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About the Centre

The Bankwest Curtin Economics Centre is an independent economic
and social research organisation located within the Curtin Business
School at Curtin University. The centre was established in 2012
through the generous support from Bankwest (a division of the
Commonwealth Bank of Australia), with a core mission to examine

the key economic and social policy issues that contribute to the
sustainability of Western Australia and the nation, and the wellbeing of
households both in WA and nationally.

The Bankwest Curtin Economics Centre is the first research
organisation of its kind in Western Australia, and draws great strength
and credibility from its partnership with Bankwest, Curtin University
and the Western Australian government.

The centre brings a unique philosophy to research on the major
economic issues facing the state. By bringing together experts from
the research, policy and business communities at all stages of the
process - from framing and conceptualising research questions,
through the conduct of research, to the communication and
implementation of research findings — we ensure that our research is
relevant, fit for purpose, and makes a genuine difference to the lives of
Australians, both in WA and nationally.

The centre is able to capitalise on Curtin University’s reputation for
excellence in economic modelling, forecasting, public policy research,
trade and industrial economics and spatial sciences. Centre researchers
have specific expertise in economic forecasting, quantitative modelling,
micro-data analysis and economic and social policy evaluation. The
centre also derives great value from its close association with experts
from the corporate, business, public and not-for-profit sectors.
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Despite a general softening of housing market conditions in Western Australia in

recent years, housing cost pressures continue to dominate as a key concern among
Western Australian households. Housing affordability estimates have not trended in
the same direction in all locations, with some areas bucking the general downward
trend in house prices and rents. Furthermore, many individuals in the lower end of the
income distribution have not benefited from these trends and remain acutely exposed
to housing stress and the risk of homelessness. As the population ages, growing
numbers of older Western Australians face crucial decisions regarding their housing in
later life including options for downsizing. At the same time, the future home ownership
prospects of the young remain dim.

Keeping a Roof Over Our Heads is the seventh report in the Bankwest Curtin

Economics Centre’s Focus on Western Australia series and the centre’s second housing
affordability report. Using the latest data available, this report seeks to critically assess
recent trends in the state’s housing costs and how these vary across spatial locations
in WA. The report also examines the degree to which social housing alleviate housing
cost pressures for low-income West Australian households and sheds light on some of
the complexities that are associated with homelessness, such as precarious health. The
report features findings from a new Bankwest Curtin Economics Centre survey of over
4,000 households in Western Australia, New South Wales and Queensland to highlight
WA's housing affordability position relative to other states.

This report shows that measures of severe housing stress have increased more for renters
in WA than the rest of Australia. While most key workers have seen an increase, from
2013 to 2015, in the number of suburbs in which they can rent an affordable dwelling,
the same cannot be said for those on the minimum wage. It remains the case that there
are no affordable one-bedroom rental properties for an adult award wage holder. Many
pockets of the population are still vulnerable to housing stress, including single parents,
and excess demand for public housing in WA has not eased over the years.

The BCEC Housing Affordability Survey indicates that households’ experiences of
housing affordability are influenced not just by prices or rents, but the extent of
housing choice and commuting costs. The lack of housing diversity in WA compared
to other states such as New South Wales can constrain housing choice among West
Australian households. Furthermore, many West Australians spend more time
commuting than they would prefer.

The ageing of WA’s population raises new challenges and opportunities in relation
to housing options for older households. Generation Y households continue to face
severe barriers to accessing home ownership, raising questions regarding the role
of intergenerational transfers from the old to the young in helping young West
Australians secure affordable housing.

Finally and importantly, affordability concerns are particularly acute in regional
Western Australia. Residents of regional WA are more likely to perceive their housing
as unaffordable than residents of regional New South Wales or Queensland.
Moreover, homelessness is far more widespread in the West Australian outback than
metropolitan areas.

z

Professor Alan Duncan
Director, Bankwest Curtin Economics Centre
Curtin Business School, Curtin University




This seventh report in the Bankwest
Curtin Economics Centre’s Focus on
Western Australia series addresses the
topic of housing affordability, a major
economic and social issue facing West
Australian households.

This is the centre’s second housing
affordability report. It provides fresh
insights into housing affordability in
Western Australia by documenting
changes in the state’s affordability
trends since the release of the first
housing affordability reportin 2014.

The report draws on a range of data
sources including the Australian Bureau of
Statistics’ Survey of Income and Housing,
suburban-level price and rent data from
the Real Estate Institute of WA, and a new
Bankwest Curtin Economics Centre survey
of over 4,000 households in WA, New
South Wales and Queensland to highlight
WA's housing affordability position
relative to other states.

This report focuses on a series of key
issues:

e How have mortgage and rental cost
burdens changed in the last decade?

e How do housing affordability and
homelessness outcomes vary spatially
between WA and other states, and
within WA?

e To what the extent does social housing
alleviate housing cost pressures
for low-income West Australian
households?

e Which regions in WA are most
vulnerable to homelessness, and what
are some of the complexities that
programs targeting homelessness
should take into account?

’

e How do West Australian households
housing cost burdens influence their
financial wellbeing, and to what
degree are these households making
constrained housing choices and
accepting trade-offs in their housing
decisions?
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The typical housing cost burdens faced
by mortgage holders in capital cities
and territories have fallen consistently
over the most recent two years of
housing survey data.

Sydney mortgage holders commit
the greatest share of their disposable
incomes towards housing costs -
typically 29 per cent on most recent
estimates.

Perth homeowners with mortgages
typically commit 27 per cent of their
income in housing costs, down by 0.7
percentage points in two years and
by around 3 percentage points since
2009-10.

Housing costs for homeowners in
regional WA rank second highest of
all regional areas of Australia, with
housing costs at a median of 34 per
cent of income.

A typical low-income renter in Sydney
commits at least 42 per cent of their
income to cover housing costs - up 3.3
percentage points in two years

The share of WA homeowners who
pay at least 30 per cent of incomes
in housing costs has fallen from 38
per centin 2071-12 to 35 per centin
2013-14, following a similar trend for
Australia.

Low income WA households who rely
either on award wages or government
payments struggle to keep pace with
rising rents on properties at the lower
end of the market.

Just under 10 per cent of WA renters
now paying at least 50 per cent of their
income in housing costs.

More than 43 per cent of single parents
in rented housing commit at least

30 per cent of their income towards
housing costs whilst living on a low
income

A particular concern is the prevalence
of housing stress among older age
cohorts, with one in five older aged
renters in severe housing stress.

In relatively expensive housing markets
such as WA, NSW and the territories,
housing authorities deliver public
housing subsidies in excess of $200 per
week per rebated household.

Almost all low-income public housing
tenants pay rents below 30 per cent
of their income. However, almost half
of low-income tenants in WA bear
housing cost burdens of 26 - 30 per
cent.

In 2015, the ratio of public housing

applicants to dwelling stock was the
highest in WA among all states and
territories (70 per cent).

In the Western Australian public
housing sector, the number of wait list
applicants and dwelling stock have
both remained more or less constant
over time.

In 2011, the rate of homelessness in
WA was 42.8 homeless persons per
10,000 population. This was below
the national average of 48.9 homeless
persons per 10,000 population.

e WA accounted for around 10 per cent

of the nation’s homeless count in
both 20071 and 2011, after New South
Wales, Victoria and Queensland.



The West Australian outback is
significantly more exposed to
homelessness than metropolitan
regions.

The Kimberley region had the highest
rate of homelessness within WA in
2011 at 385.8 homeless persons per
10,000 population.

Homelessness is highly spatially
concentrated in WA, with the
Kimberley, Perth City, Pilbara,
Goldfields and Stirling accounting
for almost half the state’s homeless
persons in 2011.

The share of WA’s homelessness
accounted for by the outback declined
between 2001 and 2011 while the
share accounted for by metropolitan
areas increased.

Indigenous homelessness is associated
with a sense of loss of control, or
legitimacy in, the public space in which
an Indigenous person resides.

The multiplicity of issues that
homeless people face significantly
increases their risk of death if
accommodation is not found for them.

There is a diversity of property prices
within the Perth metropolitan area.

The median price of a three-bedroom
established house in the Perth
metropolitan area was $485,000 at the
end of 2015.

Following the decline in iron ore prices
over this period, Karratha has seen

its median 3 bedroom house price fall
from $645,000 to $300,000, and Port
Hedland from $705,000 to $465,000.

e All sub-regional housing markets in
the Perth metropolitan area recorded
a reduction in rent-to-income ratio for
established houses between 20130Q4 to
2015Q4.

e While most key workers have seen
anincrease, from 2013 to 2015, in
the number of suburbs in which they
can rent an affordable dwelling, the
same cannot be said for those on the
minimum wage.

e Almost half of all respondents from WA
spent more than 30 per cent of their
income on housing costs with a quarter
spending more than 40 per cent.

e 83 per cent of households with annual
incomes of $31,000 to $70,000 paid
over 30 per cent of income in housing
costs and 29 per cent paid over 50 per
cent.

e Quver a third of households paying over
30 per cent of their income in housing
costs said that they were forced to do so
because there were no other options.

e Private renters were twice as likely to
state that they were forced to pay over
30 per cent of their income in housing
costs compared to owner purchasers.

e Just over a third (36 per cent) of
households indicated that a 10 per cent
increase in rents or mortgage payments
would have a major impact on the
affordability of their housing.

e There has been a big fall in the number
of respondents regarding their housing
as unaffordable between 2013 and
2015. This is largely attributed to a
decrease in rents since 2013.
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Single parents were more likely than
other demographic groups to perceive
their housing unaffordable (33 per
cent).

55 per cent of respondents reported
sustaining high housing costs affected
their mental health.

19 per cent of both owners and private
renters were forced to locate more
than 10km away from their preferred
location to access affordable housing
in 2015.

In both the 2013 and 2015 surveys,
most respondents living more than
5km from their preferred location were
forced to do so because of affordability
reasons.

For those households residing in their
preferred location, half had to make
sacrifices to access the location.

Almost a quarter of all regional
respondents reported that their
housing was unaffordable, compared
to just 17 per cent of those in
metropolitan areas.

Respondents in regional WA were

far more likely to be forced to take

on a high housing cost burden than
metropolitan respondents, particularly
in order to access a suitable location.

Respondents from regional WA were
more likely to perceive their housing
as unaffordable (24 per cent) and
least likely to perceive their housing
as affordable (36 per cent) than
respondents from regional areas in
NSW and Queensland.

e The availability of diverse dwelling

sizes and types in Sydney may temper
perceptions of unaffordability despite
the city’s high prices and rents. On

the other hand, the lack of diversity in
WA's housing stock may exacerbate
perceptions of unaffordability
particularly in regional areas despite
cheaper prices.

One in ten respondents from NSW
prefer living with their parents over
other tenures, compared to 5 per cent
in WA and 7 per cent in Queensland.

WA respondents spent more time
commuting than they would
prefer than respondents in NSW or
Queensland.

26.5 per cent of retired households still
had to cover mortgage or rental costs
and 15 per cent of retired households
were paying over 30 per cent of their
income in housing costs.

16 per cent of 55-64 year olds and
25 per cent of those aged 65 years
of over had already downsized with
a further 31 per cent and 29 per cent
respectively having thought about
downsizing.

Among those who had not already
downsized, 80 per cent stated they
would certainly downsize in the future.

The most common reason for
downsizing was to live in a smaller
house that is easier to run.

62 per cent of Gen Y households in WA
were able to access their first choice
location compared to 57 per centin
NSW and 59 per cent in Queensland.



For those Gen Y households already
in home ownership, 38 per cent
received help from their parents or
grandparents.

12 per cent of those in group
households and 10 per cent living with
parents have purchased a dwelling they
are not living in, termed “rentvestors”.

A third of Gen Y’s believe they will be
able to purchase a home in the next
2-5 years and a quarter think home
ownership is 5-10 years away.

44 per cent of private renters were
contributing more than a third of their
income towards their housing costs.

28 per cent of private renters with
incomes under $31,000 were paying
more than 50 per cent of their income
towards housing costs.

39 per cent of all private renters report
themselves as being poor or very poor.
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Affordable, secure and appropriate housing is a fundamental determinant of
wellbeing. Beyond providing necessary shelter, a home is a place where families

are raised and memories are built. Hence, it is an important source of identity for
most individuals. At a macroeconomic level, housing commands a significant share
of investment and consumption nationally. The housing market can also have
significant productivity impacts through its effects on employment participation.
High house prices or rents that are high relative to wages are a drag on local,
metropolitan and regional economic growth. They depress the after-housing cost
incomes of households and deter job moves to regions that are booming. Some
industries resort to ‘fly-in fly-out” adjustments in response to housing shortages,
which not only add to business costs but result in adverse social consequences in ‘fly-
in fly-out’ communities.

Housing market conditions in Western Australia have relaxed to a degree, with the
changing economic climate having taken some of the heat out of the housing market.
However, these softening market conditions don’t appear to have translated uniformly
into improved housing affordability across all locations and house types, and housing
cost pressures remain a key concern for many West Australian households. Indeed,
many of those on the lowest incomes remain exposed to extreme housing stress and
the risk of homelessness.

This is the Bankwest Curtin Economics Centre’s second Housing Affordability report,
and has been prepared to explore how trends in housing costs both in Western
Australia and across Australia have changed since the release of the first housing
affordability report in 2014. It offers up-to-date findings on changes in housing stress
levels between 2003 and 2013, as well as the extent to which the spatial distribution
of housing affordability has changed across housing markets between 2013 and
2015. The report also draws on a new BCEC Housing Affordability Survey of over
4,000 households in WA, New South Wales (NSW) and Queensland to highlight how
housing affordability in WA compares to other states.

The report shows how affordable housing options vary across the state’s metropolitan
and regional localities, and examines the degree to which the housing market in the
state is meeting the diverse needs and aspirations of West Australian households
across the full range of socio-economic circumstances.

Housing affordability is a difficult concept to measure. An ideal affordability indicator
should account for the full financial costs of tenure beyond direct mortgage or rental
payments - for example, maintenance costs, rates and utilities charges, as well as
commuting costs and other consumption costs. Equally, a full measure of housing
affordability should also ideally capture the link between less tangible housing and
neighbourhood quality factors and their contribution to household wellbeing.

Of course, affordability in this broadest sense is extremely hard to quantify. For
this report we begin by concentrating on the more traditional benchmarks by

which housing affordability is judged, by measuring housing costs as a fraction of
household income (the “housing cost burden”) or by further focussing on those who
face the combination of low incomes and high housing costs (“housing stress”).




Yet even so, there remain difficulties in characterising housing situations as
“unaffordable” Many households are well able to accommodate high housing costs,
making the conscious decision to commit a significant share of their income into
housing, either to progress up the property ladder, to secure the greatest lifetime
housing wealth and amenity, or to accumulate wealth from investing in property.
The situation is somewhat different for many other households, for whom the
combination of low or uncertain incomes and high housing costs leads to a constant
battle to keep a roof over their heads.

The report takes a multilayered approach to the issue of housing affordability.

We compare housing costs for West Australian households over the last decade
with those faced by households in other Australian states and territories using the
nationally representative Survey of Income and Housing (SIH) from the Australian
Bureau of Statistics. We look separately at the way housing cost burdens have
evolved for homeowners and renters, with a particular focus on housing cost
pressures faced by low-income households.

Analysis of recent transactions data provided to BCEC by Real Estate Institute of
Western Australia (REIWA) provides an up-to-date profile of local housing costs in
WA, and shows how house prices and rents have changed across localities since the
last BCEC Housing Affordability report.

The report includes findings from a second specially commissioned Housing
Affordability Survey which casts new light on the degree to which the housing
experiences of WA householders have changed since the Centre’s first housing
affordability survey. Importantly, the survey presents new measures on perceptions
of housing affordability to shed light on the actual experiences of households arising
due to housing cost burden. This compliments the more traditional benchmarks
that we estimate from the SIH. The BCEC Housing Affordability Survey has been
significantly expanded to provide greater coverage of regional areas in Western
Australia Importantly, the scope of the 2015 survey has been expanded to include
Queensland and NSW in 2015. This permits a valuable comparison of the housing
situations of West Australians relative to two other states.

We present some of the housing stories of those interviewed as part of the BCEC
Housing Affordability survey. This provides further context to our summary results,
and establishes a strong connection to some of the actual situations faced by West
Australian households.

The report provides some commentary of policies that impact on the current housing
affordability situation in Australia, with some discussion of the sorts of policy
interventions that might be required to promote greater access to affordable housing
both in Western Australia and nationally.
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Sydney mortgage
holders commit
the greatest
share of their
disposable

incomes towards
housing costs —
typically 29 per
cent on most
recent estimates
for 2013-14.

The median
share of income
devoted to
housing costs for
mortgage holders

in regional WA

is now 23 per
cent, down 4.3
percentage points
in two years.

How does housing affordability in the
west compare with the rest of Australia?

For this first series of findings, we compare the housing costs faced by families across
Australian states and territories over the last decade using representative household
survey data from the ABS Survey of Income and Housing (SIH) from 2003-04 to

the most recent 2013-14 survey. We look separately at the evolution of housing

cost burdens for mortgage holders and renters, using median housing costs as a
proportion of household disposable income to measure to broad trends. We further
differentiate the housing cost burdens faced by low-income households. For the
purpose of this analysis, we identify low income households to be those that fall into
the lowest two quintiles - or lowest 40 per cent - of household disposable incomes
when appropriately scaled for family size and composition.

Building on the Centre’s previous Focus on Western Australia report into housing
affordability, this report uses a broad housing cost measure that incorporates other
costs - specifically property and water rates and body corporate fees - in addition to
rents or mortgage costs. For comparison, all dollar figures are uprated to December
2015 using an aggregate consumer price index (CPI).

We recognise that broad aggregates such as these, while indicative of general trends,
tend to conceal severe and adverse situations of housing stress for certain groups. To
get further underneath these broad figures, we disaggregate housing cost burden and
housing stress indicators across a range of socio-economic characteristics.

Capital city and regional housing costs compared

The typical housing cost burdens faced by mortgage holders in capital cities and
territories (Table 1) have fallen consistently over the most recent two years according
to household survey data from the SIH. Sydney mortgage holders commit the
greatest share of their disposable incomes towards housing costs - typically 29

per cent on most recent estimates for 2013-14. This housing cost share has fallen
by two percentage points since 2011-12, and is attributable more to lower housing
costs (which have fallen by 6 per cent in real terms over two years) than to rising
real incomes (up by 3 per cent in two years). Brisbane and Melbourne rank second
and third respectively in terms of median housing cost burdens for mortgage holders
(28 per cent). Perth ranks fourth on this measure with housing costs at 27 per cent
of disposable income, down by 0.7 percentage points in two years and by around 3
percentage points since 2009-10.

Home owners living outside capital cities or territories typically commit a lower share
of income towards housing costs, with substantially larger falls in cost shares over
the most recent period than for their city counterparts. For example, the median
share of income devoted to housing costs for mortgage holders in regional WA is

now 23 per cent, down 4.3 percentage points in two years. This is likely to be driven
by a change in the composition of housing tenure in WA's regional areas, with more
of those facing high housing costs having sold and moved, or downsized, in the last
two years. Certainly the share of renters in regional WA has risen from 26 per cent

to 33 per cent between 2011-12 and 2013-14, while the proportion of owners with
mortgages has fallen from 38 per cent to 32 per cent over the same period.
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Table1 Housing cost burdens for mortgage holders by state and territory: 2003-04 to 2013-14

Change in Change

median real in median
Housing Median housing cost burden Change housing costs: disposable
cost burdens Housing costs as a proportion of h/h 2011-12 to 2011-12to  income: 2011-

Mortgage holders disposable income 2013-14 2013-14 12 to 2013-14

Capital city or Territory

Sydney 32%  32%  32% 32% 31% 29% | 20 7 6% 5 +3% S
Melbourne 25% 27% 26% 26% 29% 28% 2 -1.3 6 1% 4 4% 6
Brisbane 26% 28% 28% 27% 28% 28% > -0.2 2 +4% 2% 5
Perth 26% 26% 27% 30% 28% 27% *“ -0.7 & 8% © +8% 1
ACT and NT 25% 25% 26% 27% 25% @ 25% ° -0.2 2 -11% 7 +2%
Hobart 20% 22% 26% 22% 24%  25% ° +1.0 1 +2% 2 6% 7
Adelaide 25% 24% 30% 25% 26% @ 25% 1 -09 5 0% = +7% -
Balance of state

Balance of QLD 25% 27% 27% 28% 28%  25% | -33 3 +9% 1 +4% >
Balance of NSW 24%  27%  26% 27% 29% @ 24% - 49 6 9% © +8%
Balance of VIC 22%  24%  24% @ 24%  26% @ 24% > -1.7 07 4% 2 +0% ©
Balance of WA 22% 21% 22% 24% 27%  23% ~ -4.3 5 -22% © 1% 6
Balance of TAS 20% 21% 20% 23% 26% 23% ° 34 4 6% 4 +12% 1
Balance of SA 22%  27% 24% 22% 26% 23% © -3.0 2 5% 3 +3% 4

Notes: Calculations are reported for households with a mortgage. Housing cost burdens are calculated using total weekly housing costs expressed as a proportion
of weekly househald disposable income. The change in housing cost burden between 2011-12 and 2013-14 is expressed as the percentage point
difference in median housing cost burden for each capital city and regional area. See Glossary for definitions.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.

