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Houses in Western Australia are among the most affordable....

Median price-to-income ratios by state/territory & capital city/rest of state: December 2023

median household  median house median price-to-

States and territories , : . :
gross annual income sales price income ratio

in 2022$ in 2022%

* Median price-to-income ratios are lower
in Greater Perth than anywhere except

Sydney 131,526 2 1,650,047 1 12.5 .

Melbourne 121,495 4 1,115,575 2 9.2 Darwin

Hobart 103,692 ¢ 783,871 5 7.6 .

Brishane G . 25 * Rest of WA is one of the more affordable
Canberra 152,640 1 1,069,554 3 7.0 regional markets

Adelaide 109,838 7 721,880 & 6.6

[Perth 115,938 © 666,374 7 5.7 | * Overall, WA is relatively affordable when
Darwin 124,819 3 607,434 & 4.9

All capital cities 122,356 1,057,916 8.6 compared to the rest of the country

Rest of NSW 95,529 3 741,230 1 7.8

Rest of QLD 89,604 © 638,908 2 7.1

Rest of TAS 78,793 s 538,799 5 6.8

Rest of VIC 94,508 4 607,228 4 6.4

| Rest of WA 96,234 2 447,392 7 4.6 |

Rest of SA 85,485 / 378,571 & 4.4

Rest of NT 105,969 1 460,355 © 43

All regions 92,247 626,505 # 6.8
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But mortgage affordability is coming under pressure from rising interest rates ....

Share of median income to service repayments: by median sales price & lending rates/term

States and territories share of income required to service variable mortgage * There are fears of a ‘perfect storm’ of

10% deposit, 30 year term 30% deposit, 25 year term heightened financial vulnerability for
new lenders during 2023

Sydney 60.8 727 856 528 616 712 . .

Melbourne 44.5 53.2 62.7 38.6 45.1 52.1 * The dlfference In repayment rates for

Hobart 367 438 516 318 371 429 new loans for borrowers coming to the

Brisbane 34.9 41.8 49.2 30.3 354 40.9 . .

Canberra 34.0 40.6 47.8 29.5 34.4 39.7 end Of thelr flxed rate prOdUCt has

Adelaide 3.9 381 449 276 323 373 widened to 2.8ppt

Perth 27.9 33.3 39.2 24.2 28.2 32.6

|'I:J_arwm 736 78.2 33.2 70.5 73.0 77.6

All capital cities 41.9 50.1 59.0 36.4 42.5 49.0

Rest of NSW 37.6 45.0 53.0 32.6 38.1 44.0

Rest of QLD 34.6 41.3 48.7 30.0 35.0 40.4

Rest of TAS 33.2 39.6 46.7 28.8 33.6 38.8

Rest of VIC 31.2 37.3 43.9 27.0 31.6 36.4

Rest of WA 22.5 27.0 31.7 19.6 22.8 26.4

Rest of SA 21.5 25.7 30.2 18.6 21.7 25.1

Rest of NT 21.1 25.2 29.7 18.3 21.3 24.6

All regions 32.9 39.4 46.4 28.6 33.4 38.5
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What can fixed-rate borrowers expect when their loan product comes to an end?

RBA cash rates, CPIl and fixed and variable mortgage rates for loans

There are fears of a ‘perfect storm’ of
heightened financial vulnerability for
new or recent borrowers during 2023

The difference in repayment rates
between existing and new loans for
borrowers coming to the end of their
fixed rate product has widened to 2.8ppt

Cash and lending Rates (%)
Annual price inflation (%)

® Price inflation looks to be on the turn but
there is still some way to go to get back
to the 2-3 per cent target

Sep 2019
Dec 2019
Mar 2020
Sep 2020 | Tt
Dec 2020
Mar 2021
Jun 2021
Sep 2021
Dec 2021
Mar 2022
Jun 2022
Sep 2022
Dec 2022
Mar 2023

RBA Cash Rate

Outstanding Fixed-Rate Loans (<3 Years)
e e Variable-Rate Home Loans
s N ey Fixed-Rate Loans (<3 Years)



Emerging evidence of heightened mortgage stress....

Mortgage delinqguency rates by type of lender and

Delinquency rates over time, by vintage of loan * Moody’s RMBS data capture mortgage
delinquency as a share of the current RMBS
16 balance — split by month since loan
14 establishment and loan vintage

12 * The data show a worrying uplift in mortgage
delinquency rates for 2022 vintage loans
compared to earlier loan vintages

1.0

g o8 * Excess delinquency rates look to be kicking
g 08 in between 6 and 9 months after

§ 0.4 establishment of loan for 2022 vintage

ﬁ 0.2 * Keystart found an uptick in loan arrears

;-2 R approximately 5 months after the rate rise
é 0 3 6 9 12 15 18 21 24 27 30 33 36 CyC|e Started in May 2022

Months since establishment of loan

2013 2017 2020 2021 2022
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Emerging evidence of heightened mortgage stress....

