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Correction in full swing
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Australian dwelling prices
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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



Correction deepens, 'air pocket' risks intensify

Matthew Hassan
Head of Australian Macro—Forecasting

The Cotality home value index, covering all of Australia, fell
0.9% in August with downward revisions to the previous two
months shaving a further 0.7% off prices. The correction has
now seen prices decline 3.6% from their March peak. Annual
growth has slowed to 2.7%yr.

The detail shows the price correction is becoming more
widespread, Cotality reporting 93% of capital city suburbs
experienced falls in recent months. Sydney and Melbourne
continue to see more pronounced declines, albeit with the
latest month suggesting the pace of declines is no longer
accelerating. In contrast, price corrections look to have
accelerated slightly in most other cities and regional areas.
Across segments, unit prices and lower price tiers continue
to track slightly milder falls than houses and top tiers.

Note that seasonal variations have accentuated the price
weakness through the winter months. The cumulative 3.1%
decline over Jun-Jul-Aug is trimmed to 2.5% in seasonally
adjusted terms. This slight seasonal headwind typically turns
into a slight tailwind through Sep-Oct-Nov. Unless specified,
figures in titles, tables and the commentary below are in
non-seasonally adjusted terms, consistent with the ‘headline’
figures reported by Cotality. However, figures shown in charts
are in seasonally adjusted terms.

Preliminary estimates of turnover show rolling 3mth
volumes down 6.3%qtr in August and 15.2%yr. Cotality
have upgraded the process used to estimate the most recent
monthly sales, which used to be prone to upward revisions.
Interestingly, estimates for the Jul and Aug months point to
small rises in seasonally adjusted terms, following a big fall
in the Jun month. Other evidence from home loan enquiries
also suggests volumes may be stabilising at a low level. The
stabilisation picture is clearest in the Sydney and Melbourne
markets.

Looking at the price performance across different jurisdictions:

* Sydney again recorded the largest monthly decline, prices
down 1.4% in Aug after a downwardly revised 1.8% drop in
Jul. Even allowing for seasonality, the last 3mths has seen
prices tracking a 15-20% annualised pace of decline. All
segments and tiers recorded falls but with top and middle
tier houses still tracking a faster pace of decline.

¢ Melbourne prices declined 1.1%mth, previous months also
revised down slightly. Prices are down 4.7%yr and closing in
on a 3%yr low in level terms. 'Top tier' house prices are also
leading the way but relativities are wider across tiers with
prices even holding steady for 'low tier' units. Remarkably,
prices market-wide have seen no net gain since mid-2021,
and have only just kept pace with inflation since 2015.

Cotality home value index: August 2026

%mth %ann
May Jun Jul Aug | May Jun Jul Aug
Australia* -05 09 -12 -09 |84 67 47 27
seas. adjusted -05 -08 -09 -08| 84 68 47 27
- houses -05 -10 -13 -11 |90 72 51 29
— units -04 -0.7 -10 -05| 5.9 48 3.2 2.0
Major capital cities
Sydney -13 -15 -18 -14| 2.2 01 -23 -46
Melbourne -09 -14 -15 -11 |07 -12 -31 -47
Brisbane 00 -06 -12 -1.0 (181 16.2 13.6 10.8
Adelaide 05 -02 -0.6 -0.8 (122 116 103 8.6
Perth -0.1 -11 -13 -0.8|239 213 183 15.6
TurnoverA -25 -53 -7.7 -6.3 |-5.6 -12.2 -16.2 -15.2
* Australia-wide measure, covering both capital cities and regional areas.
Sources: Cotality, Westpac Economics.
A rolling 3mth total, %3mth and %ann ch, seasonally adjusted by Westpac.
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Dwelling prices: city groups and regional areas
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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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* Brisbane prices fell 1% in Aug with Jul's 0.6% decline

marked down to -1.2% and Jun's 0.3% gain revised down to
a 0.6% fall. The combined effect has taken the rolling 3mth
change to —2.7%qtr from a relatively mild previous estimate
of —=0.6%qtr in Jul. At 10.8%yr, annual growth is still solidly
positive but will fall sharply from here. The detail continues
to show relatively uniform declines across tiers and dwelling
types. Sales volumes are falling rapidly, tracking a 13%qtr
pace and down 24%yr. This is driving a rapid shift in what
was still an extremely tight market at the start of the year.

Adelaide dwelling prices declined 0.8%mth, annual growth
moderating to 8.6%yr. The price correction only began

in May and remains noticeably milder. That said, declines
accelerated through Jun-Jul and are becoming more
widespread with all sub-markets now seeing some slippage.

* Perth also recorded a 0.8% decline but with previous
months marked down sharply (July from flat to -1.3% and
June from —0.5% to —1.1%). At 15.6%yr, annual price growth
is still strongly positive but set to drop quickly from here.

As with Adelaide, the detail is also showing price slippage
across all sub-markets. The sales-listings balance is also
seeing a sharp whipsaw similar to Brisbane's.

The smaller capitals were again more mixed, price growth
still positive in Darwin (0.6%mth, 14.6%yr), relatively
resilient in Hobart (-0.2%mth, 8.1%yr) but weaker in
Canberra (-1.1%mth, —0.4%yr).

Auction clearance rates
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Dwelling sales: city groups and regional areas
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¢ Regional markets showed 0.5% declines in NSW Victoria,
and Queensland (which includes the Gold and Sunshine
Coasts). Annual prices growth remained in positive though,
in the 4-5%yr range in NSW and Victoria, and closer to
9%yr in regional Queensland.

Overall, the Aug update shows the price correction is
tracking more quickly and broadening. While seasonality is
accentuating the shift a little and sales volumes are showing
some tentative signs of stabilising at low levels this needs to
be set against a pattern of downward revisions that has seen
previous price estimates revised significantly lower.

As we noted last month, momentum has become the
dominating factor. Seasonal effects will turn positive in coming
months but, on their own, these are unlikely to act as a 'circuit
breaker'. Likewise, even with a stabilisation in sales volumes,
the pull back has caught some sellers on the hop with total
on-market listings rising sharply meaning buyers will have the
upper hand in most markets heading into Spring.

That all points to a clear risk that we see some 'overshoot'

to prices near term, especially if this mix coincides with any
additional interest rate increases (still not our base case).

How current weakness and the path of interest rates — both
actual and expected moves either way — impacts sentiment
will be a key area to watch from here, and will likely determine
whether conditions stabilise or we see another leg lower in the
correction.

Australian dwellings: sales and listings
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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
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Sydney, Melbourne dwelling prices: 3mth ann’d
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Brishane, Perth dwelling prices: 3mth ann’d
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Canberra, Darwin dwelling prices: 6mth ann’d
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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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