Table2 Housing cost burdens for low-income mortgage holders by state and territory: 2003-04 to
2013-14

Housing Change in Change
cost burdens median real in median
Mortgage holders Median housing cost burden Change housing costs: disposable

in the lowest two Housing costs as a proportion of h/h 2011-12 to 2011-12to  income: 2011-
income quintiles disposable income 2013-14 2013-14 12 to 2013-14

Capital city or Territory

Sydney 42%  52% 50%  40%  40%  49% 1 +8.9 1 +10% = +5% ©
Melbourne 32% 38% 35% 37%  41%  42% - +1.4 4 +15% ~ +10% =
Brisbane 38% 27%  45%  34%  42%  42% +0.0 5 +3% 6 +32% 2
Hobart 36%  36% 36%  32% 32%  34% 4 +2.3 3 +6% 4 +7% 4
Adelaide 35%  34% 32% 36% 37% 30% ° -7.0 6 21% 7 +1% 7
ACT and NT 30% 38% 31% 34% 27% 29% © +2.6 2 +5% © 2% ©
Perth n/s  24% n/s  31%  45% 28% ¢ 166 7 +19% 1 +42% 1
Balance of state

Balance of QLD 33% 31% 35% 35% 33% 38% | +4.7 1 +36% +7%
Balance of WA 29% 39% 53% 31%  34% 34% - +0.4 2 -3% 3 8% ©
Balance of VIC n/s  27% n/s  30% 31% 29% > -1.6 3 +16% ~ 3% ©
Balance of NSW 31% 26% 33% 35% 38% 28% 4 -10.2 ° -33% © 3% &
Balance of TAS 22% 23% 30% 26% 33% 24% ° 93 4 -31% 5 +7% 2
Balance of SA 24% 29% 21% 27% 34% 23% 6 -105 6 -29% 4 +19% 1

Notes: Calculations are reported for households with a mortgage, and whose incomes fall in the bottom two quintiles (lowest 40 per cent) of household
equivalised disposable income. Housing cost burdens are calculated using total weekly housing costs expressed as a proportion of weekly household
disposable income. The change in housing cost burden between 2011-12 and 2013-14 is expressed as the percentage point difference in median housing
cost burden for each capital city and regional area. See Glossary for definitions.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.
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Housing cost pressures for low-income households with mortgages (Table 2) are
substantially more severe, with housing costs well above 30 per cent of disposable
income for low-income households in many capital cities and territories. Housing

costs for low-income homeowners in Sydney are especially severe, rising by nearly 9
percentage points to 49 per cent in two years. For Perth, the median housing cost burden
for low-income home owners bucks this trend, falling by 7 percentage points to 30 per
cent over the last two years. This reversal may again be driven by a greater proportion of
Tow income families in Perth having sold or downsized in the last two years, possibly in
the face of the changing economic conditions in the state.

Looking outside capital cities and territories, the typical housing cost shares for low-
income homeowners have fallen in regional areas of Victoria (by 1.6 percentage points
to 29 per cent of disposable income), New South Wales (by 10 percentage points to

28 per cent) and South Australia (by 9 percentage points to 24 per cent). Regional WA
ranks second highest of all regional areas of Australia in terms of the housing costs
faced by low-income households with mortgages, with housing costs typically reaching
34 per cent of disposable income. This is second only to regional Queensland, where
median housing costs for low-income homeowners have jumped 4.7 percentage points
to 38 per cent as a share of income in the last two years.

If one looks at across the entire rental sector, Perth ranks as the second most affordable
city in Australia in terms of the typical housing cost shares paid by renters - at around
24 per cent of income (Table 3). Similarly, regional WA ranks first across all regional
areas of Australia in terms of affordability, with median housing cost shares for renters
relatively unchanged over the last two years at around 21 per cent of disposable income.
Sydneysiders in rented accommodation face the greatest housing cost shares of all city
locations, typically paying 29 per cent of their income in rent and other housing costs

- anincrease of one percentage point over the last two years. Renters in Brisbane have
also seen their housing costs rise as a share of income, by one percentage point to

26 per cent, with a similar pattern apparent in regional Queensland.

Howeuver, rental property is far less affordable for those on lower incomes, as indicated in
the Centre’s previous housing affordability report. A typical low-income renter in Sydney
commits at least 42 per cent of their income to cover housing costs - up 3.3 percentage
points in two years (Table 4). Brisbane renters on low incomes typically spend two-fifths
of their income on housing costs, while the share of income devoted to housing costs for
those low-income renters living in Perth sits at just over a third (34 per cent). In contrast,
Tow income renters in Melbourne now pay 35 per cent of their income in housing costs -
a drop of 5.1 percentage points over two years. Housing cost burdens in most regional
areas of Australia outside the capital cities and territories have fallen for low-income
renters, often by more than 2 percentage points within the space of two years.

WA households in the bottom two income quintiles, many of whom rely either on award
wages or government payments as their principle source of income, struggle to keep
pace with rising rents on properties at the lower end of the market. In Perth, the median
rent paid by those on low incomes has risen by some 12 per cent in real terms since
2011-12, with no commensurate rise in real incomes. These findings are consistent
with the evidence from Anglicare’s 2016 Rental Affordability Snapshot, which shows

a significant shortage of new rental properties coming onto the market at affordable
prices for key workers and low income households.
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Table 3 Housing cost burdens for renters by state and territory: 2003-04 to 2013-14

Change in Change

median real in median
Housing Median housing cost burden Change housing costs: disposable
cost burdens Housing costs as a proportion of h/h 2011-12 to 2011-12to  income: 2011~

Renters disposable income 2013-14 2013-14 12t02013-14

Capital city or Territory

Sydney 26% 26% 26% 27% 28% 29% +1.0 1 +3% > 6% ©
Brisbane 24%  24% 24% 24% 25% 26% 2 +1.0 1 +3% 4 5% °
Melbourne 25% 24% 22% 24% 25% 25% ° 0.1 4 2% 5 6% 7
Hobart 21% 21% 20% 23% 27%  25% * -1.8 7 5% 7 2% 2
Adelaide 23% 24% 23% 22% 25%  24% ° -04 5 +7% +4%
Perth 22% 22% 21%  24% @ 24%  24% © +0.2 3 +4% 2 -0% >3
ACT and NT 24%  21%  22% 22% 25% @ 24% 7 -06 6 2% 6 4% 4
Balance of state

Balance of QLD 23%  24% 23% 26% 24%  26% +1.2 2 5%  ° 5%
Balance of NSW 22% 24% 22% 24% 26%  25% - -0.8 4 1% 2 6% 4
Balance of VIC 23% 23% 20% 21% 22% @ 24% ° +2.0 1 +2% -10% ©
Balance of TAS 19% 21% 21% 22% 24% 23% * -14 6 5% 4 +2% 1
Balance of SA 20% 20% 22% 22% 23% 22% °S -1.1 05 7% 6 8% °
Balance of WA 19% 20% 18% 20% 21% 21% © +0.3 3 5% 3 +1% 2

Notes: Calculations are reported for households in rented accommodation. Housing cost burdens are calculated using total weekly housing costs expressed as
a proportion of weekly household disposable income. The change in housing cost burden between 2011-12 and 2013-14 is expressed as the percentage
point difference in median housing cost burden in the last two years for each capital city and regional area.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.

Table &4 Housing cost burdens for low-income renters by state and territory: 2003-04 to 2013-14

A typical low-

Housing Change in Change
cost burdens median real in median 1 1
Renters in the Median housing cost burden Change housing costs: disposable Income renter in
lowest two income Housing costs as a proportion of h/h 2011-12 to 2011-12to  income: 2011- Sydney Commits
quintiles disposable income 2013-14 2013-14 12t02013-14
at least 42 per cent
of their income
Capital city or Territory >
Sydney 33%  33% 34% 37% 39%  42% 1 +33 +19% 1 +9% o to cover housing
Brisbane 30% 30% 31% 34% 39%  40% - +09 2 +1% ©° +12% 1 costs — up 3.3
Melbourne 32% 36% 31% 37% 40%  35% ° 5.1 7 5% 7 1% © 3
Hobart 23% 30% 23% 33% 39% 34% 4 b4 6 5% o +8% 3 percentage points
Perth 28% 28% 27% 31%  34%  34% ° -04 3 +12% > 1% © in two years.
Adelaide 26% 27% 28% 27% 33% 31% © -19 5 +15% ° 2% 7
ACT and NT 26% 24% 26% 28% 31%  30% / -0.6 4 +5% 4 7% 4
Balance of state
Balance of QLD 34%  33% 36% 32% 38% 35% 2.7 5 1% &4 3% °
Balance of NSW 26% 29% 30% 30% @ 34% 31% ° 24 3 7% 6 2% 4
Balance of TAS 23% 27% 26% 26% 31% 29% ° 2.5 4 +0% > +1% 2
Balance of VIC 31% 28%  24% 26% 27%  29% 4 +1.7 1 +7% 1 0% 3
Balance of SA 28%  25% 27% 25% 29% 28% ° -0.2 2 5% 5 -15% 6
Balance of WA 26% 26% 23% 25% 28% 25% © 28 6 +6% 2 +11% 7

Notes: Calculations are reported for households in rental accommodation, and whose incomes fall in the bottom two quintiles (lowest 40 per cent) of household
equivalised disposable income. Housing cost burdens are calculated using total weekly housing costs expressed as a proportion of weekly household
disposable income. The change in housing cost burden between 2011-12 and 2013-14 is expressed as the percentage point difference in housing cost
burden in the last two years for each capital city and regional area.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors' calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.




A common benchmark to assess housing affordability is one where housing costs
account for less than 30 per cent of household income. However, the 30 per cent
threshold captures neither the depth of housing cost burdens, nor the fact that, for
some, this level of cost commitment is both affordable and a voluntary choice. To
provide further insight into how the housing cost commitments have evolved over
time, Figure 1 compares the proportion of mortgage holders in WA (shown in bars)
and Australia (shown as hashed lines) who pay more than 30, 40 and 50 per cent
of their disposable incomes in housing costs. A similar comparison for renters is
provided in Figure 2.

Figure 1 Housing cost burdens for mortgage holders in WA and Australia: 2003-04 to 2013-14

Per cent

2003-04 2005-06 2007-08 2009-10 2011-12 2013-14
30 per cent - WA B 40 per cent - WA B 50 per cent - WA
(> 30 per cent - Australia - fil} - 40 per cent - Australia - 4 - 50 per cent - Australia

Notes: Proportion of households with mortgages who spend more than 30, 40 and 50 per cent of income on housing costs
Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14

The share of West Australian homeowners with mortgages who pay at least

30 per cent of their incomes in housing costs has fallen from 38 per centin 2011-12
to 35 per centin 2013-14 (the orange bars in Figure 1). This follows a similar trend for
Australia overall (shown by the orange hashed line in Figure 1). The proportion of WA
households with housing costs in excess of 40 per cent of incomes has fallen slightly
since 2011-12, by 1.5 percentage points to 20 per centin 2013-14, but remains 2.5
percentage points higher than the equivalent share for Australia overall. The share

of WA households paying more than 50 per cent has also decreased from nearly

13 per cent to 10 per cent, and is now on a par with the equivalent national figure.

Housing cost burdens rose substantially for renters both in WA and Australia between
2007-08 and 2011-12 (Figure 2), but state and national affordability patterns have
diverged somewhat since then. The national share of households paying more than
30 per cent of income in rent and other housing costs has remained relatively stable




HOUSING AFFORDABILITY Keeping a roof over our heads

at 37 per cent since 2011-12, whereas for West Australian households the share has
fallen by around 1.5 percentage points over the same two year period, to 31 per cent.
However, the pattern is somewhat different for housing cost burdens at more severe
depths. The share of WA renters paying in excess of 40 per cent of income in housing
costs has risen from 2011-12 to over 18 per cent, compared with a national rate that
has remained stable at 20 per cent. The gap between WA and Australia has closed
for the most severe housing cost burden measure, with just under 10 per cent of WA
renters now paying at least 50 per cent of their income in housing costs.

Figure 2 Housing cost burdens for renters in WA and Australia: 2003-04 to 2013-14

45.0

40.0

Per cent

2003-04 2005-06 2007-08 2009-10 2011-12 2013-14

I 30 per cent - WA
- ’ = 30 per cent - Australia

W 40 per cent - WA B 50 per cent - WA

- 4} - 40 per cent - Australia - 4 - 50 per cent - Australia

Notes: Proportion of households in rental accommodation who spend more than 30, 40 and 50 per cent of income on housing costs.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.

The take-home from these findings is one of a divergent trend in housing cost burdens
between the owner-occupied and rental sectors of the housing markets. Cost burdens
have generally fallen for households with mortgages, both in WA and nationally.

This remains the case whether one uses a standard measure of affordability in which
homeowners commit more than 30 per cent of their incomes towards housing costs,
or against more severe affordability benchmarks with cost shares in excess of 40

per cent and 50 per cent of income. For renters on the other hand, the patterns are
somewhat different between WA and the rest of Australia. Although the share of West
Australian renters paying in excess of 30 per cent of their income towards housing
costs has fallen since 2011-12, the proportion of WA renters paying in excess of 40
per cent of their income in housing costs has risen to over 18 per cent since 2011-12
(against a stable national rate), with one in ten paying in excess of 50 per cent. The
commensurate fall in the national share of renters with a 50 per cent housing cost
burden has seen the gap between WA and Australia close entirely on this most severe
housing cost measure.

Just under 10 per
cent of WA renters
now paying at

least 50 per cent
of their income in
housing costs.

The proportion
of WA renters
paying in excess
of 40 per cent of
their income in
housing costs has

risen to over 18 per
cent since 2011-12
(against a stable
national rate),
with one in ten
paying in excess
of 50 per cent.
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In this section of the report we extend the analysis of housing cost shares for WA
households by examining how typical housing cost burdens vary for different renter
and homeowner groups. Specifically, we disaggregate housing cost burden measures
according to a range of socio-economic factors - including family type, age, gender
and income quintile - to identify those groups who may face particular pressure from
high housing costs, or for whom housing affordability issues have intensified over
time.

The first series of findings looks at the median housing cost burdens faced by
mortgage holders and renters in different social and economic situations, together
with an analysis of the share of households in each group who commit more than
30 per cent of their income towards housing costs.

Nevertheless, we recognise the limitations inherent in measuring housing
affordability on the basis of this single 30 per cent benchmark. The standard measure
fails to recognise that some households who pay less than 30 per cent of their
income in housing costs may nevertheless face housing cost pressures, and there are
certainly households who can comfortably pay more than 30 per cent of their income
in housing costs, and indeed choose to do so. To resolve this limitation, the latter
part of this section includes an analysis of housing cost burdens and housing stress
at different levels of severity, calculated by comparing patterns of affordability for
housing costs at different proportions of household income.

Housing costs faced by mortgage holders in Western Australia vary considerably
across a number of socio-economic characteristics (Table 5). Unsurprisingly, lone
person and single parent households commit a greater share of household income to
meet housing costs than do any other household group - the median housing cost
share is around 34 per cent for single parents and 32 per cent for single persons.

However, the trends in housing cost shares for these two groups are quite different.
The typical share of income devoted to housing costs for single parent families has
risen by 5.1 percentage points to 34 per cent since 2011-12, yet for lone person
households the housing cost share has fallen by 8.7 percentage points over the same
period. Nearly six in ten single parent households (57 per cent) face housing cost
burdens in excess of 30 per cent of income, an increase of 11.7 percentage points
since 2011-12.

One half of all younger households (headed by someone age 34 and under) face
housing cost burdens in excess of 30 per cent of income, although this proportion

has fallen by 8 percentage points since 2011-12. Mortgage holders in the first

quintile of equivalised household disposable income face particularly severe housing
cost pressures, with typical housing cost shares reaching 65 per cent of household
income. There is now a considerable gap between the housing cost burdens faced by
homeowners in the bottom income quintile (seven in ten of whom housing cost shares
in excess of 30 per cent of income) and those in higher income quintiles.
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Table5 Housing cost burdens for mortgage holders in Western Australia by household type:
2003-04 to 2013-14

Proportion of households
Housing Median housing cost burden Change with housing costs

cost burdens Housing costs as a proportion of h/h 2011-12 to more than 30 per cent of
Mortgage holders disposable income 2013-14 h/h disposable income

2003- 2005- 2007- 2009- 2011- 2013- ppt 2011- 2013-  ppt

City or region 2004 2006 2008 2010 2012 2014 change 2012 2014 change
Family composition
Couple only 21%  24% 21% 24% 23% 24% +1.5 32%  36% +4.9
Couple with children 20% 20% 21% 24% 23% 21% -2.1 32% 30% -2.5
One parent with children 24%  27% 30% 21% 29%  34% +5.1 45%  57% +11.7
Lone person 32%  34%  34% 35% 41%  32% -8.7 70%  50% -20.2
Group households n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s
Other one/multi households 19%  21% 12% 22% 13% 18% +5.0 16%  20% +4.0
Age of head of household
<24 22% n/s n/s  34% n/s n/s n/s n/s n/s n/s
25-34 29% 27% 31% 32% 33% 30% -35 57%  49% -8.0
35-44 24% 21% 24% 26% 27% 25% =1.6 43% 37% -6.0
45-54 17%  20%  17% 21% 19%  19% -0.7 28%  29% +1.2
55-64 17%  17% 18% 18%  15%  18% +2.7 29%  28% -0.2
65+ n/s n/s n/s 13% 12% n/s n/s 19% n/s n/s
Gender of head of household
Male 22% 21% 22% 25% 25% 22% -2.3 38% 34% -4.3
Female 25% 26% 23% 26% 25% @ 24% -1.9 38% 37% -0.3

Home owner status
Settled homeowner

& 3 vears 20% 19% 20% 22% 22% 21% 0.7 33% 32% -1.0
(Cthggf;gf?:S‘;‘fer 29%  32% 32% 33% 33% 31% 2.7 57% 52% 5.3
gz;gfsmgi ilgz)er 26% 28% 30% 29% 27% 26% 1.1 45% 38% 7.4

Household income quintile
First quintile (poorest) 44%  51% 52% 54%  43%  65%  +21.5 64% T1%  +6.2
Second quintile 29% 34% 30% 30% 45% 25% -20.1 64% 41% -235
Third quintile 29%  24% 29% 31% 31% 30% 1.1 52%  49% 2.5
Fourth quintile 22% 23% 20% 24% 25% 26% 1.3 36% 36% 0.5
Fifth quintile (richest) 17% 17% 16% 17% 18% 16% 1.7 13%  15%  +1.8

ALL WESTERN AUSTRALIA 22% 23% 22% 25% 25% 23% 20 38% 35% 33

Notes: Calculations are reported for households paying a mortgage. Housing cost burdens are calculated using total weekly housing costs expressed as a
proportion of weekly household disposable income. The change in housing cost burden between 2011-12 and 2013-14 is expressed as the percentage
point difference in median housing cost burden in the last two years for each household type. n/s denotes cells where there exists insufficient information
for accurate calculations (15 or fewer observations).

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.

Looking at the breakdown of housing affordability for WA households in rented
accommodation (Table 6), we find that those households in the bottom two income
quintiles devote the greatest shares of income towards housing costs - at 32 per cent
and 31 per cent respectively. Consistent with Figure 2, the proportion of households
in the bottom quintile with housing cost shares above the standard affordability
benchmark of 30 per cent of income has fallen by 6.5 percentage points since 2011-
12. Howeuver, the pattern is somewhat different when greater depths of housing cost
burden and housing stress are considered - something that we return to later in this
report.




Table 6 Housing cost burdens for renters in Western Australia by household type: 2003-04 to 2013-14

Proportion of households

Housing Median housing cost burden Change with housing costs
cost burdens Housing costs as a proportion of h/h 2011-12 to more than 30 per cent of
Renters disposable income 2013-14 h/h disposable income
2003- 2005- 2007- 2009- 2011- 2013- ppt 2011- 2013- ppt
City or region 2004 2006 2008 2010 2012 2014 change 2012 2014 change
Family composition
Couple only 17%  20%  15% 22% 22% 21% -1.5 21%  21% +0.3
Couple with children 16% 17% 18% 20% 22%  24% +1.7 32%  28% -3.6
One parent with children 26% 24% 21% 28% 25% 29% +3.8 42%  46% +3.6
Lone person 25%  24%  24% 27T% 27%  25% -1.1 44%  39% -5.2
Group households 17%  15%  16% 19% 24% 22% 1.4 23%  31% +8.2
Other one/multi households 18% 22% 15% 18% 20%  18% -2 22%  19% “3.4
Age of head of household
<24 18% 22% 18% 26% 24% 22% -1.9 32%  23% -9.4
25-34 20%  19% 19% 23% 23% 22% -0.6 33%  26% -7.0
35-44 23% 21% 19% 22% 23% 25% +1.7 29%  36% +6.7
45-54 20%  19% 21% 20% 24% 25% +1.5 35%  41% +5.7
55-64 22%  22% 22% 24% 26%  23% -2.6 42%  26% -158
65+ 23% 26% 22% 22% 24%  24% +0.1 29%  32% +2.5
Gender of head of household
Male 18% 20% 18% 22% 23% 22% -0.6 28%  26% -2.0
Female 24%  23% 22% 25% 25% 26% +0.9 47%  41% +0.2
Household income quintile
First quintile (poorest) 31% 31% 30% 30% 38% 32% -6.5 57% 53% -4.8
Second quintile 27%  26% 25% 29% 31% 31% +0.4 56%  53% -2.2
Third quintile 19% 19% 18% 23% 23% 24% +0.7 16%  20% +4.3
Fourth guintile 16% 13% 16% 18% 19% 19% +0.1 13% 9% -3.7
Fifth quintile (richest) 172%  12%  11%  14%  14%  14% +0.3 12% 2% -9.9

ALL WESTERN AUSTRALIA 21% 21% 19% 23% 23% 24% +0.1 33% 31% -1.3

Notes: Calculations are reported for households in rental accommodation. Housing cost burdens are calculated using total weekly housing costs expressed as a
proportion of weekly household disposable income. The change in housing cost burden between 2011-12 and 2013-14 is expressed as the percentage
point difference in median housing cost burden in the last two years for each household type.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.

Single parents in rented housing again face cost burdens in excess of any other
household group - the median housing cost share is around 29 per cent for single
parents, up 3.8 percentage points since 2011-12, with nearly half now paying in
excess of 30 per cent of their income in housing costs.

Housing cost burdens have declined for some older cohorts in rental accommodation
- especially among Baby Boomer households. However, housing cost shares appear to
be rising for midlife families, with 41 per cent of those renter households headed by
someone aged 45 to 54 committing more than 30 per cent of their income towards
housing costs - up 5.7 percentage points since 2011-12.




Keeping a roof over our heads

Our analysis of housing costs has thus far examined how the share of income paid in
housing costs varies by household type, but without explicit consideration of whether
high housing cost shares may be affordable. Some households - especially those on
higher incomes - may choose to commit a greater income share towards housing
costs, a decision informed by a desire to accumulate housing wealth or climb the
property ladder.

To identify more carefully those who are in genuine housing ‘stress’ this section
refines the measurement of housing cost burdens by further differentiating those
households who have relatively low incomes, yet high housing costs. A number of
housing ‘stress’ measures are examined:

e 30/40 ratio - those households in the bottom two quintiles of the income
distribution paying more than 30 per cent in housing costs;

e 40/40 ratio - those households in the bottom two quintiles of the income
distribution paying more than 40 per cent in housing costs; and

e 50/40 ratio - those households in the bottom two quintiles of the income
distribution paying more than 50 per cent in housing costs.

