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Prices & Rents

House price expectations improve. Prices to rise 3.3%
(1.7% in Q4) next year and 2.8% in 2 years (1.9% in Q4).

House Price Expectations: NSW (%)
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New Property Market

Owner occupiers (28.9%) and local investors (21.4%) less
active in new property markets as foreign investors
reach new high (21%). All FHBs around 27% of market.

Buyers of New Property NSW: Current (% share)
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Demand for all types of new property improves in Q1
and remains “very good” across the board.

Demand for New Property NSW by Type: Current
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Alan Oster, Chief Economist
Tel: (03) 8634 2927 Mob: 0414 444 652

Rental expectations broadly unchanged; 0.9% tipped
next year (0.8% in Q4) and 1% in 2 yrs (unchanged).

Rental Expectations: NSW (%)
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Robert De lure, Senior Economist - Industry Analysis
Tel: (03) 8634 4611 Mob: 0477 723 769

Owner occupiers (29.6%) to maintain biggest market
share in next 12 months. Foreign buyers down slightly,
but still accounting for 19.5% of sales.

Buyers of New Property NSW: Nxt 12 mths (% share)
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Demand expected to soften notably for middle/outer
ring low and high rise apartments.
Demand for New Property NSW by Type: Next 12mths
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Dean Pearson, Head of Industry Analysis
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New Property Market (cont...)

The sustainability of house price gains and housing
affordability have now overtaken a lack of development
sites as the biggest constraint to new housing
developments in NSW, while concerns over construction
costs continue to ease.

Constraints on New Housing Developments: NSW
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——Interest Rates ——Tight Credit Development Sites

—— Sustainability of House Prices = Affordability ~—Construction Costs

—— Labour Availability
Existing Property Market
Market share of buyers of existing property broadly Owner occupiers (37.3%) and investors, both local
unchanged across all categories in Q1’15. Owner (26.5%) and FHBs (11.4%), expected to play a bigger role
occupiers (36.6%) and investors (25.8%) dominate. in established property markets next year.

Buyers of Existing Property NSW: Current (% share) Buyers of Existing Property NSW: Nxt 12m (% share)
70 70

FHB data prior to Q4'14 includes both FHB data prior to Q4'14 includes both

FHBs (owner occuipier) and FHBs (investor) FHBs (owner occuipier) and FHBs (investor)

NN NI/ NG,
o D\

| —
30
e D
10 P N S r——t
0 r T T T T T T T T T T T T T T T T T T
ST T T R T = o s T s T S T T S SR - R B B N B e L S S T S
———FHBs (owner occupier) = = =FHBs (investor) ———Owner Occupiers =———FHBs (owner occupier) = = =FHBs (investor) ———Owner Occupiers
Resident Investors Overseas Buyers Resident Investors Overseas Buyers
Demand for existing property improves most for all Outlook for demand in next year to be led by inner city
property located in the middle/outer ring, with a mild low rise, with demand next strongest for houses in the
softening in demand for all types of inner city property, = middle/outer ring. Demand for all established property
except CBD apartments. to remain “very good”.
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Existing Property Market (cont...)

Capital growth prospects for houses <$1m edged up at
all price points. Prospects for houses up to $750k rated
“very good” and “good” in $750k-$1mn range.

Prospects for premium houses have improved in the $1-
2mn range, but are slightly weaker above $2mn where
prospects were considered “fair”.

Capital Growth Prospects NSW: Houses <$1m Capital Growth Prospects NSW: Houses >$1m
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Capital growth prospects also improved for apartments
under $1mn, except in the $750k-S1mn range. Prospects
for apartments <$750k are now rated “very good”, and
“good” above $750k.

Capital growth prospects for all apartments above $1mn
were mildly weaker. Prospects for capital growth for
apartments between $1-2mn continue to be rated
“good” but only “fair” above $2mn.

Capital Growth Prospects NSW: Apartments <$1m Capital Growth Prospects NSW: Apartments >$1m
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Property professionals in NSW continue to cite house
price levels and employment security as the biggest
impediments to buying existing property, with a lack of
stock also a “significant” concern. Somewhat
surprisingly, property professionals were more
concerned about interest rates, despite the Q1 rate cut.

Major Constraints on Existing Property: NSW
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This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any advice contained in this
document has been prepared without taking into account your objectives, financial situation or needs. Before acting on any advice in this
document, NAB recommends that you consider whether the advice is appropriate for your circumstances.

NAB recommends that you obtain and consider the relevant Product Disclosure Statement or other disclosure document, before making any
decision about a product including whether to acquire or to continue to hold it.

Please click here to view our disclaimer and terms of use.
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