Mortgage delinquency rates by type of lender and vintage of loan

Share of RMBS (mortgage-backed)
securities by type of loan issuer (%) ®* There has also been a shift in the balance
of RMBS loans by lender type

®* The share of loans from Non-Authorised
Deposit-Taking Institutions (non-ADls)
has increased over time:

* 1.9 per cent for 2020 vintage loans

* 5.9 percent for 2022 vintage loans

= Major Banks m Regional ADIs
m Other ADIs = Nan-ADls
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Home ownership is strong in Greater Perth, less so in the regions

WA regional median house rents: 2017 to 2023
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Rest of
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75% 72% 73%

o

Rest of Vic. Rest of Qld Rest of SA Rest of WA Rest of Tas. Rest of NT

B Ownership HRented

* Home ownership rates are higher in Greater Perth than any other capital city.

* Home ownership rates are lower in the rest of WA everywhere but NT
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Renting is growing in other capital cities, ownership is holding steady in Perth

10 year change in dwelling tenure

6.0 3.0
S

4.0 a 2.0
3 ﬁ
g 4.7 5
g 20 3.4 - § 1.0 45 1.9
S oo 06 | S 5l 11
s -11 1.6 E 0.0 ——
3 0.4 33 ) -0 -0.9
c -20 0.9 &
o 5 -0.4
S -40 5
@ [g]
5 QL -20
5 6.0 =
> Greater Perth Greater Greater Greater Greater -3.0
= Sydney Melbourne Brisbane Adelaide Rest of WA Rest of NSW  Rest of Vic. Rest of Qld Rest of SA

B Owned outright ®Owned with mortgage M Rented M Other B Owned outright ®Owned with mortgage M Rented m Other

Source: ABS Census data

®* Home ownership has increase by 0.5% in Perth. Contrast with a fall of 4.8% in Sydney

* Rates of home ownership have increased in regional WA
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Properties flying off the shelves with sales volumes dropping over the past year

Number of days on market and sales volumes: Greater Perth and regional WA: 2017 to 2023

100 i 5,000

* Sales volumes have dropped in Western
Australia over the last year:

90 i A 4

0 W_ 'y ¥ Yww | 4,000
70 .

60

* by around 16 per cent for Perth and

* by 30 per cent in regional WA

50

40 \ \ o ) 2,000

30

* Properties available for purchase now
average 22 days on the market in Perth,
down to a third of pre-pandemic levels

Number of days on market

20

Volume of house listings (1 month)

1,000
10 * Properties remain on the market for
0 longer in regional WA but the number of

days on the market has still halved

Jan 2017
Jul 2017
Jan 2018
Jul 2018
Jan 2019
Jul 2019
Jan 2020
Jul 2020
Jan 2021
Jul 2021
Jan 2022
Jul 2022
Jan 2023

Sales volumes - houses/units Greater Perth
Sales volumes - houses/units WA Excluding Perth
s Days on market - houses/units Greater Perth

s Days on market - houses/units WA Excluding Perth
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Where are the dwelling completions?

Dwelling approvals, commencements, completions and under construction

Dwelling commencements and completions in WA Dwellings under construction in WA

10,000 30,000
=
9,000 =
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8,000 - o %>
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2 7,000 2 20,000
) | =}
%6,000 ‘E
15,000
% 5,000 s
S 4,000 /8
o & / % 10,000
£ 3000 '\/A\/-\V S
, 4
Z (%]
2,000 205,000
1,000 g 0
0 ° 39023 IaLgessgggagesasy
OO0 0O O0OO0OO0OO0OO0OO0OO0OO0OO0OO0OO0OOOOOoOOoOOoO O
I R e - e B B B A S AR AN A NN AN ANANANNANNANNAQA
O O O O O O O O 0O O 0O 0O 00000 oo o o o S0 - 0 - 0 - 0 - 0O - O - 0 - o - o - o - o
NN NNNNNNNNNCSNQSNCSNQNQNQA © o0 9 8 08 g ®8 98 g8 ¢ 0® g8 ¢ &8 ¢ O @
[ o MR S o SN S W S S S o W S« ST SN o S ST o S S o W S o W S o S VSN SN SN S0NS NSNS nNSnSunSoun
S v 8 08 08 v vl 0l vl vl 0l v 8 o
S DI NDZITNDSITNDSINDZSINDSINDSINZSNZSNSON ) )
) B Houses M Other residential
Approvals es===Completions e====Commencements