How have housing stress measures in WA changed over time?

The proportion of WA homeowners in different degrees of housing stress have fallen
since 2011-12, at a greater rate than for Australia overall (Figure 3). The proportion of
WA households with mortgages who are in the bottom two income quintiles and who
pay more than 30 per cent in housing costs has decreased by nearly 5 percentage
points since 2011-12, from 13 per cent to around 8 per cent. This is equivalent to a
rate of ‘standard’ housing stress some 2 percentage points lower than the national
rate. Similarly, the proportion of WA mortgage holders in greater (40/40 and 50/40)
degrees of housing stress has fallen over the same period. Currently only around

5 per cent of homeowners in WA are on low incomes and pay more than 50 per centin
housing costs.

Figure 3 Housing ‘stress’ measures for mortgage holders in WA and Australia: 2003-04 to 2013-14
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Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors' calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14




One third of all
single parent
homeowners were
paying more than
30 per cent each

week towards
housing costs
while surviving on
low incomes.

The proportion of renters in WA and Australia facing standard (30/40) Tevels of housing
stress have remained stable since 2011-12, at 25 per cent and 27 per cent respectively
(Figure 4). However, trends in housing stress for WA renters are somewhat different
from the national profile at more severe depths. In WA, the share of low-income renters
who pay in excess of 40 per cent of income towards housing costs has risen from 14
per centin 2011-12 to around 17 per cent. This compares with a national rate that

has remained stable at just over 17 per cent. For the first time in a decade, the rate of
severe (50/40) housing stress for renters in Western Australia has risen to the national
rate, with 9 per cent of WA renters both on low incomes and paying at least 50 per cent
of their income in housing costs.

Figure & Housing ‘stress’ measures for renters in WA and Australia: 2003-04 to 2013-14
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Notes: Proportion of households in rented accommodation who spend more than 30, 40 and 50 per cent of income on housing costs and with incomes in Towest
40 per cent of income distribution. Quintiles calculated on household equivalised disposable incomes.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.

Housing stress in WA: Which households are affected most?

Table 7 and Table 8 shows housing stress that have been broken down by a range of
socio-economic factors, to highlight the groups in WA that are most likely to be in
housing stress.

Among homeowners, single parents and lone person households are far more likely to
be in housing stress than any other group (Table 7). In 2072-13, one third of all single
parent homeowners were paying more than 30 per cent each week towards housing
costs while surviving on low incomes, compared with a rate of 5 per cent of couples
with children. Around one in four single parents with mortgages in WA face significant
(40/40) housing stress, while 18 per cent pay more than 50 per cent of their income
towards housing costs.

Lone person homeowners are also far more likely to suffer from the pressure of low
incomes and high housing costs - some 27 per cent of single people are in 30/40
housing stress compared with 6 per cent of couple-only households.
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Table 7 Housing ‘stress’ measures for mortgage holders in Western Australia by household
characteristics: 2013-14 and change from 2011-12

Housing affordability Proportion of h/h with more than x

measures Proportion of h/h with per cent of income on housing costs

WA mortgage holders, more than x per cent of income and h/h income in lowest Number of

2013-14 committed to housing costs 40 per cent households

By household

characteristics >30% >40% >50% 30/40 40/40 50/40

Family composition
Couple only 36% +49 18% +28 10% -00 6% -49 5% -43 4% -33 94,600
Couple with children 30% -25 18% +3.0 8% -03 5% -06 4% -08 3% -06 177,800
One parent with children 57% +11.7 40% +11.9 27% +2.8 33% -0.7 25% +0.7 18% -2.4 11,300
Lone person 50% -20.2 32% -20.1 19% -133 27% -51 20% -7.2 14% -3.8 45,500
Group households n/s n/s n/s n/s n/s n/s n/s
Other one/multi households 20% +4.0 11% +47 0% -18 1% 92 0% -59 0% -1.8 24,500

Age of head of household
<24 n/s n/s n/s n/s n/s n/s n/s
25-34 49% -80 25% -84 10% -9.8 4% -11.1 4% -101 3% -7.0 75,500
35-44 37% -6.0 22% -08 11% -23 8% -45 6% -41 4% -35 101,800
45-54 29% +1.2 15% +0.8 6% -25 10% +00 8% -09 6% +0.5 98,700
55-64 28% -0.2 22% +23 15% +09 14% -0.1 12% -1.2 8% -19 64,400
65+ 12% 65 6% -1.7 5% +38 6% -76 6% -04 5% +38 13,800

Gender of head of household
Male 34% -43 19% -07 9% 26 6% -40 5% -31 3% -23 262,000
Female 37% -03 21% -18 13% -30 16% -19 12% -3.7 10% -1.8 93,100

Home owner status

Settled homeowner
(> 3 years)
Changeover buyer
(3 years or less)

First home buyer
(3 years or less)

32% -1.0 19% +0S9 10% -00 10% -0.7 8% -09 6% -0.2 262,400

52% -53 27% -73 8% -156 4% -173 4% -146 4% -96 28,500

38% 7.4 20% -38 8% -69 4% -90 4% -82 1% -7.1 64,300

Household income quintile

First quintile (poorest) 71% +6.2 67% +10.9 64% +153 71% +6.2 67%+10.9 64%+15.3 21,400
Second quintile 41% -23.5 26% 266 11% -23.6 41% -23.5 26% -26.6 11% -23.6 39,800
Third quintile 49% -25 26% -35 13% -56 - - - 79,400
Fourth quintile 36% -05 16% +43 4% -0.2 - - - 99,300
Fifth quintile (richest) 15% +1.8 8% +56 2% +2.1 - - - 115,300

More than 43 per
cent of single

Notes: Calculations are reported for households paying a mortgage. Two housing affordability measures are presented: (i) the proportion of households spending

1 30 , 40 d 50 f Kly h hold di bl hi , and (if) thi f h holds in th: 1
géei?jsi;g utplizgten;o perpceernct?rzfouger cenl;eurfwfjnég p\grer:eemgtJ ofo \lAJ/ZEklOy hoffshsgld ed;::oogj]Elz?nciﬁ;ngnczZEswfw; co”st;, Zrsdrou?ﬁgt;ngocon?:ssial?inst]hnetboettom parents ln rented
les (1 40 ) of di bl lised .
Source: ‘B“Z&EWEQTE CURTIN tECONp(e)rr'ICIngtCCEN‘I'IIZEO\SEut;g?swggléﬁmlgﬁgggm ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14. accommodation
commit at least

More than 43 per cent of single parents in rented accommodation commit at least 30 per cent of
30 per cent of their income towards housing costs whilst living on a low income - an their income
increase of 4.3 percentage points since 2011-12 - with one in four paying more than towards housing

40 per cent (Table 8). Conversely, the share of single parents in more severe (50/50) costs whilst living
housing stress has fallen by over 5 percentage points since 2011-12, from 13 per cent

on a low income.
to 8 per cent.




One in five older
aged renters are

in severe housing
stress.

Lone person renters are also more likely to be in some form of housing stress, with
a third paying at least 30 per cent of their income in housing costs, and 23 per cent
paying more than 40 per cent. Around 14 per cent of lone person renters face severe
(50/40) housing stress.

A particular concern is the prevalence of housing stress among older age cohorts.
Among households headed by someone aged 65 or over in rental accommodation,
one third face ‘standard’ 30/40 housing stress. One in five older aged renters are
in severe (50/40) housing stress, facing the combined pressure of low incomes and
having to pay at least 50 per cent of that income on housing costs.

Table 8 Housing ‘stress’ measures for renters in Western Australia by household characteristics:
2013-14 and change from 2011-12

Proportion of h/h with more than
Housing affordability Proportion of h/h with X per cent of income on housing

measures more than x per cent of income costs and h/h income in lowest Number of
WA renters, 2013-14 committed to housing costs 40 per cent households

By household

characteristics >30% >40% >50% 30/40 40/40 50/40
Family composition
Couple only 21% +03 9% +1.2 5% 04 18% +30 9% +1.0 5% -0.1 57,000
Couple with children 28% -36 20% +5.2 13% +35 20% +2.3 15% +45 12% +53 64,800
One parent with children 46% +36 27% +26 8% 54 43% +43 26% +1.8 8% -S54 27,600
Lone person 39% 5.2 24% +4.0 14% +3.8 33% -33 23% +42 14% +34 75,500
Group households 31% +8.2 13% -30 4% 271 17% -39 13% 30 4% -21 23,000
Other one/multi households 19% -3.4 4% -16.0 0% -184 14% -80 4% -16.0 0% -18.4 14,100
Age of head of household
<24 23% -94 5% -122 0% -12.1 11% -17.1 5% -122 0% -12.1 17,600
25-34 26% 7.0 13% +09 7% +1.0 22% -36 12% +0.1 7% +0.8 86,500
35-44 36% +6.7 20% +56 7% -03 25% +79 15% +2.1 6% +0.0 61,800
45-54 41% +57 28% +58 18% +3.3 35% +10.6 28% +11.2 18% +7.1 47,000
55-64 26% -158 14% -1571 5% -165 24% -145 13% -130 5% -17.3 25,200
65+ 32% +2.5 26% +145 20% +14.8 32% +46 26% +145 20% +14.8 23,900
Gender of head of household
Male 26% 20 15% +36 9% +22 20% +1.7 13% +36 8% +2.7 169,300
Female 47% +02 23% -09 11% -41 35% -19 22% -1.3 11% -3.7 92,700
Household income quintile
First quintile (poorest) 53% 4.8 42% 63 33% 28 53% 48 42% 63 33% 28 55,800
Second quintile 53% 2.2 28% +82 8% +19 53% 22 28% +82 8% +1.9 69,400
Third quintile 20% +43 4% +3.0 2% +2.0 = - - 53,600
Fourth quintile 9% 37 4% +12 0% -23 = - - 45,500
Fifth quintile (richest) 2% 99 1% 46 0% -30 - - - 37,700

ALLWESTERN AUSTRALIA ~ 31% -13 18% +19 10% -0.1 25% +0.4 16% +1.8 9% +0.4 262,000

Notes: Calculations are reported for households in rental accommodation. Two housing affordability measures are presented: (i) the proportion of households
spending at least 30 per cent, 40 per cent and 50 percent of weekly household disposable income on housing costs, and (ii) the proportion of households
in the spending at least 30 per cent, 40 per cent and 50 percent of weekly household disposable income on housing costs, and whose incomes fall in the
bottom two quintiles (lowest 40 per cent) of disposable equivalised income.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Survey of Income and Housing (SIH), 2003-04 to 2013-14.




We begin by describing a broad picture of the housing market in Western Australia
followed by an analysis of how things have changed since our first Housing
Affordability report in 2014, which analysed data from the fourth quarter of 2013.
The period under consideration is now the fourth quarter of 2015, representing a two
year update. The data, supplied by REIWA, are arranged by twenty five sub-regional
areas within Perth and twelve WA regional urban centres which are defined as
operating as distinct housing market areas (REIWA 2015).

Using REIWA’s data for the last quarter of 2015, with 2,602 total sale transactions,
the median value of property transactions for suburbs within each sub-regional area
are mapped in Figure 5. The median transaction price is indicated by shades of blue,
with darker shades indicating progressively higher property sales prices.

The findings emphasise the diversity of prices within the Perth metropolitan area.
The median price of a three-bedroom established house in the Perth metropolitan
area was $485,000 at the end of 2015. The lowest median price, leaving out suburbs
with less than three transactions, was Parmelia, in Kwinana, at $272,500, while

the highest was $1.89 million in North Fremantle. It is generally the case that
established houses located in the inner city, along the river, and adjacent to the
coastline attract higher prices (the darkest shades in Figure 5). Itis also generally the
case that houses within a 10 kilometre radius from the city centre (as represented by
the General Post Office in Forrest Place) are more costly than those outside this ring.
These observations are consistent with the picture presented in our initial housing
affordability report. The two notable exceptions are Serpentine (5570,000) and
Pickering Brook on the eastern outer ring ($710,000) whose perhaps unexpected high
prices are due to the only 1 transaction in each case over this period.

It is interesting to compare the current prices with those in our previous study, which
used data from the last quarter of 2013. Figure 6 maps the growth rates (hot spots)
of house prices over this two year period, with larger percentage increases shaded

in progressively darker red and larger percentage decreases shaded in progressively
darker blue. The suburb with the largest decline of 48.2 per cent was Mindarie
(Wanneroo North West), where prices fell from $995,000 to $515,000. The suburb
with the greatest percentage increase, again abstracting from suburbs with less than
3 transactions, was Bicton, which saw its 2013 median price increase from $720,000
to a 2015 price of $1.26 million, representing a 75 per cent increase.

Keeping a roof over our heads



Figure 5 Median price of all established houses, by Perth metropolitan suburb: 2015Q4
| J \
S N
\
L / :
/
A\ |
j B
J_7

Wanneroo North West

ST

£
-

30km

ﬁf\r'
Median price
($'000)
. In/a
. |insufficient data
[ <300
[ 30010350
[ 350 to 400
I 400 to 450
I 450 to 500
I 500 to 550
I 550 to 600
I 600 to 650
I 650 to 700
I 700 to 750
I 750 to 800
I 300 to 850

7
I 350 to 900 LL“)?
I 200 to 950 1

I 950 to 1,000 g v\A

-
I > 1,000 \ﬁ h\cﬁ__///ﬂ ( B }\J;:‘ . el H

Rockingham

Note:  House prices are 2015Q4 median prices for all established 3-bedroom houses for each REIWA regional sub-market.
Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA.




HOUSING AFFORDABILITY Keeping a roof over our heads

Figure 6 Median established house price growth - 2015Q4 relative to 2013Q4
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Following the
decline in iron
ore prices over
this period,
Karratha has
seen its median
3 bedroom house

price fall from
$645,000 to
$300,000, and
Port Hedland
from $705,000 to
$465,000.

Figure 7 shows the median price of all multi-residential units in the last quarter

of 2015, which included a total of 1,292 sales transactions. The median price for

a multi-residential unit in the Perth metropolitan area was $430,000. The lowest
median price, ignoring suburbs with less than three transactions, was Orelig, in
Kwinana, at $185,000, while the highest median price was, again, North Fremantle at
$1.44 million.

The December quarter 2015 multi-residential unit sales data has fewer transactions
as compared with established houses. Moreover, multiple suburbs recorded no sales
in the base 20713 period. Therefore, it is more difficult to obtain a clear picture of the
spatial spread of multi-residential unit price growth. Nevertheless, the map in Figure
8 and its accompanying analysis identify several suburbs which experienced large
price growth - of 45 per cent or more. These included North Fremantle (5687,500

to $1.44 million), Inglewood ($364,750 to $545,000), and Rivervale ($352,500 to
$522,500). On the other hand, Sorrento ($1.60 million to $365,000; note only three
transactions) and West Leederville (5535,000 to $265,000) witnessed prices falling by
45 per cent or more.

REIWA collects sales data for major regional urban centres. The median price of
established houses in these centres for the December quarter 2015 are mapped
(Figure 9) to supplement our analysis of the Perth metropolitan area with an
understanding of the spatial distribution of prices across the state. To give some
idea of the financial circumstances of residents in these areas, we superimpose on
the map in Figure 9 the spatial distribution of median gross household income at the
suburban level.

As can be noted by darker shades of blue, the higher priced regional urban centres are
concentrated in Port Hedland and tourism locations such as Broome and Busselton.
This finding is a contrast from our previous report, for 2013. Following the decline in
iron ore prices over this period, Karratha has seen its median 3 bedroom house price
fall from $645,000 to $300,000, and Port Hedland from $705,000 to $465,000.

Regional centres with higher house prices are generally associated with higher levels
of household income, although this is by no means universally the case.
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Figure 7 Maedian price of all multi-residential units, by Perth metropolitan suburb: 2015Q4
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Figure 8 Median multi-residential unit price growth - 2015Q4 relative to 2013Q4
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Figure 9 Median price of established houses: by WA regional centres, 2015Q% prices
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Which properties can WA households afford, and where?

In this section we look at the degree to which housing affordability varies locally, by
examining mortgage and rental cost variations across the twenty five sub-regional
areas within Perth and twelve WA regional urban centres defined by REIWA to operate
as a distinct housing market area (REIWA 2015).

Following the previous Housing Affordability report we reintroduce the commonly
reported indicator of housing affordability - the ‘price-to-income’ ratio - to compare
the typical sales price of properties in each sub-regional market across Perth and
WA with the incomes of households who live in those areas. Recall that the price-to-
income measure is the sales price of a dwelling divided by a measure of household
income, the latter being a major determinant of the amount a prospective buyer is
able to commit to the purchase.

We continue to examine price-income ratios using the lower-quartile house/unit
price and the lower-quartile level of income, which is somewhat of a departure from
the norm where the average or median is mostly used, leaving out an analysis and
subsequent understanding of the lower income demographics in our state.

A note on the spatial distribution of income is warranted at this point. In our first
report which analysed the 2013 period, income data at the suburban level (matching
the sub-regions) were only for the Census year of 2011. In order to calculate the price-
income ratios using 2013 house prices we uprated the income data to 2013. For the
present analysis, in the absence of the new round of Census data (due next year), we
continue the methodology of uprating the 2011 income data, this time to 2015. The
note of caution here is that income is uprated by the same factor across the board
and does not account for regional variation, in particular those regions heavy in the
mining and associated sectors that witnessed reduced income from the softening
labour market.

Established housing costs

Table 9 shows the ‘'median multiples’ or price-income ratios for established price sales
across Perth and in the regional centres. As is the case with our previous report itis
presumed that a household with a median level of income might target properties at
the median price level.

The top three most expensive sub-markets are Western Suburbs ($1.40 million),
Vincent/Stirling South East ($900,000) and Perth City ($890,000).

Western Suburbs has the highest price-to-income ratio of 11.9, indicating that it is
the least affordable. This is despite households in the collective suburbs earning the
highest annual income ($117,600). The sub-markets with the next two highest price-
income ratios are Fremantle and Vincent/Stirling South East, where in both cases a
median price house cost around 8.8 times the annual income in these sub-markets.
Table 9 also shows a comparison of the ratios and rankings with our last report. The
top three sub-markets are unchanged in terms of standing compared with the 2013




analysis. However, reflecting a softer market, the price-income ratios are all lower
than was the case in the previous report.

On the other end of the spectrum, the sub-markets with the lowest five price-income
ratios remain the same as before, with a slight shuffling in position: Wanneroo North
East, Wanneroo North West, Armadale, Serpentine-Jarrahdale and Kwinana. Their
ratios range around 5.0, representing a 0.5 point decrease from our last report.

The last two columns in Table 9 show the movement up or down the ranking and the
number of places gained/lost as compared with our last analysis. By and large there
has not been a significant change in positions. The biggest mover is Stirling West,
which fell by 3 places from last time, mainly due to a fall in the median price from
$845,000 to $786,625.

Keeping a roof over our heads



Table 9 Median price-income ratios for established houses, by WA housing sub-region: 2015Q4

Median household Median sales price

gross annual of established
Sub-regional income house
housing market area by sub-region, by sub-region, Median price-to-income ratio
Perth planning region 2015 $ 2015 S by sub-region

median h/h ratio ratio difference  changein
Sub-region income median sales price  (2013) (2015)  (2015-2013) ranking
Western Suburbs 117,600 ° 1,397,500 1 13.0 1 11.9 1 =1.1
Fremantle 82,300 © 727,500 ¢ 99 ¢ 8.8 - -1.1
Vincent/Stirling SE 101,900 - 900,000 ~ 9.0 = 8.8 3 -0.2
South Perth/Victoria Park 91,800 1 780,000 © 85 ° 85 4 -0.0 +1
Melville 96,900 ¢ 810,000 # 84 6 8.4 5 -0.1 +1
Perth City 107,100 - 890,000 = 83 7 83 ¢© +0.0 +1
Stirling West 99,700 © 786,625 © 89 4 79 7 -1.0 -3
Bassendean/Bayswater 76,000 22 570,000 ¢ 7.9 10 75 8 -0.4 2
Stirling East 70,400 2o 500,000 16 79 9 719 -0.8
Belmont 75,100 23 525,000 14 79 8 7.0 10 -0.9 -2
Canning 78,400 <0 538,000 12 75 11 6.9 11 -0.6
Joondalup South 103,800 * 616,000 @ 6.5 12 59 12 -0.5
Wanneroo South 83,500 16 490,000 17 6.0 15 59 12 -0.1 +2
Cockburn 90,400 1~ 530,000 '3 6.4 13 5.9 14 -0.6 -1
Mundaring 96,000 © 560,000 17 6.0 14 5.8 15 -0.2 -1
Kalamunda 89,100 13 511,500 ° 6.0 16 5.7 16 -0.2
Gosnells 83,600 15 455,000 19 5.8 17 5.4 17 -0.4
Joondalup North 106,500 = 567,000 0 58 12 53 18 -0.5
Armadale 76,900 1 402,000 2 55 21 52 19 -0.3 +2
Swan 83,400 17 435,000 1 58 19 5.2 20 -0.5 -1
Wanneroo North East 96,900 7 487,500 18 54 22 5.0 21 -0.4 +1
Rockingham 83,300 & 415,000 -2 55 20 50 22 -0.5 -2
Kwinana 72,100 ox 357,000 o 54 23 50 23 -0.5
Wanneroo North West 87,900 14 435,000 71 5.3 24 49 24 -0.4
Serpentine-Jarrahdale 95,200 10 440,000 20 4.9 25 46 25 -0.3
Perth Planning Regions 87,500 535,000 6.6 6.1 -0.5
Mandurah/Murray 47,000 13 385,000 4 9.0 1 82 1 -0.8
Busselton Urban Area 58,400 ¢ 470,000 = 78 ¢ 8.1 2 +0.2
Albany Urban Area 54,000 12 370,000 & 7.2 3 6.8 3 -0.4
Geraldton/Greenough 55,100 11 360,000 ¢ 7005 6.5 4 -0.6 +1
Broome Urban Area 88,100 # 535,000 1 7.2 4 6.1 5 -1.1 -1
Carnarvon Urban Area 56,700 10 315,000 10 59 8 56 6 -0.3 +2
Bunbury Greater 67,900 © 372,000 © 57 ¢ 55 7 -0.3 +2
Esperance Urban Area 66,600 7 340,000 © 6.2 6 5.1 8 =11 2
Balance of Regional WA 72,300 © 290,000 1~ Lo 4.0 9 -0.4 +3
Northam 60,300 © 240,000 3 4.6 10 4.0 10 -0.7
Port Hedland 157,700 » 500,000 - 6.0 7 3.2 11 -2.8 -4
Kalgoorlie/Boulder 115,200 3 314,500 11 3.2 13 2.7 12 -0.5 +1
Karratha Urban Area 165,100 1 360,960 7 45 11 2.2 13 2.3 -2
Regional WA 72,400 365,000 5.5 5.0 -0.5

Notes: Sales price is the 2015Q4 median price for all types of established housing for each REIWA sub-regional housing market area. Income is median household
gross annual income by sub-regional market, imputed from Census 2011 and uprated to 20155s.
Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011.




