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Housing downturn deepens

Matthew Hassan
Head of Australian Macro—Forecasting

The Cotality home value index, covering all of Australia, fell
1.2% in October with slight revisions to previous months
again shaving a further 0.3% off prices. The correction

has now seen prices decline 6.7% from their March peak
with annual growth firmly in negative at -2.8%yr. Turnover
continues fall as well, down 22.5%yr. Housing-related

tax policy changes, interest rate rises and heightened
uncertainty have triggered a sharp contraction in markets.

The downturn is now comparable to the previous two
housing market corrections. Nationally, the downturn in
2022-23 saw prices decline 7.5% and turnover fall 29% peak
to trough. The 2017-18 correction saw prices fall 8.6% and
turnover by 24%, with larger falls in Sydney and Melbourne.

Note that unless specified, figures in titles, tables and
commentary 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 5.6%qtr in October, previous estimates again revised
lower. The monthly pattern suggests declines re-accelerated
through September-October after stabilising somewhat in July-
August. The RBA's interest rate rise in late September and a
further expected tightening likely contributed to the shift.

The detail shows Brisbane and Perth are now leading the

way in terms of monthly price declines although corrections

to date remain significantly larger in Sydney and Melbourne
while smaller capitals and regional areas continue to see much
milder downturns. Across price tiers, all segments are now
showing similar rates of decline after top price tiers had seen
a more pronounced and earlier downturn. 'Top tier' segments
have tended to lead recent price cycles.

Looking across jurisdictions,

e Sydney prices dropped 1.6% in October having averaged
similar-sized declines over the previous five months. While
all segments and tiers continue to record falls, the last few
months has seen the pace of decline moderate a touch in the
top tier segments that have led cycles in the past, although
they are still a long way from stabilisation.

* Melbourne prices declined 0.8%mth, in line with
September's move and continuing the slower pace of
retreat. As noted, this likely reflects the weaker starting
point coming into the correction, prices already at 5% year
lows. Interestingly, the detail shows the moderation in price
declines in recent months has been more pronounced for
'top tier' units where prices are back where they were in
2016.

Cotality home value index: October 2026

%mth %ann
Juu Aug Sep Oct | Juu Aug Sep Oct
Australia* -14 -14 -13 -12 | 46 22 -03 -28
seas. adjusted -1.2 -12 -12 -13| 46 22 -02 -28
- houses -15 -15 -14 -14| 50 24 -03 -30
— units -1.2 -09 -11 -0.8| 3.0 1.4 -04 -22
Major capital cities
Sydney -19 -16 -15 -16|-23 -48 -71 -94
Melbourne -15 -12 -08 -08|-29 -46 -6.1 -76
Brisbane -18 -21 -21 -2.0 (130 89 47 04
Adelaide -03 -10 -17 -12 (109 91 63 37
Perth -19 -20 -21 -17|179 138 88 3.9
TurnoverA -84 -89 -58 -5.6 |-18.2 -19.6 -20.2 -225
* 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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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 are tracking a very fast rate of decline

that is also seeing large downward revisions. Prices fall

2% in October with September and August now both
showing 2.1% falls, revised down from 1.5% and 1.6%
respectively (August having previously been estimated at
just 1%, July's move having seen a similar series of revisions
-1.2% to —1.8%). The combined effect has taken the rolling
3mth change to —6.1%qtr from —4.7%qtr last months and
—2.7%qtr in August and —0.6%qtr in July. At 0.4%yr, annual
price growth has virtually stalled flat having run at 18%yr as
recently as May. All tiers and segments are recording similar
rates of decline.

Perth is seeing something very similar, prices dropping a
further 1.7% in October, with September's decline revised
down to 2.1% from —-1.2% and August's to 2.0% from -1.7%.
At 3.9%yr, annual growth is still positive but off steeply
from the 24% pace back in May. As with Brisbane, all tiers
and segments are recording similar rates of decline.

Adelaide dwelling prices posted a somewhat milder 1.2%
decline in October, , September's —1.3% decline marked
down to —1.7%. Annual price growth slowed to 3.7%yr,
similar to Perth's but with less of a whiplash from strong
gains to large declines. Turnover has also been much
steadier, sales holding flat over the last three months and
down just 12.4%yr.

Auction clearance rates
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Dwelling sales: city groups and regional areas
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* The smaller capitals were again more mixed, price growth
still positive in Darwin (0.6%mth, 9.7%yr), relatively resilient
in Hobart (+0.5%mth, 5.5%yr) but weaker in Canberra
(=0.7%mth, —3.7%yr).

¢ Regional markets showed a 0.9% decline in Qld but slightly
milder declines in NSW (-0.7%) and Victoria (0.6%). Annual
prices growth is in the 1.4-3.5%yr range.

All up, the October updates make for bleak reading. With the
RBA widely expected to raise interest rates again, the near
term outlook remains very challenging. Next week's consumer
sentiment update will show how this is shaping housing-
related sentiment — so far, consumer price expectations have
weakened but stopped short of swinging to the clear negative
consensus that emerged in the 2022-23 correction. That now
looks to be at risk. Either way, momentum looks set to remain
weak into year-end and, barring a significantly improved
inflation and interest rate outlook, well into 2027.

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
from these forecasts.
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Sydney, Melbourne dwelling prices: 3mth ann’d
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Adelaide, Hobart dwelling prices: 6mth ann’d
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Brishane, Perth dwelling prices: 3mth ann’d

% %
45 1 SN x  —Brisbane—Perth comiea | 40
35 - L
changes
25 4 55 L 25
15 4 + 15
5 Y L 5
‘ *all dwellings, seasonally
15 s -5
_25 : : Sources‘ Cotality, &“/estmac [co‘rvum\cs ‘ _25
Oct-18 Oct-20 Oct-22 Oct-24 Oct-26

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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