* The surge in commencement will eventually become completions

* Qver 27,000 dwellings were under construction at the end of 2022
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WA'’s construction sector is facing a shortage of finishing trades

Counts of construction sector occupations (2021) and excess demand for workers

Growthin Employment NSC NSC
Census 5year :
: : : : internet growth less future  labour
Construction Occupations in Western Australia count change 0 |
2021 (%) vacancies vacancies dem.and mar.ket
(%) growth (count) rating rating
Electricians 9,126 -0.2 +22.7 -140 Strong S
| Carpenters and Joiners 7,219 2.7 +21.9 -230 Soft S |
Construction Managers 6,352 +2.3 +33.2 +36 Moderate S
Plumbers 6,243 -3.9 +7.0 -263 Soft S
Architectural, Building and Surveying Technicians 4,745 +7.6 +7.2 +319 Moderate NS
|Painting Trades Workers 3,692 -6.6 +0.0 -261 Soft s |
Building and Plumbing Labourers 3,529 +9.6 +16.3 +276 Moderate NS
Bricklayers and Stonemasons 3,334 -17.3 -8.0 -696 Soft S
Structural Steel Construction Workers 2,600 -2.6 -13.2 -48 Moderate NS
Earthmoving Plant Operators 2,551 +0.2 -0.8 +8 Moderate NS
| Plasterers 2,522 -31.8 +42.8 =1l 378 Moderate S I
Structural Steel and Welding Trades Workers 2,271 -4.3 +2.0 -112 Moderate NS
Concreters 2,171 -0.5 +17.0 -15 Moderate NS
|Wa|l and Floor Tilers 1,858 -18.7 +23.4 -429 Moderate S |
Gardeners 1,824 -8.4 +18.6 -188 Moderate S
Contract, Program and Project Administrators 1,762 +9.4 +37.6 +62 Strong NS
Truck Drivers 1,663 +12.8 +6.4 +162 Moderate S
Handypersons 1,539 -5.5 +32.4 -117 - -
Metal Fitters and Machinists 1,330 -1.9 +22.3 -176 Moderate NS
Civil Engineering Professionals 1,321 +14.9 +48.0 +1 Moderate S
Total 111,860 +1.4 +25.6 -5,046

@) bonkvest | [ (NI



Where is the multi residential supply?

Building approvals compared across WA and NSW

WA NSW
35,000 80,000
= 30,000 — 70,000
g 2 o B
8 25,000 3 60,000 S B 2
- - [32) 00 ™~
- 42 50,000 o I~ o 0 R
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a 2 40,000 N B
& 15,000 in o 3
< Q 2 wn < 30,000 5
€ 10000 I BB o = = =
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@ 5,000 3 S a @ 10,000 {5 Qg S M H K
~
—l
0 0
~ o < LN (o) ~ 0 [e)) o — ~ o o < LN (o) ~ (o] [e)] o — o~
— — — — — — — — ~N ~ ~ — — — — i — - - [\ o (o]
R ]R8 R ] ®R ® & & & & &§ R & & & & & & & & & &7
® Houses m Semi-detached m 3 story walk up B Apartments H Houses B Semi-detached W 3 story walk up B Apartments

Source: ABS Building activity, Australia April 2023

* Home ownership has increase by 0.5% in Perth. Contrast with a fall of 4.8% in Sydney

* Rates of home ownership have increased in regional WA






Rental cost pressures have escalated across WA....

Perth median house/unit rents: 2019 to 2023

€00 66577 8% * Median weekly rents in Perth have
5o o % mqeased by $150 per week since
E mid 2020
= 500 470 6%
3 436 20 S * Rents are now:
w 450 413414 416 417 420 42° 5% 3
7 a3 « $577 for all houses and
400 4% =
et 360 419 ™
© 340 340 3°0 350 349 39g 408 = e $520 for 3-bedroom house
S 350 370D 3% =
< 340 353 * Rental vacancy rates across WA
5 300 393325327 327 328 333 2% _ s
L remain punishingly low
S EEEEEEEEEFE B R
N NN N NS SO 8 &4 8 S8 5 4 6 5 o © 0.7 per cent currently
200 0%
R N o g gy e 1 per cent or under for (more
Ry Qé;s\ SEFFE TR EE R or less) for two and a half years
REIWA - vacancy rate === Corelogic - weekly median rents (all houses)

e=fl== Corelogic - weekly median rents (all units) ==fB==REIA - weekly median rents (3 bed house)
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Rental cost pressures have escalated across WA’s regions.....

