but lower-price tiers continuing to
outperform both nationally and within sub-markets.

Around turnover, preliminary estimates point to a solid 5%+
gain in the February month in seasonally-adjusted terms,
paring back some of the weakness seen in previous months
which were also revised higher (quarterly pace in Jan is now
—6.4%qtr compared to previous estimated in the -9-10%qtr
range). The picture across the major capitals cities still shows
a bigger pull-back in sales than in new listings pointing to
some rebalancing between supply and demand.

Sydney prices rose 0.3% in February, following average
declines of 0.5%mth over the previous four months. Annual
growth has slowed to just 1.1%yr. ‘Top tier’ houses, which
were coming off a weaker starting point, have seen a sharper
turnaround.

Melbourne’s turnaround has been even starker, the 0.4%mth
lift in February following ten consecutive months of declines
that have averaged —0.6%mth over the last four months.
Prices are still down —3.2%yr. All tiers and segments recorded
gains in the month.

Brisbane bucked the wider trend, price growth moderating in
the month, up 0.2% in February vs 0.5% in January. At 9.7%yr,
annual growth dipped below 10% for the first time since
October 2023. Top tier house prices dipped in the month, ,
units outperforming, particularly the middle and lower tiers.

CoreLogic home value index: February 2025

%mth %ann

Nov Dec Jan Feb | Nov Dec Jan Feb
Australia* -0.2 -05 -01 03 |53 44 38 32
seas. adjusted 00 -01 01 01|53 44 38 33
— houses -0.2 -05 -02 03 |59 49 42 36
— units -02 -04 -01 03|33 27 25 21
Major capital cities
Sydney -05 -08 -03 03|32 23 17 11
Melbourne -04 -09 -05 04 (-22 -28 -31 -3.2
Brisbane 04 02 05 0.2 (119 112 106 9.7
Adelaide 05 07 01 03 (138 13.2 123 119
Perth 00 -02 02 03 |201 17.8 16.3 143
TurnoverA 19 -18 -64 -93| 88 77 16 -43

* combined capital cities
Sources: CorelLogic, Westpac Economics.
A rolling 3mth total, %3mth and %ann ch, seasonally adjusted by Westpac.
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Adelaide recorded a 0.3%mth price gain in February, ticking up
from a subdued 0.1% rise in January. Annual growth remains
strong at 11.9%yr, lower tier houses and units continuing to
outperform.

Perth prices also rose 0.3%mth, annual growth moderating to
14.3%yr but tracking a sub-5% annual pace over the last three
months. Lower tier units are the main area seeing gains.

Note that daily price measures for the five major capital city
markets show a clear lift around the time of the February RBA
decision that is particularly pronounced for the Sydney and
Melbourne markets (see chart below).

Across the smaller capitals: Hobart prices rose 0.4%mth but
were still down —0.3%yr; Canberra prices ticked up 0.2%mth
but were still down —0.9%yr; and Darwin prices dipped
0.1%mth, annual growth still firm at 1.5%yr.

Regional showed less of a response to the rate move, holding
flat in regional Vic and ticking up 0.2%mth in regional NSW
(down =2.2%yr and up 2.5%yr respectively). Price gains
slowed in regional Qld (+0.5%mth, +9.7%y).

It should be noted that seasonality has accentuated price
moves in recent months — with a slight softening into year-end
that typically starts to unwind in February. This likely reflects
sellers seeking urgent sales into year end just as the holiday
period is seeing buyers dry up.

CoreLogic dwelling prices, daily measures
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Conclusion

Overall, the February update shows an unambiguous response
to the RBA interest rate cut. Gains are not particularly strong
but —in non-seasonally adjusted terms — broadly similar to the
response seen in 2019 when the RBA cut rates in June, July
and October.

Auction markets have also shown some response although
again itis clouded somewhat by seasonality which often sees
firmer clearance rates at the start of the year (see chart below).