Keeping a roof over our heads

Turning now to low income households we calculate the price-income ratios using
the lower quartile of income. An assumption that we continue to uphold from our last
analysis is that households in this category target an established house at the lower
quartile price level (Table 10).

The price-income ratio rankings are very similar to that of the median multiples.
Western Suburbs, Vincent/Stirling South East and Fremantle remain the least
affordable markets for Tow income earners while Kwinana and Serpentine-Jarrahdale
are the most affordable sub-markets.

Whilst the rankings are similar between the median and lower income analyses, the
burden of owning a home is significantly higher for households on lower quartile
incomes. Take for example the sub market of Joondalup South, selected as it falls

in the middle of the price-income range for both median and low income analyses.
The median price-income ratio is 5.9. On the other hand the same area is markedly
less affordable for lower income households, with a lower quartile price-income
ratio of 9.7.

Turning now to regional WA, Mandurah/Murray, Busselton and Albany have the
highest price-income ratios at both the median and lower quartile levels. Reflecting
the downturn in the iron ore sector, at least with respect to lower prices, the Karratha
urban area has overtaken the Goldfield’s city of Kalgoorlie at the bottom of the tables.

Multi-residential unit sales

This section considers the affordability of multi-residential dwellings in the Perth
metropolitan area and in regional centres. Table 11 shows the price-income ratios, at
the median level, for unit sales in 2015Q4 compared to the analysis of the 201304
data in our previous report. The sub-region with the highest median price-to-income
ratio was Fremantle, which is unchanged since 2013, indicating that it is the least
affordable housing sub-region in which to purchase multi-residential units in the
Perth metropolitan area. The second least affordable sub-region for these dwelling
types was Belmont, which moved up three positions since 2013Q4. The median unit
price in Belmont for 2015Q4 was $432,500 compared to $403,250 in 2013Qx4.

At the other end of the price-to-income spectrum are the sub-regions of Armadale
and Rockingham, where a median priced unit can be attained for less than $300,000.
Over the last two years, the price -to-income ratios in these suburbs have fallen,
indicating that units have become more affordable when compared with the 201304
data.

The price-income ratios in WA's regional centres should be interpreted with some
caution since many are derived from relatively few transactions over a single quarter.
Whilst there were 1,800 transactions in regional WA for established houses in
2015Q4, there were only 172 transactions for units over the same period. Busselton,
Mandurah and Port Hedland are among the least affordable regional centres for multi-
residential units during 2015Q4 where, notably both Busselton and Port Hedland
have become more unaffordable since the previous report. Less surprising was the fall
in price-to-income ratio in Karratha following the downturn in the mining industry.




Table 10 Lower-quartile price-income ratios for established houses, by WA housing sub-region: 2015Q4

LQ household

gross annual LQ sales price of
Sub-regional income established house
housing market area by sub-region, by sub-region, LQ price-to-income ratio
Perth planning region 2015 S 2015 S by sub-region

LQ h/h LQ ratio ratio difference  changein

Sub-region income sales price (2013) (2015)  (2015-2013) ranking
Western Suburbs 53,400 5 1,060,000 222 1 19.9 1 2.4
Viincent/Stirling SE 47,400 © 760,000 - 16.3 5 16.0 2 -0.3 +1
Fremantle 35,300 °5 564,500 7 19.4 2 16.0 3 -3.4 =1
Melville 45,600 13 660,000 * 151 © 145 4 -0.7 +1
South Perth/Victoria Park 46,1700 '~ 630,000 ° 146 8 13.7 5 -0.9 +3
Perth City 56,600 2 760,000 - 153 & 13.4 6 =1.9 -2
Belmont 35,500 ~« 472,000 17 149 7 133 7 -1.6
Stirling West 46,600 11 619,500 © 15.0 © 13.3 ¢ -1.7 -2
Bassendean/Bayswater 38,900 22 490,000 © 135 9 12.6 9 -1.0
Stirling East 36,200 -2 420,000 ¢ 13.0 10 11.6 10 -1.4
Canning 39,600 °0 445,000 14 125 11 1.2 11 -1.3
Cockburn 45,400 15 460,000 12 11.3 12 10.1 12 =11
Joondalup South 53,300 “ 516,000 ¢ 10.9 1= 9.7 13 -1.2
Kalamunda 46,700 10 435,000 15 10.1 15 9.3 14 -0.7 +1
Mundaring 49,400 7 460,000 12 10.3 1~ 9.3 15 -0.9 -1
Wanneroo South 45,600 13 422,000 17 9.8 16 9.2 16 -0.5
Swan 45,000 17 395,000 9 93 19 8.8 17 -0.6 +2
Rockingham 41,300 ¢ 359,000 = 9.4 7 8.7 18 -0.8 -1
Joondalup North 57,100 1 490,000 © 9.4 18 8.6 19 0.9 =1
Gosnells 45,200 16 386,500 <0 9.1 20 8.6 20 -0.5
Wanneroo North East 53,300 # 435,000 15 8.7 22 8.2 21 -0.5 1l
Wanneroo North West 47,400 ¢ 380,000 22 8.8 21 8.0 22 -0.8 -1
Armadale 41,200 19 322,500 24 8.3 25 7.8 23 -0.5 +2
Serpentine-Jarrahdale 51,100 © 385,000 71 8.4 ou 7.5 ou -0.9
Kwinana 39,200 21 285,000 5 8.4 23 7.3 25 -1.2 -2
Perth Planning Regions 44,600 430,000 10.4 9.6 -0.7
Mandurah/Murray 25,200 13 325,000 & 136 1 129 1 -0.7
Busselton Urban Area 32,200 © 410,000 123 ¢ 12.7 ¢ +0.4
Albany Urban Area 28,800 11 290,000 7 11.3 4 10.1 3 =1.3 +1
Geraldton/Greenough 28,000 12 267,250 ¢ 11.6 3 9.6 4 -2.0 =T
Bunbury Greater 34,000 7 310,000 5 9.8 6 9.1 5 -0.7 +1
Carnarvon Urban Area 33,100 8 287,500 & 8.7 8 8.7 6 -0.0 +2
Broome Urban Area 47,800 & 401,000 2 11.0 5 8.4 7 -2.6 -2
Esperance Urban Area 34,400 © 258,500 10 90 7 75 8 =1.5 =1
Balance of Regional WA 37,000 5 170,000 12 54 12 46 9 -0.8 +3
Northam 31,900 10 140,000 13 7.3 10 4.4 10 2.9
Port Hedland 91,400 - 372,500 = 84 9 41 1 -4.3 -2
Kalgoorlie/Boulder 64,300 3 243,000 11 4.7 13 3.8 12 0.9 +1
Karratha Urban Area 113,300 1 300,000 © 55 11 2.6 13 -2.9 -2
Regional WA 36,600 270,000 8.4 7.4 -1.0

Notes: Sales price is the 2015Q4 lower quartile price for all types of established housing for each REIWA sub-regional housing market area. Income is median
household gross annual income by sub-regional market, imputed from Census 2011 and uprated to 20155s
Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011.
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Table 11 Median price-income ratios for multi-residential units, by WA housing sub-region: 2015Q4

Median household Median sales
gross annual price of multi-
Sub-regional income residential unit
housing market area by sub-region, by sub-region, Median price-to-income ratio
Perth planning region 2015 S 2015 $ by sub-region
median h/h median ratio ratio difference  changein

Sub-region income sales price (2013) (2015)  (2015-2013) ranking
Fremantle 82,300 19 695,000 1 6.9 1 8.4 1 +1.5
Belmont 75,100 23 432,500 ¢ 57 5 58 2 +0.1 +3
South Perth/Victoria Park 91,800 11 525,000 > 6.1 2 57 > -0.4 -1
Canning 78,400 -0 415,000 17 59 & 53 & -0.6
Stirling East 70,400 5 360,000 15 59 3 5.1 5 -0.8 -2
Kalamunda 89,100 1 445,000 @ 50 12 50 © +0.0 +6
Stirling West 99,700 © 488,750 57 ¢ 49 7 -0.8 -1
Western Suburbs 117,600 1 575,000 - 51 10 49 8 -0.2 +2
Bassendean/Bayswater 76,000 22 365,000 14 51 9 4.8 9 -0.3
Melville 96,900 7 463,750 7 5.4 7 4.8 10 -0.7 =3
Viincent/Stirling SE 101,900 © 477,500 © 50 1 4,7 11 -0.3
Perth City 107,100 2 480,000 © 54 ¢ 45 12 -0.9 -4
Kwinana 72,100 24 317,500 20 2.9 23 4.4 13 +1.6 +10
Wanneroo North West 87,900 14 369,500 13 46 13 4.2 14 -0.4 -1
Gosnells 83,600 15 350,500 17 4415 42 15 -0.2
Joondalup South 103,800 = 479,000 10 4.0 21 4.0 10 +0.1 +5
Swan 83,400 17 336,500 18 4.5 14 4.0 17 -0.4 -3
Cockburn 90,400 1~ 360,000 1° 4.2 18 4.0 18 -0.2
Wanneroo South 83,500 16 330,000 19 4.0 20 4.0 19 -0.1 +1
Joondalup North 106,500 = 380,000 1 3.9 22 3.6 20 -0.3 +2
Rockingham 83,300 18 293,312 21 4.3 16 3.5 21 -0.8 -5
Armadale 76,900 -1 270,000 ¢~ 4.1 ¢ 35 2 -0.5 -3
Wanneroo North East (a) 96,900 7 42 17
Mundaring (a) 96,000 ¢
Serpentine-Jarrahdale (a) 95,200 10
Perth Planning Regions 87,500 430,000 5.4 4.9 -0.5
Busselton Urban Area 58,400 © 418,500 * 6.1 2 7.2 +1.0 +1
Mandurah/Murray 47,000 13 320,000 7.5 1 6.8 ¢ -0.6 -1
Port Hedland 157,700 ~ 910,000 1 4.1 9 5.8 > +1.7 +6
Bunbury Greater 67,900 © 335,000 > 49 4 4.9 &4 -0.0
Geraldton/Greenough 55,700 11 255,000 8 56 3 46 5 =1.0 =2
Esperance Urban Area 66,600 7 288,000 7 45 7 43 6 -0.2 +1
Balance of Regional WA 72,300 5 292,000 © 41 8 4.0 7 -0.1 =+
Albany Urban Area 54,000 1 195,000 10 47 5 36 8 =11 -3
Broome Urban Area 88,100 4 312,500 5 47 6 35 9 =1.1 =3
Northam 60,300 @ 170,000 11 2.8 10
Carnarvon Urban Area 56,700 10 132,500 12 23 11
Kalgoorlie/Boulder 115,200 = 216,500 9 2.0 11 1.9 12 0.1 =1
Karratha Urban Area 165,100 1 85,250 13 3.2 10 0.5 13 -2.6 =
Regional WA 72,400 299,500 4.6 4.1 -0.5

Notes: Sales price is the 2015Q4 median price for all types of multi-residential units for each REIWA sub-regional housing market area. Income is median
household gross annual income by sub-regional market, imputed from Census 2011 and uprated to 20155s. (a) No/insufficient data on housing
transactions.

Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011




Table 12 Lower quartile price-income ratios for multi-residential units, by WA housing sub-region: 2015Q4

LQ household LQ sales price

gross annual of multi-
Sub-regional income residential unit
housing market area by sub-region, by sub-region, LQ price-to-income ratio
Perth planning region 2015 S 2015 S by sub-region

LQ h/h LQ ratio ratio difference  changein

Sub-region income sales price (2013) (2015)  (2015-2013) ranking
Fremantle 35,300 25 481,500 1 12.0 1 13.7 1 +1.7
Belmont 35,500 -« 350,000 1~ 9.4 ¢ 99 » +0.5 +4
Stirling East 36,200 22 335,000 13 101 4 9.2 3 -0.9 +1
Canning 39,600 <0 366,250 11 105 2 9.2 4 -1.3 =2
Melville 45,600 4 417,000 = 10.2 3 9.1 ° -1.1 -2
South Perth/Victoria Park 46,100 12 415,000 = 9.4 7 9.0 6 -0.4 Sl
Stirling West 46,600 1 415,000 “ 99 5 89 7 -1.0 -2
Viincent/Stirling SE 47,400 8 393,300 © 8.6 ¢ 8.3 8 -0.3 +1
Bassendean/Bayswater 38,900 22 322,500 15 8.3 10 83 ¢ -0.0 Sl
Kalamunda 46,700 10 381,500 © 8.2 11 8.2 10 -0.1 +1
Western Suburbs 53,400 3 420,000 - 6.6 22 79 1 +1.2 +11
Cockburn 45,400 15 327,500 14 T4 0 7.2 12 -0.2 +3
Joondalup South 53,300 5 382,500 & 6.7 21 7.2 13 +0.5 +8
Perth City 56,600 - 389,000 ¢ 88 ¢ 6.9 14 -1.9 -6
Wanneroo South 45,600 13 313,250 17 6.9 19 6.9 15 -0.1 +4
Swan 45,000 1/ 305,000 ¢ 7.5 14 6.8 16 -0.7 -2
Wanneroo North West 47,400 © 320,000 16 8.0 12 6.8 17 =1.2 =5
Gosnells 45,200 16 305,000 & 7.8 12 6.7 18 -1.1 -5
Joondalup North 57,100 368,000 10 6.7 20 6.4 19 -0.3 +1
Rockingham 41,300 ¢ 250,000 -0 6.9 17 6.1 20 -0.9 -3
Armadale 41,200 1 237,500 21 6.9 18 5.8 21 =1.2 =3
Kwinana 39,200 1 215,000 -~ 49 23 55 22 +0.6 +1
Wanneroo North East (a) 53,300 4 7.3 16
Mundaring (a) 49,400 7
Serpentine-Jarrahdale (a) 51,1700 &
Perth Planning Regions 44,600 345,000 8.4 7.7 -0.7
Mandurah/Murray 25,200 13 265,500 4 10.4 1 10.5 1 +0.1
Port Hedland 91,400 - 910,000 59 9 10.0 © +4.0 +7
Busselton Urban Area 32,200 9 295,000 2 9.3 3 9.1 3 -0.1
Esperance Urban Area 34,400 © 279,000 3 73 7 8.1 4 +0.8 +3
Bunbury Greater 34,000 7 263,500 © 8.4 & 7.7 5 -0.7 =1
Geraldton/Greenough 28,000 12 200,000 7 96 2 7.1 6 2.4 -4
Balance of Regional WA 37,000 5 255,000 © 6.0 8 6.9 7 +0.9 +1
Albany Urban Area 28,800 11 180,000 @ 76 5 6.2 8 -1.4 =3
Northam 31,900 0 170,000 10 53 9
Broome Urban Area 47,800 # 178,500 ¢ 7.3 6 3.7 10 =36 -4
Carnarvon Urban Area 33,100 8 95,000 12 29 1
Kalgoorlie/Boulder 64,300 5 156,500 11 3.1 11 2.4 12 -0.6 =1
Karratha Urban Area 113,300 1 72,875 13 4.1 10 0.6 13 -3.4 =3
Regional WA 36,600 247,500 6.9 6.8 -0.1

Notes: Sales price is the 2015Q4 lower quartile price for all types of multi-residential units for each REIWA sub-regional housing market area. Income is lower
quartile (P25) household gross annual income by sub-regional market, imputed from Census 2011 and uprated to 20155s. (a) No/insufficient data on
housing transactions

Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011.




Affordable rentals - a social issue in WA

The private rental sector is an important component of the housing market. It

has the capacity to meet the demands of those seeking short-term or transitional
accommodation, provide an alternative longer-term accommodation option to suit
lifestyle choices, or as a rational insurance against adverse financial conditions,
business cycle movements or fixed-term employment. For many though, it is not the
housing tenure of choice, but rather a residual housing option.

This section uses REIWA’s rental price data from December 2015 to construct median
and lower-quartile rent-to-income ratios for the metropolitan sub-regional housing
markets and regional centres for the established housing sector (REIWA 2015).

Established house rental

Qver the course of the fourth quarter of 2015 there were 7,098 house rental
transactions in Perth metropolitan region.

Table 13 shows the rent-to-income ratios for median rental properties across Perth
and regional WA for the fourth quarter of 2015, compared to median household
income indexed to the same period. Our results indicate a positive correlation between
house sale and rental prices as expected, with Fremantle and Western Suburbs among
the most expensive rental sub-markets, as they are for those seeking to buy. These
two markets also rank as the two least affordable in terms of rental-income ratios.
The northern suburbs of Joondalup North and Wanneroo North West and the south
east region of Serpentine-Jarrahdale are the most affordable when it comes to the
rental of established houses. This is generally true for both median and low income
demographics.

All sub-regional housing markets in the Perth metropolitan area recorded a reduction
in rent-to-income ratio for established houses between 2013Q4 to 2015Q4. This
indicates that the rental market improved in terms of affordability over these two
years. Although the actual change in rent-to-income ratios were generally small

in magnitude it nevertheless reflected the adjustments which have occurred in the
private rental sector over the last two years.

Overall during 201504, the rent-to-income ratio for established houses in the
metropolitan areas was more affordable than those outside the capital.

The rent-to-income ratio for established housing in regional housing markets
associated with the resources sector in 2015Q4 have fallen compared to those in
2013Q4, particularly in Karratha and Port Hedland. Over the same time period,
Broome also became slightly more affordable for renters leasing an established
house.

Keeping a roof over our heads



Table 13 Median rent-income ratios for established houses, by WA housing sub-region: 2015Q4

Median household Median rental

gross weekly price of
Sub-regional income established house
housing market area by sub-region, by sub-region, Median rent-to-income ratio
Perth planning region 2015 S 2015 S by sub-region

median h/h median ratio ratio difference  changein
Sub-region income sales price (2013) (2015)  (2015-2013) ranking
Fremantle 1,582 19 545 3 0.39 1 0.34 1 -0.04
Western Suburbs 2,262 1 710 1 0.37 2 0.31 2 -0.06
Stirling West 1,918 © 550 2 0.34 & 0.29 3 -0.05 +1
Stirling East 1,354 oo 385 19 0.35 = 0.28 » -0.07 -1
Bassendean/Bayswater 1,467 22 415 14 033 ¢ 0.28 © -0.05 +1
Belmont 1,444 23 408 16 0.34 5 0.28 © -0.06 =1
Wanneroo South 1,606 6 435 11 0.30 2 0.27 7 -0.03 +5
Canning 1,508 20 403 17 0.32 ¢ 0.27 & -0.05
Viincent/Stirling SE 1,960 © 518 & 032 ¢ 0.26 9 -0.06 -2
Melville 1,864 7 490 © 0.31 ¢ 0.26 10 -0.05 -1
Kwinana 1,386 24 360 25 0.30 11 0.26 11 -0.04
South Perth/Victoria Park 1,766 11 450 10 0.30 = 0.25 12 -0.04 +1
Mundaring 1,847 9 463 8 0.28 18 0.25 13 -0.03 +5
Armadale 1,480 -1 370 ou 0.28 19 0.25 14 -0.03 +5
Cockburn 1,739 12 425 12 0.29 4 0.24 15 -0.05 -1
Perth City 2,059 ¢ 500 © 0.31 10 0.24 16 -0.06 -6
Swan 1,603 17 385 19 0.29 v 0.24 17 -0.05 -2
Gosnells 1,608 15 385 1 0.29 15 0.24 18 -0.05 -2
Kalamunda 1,713 13 410 15 0.28 17 0.24 19 -0.04 -2
Joondalup South 1,996 * 470 7 0.27 21 0.24 20 -0.04 +1
Rockingham 1,601 18 375 22 028 20 0.23 71 -0.04 -1
Wanneroo North East 1,863 8 418 13 0.27 23 0.22 22 -0.04 +1
Joondalup North 2,048 3 453 9 0.26 25 0.22 23 -0.04 +2
Wanneroo North West 1,691 14 373 22 0.27 22 0.22 24 -0.05 -2
Serpentine-Jarrahdale 1,830 10 395 18 0.26 2+ 022 *° -0.04 -1
Perth Planning Regions 1,683 415 0.29 0.25 -0.05
Carnarvon Urban Area 1,090 10 550 3 0.50 1
Mandurah/Murray 904 13 360 7 Q.44 2 0.40 2 -0.05
Busselton Urban Area 1,122 9 405 © 0.37 © 0.36 = -0.01 +2
Albany Urban Area 1,039 2 355 ¢ 0.32 7 0.34 & +0.02 +3
Broome Urban Area 1,693 4 560 2 0.44 3 0.33 5 -0.11 -2
Geraldton/Greenough 1,059 11 325 12 0.38 & 0.31 6 -0.07 =2
Northam 1,160 8 323 13 0.32 8 0.28 7 -0.04 +1
Bunbury Greater 1,306 © 358 @ 0.30 ¢ 0.27 ¢ -0.03 +1
Esperance Urban Area 1,281 7 340 11 0.25 11 0.27 9 +0.01 +2
Balance of Regional WA 1,390 © 355 ¢ 0.28 10 026 0 -0.03
Karratha Urban Area 3,175 1 750 1 0.37 © 0.24 11 -0.13 =5
Port Hedland 3,032 2 550 = 0.56 ¢ 0.18 12 -0.38 -11
Kalgoorlie/Boulder 2,215 3 370 © 019 12 017 13 -0.02 -1
Regional WA 1,391 400 0.30 0.29 -0.02

Notes: Rental value is the 2015Q4 median rent for all types of established housing for each REIWA sub-regional housing market area. Income is median
household gross weekly income by sub-regional market, imputed from Census 2011 and uprated to 2015Ss.
Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011.
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Table 14 Lower quartile rent-income ratios for established houses, by WA housing sub-region: 2015Q4

LQ household

gross weekly LQ rental price of
Sub-regional income established house
housing market area by sub-region, by sub-region, LQ rent-to-income ratio
Perth planning region 2015 $ 2015 S by sub-region

