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Which way next?
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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.

WESTPAC ECONOMICS 1



Promising upturn losing its way?

Matthew Hassan
Head of Australian Macro—-Forecasting

Dwelling approvals rose 3.2% in May, broadly in line with
expectations. The rise follows a 12% pull-back over the
previous three months that in turn was following a 23%
survey over the twelve months before that. The swings
have large centred on units with private detached house
approvals relatively stable. While the May gain suggests
the unwind is now over, there is now no clear direction to
activity.

Note most of the figures in the table and accompanying
charts show approvals in a rolling three-month average
basis to tone down the month-to-month volatility.

Private unit approvals led the monthly gain, rising
11.3%mth to be up 11.9%yr. That is despite a 30% pull-
back over the previous three months. The more granular
detail shows the swings have centred on the lumpy ‘high
rise’ segment. The latest month showed a jump in NSW.

Private detached houses posted a slight 0.5% gain in the
month. While the trend is positive it is not particularly
strong or convincing.

The state detail also points to mixed conditions and a
lack of direction. Setting ‘high rise’ approvals to one side,
the remainder shows solid double-digit annual growth in
non high rise approvals for SA, WA and Qld but a slower
pace in NSW and a modest decline in Vic. However, where
there has been growth, it has become more questionable
over the last six months, the main exception being SA.

Renovation approvals are also looking lacklustre. While
the value of renovation approvals posted a reasonable
3.2% in May, an improvement on the sideways drift over
the last six months, momentum is still unconvincing. The
picture around non-residential building is more positive
but also more volatile, the value of non-residential
building approvals dropping 22% in May but still up 20%+
on a rolling 3mth average basis.

On a combined basis, the total value of building approvals
(including residential and non-residential approvals and
higher average values across both segments) over the last
3mths is still up a robust 19%yr, with Vic, WA and SA all
tracking 30%+ gains. And for dwellings, the overall level
of approval numbers is still reasonably firm, tracking in
line with our forecast of around 175k for 2025 compared
to 170k in 2024 and 165k in 2025. That said, the lack of
direction for monthly approvals since the start of the year
suggest the growth pulse is fading. Interest rate cuts

may restart momentum over time, but this often takes a
quarter or two to have a meaningful effect on approvals.

Building approvals - May 2025

3mth %chg* %yr

3mth avg

latest Apr May Apr  May

141 —detached houses

Private houses 9,249 0.5 13 2.6

Private units

2.1
5,585 -44 -19.0 432 239

Public dwellings 271 -285 4.0 9.8 30.1

15,104 -2.3 -7.2 15.6
15,212 -4.1 3.2 8.0

Total dwellings

Total dwellings, mthly*
— units in 'high rise'A

— units in 'low rise'A
Renovations, $bn 1.194 1.0 1.7 6.2

Non-res., $bn

9.7
6.5
2,990 -125 -294 66.2 356
2,958 8.3 86 249 208
6.6
7.012 03 184 223 222

*figures for ‘total dwellings mthly’ are monthly and mthly%ch, all others are

rolling 3mth avg and 3mth%ch; Aall sectors, Westpac estimates
Sources: ABS, Westpac Economics
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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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Total dwelling approvals: by state
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Detached house approvals: by state
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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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