WA regional median house rents: 2017 to 2023

Median house rents ($)

900

800

700

600

500

400

300

200

Dec 2017
Mar 2018
Jun 2018
Sep 2018
Dec 2018
Mar 2019
Jun 2019
Sep 2019
Dec 2019
Mar 2020
Jun 2020

Greater Perth
Bunbury
Geraldton
Port Hedland

Dec 2020
Mar 2021
Jun 2021
Sep 2021

Busselton
Kalgoorlie
Rest of WA

Karrath
Port Healand

Broome

Busselton
Greater Perth
Kalgoaorlie
Bunbury
Albany

Geraldton
Esperance

L B I o I o
[ I I o O Y B |
oo o Q Q
[ I o I o B Y I
U = - o o
] @
as =¥ a
Broome
Esperance
Karratha

Rental cost pressures have risen
across the board in regional
areas, but are especially acute in
certain regional areas —
Busselton, Broome, Karratha,
Port Hedland and Kalgoorlie.
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Rental cost pressures have escalated across WA's regions.....

Average (12 month) monthly rental listings volume: WA regions, 2017 to 2023

* Rental cost pressures have risen
across the board in regional
areas, but are especially acute in
certain regional areas —
Busselton, Broome, Karratha,
Port Hedland and Kalgoorlie.

5,500 240

5,000 220

4,500 200

4,000 180

160
3,500
3,000
120
200 * Rental cost increases have been

driven to a large extent by the
precipitous drop in available
rental stock — in tourism and
mining areas as well as other

2,000
1,500

1,000

Average monthly house rental listings - Perth

500

Average monthly house rental listings - WA regions
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...but rental cost pressures are far more serious for lower income families

Share of income paid in house rent for median and lower income families: December 2022

(a) median rental cost burden {b) LQ rental cost burden

* Median private rental costs
are largely affordable for
most of Greater Perth

e But lower income families
in Perth pay a far larger
share of income towards
even lower-priced rental
properties in their localities

Rental costs

by WA suburh:
December 2022 quarter
| insufficient data
I less than 15pct
[ 15pct to 20pct
[ 20pct to 25pct
[ 25pctto 30pcl
| 30pctto 35pct
| 35pctto 40pct
| 40pct to 45pct
[ 45pct to 50pct
[ 50pct to 55pct

I 55pct to 60pct e o . - . I 7 7 ki
I ore than 60pct . o ’ | : bankwest % Curtin University




Rents take at least 9 months to respond to higher vacancy rates....

Median rental costs and vacancy rates: 2009 to 2022

—~  $500 8 . . : :
*—3- * There is a clear and leading relationship
§ $475 7 between vacancy rates and rental costs
L —_—
T $450 6 X e« |ttakes between 6 and 9 months for rental
€ g
S saxs 5 & costs to fall once rental vacancy rates start to
5 Z increase
8 $400 4 G . :
N § * Even if rental vacancy rates increased
L 3375 33 tomorrow, we wouldn’t see rental costs
=] =
c
o $350 2 E come down for at least 9 months
c
S $325 1 * We’re unlikely to see much relief for private
0 .
> 4300 0 renters for at least the remainder of 2023
O O &N NN S N W ™~ 0 o0 O N
o i i i i — i i i i i o~ ) o~
o O O O O O O O O O o O O O
NN AN N NN NN NN NN NN
(8] o o o 8] (8] Qo o L8] [ &) o Qo o L8]
()] (o8] 1] L L ()] [1F] 1] 1] [} j] [1F] 1] 1]
O 000 o0 000000 o0o0anN
=== Perth rent (median) e Perth vacancy rate
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Private renters are struggling to save

Proportion of renters able to save/invest after paying rent

D
o

e Chart compares outcomes across
3 BCEC surveys and the AHCDI
survey

u
o

48.0

@)
~ o
"l o o~
o (o))
wn
o™
NSW

40 * Ability to save in WA peaked in

2021. Covid-19 support payments
helped

30

20 * Big drop in households ability to
save in 2022. Increasing rents are
to blame.