LQ h/h LQ ratio ratio difference  changein

Sub-region income rental price (2013) (2015)  (2015-2013) ranking
Fremantle 678 25 415 3 0.75 1 0.61 1 -0.13
Belmont 682 -4 350 1© 0.62 * 0.51 = -0.11
Western Suburbs 1,026 = 500 062 3 0.49 3 -0.13
Stirling West 896 11 430 - 0.56 7 0.48 * -0.09 +3
Stirling East 697 23 330 21 061 & 0.47 5 -0.13 -1
Bassendean/Bayswater 749 22 350 15 0.58 5 0.47 © -0.12 =T
Canning 762 20 350 15 0.56 ¢ 0.46 7 -0.10 +2
Melville 878 14 400 * 0.56 ¢ 0.46 & -0.11
Vincent/Stirling SE 912 8 400 & 0.58 © 0.44 © -0.14 -3
Rockingham 794 18 340 19 0.50 15 0.43 0 -0.07 +3
Kalamunda 898 10 375 9 0.49 14 0.42 11 -0.08 +3
Cockburn 873 15 360 12 0.53 10 041 12 -0.12 -2
South Perth/Victoria Park 887 12 365 11 051 12 0.41 13 -0.10 -1
Kwinana 755 21 305 o« 0.48 17 0.40 14 -0.08 +3
Wanneroo South 878 13 350 15 049 15 0.40 1© -0.09
Swan 865 17 340 ¢ 049 16 039 © -0.09
Joondalup South 1,025 5 400 4 0.46 21 0.39 17 -0.07 +4
Mundaring 949 7 370 10 047 15 039 8 -0.08
Gosnells 869 16 330 21 0.47 19 0.38 19 -0.09
Armadale 793 19 300 -5 0.47 0 0.38 0 -0.09
Serpentine-Jarrahdale 982 © 360 13 045 23 037 21 -0.08 +2
Perth City 1,089 - 395 71 0.51 11 0.36 22 -0.15 -11
Wanneroo North West 911 9 330 21 046 22 0.36 23 -0.10 =1
Wanneroo North East 1,025 ~ 365 1 0.45 2+ 036 2 -0.09
Joondalup North 1,099 1 380 @ 042 o5 035 -0.08
Perth Planning Regions 858 350 0.50 0.41 -0.10
Mandurah/Murray 484 13 300 6 0.74 2 0.62 1 -0.12 +1
Busselton Urban Area 620 ¢ 370 3 0.58 5 0.60 2 +0.02 +3
Albany Urban Area 555 11 310 5 0.54 7 0.56 3 +0.02 +4
Broome Urban Area 920 &4 470 2 0.75 1 0.51 4 -0.23 -3
Geraldton/Greenough 538 12 260 10 063 4 0.48 © -0.14 -1
Bunbury Greater 654 7 300 © 0.53 8 0.46 © -0.07 +2
Northam 613 10 260 10 0.55 ¢ 0.42 7 -0.13 -1
Esperance Urban Area 662 © 280 & 0.417 11 0.42 ¢ +0.01 +3
Balance of Regional WA 712 5 260 10 0.471 10 0.37 9 -0.05 +1
Karratha Urban Area 2,179 1 500 0.44 ¢ 0.23 10 -0.21 -1
Kalgoorlie/Boulder 1,236 5 270 ¢ 0.29 12 022 -0.07 +1
Port Hedland 1,758 ~ 350 “ 0.66 0.20 12 -0.46 =9
Carnarvon Urban Area (a) 637 8
Regional WA 704 300 0.49 0.43 -0.07

Notes: Rental value is the 2015Q4 lower quartile rent for all types of established housing for each REIWA sub-regional housing market area. Income is lower
quartile (P25) household gross weekly income by sub-regional market, imputed from Census 2011 and uprated to 2015Ss. (a) No/insufficient data on
housing transactions.

Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011.




Multi-residential unit rental

By far the most active market for renting units is Perth City, with 1,044 transactions
over the fourth quarter of 2015. As was the case in December 2013, where Perth City
also had the most active market with 1,171 transactions, this is not surprising given
that a high stock of units is located in residential areas around the CBD.

The sub-market of Fremantle was found to be the least affordable to median
households in the area seeking to rent units at the median price level. This is followed
by Belmont and Stirling East. These three locations were also the top three least
affordable housing sub-markets in December 2013. Overall, the magnitudes of the
rent-to-income ratios from 2013 to 2015 have decreased slightly, suggesting that
these sub-markets are now more affordable. Indeed, the rent-to-income ratios have
decreased in 2015 as compared with 2013.

The most affordable sub-markets in terms of multi-residential unit rentals are
Mundaring and Serpentine-Jarrahdale. The results for lower quartile income earners
targeting rental units priced at the lower-quartile are in line with the median analysis.

As was the case in the study using 2013 data, units in the Western Suburbs are
among the most affordable in Perth. The median rental price in December 2015 was
$405/week. By way of comparison the median unit rental price in Perth City was
S463/week. Along with a weekly income for Western Suburb households of $2,144/
week, the highest in the Perth metropolitan area, the rent-to-income ratio is 0.20.
This finding reflects the quality of some of the multi-residential unit stock in the
Western Suburbs. Most of the units in this sub-region comprise of older stock which
therefore attract a lower rental price.

The least affordable regional centres include Mandurah and Busselton while
Kalgoorlie, Karratha and Port Hedland are now among the most affordable.
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Table 15 Median rent-income ratios for multi-residential units, by WA housing sub-region: 2015Q4

Median household Median rental

gross weekly price of multi-
Sub-regional income residential unit
housing market area by sub-region, by sub-region, Median rent-to-income ratio
Perth planning region 2015 S 2015 S by sub-region

median h/h median ratio ratio difference  changein
Sub-region income rental price (2013) (2015)  (2015-2013) ranking
Fremantle 1,582 19 440 2 0.31 3 0.28 1 -0.03 +2
Belmont 1,444 25 390 7 0.31 ¢ 0.27 2 -0.04
Stirling East 1,354 25 350 17 032 1 0.26 3 -0.06 -2
Canning 1,508 20 360 15 0.30 5 0.24 4 -0.06 +1
Wanneroo South 1,606 6 380 10 0.28 © 0.24 © -0.05 +1
Bassendean/Bayswater 1,461 22 333 20 0.28 7 0.23 6 -0.05 +1
Perth City 2,059 2 463 1 0.30 & 0.22 7 -0.08 =3
Stirling West 1,918 © 4o5 & 0.27 ¢ 0.22 @ -0.05
Joondalup South 1,996 & 435 3 026 10 022 ¢ -0.05 +1
Cockburn 1,739 2 378 12 0.27 © 0.22 10 -0.05 -1
Kalamunda 1,713 13 370 14 0.25 15 0.22 11 -0.03 +4
South Perth/Victoria Park 1,766 11 375 13 0.26 1+ 0.21 12 -0.04 +2
Wanneroo North East 1,863 8 393 6 026 13 0.21 13 -0.05
Wanneroo North West 1,691 14 355 16 0.24 19 0.21 14 -0.03 +5
Swan 1,603 17 335 18 026 12 0.21 15 -0.05 -3
Gosnells 1,608 15 335 18 0.25 16 0.21 16 -0.04
Melville 1,864 7 385 8 025 17 0.21 7 -0.04
Armadale 1,480 21 305 3 0.26 11 0.21 18 -0.06 -7
Rockingham 1,601 18 323 21 0.23 20 0.20 1 -0.03 +1
Vincent/Stirling SE 1,960 © 385 8 0.24 18 0.20 20 -0.05 =2
Kwinana 1,386 24 270 ox 0.21 22 019 21 -0.02 +1
Joondalup North 2,048 3 380 10 0.22 21 0.19 22 -0.03 =T
Western Suburbs 2,262 1 405 © 020 23 0.18 23 -0.02
Mundaring 1,847 9 320 22 017 =«
Serpentine-Jarrahdale 1,830 10 200 25 011 =5
Perth Planning Regions 1,683 376 0.28 0.22 -0.06
Mandurah/Murray 904 13 325 6 0.41 2 0.36 1 -0.05 +1
Busselton Urban Area 1,122 9 360 4 0.34 = 0.32 2 -0.02 +1
Albany Urban Area 1,039 12 305 7 0.26 7 0.29 3 +0.03 +4
Bunbury Greater 1,306 © 330 © 0.28 © 0.25 4 -0.03 +2
Northam 1,160 8 280 10 0.22 ¢ 0.24 © +0.02 +4
Broome Urban Area 1,693 » 398 - 031 © 0.23 © -0.07 -1
Geraldton/Greenough 1,059 11 231 12 0.24 8 0.22 7 -0.03 +1
Balance of Regional WA 1,390 © 295 9 0.417 1 0.21 ¢ -0.20 =7
Esperance Urban Area 1,281 7 245 M 0.16 12 0.19 9 +0.03 +3
Karratha Urban Area 3,175 1 513 1 0.22 10 0.16 10 -0.05
Kalgoorlie/Boulder 2,215 3 300 @ 017 1 0.14 1 -0.03
Port Hedland 3,032 ¢ 375 3 031 & 0.12 12 -0.19 =8
Carnarvon Urban Area (a) 1,090 10 =1
Regional WA 1,391 335 0.28 0.24 -0.04

Notes: Rental value is the 2015Q4 median rent for all types of multi-residential units for each REIWA sub-regional housing market area. Income is median
household gross weekly income by sub-regional market, imputed from Census 2011 and uprated to 2015Ss. (a) No/insufficient data on housing
transactions

Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011.




Table 16 Lower quartile rent-income ratios for multi-residential units, by housing sub-region: 2015Q4

LQ household LQ rental

gross weekly price of multi-
Sub-regional income residential unit
housing market area by sub-region, by sub-region, LQ rent-to-income ratio
Perth planning region 2015 S 2015 S by sub-region

median h/h median ratio ratio difference  changein
Sub-region income rental price (2013) (2015)  (2015-2013) ranking
Belmont 682 24 318 12 0.56 = 0.47 1 -0.09 +2
Fremantle 678 -5 300 14 0.58 ¢ 0.44 2 -0.14 -1
Stirling East 697 23 300 14 0.56 ~ 0.43 3 -0.13 -1
Canning 762 20 320 ¢ 0.53 & 0.42 & -0.11
Wanneroo South 878 13 340 4 0.42 18 0.39 5 -0.03 +13
Stirling West 896 11 340 & 0.48 © 0.38 © -0.10
Cockburn 873 15 330 6 0.48 5 0.38 7 -0.11 =2
Kalamunda 898 10 330 © 0.43 © 0.37 ¢ -0.07 +7
Melville 878 14 320 © 0.47 ¢ 0.36 9 -0.10 -1
Bassendean/Bayswater 749 22 273 22 0.47 7 0.36 10 -0.11 =3
Armadale 793 19 280 21 0.45 10 0.35 11 -0.10 -1
Wanneroo North East 1,025 # 360 ¢ 0.44 12 0.35 12 -0.09
Wanneroo North West 911 9 320 9 0.417 19 0.35 13 -0.05 +6
Swan 865 1/ 300 1~ 0.44 13 0.35 14 -0.09 -1
Rockingham 794 18 273 22 0.40 20 0.34 15 -0.06 +5
Perth City 1,089 - 370 1 0.47 9 0.34 16 -0.13 -7
South Perth/Victoria Park 887 12 300 14 0.44 14 0.34 17 -0.10 -3
Joondalup South 1,025 © 345 3 0.45 11 0.34 18 -0.11 =7
Viincent/Stirling SE 912 8 300 14 0.43 16 0.33 19 -0.10 -3
Gosnells 869 1o 285 20 0.42 17 0.33 20 -0.10 -3
Mundaring 949 7 310 13 0.33 21
Kwinana 755 240 ou 0.38 1 0.32 22 -0.06 -1
Joondalup North 1,099 1 325 8 036 23 0.30 2= -0.06
Western Suburbs 1,026 3 300 14 0.36 22 029 -0.07 =2
Serpentine-Jarrahdale 982 © 200 25 0.20 =
Perth Planning Regions 858 300 0.46 0.35 -0.11
Busselton Urban Area 620 9 340 2 0.54 ¢ 0.55 1 +0.01 +1
Mandurah/Murray 484 15 250 7 0.65 1 0.52 2 -0.14 -1
Albany Urban Area 555 11 245 8 0.39 ¢ 0.44 5 +0.05 +6
Bunbury Greater 654 7 287 & 0.48 = 0.44 & -0.05 -1
Northam 613 10 260 © 040 7 0.42 +0.03 +2
Broome Urban Area 920 4 320 = 0.39 8 0.35 6 -0.05 +2
Esperance Urban Area 662 © 225 © 0.29 10 0.34 7 +0.05 +3)
Geraldton/Greenough 538 12 180 12 0.43 6 0.33 8 -0.10 =2
Balance of Regional WA 712 5 220 1 0.43 © 0.31 9 -0.13 =4
Kalgoorlie/Boulder 1,236 3 225 9 0.27 1 0.18 10 -0.09 +1
Karratha Urban Area 2,179 1 350 1 0.27 12 0.16 11 -0.11 +1
Port Hedland 1,758 ~ 275 © 0.48 * 0.16 12 -0.32 B
Carnarvon Urban Area (a) 637 8 -1
Regional WA 704 255 0.45 0.36 -0.09

Notes: Rental vdlue is the 2015Q4 lower quartile rent for all types of multi-residential units for each REIWA sub-regional housing market area. Income is lower
quartile (P25) household gross weekly income by sub-regional market, imputed from Census 2011 and uprated to 20155s. (a) No/insufficient data on
housing transactions

Source: BANKWEST CURTIN ECONOMICS CENTRE | REIWA, ABS Census 2011.
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While over two-thirds of Australian households enjoy owner occupation status

in 2013-14 and a quarter are able to secure housing in the private rental sector,

a significant minority of Australian households face difficulty in acquiring and
maintaining appropriate housing in private markets. Hence, the state and territory
governments, along with the not-for-profit sector, administer and deliver subsidised
rental housing services to low-income or special needs households who would
otherwise not be able to secure suitable accommodation without assistance.

These subsidised rental housing services are collectively know as social housing and
are delivered in various forms. Public housing is the major form of social housing,
followed by community housing. Public housing dwellings are owned and managed
by state and territory housing authorities and tightly targeted at low-income or
special needs households, while community housing is managed by community
organisations with government assistance and aimed at low-to-moderate income
households. Other forms of social housing include state owned and managed
Indigenous housing and Indigenous community housing.

In 2013-14, around 5 per cent of Australian households were in social housing, with
3.6 per cent living in public housing dwellings. While the number of public housing
households has declined slightly from 347,478 to 321,627 between 2006 and 2015,
the number of community housing dwellings has more than double from 30,7103 to
72,105 over the same decade. However, public housing clearly remains the dominant
form of social housing; currently there are around five times as many public housing
dwellings as there are social dwellings in Australia (SCRGSP, 2016).

Public housing is characterised by two key features. Firstly, tenants typically pay
rents that are set as a fixed percentage of their assessable income and capped at
market rents. While this percentage is around 25 per cent across Australia, some
jurisdictional differences exist in relation to the definition of assessable income and
the percentage of each income source that is assessable as rent. Hence, state and
territory governments ensure that rental payments increase and decrease in line with
income and in doing so, provide some protection against housing unaffordability.
Secondly, the supply of public housing is limited by the availability of public housing
stock and is therefore rationed. To cope with excess demand, state and territory
housing authorities operate wait lists (Wood et al., 2007; Dockery et al., 2008).

The remainder of this section presents up-to-date trends in the social housing sector,
in particular public housing. It analyses the degree to which social housing alleviates
housing cost pressures for low-income West Australian households and assesses

the public housing shortage in Western Australia compared with other states and
territories. Overall, the investigations reported in this section offer an assessment

of the extent to which the social housing sector is positioned to deliver housing
affordability outcomes for financially vulnerable West Australians.
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To what extent does social housing alleviate the housing cost
burden of WA households in need?

Because public housing rents are set as a fixed percentage of assessable income, the
public housing sector essentially delivers an in-kind rental subsidy which reflects

the difference between the market rent of the dwelling a public housing household is
occupying and the subsidised rent the household is paying. Figure 10 reports the real
average weekly rental subsidy per rebated household in public housing, reported in
2014-2015 dollars. The table highlights significant state and territory differences in
the real value of subsidy received by public housing households, which reflect state
and territory differences in market rents. In less buoyant housing markets such as
Tasmania and South Australia, the real average weekly rental subsidy is relatively
Tow at $92 and $114 in 2015 in Tasmania and South Australia respectively. State
and territory governments administering public housing in more expensive housing
markets, such as Western Australia, New South Wales and the territories, have to
deliver higher rental subsidies to public housing households in excess of $200 per week.

Figure 10 Real average weekly subsidy per rebated household in 2015, by state and territory, $ per week

300.0

250.0

200.0
150.0
100.0
0

NT ACT WA NSW Qld Vic SA Tas

Notes: Data for individual states and territories are subject to variations in accuracy. State and territory differences also exist in regard to incomplete or missing
information and coding errors. For more details on data quality, refer to SCRGSP (2016).

Source: AIHW National Housing Assistance Data Repository as reported in table 17A.40 of the Productivity Commission Report on Government Services (SCRGSP,
2016).

o

Real average weekly subsidy per rebated househld ($)

As shown in Figure 11, public housing rental subsidies ensure that almost all low-
income tenants pay rents below 30 per cent of their income. However, while most low-
income public housing households pay less than 25 per cent of their income in rent,
for significant proportions in Western Australia and New South Wales bear housing
cost burdens that range from 26 to 30 per cent. In Western Australia, the proportion
of low-income households paying between 26 and 30 per cent of their income in rent
is 47 per cent and in New South Wales this proportion is almost 60 per cent.

In relatively
expensive
housing markets,
such as Western
Australia, New
South Wales and
the territories,

housing
authorities deliver
public housing
subsidies in
excess of $200 per
week per rebated
household.




Almost all low-
income public
housing tenants
pay rents below
30 per cent of
their income.
However, 47

per cent of low-
income tenants in
Western Australia
bear housing cost
burdens of 26 —
30 per cent

18 per cent of
West Australian
low-income
community
housing tenants
are in housing
stress according
to the 30/40 rule.

As expected, low-income households in community housing bear a higher housing
cost burden as the public housing rental formula does not apply in the community
housing sector. The proportion of low-income community housing tenants who are

in housing stress according to the traditional '30/40’ rule is highest in Tasmania at
28 per cent, followed by Western Australia at 18 per cent. In these two states, only
around half of low-income community housing tenants pay rents below 25 per cent of
their income. In comparison, in other states and territories more than three-quarters
of low-income community housing tenants enjoy a rent-to-income ratio capped at

25 per cent of their income.
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Figure 11 Proportion of household gross income spent on rent by low-income households in public and
community housing, 2015 (a)

18 per cent of

(i) Public housing @ West Australian
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Notes: (a) Alow income household is defined as a household whose equivalised gross income falls in the bottom 40 per cent of the income distribution. (b) Data
for Queensland and the Northern Territory are not available.

Source: BANKWEST CURTIN ECONOMICS CENTRE | AIHW National Housing Assistance Data Repository as reported in table 17A.45 and table 17A.47 of the
Productivity Commission Report on Government Services (SCRGSP, 2016).




In 2015, the ratio
of public housing
applicants to
dwellings was
the highest in

Western Australia
among all states
and territories at
70 per cent.

Unmet need in the public housing sector

Because public housing is rationed and demand exceeds supply in every state

and territory, housing authorities operate wait lists on which eligible applicants
queue while awaiting public dwellings to become available. The number of wait list
applicants at any point in time represents excess demand that is not met by the
existing public housing stock. The ratio of wait list applicants to the existing public
housing stock provides a standardised measure that is comparable across states and
territories. As Figure 12 shows, the ratio of applicants to dwellings was the highest in
Western Australia among all states and territories at almost 70 per cent in both 20111
and 2015 despite a mild decline in intervening years. New South Wales, Tasmania and
the territories reported a rise in the ratio of applicants to dwellings over the five years,
indicating a possible worsening of the shortage of public housing dwellings relative to
demand over the years. On the other hand, Victoria, South Australia and Queensland
in particular have reported a decline in the number of applicants relative to dwellings.

Figure 12 Public housing applicants as a proportion of public housing dwellings, by state and territory,
per cent, 2011-2015
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Notes: Data for individual states and territories are subject to variations in accuracy over time. State and territory differences also exist in regard to incomplete or
missing information and coding errors. For more details on data quality, refer to SCRGSP (2016).

Source: BANKWEST CURTIN ECONOMICS CENTRE | AIHW National Housing Assistance Data Repository as reported in table 17A.5 of the Productivity Commission
Report on Government Services (SCRGSP, 2016)

Do the trends in the public housing applicant-to-dwelling ratio reflect changes in

the number of applicants or changes in the number of dwellings over time? Table 17
shows that a very mild decline in the number of public housing dwellings has been
taking place in every state and territory since 2015 with the exception of Tasmania,
where the number of public housing dwellings has dipped by 10 per cent. Hence, the
growing public housing shortage observed in states like New South Wales and the
territories can be fully attributed to a rise in the number of applicants. In Tasmania,
although the number of applicants on the wait list has dropped over time, the decline
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in demand of 3.5 per cent has been much milder than the decline in supply of 10 per
cent. In states like Queensland, Victoria and South Australia, the fall in demand has In the Western
outpaced the fall in supply resulting in an overall drop in the applicant-to-dwelling

ratio in these states. In Western Australia, the levels of observed demand and supply AustFahan 2
have remained more or less stagnant over time, resulting in a consistently high pubhc housmg
applicant-to-dwelling ratio of 70 per cent. sector, the
number of wait
list applicants
Table 17 Number of public housing applicants and dwellings, by state and territory, per cent, 2011-2015 and dwelhng
NSW  Vic Qid SA WA  Tas  ACT NT Aus StOCk.have both
Number of applicants on the public housing wait list (‘000) remalned more or
2011 46.2 383 30.3 215 234 3.0 16 22 1665 less constant over
2012 53.0 36.9 24.2 20.5 229 2.7 1.8 24 1643 time.
2013 57.6 358 17.8 196 212 1.9 22 28 1590
2014 57.8 34.6 15.0 195 20.0 22 23 31 1546
2015 57.3 345 126 19.1 227 26 23 30 1540
Oppualreofchange 5o 26% -19.8% -29% -0.8% -35% 10.4%  73% -1.9%
Number of public housing dwellings ('000)
2011 111.5 64.9 52.0 41.6 338 11.3 11.1 51 3314
2012 1123 64.8 51.8 40.9 339 1.2 1.0 51 3309
2013 111.2 64.6 51.7 40.0 337 11.1 11.0 51 3283
2014 110.8 64.5 51.4 39.4 335 8.4 10.8 50 3238
2015 110.2 644 51.2 394 334 7.2 10.8 49 3216
Annual rate of change

5071-2015 -03% -02% -04% -1.4% -04% -106% -05% -0.7% -0.7%

Notes: Data for individual states and territories are subject to variations in accuracy over time. State and territory differences also exist in regard to incomplete or
missing information and coding errors. For more details on data quality, refer to SCRGSP (2016).