We should get more clarity on momentum in coming weeks as
we move well clear of seasonal issues. The degree of ‘follow-
through’ to February’s rise will be an interesting gauge of
sentiment and both the extent and depth of ‘latent demand’.

As our just-released Housing Pulse report sets out, there
does look to be a significant potential pool of buyers looking to
become active in 2025, with rate cuts likely to be an important
catalyst. Supply is also, in general, tight with any substantive
rise in new dwelling completions still some way off for most
markets. However, affordability remains very challenging
across the board and will only improve marginally under a
gradual and moderate easing in interest rates.

On balance, we expect the mix to see prices take another leg
higher but with gains heavily constrained by the high starting
point.

Auction clearance rates: Sydney, Melbourne
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Across the smaller capitals: Hobart prices were flat in the
month, down —0.4%yr; Canberra prices fell another —0.5%mth,
annual growth ticking down to —0.5%yr; but Darwin posted a
decent 0.6%mth gain, annual growth holding at slight positive
at 0.9%yr.

Regionally, prices basically held flat in regional Vic and
regional NSW (down —2.6%yr and up 2.9%yr respectively),
but continued to firm in regional Qld (+0.7%mth, +10.3%y).

Preliminary estimates of sales volumes remain problematic
due to the pattern of upward revisions. Current estimates have
volumes down 10.5%qtr in January. Our estimates — shown in
the charts and tables in this note — suggest this is likely to be
pared back to a still large 9.4% decline. Previous estimates
have been upgraded slightly, in line with our estimates.

Even with some further upward revisions, turnover looks to
have fallen substantially since late 2024 (over and above the
usual seasonal pull back). That in turn the ‘balance of power’ is
tilting back from sellers to buyers, adding to the soft near term
price outlook.

Conclusion
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Overall, the January update is very much in line with

the picture presented late last year, with market activity
weakening into the close, prices continuing to slip in the large
Sydney and Melbourne markets and growth moderating in the
medium-sized capital cities. Indeed, its fair to say given the
very light trading conditions in January that the update largely
reflects the pre-existing momentum from late last year rather
than any new developments in 2025.

How markets are shaping up in the new year should become

clearer in coming weeks, with an important read on the buyer
mood due with the next consumer sentiment update on
February 11 and the reopening of auction markets over the

next three weeks — a period that is now widely expected see

the first RBA interest rate cut as well. For what it’s worth,
the very tentative early signs show clearance rates opening
around 65%, up on the 55-60% level they left off late last
year but prone to being 2-3pts higher in January due to
seasonality.
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should not act or rely on this communication or any of its contents.
In the same way, the information contained in this communication is
intended for “eligible counterparties” and “professional clients” as
defined by the rules of the Financial Conduct Authority and is not
intended for “retail clients”. Westpac expressly prohibits you from
passing on the information in this communication to any third party.

This communication contains general commentary, research, and
market colour. The communication does not constitute investment
advice. The material may contain an ‘investment recommendation’
and/or ‘information recommending or suggesting an investment’, both
as defined in Regulation (EU) No 596/2014 (including as applicable

in the United Kingdom) (“MAR?”). In accordance with the relevant
provisions of MAR, reasonable care has been taken to ensure that the
material has been objectively presented and that interests or conflicts
of interest of the sender concerning the financial instruments to which
that information relates have been disclosed.

Investment recommendations must be read alongside the specific
disclosure which accompanies them and the general disclosure which
can be found here. Such disclosure fulfils certain additional information
requirements of MAR and associated delegated legislation and by
accepting this communication you acknowledge that you are aware of
the existence of such additional disclosure and its contents.

To the extent this communication comprises an investment
recommendation it is classified as non-independent research. It has
not been prepared in accordance with legal requirements designed

to promote the independence of investment research and therefore
constitutes a marketing communication. Further, this communication
is not subject to any prohibition on dealing ahead of the dissemination
of investment research.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the
forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially

from these forecasts.
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