Sahre of respondents (%)

=
o

QLb

m2017 m2019 m2021 w2022

* Proportion likely to have declined
further following additional rent
increases

Source: Australian Housing Conditions Data Infrastructure survey. ARC, University of Adelaide.
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Dwelling satisfaction is affected by affordability and housing conditions

Dwelling satisfaction, affordability and housing conditions ratings

80 90%
70 80%
70%
60%

50%
<
< ~ 40%
: o)

G 30%
< 20%

& )
E >

0%
Satisfied Neither satisfied or Dissatisfied Satisfied Neither satisfied or Dissatisfied
dissatisfied dissatisfied

Share of respondents (%)
o
o

m Affordable  m Neither affordable or unaffordable ~ m Unaffordable W Good or better M Average HPoor or worse

Source: Australian Housing Conditions Data Infrastructure survey. ARC, University of Adelaide

® Qver a third of households in unaffordable ®* 65% in poor quality housing are dissatisfied
housing are dissatisfied with their dwelling. with their dwelling.

* |s dwelling quality more important than affordability?
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Dwelling condition affects health outcomes. Conditions worse for indigenous HH

Dwelling conditions and mental health ratings.

100%

90%
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20
40%
15
0,
30% 10
20% 5
10% 0
0% Excellent Good Average Poor Very poor
Good or better Average Poor or worse o Identify as Aboriginal and/or Torres Strait Islander
M Excellent ®mVerygood M Good M Fair MPoor W Do not identify as Aboriginal and/or Torres Strait Islander

Source: Australian Housing Conditions Data Infrastructure survey. ARC, University of Adelaide.

* Poor mental health outcomes are strongly related to dwelling conditions
* 17.5% in poor quality housing rate their mental health as poor. Just 4.4% in excellent condition housing
* Ratings of housing condition are lower for indigenous households. bankwest | [ [Satra



Renters face a wealth of issues — poor quality housing among them

Issues faced by renters in Australia

State or A Someone
Territory community notin

housing housing the same
authority provider household

A real
Rented estate
agent

Restrictions on how you want to use your premise (such

as hanging pictures, not allowing pets) 247 30.5 10.5 21.3 14.2
Leaks, flooding or plumbing problems 345 353 34.6 31.4 33.7
Electrical problems (such as fuse blown, faulty wiring) 19.3 19.4 20.6 18.9 19.7
Difficulties keeping the house cool or warm 37.0 37.0 47.4 39.7 355
Delaus from the landlord or property manager taking

actions on issues raised R S = d — e
Unjustified rent increadses 13.8 16.9 8.7 12.5 76
Noise from adjoining flats/neighbours 28.0 27.8 36.0 32.2 233
Noise from outside (such as traffic or construction) 27.9 28.9 27.8 28.3 247
Issues with pests (such as termites, rodents,

cockroaches, ants) 28.7 26.7 39.0 32.5 29.2
No/limited visitor car parking space 224 34.6 19.0 22.8 17.1

bankwest [ TSR

Source: Australian Housing Conditions Data Infrastructure survey. ARC, University of Adelaide.



Lack of sustainability features add to rental cost pressures

Difference between sustainability features for owners and renters
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Rainwater Battery power Charging  Awningsand Insulation  Solar panels Solar hot Double glazing

Share of respondents (%)

tanks storage station for outdoor water system
electric stutters to
vehicles reduce direct
sunlight

W Renters M Owners

* Owners are far more likely to enjoy cost savings from insulation, solar panels and solar hot water

systems as well as reduced dwelling temperatures.
bankwest [ (KT



Homelessness is on the rise in WA

Homelessness numbers by gender and age

12,000 2,000
1,750
10,000 2
2 1,500
wu (0]
S 8,000 o
2 4,389 @ 1,250
& 3,611 <
% 6,000 ’ £ 1,000
2 g
C
750
3 4,000 ks
“ € 500
5,339 >
2,000 4,664 8
250
0 0
2006 2011 2016 2021 - 12-18  19-24  25-34  35-44 \{45-54 55-64  65-74
EMen HWomen 2006 m2011 m2016 m2021

Source: ABS Census data 2021
®* Number of homeless has risen by 8% since 2016
* Most of the growth has been women

* Proportion of older Western Australians experiencing homelessness has increased 24%
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Rental crisis has forced people into improvised dwellings

Homelessness by type 2006-2021

People living in 'severely' crowded dwellings

People in other temporary lodgings

People living in boarding houses

People staying temporarily with other households
People in supported accommodation for the homeless

People living in improvised dwellings, tents, or sleeping out

0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500
Count of Persons

m2006 m2011 m2016 m2021
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Discussion points

=5\ Curtin University

* Increased funding for homelessness support services and housing first
initiatives

* Accelerate social house building program on the back of declining
commencements. Annual funding of at least 900 social housing units.

e Stimulating housing supply — supply not demand side

* Residential tenancy act reform — essential, but is it the right time?

e Financial support for vulnerable renters

* Further incentives to stimulate build to rent, with an element of
affordable housing.

* Affordable housing (below market) products on market sites.



Curtin University
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