Source: BANKWEST CURTIN ECONOMICS CENTRE | AIHW National Housing Assistance Data Repository as reported in table 17A.5 of the Productivity Commission
Report on Government Services (SCRGSP, 2016).

It is important to note that the applicant-to-dwelling ratios reported thus far reflect
only observed demand. Some low-income or special needs households may be
discouraged from applying for public housing due to the length of wait times. These
households are not reflected in wait list applicant numbers. Hence, the applicant-to-
dwelling ratios are likely to under-represent the extent of unmet demand in the public
housing sector.
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In recent years, homelessness has become a growing concern in Australia as reflected
in government focus on this issue. In 2008, the Federal government released a

White paper on homelessness that focused on early intervention and prevention, the
expansion and services, and delivery of specialist care for the long-term homeless.
This was followed closely by the 2009 National Affordable Housing Agreement and its
accompanying National Partnerships Agreements including the National Partnership
Agreement on Homelessness.

The growing importance of homelessness as a policy issue is also reflected in

more concerted efforts to count and track the homeless in recent years. The ABS
has now developed formal definitions of homelessness that can be applied to the
Censuses at different geographical levels. The ABS categorises homeless people into
six groups comprising those who are in severely overcrowded accommodation, in
supported accommodation for the homeless, in temporary accommodation with
other households including family and friends, in boarding houses, rough sleepers
orin other temporary lodgings (ABS, 2012). In Western Australia, government and
community services agencies recently partnered with Ruah Community Services as
the lead agency to survey 307 homeless individuals and 8 homeless families during
Perth Registry Week in early 2016. The homeless surveyed included individuals

who were sleeping rough, attending youth and adult drop-in centres, in crisis and
transitional accommodation, in hospital or at soup van locations (Ruah Community
Services, 2016).

The analysis in this section begins with a broad state-wide comparison of the
prevalence of homelessness to gauge the extent of the issue of homelessness in
Western Australia relative to other states. Next, we drill down into SA3 regions within
Western Australia to shed light on the geography of homelessness within the state,
in particular which regions exhibit high and Tow levels of homelessness’. Finally, we
highlight the various complexities with homelessness including precarious health
concerns and the distinctive meaning of homelessness to Indigenous persons.

In 2011, there were 48.9 homeless persons per 10,000 persons in the population
nationally, amounting to over 105,000 homeless persons in total. 39 per cent were
individuals in severely overcrowded accommodation, one-fifth were in supported
accommodation for the homeless, 17 per cent were in temporary accommodation
with other households, another 17 per cent were in boarding houses, 6 per cent were
rough sleepers and 1 per cent were in other temporary lodgings.

Following Wood et al.’s 2014 study on the spatial distribution of homelessness,
we employ two key measures of homelessness in this section - the homelessness
rate per 10,000 persons in each SA3 region and the region’s share of national
homelessness.

A comparison across states and territories in Table 18 reveals that residents of the
Northern Territory have an exceptionally high exposure to homelessness. In 2001,
the Northern Territory had 904 homeless persons per 10,000 population, almost 18

T We would like to thanks Gavin Wood, Deb Batterham, Melek Cigdem and Shelley Mallett for providing the homelessness estimates
reported in this section. The estimates were generated from the 2001 and 2011 Census under funding from the Australian Housing
and Urban Research Institute (AHURI).
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times the national rate. Although the homelessness rate in the Northern Territory
had declined to 731 homeless persons per 10,000 population by 2011, this was still
15 times the national rate. The Australian Capital Territory, Queensland and Western
Australia followed far behind in second to fourth positions in terms of vulnerability
to homelessness at 40 to 50 homesless persons per 10,000 in the state in 2011.

In South Australia and Tasmania, two states with less expensive housing markets,
the homelessness rate was quite low at less than 40 homeless persons per 10,000
population.

Between 2001 and 2011, some states and territories have become more vulnerable
to homelessness while others have become less vulnerable. In Western Australia,
Queensland, South Australia and Northern Territory, homelessness rates fell between
2001 and 2011. On the other hand, New South Wales, Victoria, Tasmania and the
Australian Capital Territory have all experienced rising rates of homelessness.

Table 18 Rate of homelessness per 10,000 population and count of homelessness, by state and territory,
2001 and 2011

State or territory 2001 2011
Rate per 10,000 persons Count Rate per 10,000 persons Count

NSW 36.4 23,041 40.8 28,190
Vic 38.9 18,154 42.6 22,789
Qid 54.8 19,316 45.8 19,838
SA 39.8 5,844 37.5 5,985
WA 53.6 9,799 42.8 9,592
Tas 27.5 1,264 31.9 1,579
ACT 30.4 16,948 50.0 15,479
NT 904.4 943 730.7 1,785

Source: BANKWEST CURTIN ECONOMICS CENTRE | Estimates from ABS (2012) as reported in Wood et al. (2014).

In 2011, New South Wales had the highest share of national homelessness,
accounting for one-quarter of the nation’s homeless persons (see Figure 13). This is
followed by Victoria and Queensland, each of which made up around one-fifth of the
share of national homelessness. Western Australia accounted for around 10 per cent
of the nation’s homeless count in 2011. Despite the Northern Territory’s heightened
exposure to homelessness as measured by its homelessness rate per 10,000
population in the territory, it contributed less than 2 per cent of Australia’s homeless
in 20711. While not shown in the figure, the shares of national homelessness made up
by each state and territory remained very similar between 2001 and 2011.

In 2011, the
Northern Territory
was the most
vulnerable to
homelessness,

followed by
Australian

Capital Territory,
Queensland and
Western Australia.

Western Australia
accounted for
around 10 per cent
of the nation’s
homeless count

in both 2001 and
2011, after New
South Wales,
Victoria and
Queensland.






















Indigenous
homelessness
is associated
with a sense of
loss of control,

or legitimacy
in, the public
space in which
an Indigenous
person resides.

Indigenous versus mainstream homelessness

While the ABS concepts and measures serve as a useful mainstream approach to
defining homelessness in Western Australia and nationally, it is important to note
that a mainstream approach does not readily apply to Indigenous Australians.
Memmott et al. (2003) point out that Indigenous homelessness is not necessarily
defined as a lack of accommodation but more so an Indigenous person’s loss of his or
her sense of control over, or legitimacy in, the public space where s/he resides. Hence,
the study proposes that Indigenous homelessness may be classified into three broad
categories.

The first group proposed by Memmott et al. (2003) refers to Indigenous public place
dwellers who may wish to return home but are forced to remain in an urban area out
of the need to access a service for oneself or a loved one, or a lack of resources or
capacity to arrange the travel home.

The second group comprises Indigenous individuals who are at risk of homelessness.
They include persons living in low-quality housing that may be unhealthy or

unsafe, experiencing crowded housing that is generating considerable stress, and
dysfunctionally mobile persons who are frequently moving due to personal or social
problems such as violence, alcohol abuse, or safety concerns.

Thirdly, the Indigenous concept of ‘home’ is closely linked with the concept of place
(rather than a building) associated with country and culture. Hence, Indigenous
persons can experience spiritual homelessness due to separation from their
traditional land or kinship networks.




A second complexity is that homelessness is not an isolated phenomenon. It is driven,
and coexists with a range of confounding factors relating to the area a person is living
in, as well as his or her personal and social predicaments.

Wood et al.’s (2015) study on the structural drivers of homelessness has found that
the demographic profile of an area is closely linked to its homelessness rate. Areas
with higher proportions of men, sole parents and Indigenous persons, as well as
greater income inequality, have higher homelessness rates.

However, surprisingly, the study pointed out that the relationships between housing
markets, labour markets and homelessness in an area are not straightforward.

The study found that areas with more affordable housing relative to demand and

low unemployment rates are associated with higher rates of homelessness. This
finding is counterintuitive. However, Wood et al. (2015) puts forward various possible
explanations. The first is the need to make a distinction between those who are at risk
of homelessness versus those who actually become homeless. The study points out
that in areas with high unemployment rates, rents are typically lower. Hence, while
there is a larger pool of people in these areas who are at risk of homelessness, only a
small number may actually become homeless. On the other hand, in areas with low
unemployment rates, rents are typically higher. Hence, while areas like these tend to
have a smaller population at risk of homelessness, a higher number are more likely to
actually become homeless.

Finally, homelessness is driven and prolonged by a range of health and psychosocial
concerns that affect a person’s mental and physical wellbeing. The 2016 Perth
Registry Week survey found that 71.3 per cent of the homeless respondents had at
least one serious health issue in addition to having been homeless for six months

or more. Many had complex health needs and had presented at the accident and
emergency department of hospitals in the last six months. These health conditions
are likely to be exacerbated by their homeless state, and range from mental to
physical. The survey also uncovered the vulnerability of homeless persons to violence,
threats, attacks and trauma. In addition, many homeless people are also mired in
legal matters that require frequent interactions with the justice system. Hence, the
multiplicity of issues that homeless people face significantly increases their risk of
death if accommodation is not found for them (Ruah Community Services, 2016).

Keeping a roof over our heads
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Location is one of the most important factors which households consider when
purchasing or renting a dwelling. In this section we update a set of spatial analyses
from our 2014 report. In particular, using REIWA (2015) data from the fourth quarter
of 2015 we seek to examine the following. First, for a household who can only

afford to use up to 30 per cent of their annual income to service a mortgage on an
established house what would be the annual income required to purchase a house

in the suburbs across Perth. Our second analysis can be thought of as inverting the
first: What proportion of household income would one need to apportion in order to
pay for house in the suburbs across Perth. The section ends with some examples of
the capacity of key workers in essential occupations (for example, in health, education
and the police service) to rent in different suburbs of Perth.

We begin by updating the analysis from the last report and examine the capacity of
Western Australian’s to service a mortgage using 30 per cent of their income to pay
pay for their housing costs. As before we ask the question: What income would a
household need to be earning to be able to afford a three bedroom house priced at the
median level in locations across the Perth metropolitan area?

Figure 18 illustrates the gross income required to afford a median three bedroom
house. Gradients in shades of green to red are used to show the income band required
to maintain mortgage repayments for a purchase of a three-bedroom house. As
expected, properties within the 10km ring of Perth CBD and along the coast attract
higher purchase prices, implying that a higher level of income is needed to service a
mortgage on these properties.

When compared to the findings from the previous report, several suburbs have
become relatively more affordable.

For example, in 2013 an annual income of $329,880 was required to service a
mortgage on a property in Coolbina. The most recent analysis “using data from”
2015 found that the income required has decreased by $112,924 to a gross income
of $216,956 per annum. A similar outcome of purchase of a three-bedroom home
in Coolbinia occurred in Peppermint Grove where an annual income of $767,113
was required in 2013. However, by 2015, it had decreased by over $150,000/

year to $615,032. Other examples of suburbs which have become more affordable
include Mindarie and Leederville where an annual income of $115,179 (reduction

of $107,351) and $165,947 (reduction of $100,194), respectively, were required to
service repayments in 2015.

Properties did not become more affordable in a uniform pattern and in some cases,
suburbs became less affordable. For example, in the suburbs of North Fremantle,
Burswood and Bicton the annual income required to purchase a three bedroom house
has increased by more than $100,000 a year since 2013.
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Figure 19 Capacity to pay for median house by median income households: by WA suburb

Notes: Prices are for 2015Q4. Capacity to pay is calculated as the proportion of median income in each sub-region required to service a standard mortgage to
buy the median house in that sub-region, using standard assumptions regarding deposit, interest rate and term
Source: BANKWEST CURTIN ECONOMICS CENTRE | Author’s calculations from ABS Census 2011 and REIWA (2015).




Figure 20 Capacity to pay for lower quartile house by LQ income households: by WA suburb
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Key workers are those employed in occupations which provide essential services to all
Australian’s including teachers, nurses, police and ambulance officers and those in
fire and emergency services. In this section we consider the affordability of housing
for key public sector workers in 2015 and compare the outcomes to the findings from
our 2014 report, which looked at 2013 data. The latest salary scales for key workers
were obtained from state government departments and are used with REIWA’s
December quarter 2015 rental price data for a range of dwelling types. In doing so,
we dre able to identify sub-regional housing markets that are affordable to key
workers in the Perth metropolitan region.

For most key workers, a shift towards more favourable rental conditions over the last
two years has increased the number of submarkets within which key workers can
rent an affordable dwelling (Table 20). For example, using the income and December
quarter rental price data from 2013, a firefighter with an income of $89,500 a year
could only afford to rent a three-bedroom unit in suburbs within the sub-markets

of Wanneroo North West, Kalamunda, Swan, Armadale, Gosnells, and Rockingham
(Cassells et al., 2014). Two years later, a firefighter on the same classification
wishing to rent the same dwelling can consider 13 more housing sub-markets,
including locations closer to the CBD such as South Perth, Victoria Park and Stirling
and still be able to enter into an affordable lease.

Similarly, there was an increase in the number of housing sub-markets available
to a registered nurse or midwife on Level 1.6 wishing to rent a one or two-bedroom
house in the Perth metropolitan area. In 2013, this key worker had a choice of only
13 affordable sub-markets (Cassells et al., 2014) while in 2015, the number had
increased to 22 sub-markets. Moreover, there are no sub-markets within the Perth
Metropolitan area which, considering income and lower quartile rental price, are
unaffordable. Also, an ambulance officer looking to rent a 1-2 bedroom house at the
median price range also has all the options available to him/her, including those in
Perth City. It is a comparable picture for the other key workers where, as shown in
Table 20, compared to two years ago, there are many more available sub-markets
in the affordable column and far fewer in the partially/selectively affordable and
unaffordable columns. Those suburbs which are largely unaffordable to Perth key
workers have not changed substantially since the 2014 report, including Perth City
and Western Suburbs (Cassells et al., 2014).

While most key workers have seen an increase in the number of suburbs in which
they can rent an affordable dwelling, the same cannot be said for those on the
minimum wage.

Table 20 shows that an individual on the adult award wage of $34,200 a year
cannot afford to rent a one-bedroom unit in the Perth metropolitan area, despite
targeting the lower quartile of the market. This finding is consistent with the
outcomes in the previous report and demonstrates that although changes to the
rental market have benefited many, it has not changed the availability of affordable
housing options for all.

Keeping a roof over our heads



Table 20 Affordable rental sub-regions for key workers in Western Australia

Key worker
at selected
experience level

Adult award wage
holder

Police officer,
3rd year of
service

Registered
nurse/midwife,
Level 1.6

Firefighter,
1st class

Ambulance officer,
St John
Ambulance
Paramedic - AP1

Teacher,
Senior

Notes:

Gross
annual
income

$34,200

$73,000

$77,600

$89,500

$94,800

$101,900

Target rental
property

1 bedroom unit,
Lower quartile price

2 bedroom unit,
Median price

1-2 bedroom house,
Lower quartile price

3 bedroom unit,
Median price

1-2 bedroom house,
Median price

3 bedroom house,
Upper quartile price

Sub-markets where suburbs
are affordable

None

Bassendean/Bayswater, Belmont,
Canning, Fremantle, Melville, South
Perth/Victoria Park, Stirling East,
Stirling West, Joondalup North,
Wanneroo North West, Mundaring,
Swan, Armadale, Gosnells,
Cockburn, Kwinana, Rockingham

Bassendean/Bayswater, Belmont,
Canning, Fremantle, Melville, Perth
City, South Perth/Victoria Park,
Stirling East, Stirling West, Vincent/
Stirling SE, Western Suburbs,
Joondalup North, Joondalup South,
Wanneroo North East, Wanneroo
North West, Kalamunda, Swan,
Armadale, Gosnells, Cockburn,
Kwinana, Rockingham

Bassendean/Bayswater, Belmont,
Canning, Melville, South Perth/
Victoria Park, Stirling East,

Stirling West, Viincent/Stirling SE,
Joondalup North, Joondalup South,
Wanneroo North West, Wanneroo
South, Kalamunda, Swan,
Armadale, Gosnells, Cockburn,
Kwinana, Rockingham

Bassendean/Bayswater, Belmont,
Canning, Fremantle, Melville, Perth
City, South Perth/Victoria Park,
Stirling East, Stirling West, Vincent/
Stirling SE, Western Suburbs,
Joondalup North, Joondalup South,
Wanneroo North East, Wanneroo
North West, Kalamunda, Swan,
Armadale, Gosnells, Cockburn,
Kwinana, Rockingham

Bassendean/Bayswater, Belmont,
Canning, Stirling East, Joondalup
North, Joondalup South, Wanneroo
North East, Wanneroo North West,
Wanneroo South, Kalamunda,
Mundaring, Swan, Armadale,
Gosnells, Serpentine-Jarrahdale,
Cockburn, Kwinana, Rockingham

Assume 30 per cent of weekly income is the maximum available for rental commitment.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from REIWA (2015).

Comparison with
2013 (number of
sub-markets)

01in 2015, 01n 2013,

Difference of O

171n 2015, 81in 2013,

Increase of 9

221in 2015, 131in
2013, Increase of 9

191in 2015, 61in 2013,

Increase of 13

221in 2015, 181in
2013, Increase of 4

181in 2015, 18 in
2013, Difference of O

Based on rental transactions in the Perth Planning Region for the fourth quarter 2015 period. Volumes less than 3 transactions are not used.



Sub-markets where

suburbs are partially/
selectively afforable

None

Vincent/Stirling SE,
Western Suburbs

Comparison with
2013 (number of
sub-markets)

0in 2015, 01in 2013,
Difference of O

2in 2015, 91in 2013,
Decrease of 7

Sub-markets
where suburbs
are unaffordable

Bassendean/Bayswater, Belmont,
Canning, Fremantle, Melville, Perth
City, South Perth/Victoria Park,
Stirling East, Stirling West, Vincent/
Stirling SE, Western Suburbs,
Joondalup North, Joondalup South,
Wanneroo North West, Cockburn

Perth City, Joondalup South

HOUSING AFFORDABILITY Keeping a roof over our heads

Comparison with
2013 (number of
sub-markets)

15in 2015, 17 in
2013, Decrease of 2

21in 2015, 31in 2013,
Decrease of 1

None 01in 2015, 7in 2013, None 01in 2015, 11in 2013,
Decrease of 7 Decrease of 1

Fremantle, Western 21in 2015,101in 2013, Perth City 11in 2015, 61in 2013,

Suburbs Decrease of 8 Decrease of 5

None 0in 2015, 21in 2013, None 0in 2015, 11in 2013,

Decrease of 2 Decrease of 1

61in 2015, 4in 2013, Western Suburbs

Increase of 2

11in 2015, 31in 2013,
Decrease of 2

Fremantle, Melville,
Perth City, South Perth/
Victoria Park, Stirling
West, Vincent/Stirling SE
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In 2013, the Bankwest Curtin Economics Centre (BCEC) commissioned its first
housing affordability survey which was designed to shed light on the wider effects of
high housing costs in WA and to learn from the personal housing stories of Western
Australian families. 1,458 individuals responded to the survey in 2013, providing a
rich bank of data on WA-specific experiences of housing affordability in that year.

The 2015 BCEC Housing Affordability Survey provides a timely follow-up survey on
the housing costs of Western Australian families given recent changes in house prices
and trends. Like its predecessor, the 2015 survey was administered online and open
to anyone living in WA. Hence, it is able to shed light on whether and how housing
affordability experiences have changed in WA since 20713, using the 2013 survey

(see Cassells et al 20714) as the base for identify changes over time. Importantly, the
scope of the 2015 survey has been expanded to include Queensland and New South
Wales (NSW) in 2015, permitting comparisons of the affordability position of West
Australians relative to two other states.

The 2015 survey sought to collect a representative sample by location (metropolitan
and rest of state), age and income. To do this the survey was circulated through
panel data companies. The survey was also promoted through a variety of additional
sources?, primarily in Western Australia to maximise responses for the general
analysis, and was made available to the public from early November 2015 to mid-
December 2015. QOverall, 4,357 responses were received, including 1,829 in WA.

Overall, the demographic profile of the Survey sample was broadly representative of
the state’s population profile. A majority of Western Australian respondents lived in
the metropolitan region and the age profile of the survey respondents also reflected
the state’s age profile, although there was a slight under-representation in the group
aged 65 and over.

A third of all WA respondents were renting in the private rental sector, a further third
owned their properties with a mortgage and 19 per cent owned their homes outright.
Less than ten per cent of respondents were living at home with their parents or
renting from a state or community housing provider. The survey does have an over-
representation of private renters in comparison to owner purchasers, to be expected
given the comparative affordability issues of the two groups.

The survey asked for respondents to indicate their income bands. 15 per cent of
all WA respondents had an annual income below $31,000, a quarter had incomes
between $31,000 and $70,000 per year and a third had incomes between $70,000
and $124,999. As shown in Figure 21, the incidence of private renting is higher in
Tow to moderate income brackets, while home ownership with a mortgage is the
dominant tenure in those income categories above $125,000 a year. Significant
proportions of those on low incomes are outright owners. This is indicative of the
financial position of retired households who have stopped working but have also
paid off their mortgage debt.

2 We would like to thank the following organisations for helping to promote/distribute the survey: Real Estate Institute of WA, Real
Estate Institute of Queensland, Foundation housing, WA Housing Authority, Shelter WA, the Department of Regional Development,
UWA student guild, Post graduate Association at the University of Sydney, the Wheatbelt Development Commission, WACOSS.




Variations in housing tenure status also existed across different household types.
QOver half of couples with children occupied homes with a mortgage (53 per cent) while
single parents with children were most likely to be residing in the private rental sector
(57 per cent). Retired households were most likely to own their properties outright (66
per cent), although 15 per cent were still servicing a mortgage on their property and

a further 10 per cent were in the private rental sector. This reflects a change to the
traditional housing pathway where households would have paid off their mortgage
loans and become outright owners by the time they enter retirement. As confirmed

in a previous BCEC report on household savings and debt, nationally there has been
evidence of growing mortgage indebtedness among home owners in their 50s since
the 1990s (Cassells et al., 2015).

Figure 21 Distribution of housing tenure by household income band, WA respondents
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50.0

40.0
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20.0

10.0

Under $31,000- $70,000- $90,000- $125,000-  $150,000-  $175,000- $200,000 or
$31,000 $69,999 $89,999 $124,999 $149,999 $174,999 $199,999 over

Rented from State or community housing provider
M Private rental sector
B Owned with a mortgage
B Owned outright
W Living with parents

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015
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Almost half of all
respondents from
WA spent more
than 30 per cent
of their income

on housing costs
with a quarter
spending more
than 4o per cent.

83 per cent of
households
with incomes
between $31,000
and $70,000 per
year paid over

30 per cent of
their income in
housing costs and
29 per cent paid
over 50 per cent.

Housing costs and self-assessed financial situation

The survey asked respondents to estimate the proportion of their gross income spent
on mortgage or rental costs. Figure 22 shows that almost half of all respondents
from WA spent more than 30 per cent of their income on housing costs with a
quarter spending more than 40 per cent. The housing cost burden of those on low

to moderate incomes is even more severe. 83 per cent of households with incomes
between $31,000 and $70,000 per year paid over 30 per cent of their income in
housing costs and 29 per cent paid over 50 per cent. However, a comparison of the
2013 and 2015 surveys reveals that the housing cost burden of households paying
rents or mortgages in WA have reduced over the two years, largely due to a sustained
drop in rents and house prices over this period in many areas within the state.

Figure 22 Self-assessed housing cost burdens, WA respondents

30.0
25.0
20.0
15.0
100
0.0
Less than 10% 10-19.9% 20-29.9% 30-39.9% 40-49.9% 50% +
B 2075 survey outcomes (WA) W 20713 survey outcomes (WA)

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015 and Cassells et al,, (2014).

The distribution of housing cost burdens were similar in the private rental and owner
occupier sectors in 2015. However, the income profiles of the two tenure groups are
very different. 40 per cent of households in the $31,000 - $70,000 income range were
renting and 13 per cent were owners with a mortgage. In comparison, 54 per cent

of those in the $125,000 - $150,000 income bracket were owners with a mortgage
compared and only 24 per cent were renting. The similar housing cost burdens across
the two groups reflect the fact that on average mortgage payments tend to be higher
than rental payments in WA.
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Table 21 Housing cost burdens by housing tenure, WA respondents

S Over a third
public or of households
community Rented in .

: housing the private  Owned with Owned Living with paying over
Housing cost burden provider sector a mortgage outright parents 30 per cent Of
Less than 10% 3 4 8 4 15 o g

their income in
10-19.9% 11 13 15 1 6 h 5 t
20-29.9% 49 19 19 1 2 O.USlng costs
30-39.9% 14 20 24 2 6 said that they
40-49.9% 10 13 19 0 > were forced to do
50% + 4 15 12 2 4 so because there
Don't know 4 8 6 2 13 were no other
Not prepared to say 4 3 4 1 6 options.
I Tive rent free/no mortgage 1 6 1 86 45

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Of course, it should be noted that some households have made a choice to take on
high housing cost burdens while others have been forced to so by low income levels. In
particular, high cost burdens in the lowest income groups leave little resources left for
other essential expenditure such as food and clothing after paying for housing. Over a
third of households paying over 30 per cent of their income in housing costs said that
they were forced to do so because there were no other options (Figure 23). However,
the second and third most commonly mentioned reasons were “by choice to access a
preferred location” (28 per cent) or a “preferred house type” (22 per cent).

Those forced to spend more than 30 per cent of their income on housing costs
generally earned less than $70,000 annually (although a third earned between
$70,000 and $125,000 a year) and were mostly residing in the private rental sector
(58 per cent). Private renters were twice as likely to state that they were forced to Private renters
pay over 30 per cent of their ingome in housing costs compared .to qwner purchasers. were twice as
Households forced to take on high housing costs to access housing in the private :

rental sector are potentially more vulnerable to homelessness than other tenure 11kely to state that
groups. Adverse life shocks or sudden unanticipated additional expenditure may they were forced
potentially push these households into acute housing stress. to pay over 30

per cent of their

income in housing
costs compared to
owner purchasers.




West Australians
revealed a
financially
comfortable
position for
most (61 per
cent). However,

significantly, 28
per cent regarded
their financial
situation to be
either poor or
very poor.

Figure 23 Reasons for spending more than 30 per cent of income on housing costs, WA respondents

Forced - no other options available

By choice - to access a preferred location

By choice - to access a preferred house type/size

fForced - to access a suitable location

By choice - to get on to the housing ladder

fForced - to access a suitable house type

By choice - to secure an investment opportunity

0 5.0 10.0 15.0 20.0 25.0 30.0 350

Per cent of respondents

Notes: Respondents could choose more than one option.
Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

The survey also sheds light on the self-assessed financial perceptions of respondents
via a question on their perception of their financial position. West Australians
reveadled a financially comfortable position for most (61 per cent). However,
significantly, 28 per cent regarded their financial situation to be either poor or very
poor. Only 11 per cent of the West Australian respondents assessed their financial
position to be either prosperous or very prosperous. However, when asked whether
they felt better off than two years ago, the respondents were equally divided between
‘Yes’ (33 per cent), ‘No, | feel worse off’ (34 per cent) and ‘About the same’ (33 per
cent).

Unsurprisingly, households’ assessments of their financial situation are correlated
with their income levels. In the lowest income bracket (up to $31,000), 60 per cent of
respondents reported feeling poor or very poor compared to only 25 per cent of those
on a moderate annual income of $70,000 to $89,000. When compared to the findings
from the 2013 survey, there had been a decrease in the proportion of households in
the lowest income category describing themselves as being poor or very poor, and an
increase in the proportion of those who felt financially comfortable (Cassells et al.,
2014).

Self-assessed financial wellbeing also varies by housing tenure and housing costs.
As shown in Table 22, owner occupiers are more likely to feel financially comfortable
or prosperous relative to private renters or indeed those living with their parents.
This shows the important influence that home ownership status has on perceptions
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of financial prosperity. It is widely accepted that in the Australian context, home
ownership contributes significantly to one’s sense of socioeconomic status and

social identity (Colic-Peisker et al., 2015). Furthermore, outright owners have low
housing costs; this would undoubtedly have positive effects on their sense of financial
prosperity. On the other hand, respondents renting from public or community
housing providers were the most likely to perceive themselves as poor (40 per cent) or
very poor (11 per cent). Given that the majority of tenants in social housing pay rents
of less than 30 per cent of their income, these perceptions are likely to be income
related than housing cost driven. Ouerall, around half of those paying more than 50
per cent of their income on housing costs described themselves as being either poor
or very poor (see Table 23).

Table 22 Self-assessed financial situation by housing tenure, WA respondents

Rented from public

Financial or community Rented in the Owned with a Owned Living with
situation housing provider private sector mortgage outright parents
\ery Prosperous 3% 2% 3% 2% 0%
Prosperous 0% 6% 10% 13% 6%
Comfortable 47% 53% 67% 68% 50%
Poor 40% 32% 17% 15% 35%
Very poor 11% 8% 3% 2% 8%
Total 100% 100% 100% 100% 100%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Table 23 Housing cost burden and self-assessed financial situation, WA respondents

Housing cost burden Financial situation
Very

Share of income Prosperous Prosperous Comfortable Very poor
Less than 10% 6 12 68 12 2
Atleast 10% and under 20% 4 16 65 13 2

At least 20% and under 30% 2 8 67 18 4

At least 30% and under 40% 2 6 61 27 4

At least 40% and under 50% 3 3 51 40 4

At least 50% 3 4 39 40 14

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.




Just over a third
(36 per cent)

of households
indicated that

a 10 per cent
increase in rents

or mortgage
payments would
have a major
impact on the
affordability of
their housing.

Respondents were asked to indicate on a scale of one to ten what impact a 10 per
centincrease in direct housing costs would have on their current financial situation.
A ranking of 1-4 was defined as having little to no impact, 5-7 a moderate impact,
and 8 and above being regarded as a major impact. Just over a third (36 per cent)
of households indicated that a 10 per cent increase in rents or mortgage payments
would have a major impact on the affordability of their housing.

When considered in relation to tenure, almost half of all private rental tenants
anticipated the proposed increase would have a major impact on their financial
situation (Figure 24). Retired couples were the least likely to affected by an increase
in housing costs, while single parent households were the most likely to experience a
major impact, which mirrors the findings from the 2013 survey (Cassells et al., 2014).

Figure 24 Impact of increased housing costs on financial situation by tenure, WA respondents

60.0

50.0

30.0

Per cent

20.0

10.0

Little to no impact

Moderate impact Major impact

m oAl B Private renters B Owners with a mortgage

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

Perceptions of housing affordability

Traditional measures of affordability such as housing stress status allocate
households to a category based on a set measure, for example a ratio of income to
rent/mortgage costs. This can provide an incomplete picture of affordability as it
does not distinguish between those who have chosen to take on a high housing cost
burden versus those who have been constrained to do so. Furthermore, a low income
household may have a relatively low housing cost burden of under the 30 per cent,
but find that in absolute terms it has little residual income to spend on essential
expenditures after paying for housing.
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This survey adopts a different approach to traditional methods by asking respondents
to rate, on a scale of 1 to 10, how affordable they consider their housing to be. A Comparisons
ranking of 1-4 is defined as unaffordable, 5-7 mid-range, and 8 and above being

between the 201
regarded as affordable. As shown in Figure 25, over 80 per cent of respondents d 5
regarded their housing to be either affordable or in the mid-range in 2015. ALl 2013.surveys
Comparisons between the 2015 and 2013 surveys show a big fall in the number of show a big fall
respondents regarding their housing as unaffordable. This is largely attributed to a in the number
decrease in rents in the private rental sector since 2013. of respondents
regarding their
Figure 25 Perceptions of housing affordability, WA respondents hOUSHIg &
unaffordable.
45.0
40.0
35.0
30.0
g 250
E 20.0
15.0
10.0
5.0

Unaffordable Mid range Affordable

W 2015 W 2013

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Consistent with the findings from the 2013 survey (Cassells et al.,, 2014), a far greater A far greater
proportion of private renters considered their housing to be unaffordable compared proportion of
to owner purchasers (Figure 26). However, 47 per cent of private renters in the 2015 .

) : . o i i ) private renters
survey considered their housing to be within the mid-range, which shows an increase Ylaenl e
in perceived affordability since 2013 (Cassells et al., 2014). Similarly, the proportion ConSI. ered their
of owners with a mortgage who found their housing unaffordable fell significantly housing to be
between the 2013 and 2015 surveys. unaffordable

compared to

Respondents are more likely to perceive their housing as being unaffordable as
housing cost burdens rise (Figure 27). For example, 48 per cent of those contributing owner purchasers.
more than half their income to pay for housing regarded it as being unaffordable.
Lower income groups were, unsurprisingly, far more likely to rate their housing as
unaffordable (Table 24).




Figure 26 Perceptions of housing affordability by housing tenure, WA respondents
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Figure 27 Perceptions of housing affordability by housing cost burden, WA respondents
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In the Towest income group (up to $31,000), 27 per cent of those paying less than

30 per cent of their income in housing costs rated their housing as unaffordable while
25 per cent paying more than 30 per cent rated their housing as affordable. In the
$31,000-570,000 income bracket the figures were very similar. Hence, the survey
data indicate that households that traditionally fall outside the bottom 40 per cent
of the income distribution may still perceive their housing as unaffordable. However,
they are not captured as households in housing stress using traditional measures.

Table 24 Perceptions of housing affordability by income group, WA respondents

Unaffordable Mid-range Affordable
Under $31,000 25 47 29
$31,000 to $69,999 24 41 35
$70,000 to $89,999 21 39 39
$90,000 to $124,999 17 45 38
$125,000 to $149,999 15 LL 41
$150,000 to $174,999 10 46 45
$175,000 to $199,999 6 44 50
$200,000 or over 16 26 58

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

A breakdown of housing affordability perceptions by household composition revealed
that single parents with children regarded their housing to be the most unaffordable
(33 per cent), while retired households (8 per cent) and couples without children (16
per cent) were much less likely to perceive their housing as unaffordable.

In the lowest

income group
(up to $31,000),
27 per cent of
those paying less
than 30 per cent
of their income
in housing

costs rated

their housing

as unaffordable
while 25 per cent
paying more than
30 per cent rated
their housing as
affordable.

Single parents
with children
regarded their
housing to

be the most
unaffordable

(33 per cent).
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| am a 35 year old female with a young family renting a two-bedroom detached
home with a small back garden. We live within the inner ring of the capital city so
that we can cycle to work and have opted to both work part time to reduce the hours
that we require child care. Despite having two steady reliable jobs, home ownership
feels completely out of reach.

Our housing story

We have been at this property for a year. Before moving into this property, we
were forced to move three times in as many years, including a three month stint
of being homeless between tenancies. We found ourselves being required to move
so that properties could be tenanted by family members or put up for sale. Every
time we moved it was expensive. There are costs associated with moving, changing
the utilities as well as rapid increases in the cost of rent. The experience has been
extremely stressful and anxiety inducing.

When we moved into this property, we negotiated a two-year lease and requested
that the owners give us some indication that we could rent this property for them in
the long term. | imagine that it is the most housing security that we can hope for. As
tenants we are at the whim of the owners. In previous houses, landlords have made
it clear that the bond will not be returned for even the smallest of reasons. There was
one unit we rented which we didn’t even bother to unpack - we would not be staying
beyond the 6 month lease. When you are paying such a large portion of your income
to housing costs this lack of security and autonomy does not seem fair.

Housing affordability

We live from week to week at the moment and our rent consumes 40 per cent of our
income. There is no capacity to save money. The location we have chosen is more
expensive than if we lived further away from the city, however, the transport costs
negate any savings we may achieve from reducing our rent. As a family we have
chosen to be within cycling distance from work which gives us exercise, is cheaper
than public transport and the reduced travel time affords us more family time.
Although it is more expensive, we decided to rent a detached house rather than

a unit so that our children could have a back garden and we could grow our own
vegetables.

We realise we have made choices and trade-offs for this stage of life but it is our
intention that this is a short term situation while our children are young. Once they
get to school, we aim to work full time so that the extra income, plus the reduction
in child care costs will help us to save. It is our hope that these decisions don’t
prevent us from entering home ownership at some point. The only people | know
with mortgages are those who have had financial support from their parents or have
received inheritances. We won't be afforded such privileges. It's terrifying to think
of the reality of renting as an older couple. | would love my own house, | just know |
could make it into an amazing home if | just had the opportunity.




HOUSING AFFORDABILITY Keeping a roof over our heads

Those households that reported their housing to be unaffordable were asked
questions about the effect of sustaining their housing costs on mental or physical
health, social life, relationships, spending on children, essential and non-essential
expenditure and the ability to go on holiday. Almost 80 per cent of respondents
stated sustaining housing costs affected their ability to go on holiday, with over 60
per cent reporting an impact on non-essential expenditure. 55 per cent of respondents
reported sustaining high housing costs affected their mental health.

Figure 28 Life domains that are affected by having to sustain housing costs, WA respondents

Spending on your children
Your physical health

Your relationships

Your essential expenditure such as food

Your mental health

Your social life

Your non-essential expenditure such as entertainment

Your ability to go on holiday

00 100 200 300 400 500 600 700 800 90.0

Per cent

Notes: Respondents could choose more than one option
Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Housing costs, choice and trade-offs

The choice of dwelling has implications for the cost of housing both directly

through rent or mortgage payments and utility bills, and indirectly via commuting
costs, access to services and maintenance costs among others. It is through these
indirect costs that factors such as location become important from an affordability
perspective (often termed affordable living). This section examines housing choice; in
particular what drives housing decisions and the trade-offs households make when
selecting their home.

Households were asked to indicate the single most important factor they considered
when choosing the dwelling they lived in. Table 25 describes the relative ranking of
alternative factors, where the highest ranked factor is assigned a score of 1 and a

55 per cent of
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reported
sustaining high

housing costs
affected their
mental health.




19 per cent of
both owners and
private renters
were forced to
locate more than

10km away from
their preferred
location to
access affordable
housing in 2015.

value of 0.5, for example, means the factor is considered half as important as a factor
with a score of 1. Location was the most important decision making factor followed
by affordability and neighbourhood characteristics. These were also reported to be
the most important factors in the 2013 Housing Affordability Survey (Cassells et al.,
20714) and align with the findings of the Department of Housing and Departments of
Planning’s 2013 study on housing choice in Perth and the Peel regions.

Table 25 Decision making factors in housing choice, relative ranking, WA respondents

Relative ranking  Relative ranking

Distance of alternative location 2015 2013
Location (for example, easy access to work, schools, friends, family) 1 1

Affordability 0.83 0.68
Neighbourhood characteristics (e.g. amenities, safety and security) 0.38 0.29
It was the best option available at short notice 0.24 0.42
Size (number of bedrooms for example) 013 0.10
Space (large rural ot for example) 0.09 0.05
Specific features (such as appearance or energy efficiency) 0.08 0.07
Other (please specify) 0.07 0.11

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015 and Cassells et al,, (2014).

Given the importance of location to the housing decision making process, respondents
were asked if they were required to make any location trade-offs to access their
current dwellings. Similar to the 2013 survey, almost two thirds of respondents had
purchased or were renting in their preferred location. However, 19 per cent of both
owners and private renters were forced to locate more than 10km away from their
preferred location to access affordable housing in 2015. This trade-off to secure one’s
dwelling leads to increased commuting costs and, for many, dislocation from an
existing community.

Those renting from state or community housing providers were less likely to secure
their preferred location when compared to private renters or owners with a mortgage,
unsurprising given dwellings are allocated and not specifically chosen by applicants.
There is a shift since the 2013 survey where private renters reported being less able to
access their first choice location compared to home owners (Cassells et al., 2014).
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Table 26 Dwelling location relative to households’ first choice location by tenure, WA respondents

In both the 2013
Rented from state or

Distance of Owner/ Private community housing and 2015 surveys,
alternative location Mortgage renter provider

most respondents
Yes, | bought/rented in my preferred location 65 66 58 o

] living more than

No but | am Tiving less than 5km away 9 11 8 :
No I am living 5-10 km away 7 5 12 5km from thelr.
No | am Tiving 10-20 km away 4 4 10 preferred location
No | am living more than 20 km away 15 15 12 were forced to

do so because
of affordability
reasons.

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

In both the 2013 and 2015 surveys, most respondents living more than 5km from
their preferred location were forced to do so because of affordability reasons. For
example, 47 per cent of respondents living more than 10km from their first choice
location indicated it was the best that they could afford and 20 per cent of those
living 10-20km from their first choice location reported they were forced to change
location to secure the type/size of house they wanted. Almost two thirds of those
living more than 20 km away from their first choice location were living outside
metropolitan Perth. Those in the capital city were slightly more likely to access their
preferred location (57 per cent) when compared to those residing in the regions.

Those unable to access their first choice location were asked what trade-offs they
would be willing to accept in order to access a dwelling closer to their preferred
location (Figure 29). Households were least willing to accept a reduction to the
number of bathrooms, bedrooms or living areas while more willing to compromise on
lot size, construction type and the proportion of outdoor space.




For those
households
residing in their
preferred location

half had to
make sacrifices
to access the
location.

Figure 29 Respondents willingness to accept trade-offs to access dwelling in preferred location, WA
respondents

Reduced number of bathrooms
Reduced number of living areas
Alternative house type
Reduced number of bedrooms
Reduced overall house size
Reduced outdoor space
Reduced lot size

Alternative construction type

0 20.0 40.0 60.0 80.0 100.0 120
Per cent of respondents

I Yes H No B Maybe

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015 and Cassells et al., (2014).

For those households residing in their preferred location half had to make sacrifices to
access the location. Considering those in their preferred location who made sacrifices,
26 per cent bought a smaller house, 23 per cent were paying higher housing costs
than planned and 21 per cent sacrificed other items of expenditure to afford to live in
the location.




‘The Ryan Family’s’ story
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| Single parent family, regional private rental sector

I am a 46 year old female living with my older teenage children. We have been
renting a three bedroom detached house through the private rental sector for the
last five years. We moved to this major regional centre from a smaller town because
| wanted the children to go to a particular high school, so the location of my current
house was determined by the catchment zone. | am paying more rent than | would
have liked, but it was a trade-off | was willing to make.

My housing story

While my house is in a good location, the dwelling itself is not much to speak of.
Itis in poor repair and the owners have made it clear that they are not interested in
maintaining it. Being in the private rental sector means that you have to constantly
battle limitations that aren’t present in other tenures. | spend so much of my
income on my accommodation and the fact that it doesn’t meet my needs makes
me feel like | am not getting my money’s worth.

Housing affordability

We have never been financially secure since | separated from my husband and
became a single parent almost 16 years ago. Last year | was made redundant. | am
now on Newstart, which covers my rent, and | also receive child support and family
tax benefit. I've been unwell with physical health problems for the last few years and
| worry about my children’s future - like any parent. But when | had my job | felt a
bit better about things and | felt | was moving forward, achieving something. People
say “why don’t you better yourself?” But these little things [house, iliness, work] are
mentally draining. | keep reminding myself | have so much more than some other
people.

Our lease is due to expire soon and | am sure they are going to increase the rent.
They say “it’s only $5 a week more” but | don’t have that at the moment. Next year
when child support ends | will have to move, unless | have a job. While I'm looking for
employment, | have also returned to study my university degree. It’s hard to know
whether | should study full or part time - one will get the degree finished faster, but
the other gives me more capacity to work.




The cost of commuting affects the day to day lives of many households. It also affects
their productivity, which in turn has economy wide implications. Longer commutes
for households result in reduced income after paying for travel costs as well as lost
time spent travelling. It may also deter job search, especially amongst low-paid
individuals (Maclennan et al., 2015).

The survey asked how close to work a respondent currently lived and compared the
response to how close they said they would like to live. Figure 30 shows the results.
Similar to the findings of the 2013 survey, unsurprisingly households would prefer to
live closer to work than they are currently located. The most preferred travel to work
options were to be within walking distance or a short drive away. This was followed

by being able to access work within a 10 to 20 minute drive or being within cycling
distance. These preferences occurred regardless of income. Almost twice as many
respondents wanted to walk to work than were currently able to do so and three times
as many respondents had to drive more than 30 minutes to work compared to the
number wanting to do such a trip. Twice as many respondents wished to make a short
public transport journey to work of less than 20 minutes than the number currently
doing it. The findings show that West Australians desire to live closer to where they
work and want better access to efficient public transport. There is a preference to be
active on the way to work by walking or cycling rather than relying on a car.

Figure 30 Commuting patterns and preferences, count of WA respondents
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Managing housing costs

A majority of respondents (63 per cent) reported that it was very rare for them to
experience difficulty in meeting housing costs or they never had a difficulty (Figure
31). Private renters were more likely to struggle to meet costs. The proportion of
private renters struggling to meet their housing costs has reduced since 2013, a
finding which reflects the increasingly favourable rental conditions in the state over
the last two years. However, interestingly, between 2013 and 2015 there has been
a decline in the proportion of owners with a mortgage who indicate that they never
have difficulty meeting their housing costs - indicating that two years along, some
households were finding it more difficult to meet this expenditure. This could be

an indication of changing patterns of employment in WA following a contraction

in mining related employment that has impacted on households’ ability to make
mortgage repayments easily.

Figure 31 Frequency of difficulty meeting housing costs by tenure, WA respondents
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.
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of private renters
struggling to
meet their
housing costs has
reduced since

2013, a finding
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conditions in the
state over the last

two years.

Among respondents that had fallen behind on mortgage or rental payments, half were
from the private rental sector. Single parents were also over-represented among those
who have fallen behind on these payments (27 per cent). Figure 32 clearly shows that
those who have fallen behind in their payments have incomes in the lower categories.
Interestingly, 18 per cent of those who have fallen behind their payments have
incomes between $90,000 to $125,000, which is perhaps higher than expected and
may indicate households overstretching to access a preferred location.




Respondents
with incomes
less than $90,000
were most likely
to have taken
emergency

measures such as
borrowing money
from family and
friends to pay
their housing
costs.

Figure 32 Households who have fallen behind on mortgage or rental payments by income band, WA
respondents
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Two thirds of all respondents indicated that they had implemented cost management
strategies to make their housing costs more manageable in the last 2 years with
households with incomes between $90,000 and $124,999 the most likely to
implement such strategies.

Across all income categories, the most widespread strategy to reduce housing

costs was not focussed on the dwelling itself, but to reduce expenditure on other
items. Those with incomes over $175,000 a year were most likely to have cashed in
other investments and/or negotiated a better interest rate reduced their mortgage
repayments or moved to a dwelling with lower housing costs. Households in the
$125,000 - $150,000 income categories reduced their housing costs by negotiating
lower rents or switching mortgage lenders. Respondents with incomes less than
$90,000 were most likely to have taken emergency measures such as borrowing
money from family and friends to pay their housing costs. Respondents also included
some of their own strategies for reducing costs. A number of respondents have moved
or taken in tenants to reduce rent or mortgage repayments. Others had reduced their
bills by installing solar panels and using grey water on the garden.

Households most likely to be employing cost savings strategies were those living with
a friend or in a group household (78 per cent) and single parents (74 per cent). Only
13 per cent of private renters who had employed strategies to reduce housing costs
had negotiated to reduce their rent.




Figure 33 Strategies to manage housing costs by tenure, WA respondents
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This section provides a regional snapshot of housing affordability in the state in
2015. The survey asked respondents to identify the local government area (LGA)
in which they lived. LGAs were then identified as being within metropolitan or non-
metropolitan regions. 698 survey responses (39 per cent) were from regional WA.

Respondents from regional WA were more likely to reside in the private rental sector,
less likely to own their dwellings outright and slightly more likely to have a mortgage.
The proportion of respondents living with parents or in a state or community housing
provider was close to metropolitan profile. The regional WA household profile in
terms of age and income mirrored broadly the metropolitan profile. Geographically,
responses were received from across regional areas in WA. A quarter or all responses
were from the Mid-West and a similar proportion were from the Wheatbelt region
(Table 27).

Keeping a roof over our heads



Table 27 Geographic distribution of respondents in regional WA

Gascoyne 6.0%
Goldfields 6.5%
Great Southern 7.3%
Kimberley 2.3%
Mid West 25.8%
Pilbara 10.5%
South West 18.7%
Wheatbelt 23%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

There were no spatial differences in respondents’ self-assessed financial perceptions.
Participants largely considered themselves comfortable in both metropolitan (60 per
cent) and regional (61 per cent) WA. Respondents in regional WA were more likely to
indicate that they felt better off than two years ago (38 per cent) compared to those
in the metropolitan region (29 per cent).

Respondents in regional WA who pay rents or mortgages were more likely to be
spending between 30 and 40 per cent of their income on housing costs but less likely
to be spending above 40 per cent than metropolitan respondents (Figure 34). The
former were also more likely to be spending less than 20 per cent of their income on
housing costs. However, the story is rather different when examining perceptions of
affordability.

Figure 34 Self-assessed housing cost burdens, regional versus metropolitan WA
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Respondents in regional WA regard their housing as more unaffordable than their
metropolitan counterparts. Almost a quarter of all regional respondents reported that
their housing was unaffordable, compared to just 17 per cent of those in metropolitan
areas (Figure 35). Moreover, fewer respondents in the regions identified their housing
as being affordable. Overall, housing in regional WA is perceived as more unaffordable
compared to the metropolitan area.

Figure 35 Perceptions of housing affordability, regional versus metropolitan WA
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Households in regional WA with incomes between $31,000 and $90,000 perceived
their dwellings to be substantially more unaffordable than their metropolitan
counterparts. There was little spatial difference in the perceptions of housing
affordability for those with incomes below $31,000.

Private renters in regional WA reported their housing to be more unaffordable than
those private renters within the metropolitan area (Figure 36). Other tenures reported
very similar affordability perceptions. It can be concluded that housing is considered
more unaffordable in regional WA due to perceptions of affordability in the private
rental sector.
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Figure 36 Housing affordability perceptions by tenure and geography, WA respondents
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Those paying above 30 per cent of their income on their housing costs were asked
whether or not they were being forced to do so, or whether it was a result of choice.
Respondents in regional WA were far more likely to be forced to take on a high
housing cost burden than metropolitan respondents, particularly in order to access a
suitable location.
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Single home owner with adult children in a regional centre

I am a 50 year old single female. | am living in my four bedroom detached house
in a regional centre. Over the last few years my two children have moved out to go
to university. Currently | am unemployed and receiving NewStart. | own my house
outright, howeuver, following the divorce with my husband eight years ago have
struggled financially.

My housing story

When we divorced | was left with the house, my children’s family home. Things
have always been tight financially. During my children’s early years | worked
intermittently, in a part time capacity. | continued this work pattern once | was
single to ensure they had support at home. | focused my efforts into raising the
children rather than working full time. As they got older and more independent

| started working full time. | had some savings, however, these have largely been
absorbed by on-going legal fees. | became a single income family not by choice,
but the one thing | have made sure | kept and maintained was my family home.

Housing affordability

Even though | own my house outright it is expensive to run. | maintain it within my
financial capacity and get tradesman to work only when absolutely necessary and
do as much as | can myself. It’s the other costs of housing which make my week to
week budgeting hard. | need the phone and internet to search and apply for jobs,

| need to maintain my car to get to job interviews and then (hopefully) to work.

I watch how much electricity | use and only buy from the shops what is absolutely
necessary.

My house is big and some might say | should downsize. | hesitate to sell for a
number of reasons - it’'s my children’s family home, | don’t know where my children
will be based once they have finished their degrees and | would like to try and be
close to them and most importantly, my elderly parents live nearby. If | have to
move | don't want to have to move more than once. Also, the housing market is not
good at the moment. | wouldn't redlise the property’s full value if | sold now and |
don’t want to just give it away. I'm just hanging on hoping that there is a job for me
around the corner. If | don’t get a job in the next six months | will be forced to sell.

I have 15 years of work at least left. | need to work to pay back personal loans and
build up my savings for my retirement years. The intermittent nature of my career
has resulted in a small superannuation fund. | just don’t know how | will get by

in my retirement. Most importantly, | want to hold onto my house, my children’s
home.




The single most important factor in the decision to select their current dwellings
was the same for metropolitan and regional respondents - location (Table 28).

In both cases this was followed by affordability. The response “It was the best
option available” was ranked higher in regional areas - possibly because of limited
alternatives available available in regional housing markets.

Table 28 Decision making factors in housing choice, relative ranking, regional versus metropolitan WA

Location (for example, easy access to work, schools, friends, family) 1 1

Affordability 0.89 0.74
Neighbourhood characteristics (e.g. amenities, safety and security) 0.39 0.38
It was the best option available at short notice 0.28 0.19
| Tive with my parents 0.22 0.24
Space (large rural ot for example) 0.10 0.05
| was allocated the dwelling 0.09 0.09
Size (number of bedrooms for example) 0.08 0.16
Specific features (such as appearance or energy efficiency) 0.07 0.06
Other (please specify) 0.07 0.05

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

There were some slight spatial variations in trade-offs with regional respondents
indicating a greater willingness to consider different construction types but less
willing to trade-off the number of bedrooms compared to those in metropolitan areas.
Conversely, city-based respondents were more likely to trade-off the size of the lot

or reduce their outdoor space than those in the regions. Again this is likely due to
relative options.

When asked about the impact of a 10 per cent increase in housing costs on the
household financial situation, there was little difference between the geographic
regions. Regional respondents were equally as likely to experience difficulty in
meeting their housing costs as those from the metropolitan area. Almost a third in
each geographic region never had trouble paying rents or mortgages, and only four
per cent in both regions had difficulty every month. Similarly, most households had
never fallen behind on mortgage or rental repayments, regardless of geographic
region.
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‘The O’Connor Family’s’ story
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Family in regional private rental with a flatmate

I am a 57 year old female living in a major regional centre. | live in a three-bedroom
detached house with my husband, my son and a flat mate. We are renting through a
private arrangement and have been in this house for the last two years, although we
have rented in this location generally for about four years.

My housing story

Prior to living in here, we owned a four bedroom home in a small country town.

It was really hard to leave, but it was something we had to do. My husband was
diagnosed with cancer and we needed to be located closer to the hospitals and
health services for his treatment. We also needed to reduce our housing costs to pay
for the medical bills. So our house was sold and we moved.

Housing affordability

| would describe our financial situation as being poor. My income consists of a
disability pension, my husband is on the aged pension and my son receives a carer’s
allowance which is in part supporting him through the final year of his degree at
university. The $450 a week rent consumes more than 50 per cent of my husband’s
and my income. Our son contributes as well, however, to make ends meet we are
required to have a flat mate. Our rent is only just affordable because of our flat mate.

'|
Sustaining the housing costs places a great deal of stress on the household.
We have made sacrifices such as reducing non-essential expenses such as
entertainment, we save for things such as skin-care products and do surveys for
panel companies to earn a little extra money. | shop for specials at the supermarket
too. There have been times we’ve had to get a loan from Centrelink to pay electricity
bills and there have been times that family and friends have helped out.

Our housing options were limited at the time we were looking for rental
accommodation. We needed to have certain features to meet the needs of my
disability and my husband’s treatment. It may have been possible to find reduced
rents further out of town, however, as | don’t drive | need to be close to public
transport options. Many landlords were not enthusiastic to sign a lease with a
couple on aged and disability pensions, not to mention the cat. We really had to
educate people on the stability of our income to convince them to consider our
application.

We applied for state housing and were shown a number of properties. Unfortunately
they were not appropriate for my disability and | was unable to access the dwellings.
You are only allowed to say “no” to a couple of houses before they take you off

the program. We will stay in the private rental market for the foreseeable future.

Our current landlords are very nice and have not put the rent up in the time we

have been here. They are quick to respond to maintenance issues and rarely do
inspections. If our son decides to move out at the end of his degree then we will
either find another flat mate or downsize to a smaller property, if we can find
something that is appropriate.
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The 2015 BCEC Housing Affordability Survey captured the housing experiences and
affordability perceptions of 4,357 individuals across three states. NSW was selected
because it is has the most expensive housing in Australia and if perceptions of
housing affordability are going to differ from WA, NSW is likely to be the state where
differences are greatest. Queensland was selected because it shares many similarities
with WA, notably strong employment in the resources sector and the population

of Greater Brisbane is very similar to that of Greater Perth at around 2 million. The
survey gathered data from both Greater city and regional areas with 42 per cent of
the respondents coming from WA and 29 per cent each from NSW and Queensland.

Figure 37 describes median house and unit prices in the three states clearly showing
that Sydney is far more expensive than either Perth or Brisbane. In Sydney, the
median prices of established houses sit at $900,000 while the median prices of units
approximate $700,000. This is significantly higher than median house unit prices in
both Perth and Brisbane, where the median prices of established houses are around
$500,000 and the median prices of units are around $400,000. Outside the capital
city, the prices of both houses and units are cheapest in WA.

As with median prices, median rents are also significantly higher in Sydney than
Perth and Brisbane. For both houses and units, median rents in Sydney are $500 or
more per week, and Sydney also features the lowest vacancy rate among the three
capital cities at 2 per cent (Table 29).

Figure 37 Median Prices of established house and attached dwellings, by state and capital city, 2016,
dollars
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Notes: Attached dwellings are dwellings which share a structural component with one or more other buildings. This may include walls, ceiling, floor or roofing
Examples of attached dwellings include flats, units and apartments and semi-detached, row and terrace houses

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors’ calculations from ABS Cat No. 6416, 2016: Median Price and Number of Transfers - Capital City and
Rest of State (Tables 4 and 5)




HOUSING AFFORDABILITY Keeping a roof over our heads

Table 29 Median rents by capital city, final quarter of 2015

In regional
areas across the

Region Houses Units Vacancy rate (all dwelling)

Perth $410 $350 3.5%
Sy $530 $500 2% three states, WA
Brisbane $400 $375 3% respondents
Source: BANKWEST CURTIN ECONOMICS CENTRE | Wilson (2015). were most III(EIY
to perceive
their housing
as unaffordable
Because housing is far more expensive in Sydney, one would expect Sydney (24 per cent)
respondents to most likely to rank their housing as unaffordable among the three :
capital cities. However, surprisingly, as shown in Figure 38 only 17 per cent of and least hkely
Sydneysiders ranked their housing as unaffordable. This is similar to the proportion to perceive their
of Perth respondents who ranked their housing as unaffordable, and slightly lower housing as
than Brisbane at 20 per cent. affordable (36 per
On the other hand, because housing is clearly cheaper in regional WA, one would Cent)'

expect the regional WA respondent to be most likely to rank their housing as
affordable among regional areas in the three states. However, in regional areas
across the three states, WA respondents were most likely to perceive their housing as
unaffordable (24 per cent) and least likely to perceive their housing as affordable (36
per cent) (Figure 39).

Figure 38 Housing affordability perceptions by capital city
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.




Figure 39 Housing affordability perceptions, by regional areas
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These puzzling findings deserve further investigations and we examine three factors
that may contribute explanations for the lack of alignment between the level of
prices and rents, and perceptions of affordability. The first relates to perceptions of
affordability which will include not only mortgage and rental costs but also other
costs associated with the dwelling such as running and maintenance costs as well
as commuting costs. Therefore perceptions of affordability will vary across locations
and may not directly align with direct housing cost burdens. The second relates to
differences in the diversity of housing stock across the three states. A housing market
that offers diversity in housing stock can help improve perceptions of affordability
despite high price and rents, as households are able to exercise more choice in their
selection of dwellings. The third relates to differences in housing tenure aspirations
across the three states (see below). In certain states, residents may have adapted
their expectations in relation to tenure as a result of high prices and rents, hence
mitigating perceptions of unaffordability.

The current dwelling size of respondents is proxied by the number of bedrooms in
Table 30. Homes in WA appear to be significantly larger than NSW or Queensland,
with 42 per cent of West Australian households residing in dwellings with four or more
bedrooms compared to just 32 per cent and 34 per cent of households in NSW and
Queensland respectively. On the other hand the number of dwellings with two or less
bedrooms is lowest in WA at around 14 per cent compared to 26 per centin NSW and
30 per cent in Queensland.
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These differences in dwelling size reflect the differing levels of housing diversity
across capital cities and states (Table 31). Almost four-fifths of respondents from
Perth and Brisbane live in separate houses, compared to just 61 per cent in Sydney.
Conversely, a much higher proportion of Sydney respondents are found in units (26
per cent) compared to Perth (9 per cent) and Brisbane (12 per cent).

It is noteworthy that the housing stock in Sydney appears to be the most diverse
among all capital cities given a more even distribution across dwelling sizes and types
than Perth or Brisbane. On the other hand, on a state wide basis, the housing stock

in WA appears to be the least diverse with the majority of the stock being separate
houses with three or more bedrooms. The availability of diverse dwelling sizes and
types in Sydney may temper perceptions of unaffordability despite the city’s high
prices and rents. On the other hand, the lack of diversity in WA’s housing stock

may exacerbate perceptions of unaffordability particularly in regional areas despite
cheaper prices.

Table 30 Number of bedrooms, by state

WA NSW
Four + bed house 42.2% 32.0% 34.3%
Three bedroom house 39.1% 31.1% 37.6%
One bedroom apartment 3.4% 8.1% 4.3%
Two or more bed apartment 6.5% 15.8% 12.9%
One or Two bed house 7.2% 10.6% 8.2%
Other 1.7% 2.5% 2.7%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Table 31 Housing diversity by state and capital city

NSW Sydney WA Perth QLD  Brisbane

Separate House 69.5% 609% 80.4% 786% 785% 79.0%
Semi-detached, row or terraced house, 10.7% 12.8% 10.6% 11.9% 8.4% 8.5%
townhouse etc

fFlat, unit or apartment 18.8% 25.8% 7.9% 91% 11.7% 11.7%
Other dwelling 0.9% 0.5% 0.9% 0.4% 1.3% 0.7%

Source: BANKWEST CURTIN ECONOMICS CENTRE | Authors' calculations from ABS Census data 2011,

The availability of
diverse dwelling
sizes and types

in Sydney may
temper perceptions
of unaffordability
despite the city’s
high prices and
rents. On the other
hand, the lack of
diversity in WA’s
housing stock
may exacerbate
perceptions of
unaffordability
particularly in
regional areas
despite cheaper
prices.




Respondents in
NSW may have
adapted tenure
expectations

in line with
prices and rents
in Sydney by

increasingly
shifting to

a culture of

multigenerational
living within the

same household.

Housing tenure preferences

The second possible explanation for the incongruence between perceptions of
affordability and prices or rents may arise from differences in tenure preferences
across capital cities and states. When questioned about their preferred tenure, WA
respondents were much more likely to prefer home ownership. As shown in Table 32,
almost two thirds of West Australian households preferred to be owner occupiers. On
the other hand, the private rental sector proved to be more popular in Queensland
with over 30 per cent of Queenslanders preferring private renting over other forms
of tenure. Living with parents was most popular in NSW, with one in ten NSW
respondents preferring to live with parents compared to 5 per centin WA and 7 per
cent in Queensland .

Figure 40 displays the difference between a respondent’s current tenure and their
preferred tenure. There were a number of variations by State with a big gap in the
percentage of households wanting to be in owner occupation in WA but currently
residing in other tenures. This gap did not exist in NSW and was much smaller in
Queensland indicating a stronger preference for owner occupation in WA than was
achieved by West Australian households. On the other hand, more respondents were
living with their parents in WA than would choose to do so. The reverse is true in NSW,
where more respondent would prefer to live with their parents than were actually
doing so. It is possible that the weaker aspirations towards home ownership in NSW
and Queensland relieve perceptions of unaffordability in these states compared to
WA. Respondents in NSW may have adapted tenure expectations in line with prices
and rents in Sydney by increasingly shifting to a culture of multigenerational living
within the same household, as indicated by the stronger preference of residing with
parents than in other states.

Table 32 Preferred housing tenure by state

WA NSW QLD
Owner occupation 63.9% 52.8% 50.2%
Private rental sector - 12 month fixed term lease 12.7% 12.7% 21.0%
Private rental sector - 2 year fixed term lease 4.0% 5.5% 5.2%
Private rental sector - 5 year fixed term lease 2.6% 5.9% 5.6%
Shared ownership 4.6% 1.3% 1.3%
Renting from a community housing provider 1.5% 3.7% 2.8%
Renting from the state government 3.1% 4.5% 3.2%
Living with parents 5.1% 10.7% 7.0%
Joint ownership as part of a co-operative housing group 0.9% 1.5% 0.8%
Other 1.6% 1.5% 3.0%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015




HOUSING AFFORDABILITY Keeping a roof over our heads

Figure 40 Difference between preferred and current tenure (per cent of respondents)
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Commuting patterns and preferences

Figure 41 compares current and preferred commuting patterns of each state.
Respondents were asked to select their current and preferred method of transport and a WA are likely
ratio of current to preferred commuting modes were calculated. In all three states more

- to bear higher
respondents wanted to walk to work than was currently the case and, unsurprisingly, :
most wanted to move away from a drive of 30 minutes or more to work. commuting costs

than they would
However, the results also show signiﬁcant variati.ons by state. Almost twicg as many prefer both in
WA respondents would prefer a public transport journey of less than 20 minutes than
. ) terms of costs and

are currently taking such a journey to work. In NSW and Queensland respondents :
were much more likely to already be enjoying a short public transport commute. More time lost to travel
WA respondents wanted to cycle than currently do so. Importantly, respondents in than households

WA were noticeably more likely than respondents in other states to be driving for 20 in NSW or
minutes or more to get to work than they would prefer. Queensland

These findings suggest that households in WA are likely to bear higher commuting
costs than they would prefer both in terms of costs and time lost to travel than
households in NSW or Queensland. This can in turn exacerbate perceptions of
unaffordability in WA relative to other states. On the other hand, shorter commutes
are likely to alleviate perceptions of unaffordability in NSW than other states.




Figure 41 Ratio between preferred and current commuting methods, by state
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015
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This section considers the perceptions of housing affordability of two key
demographic groups; older households (55+ years) and Gen Y households (18-34
years). Figure 42 presents age groups by tenure type. Younger households aged 18
to 34 years are more likely to live at home or be in the private rental sector than
other households, while those who own their house outright are likely to be an older
household aged over 55 years of age. Mid aged households, in their child rearing
years, reside in a greater variety of tenures including being in their own their home
with a mortgage, renting from the state or a community housing provider or being in
the private rental sector.

Figure 42 Housing tenure by age group
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015
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Older households

Older households are defined for the purpose of this survey as being in the age
categories 55-64 and 65+. 1,160 respondents were in these two categories and the
breakdown by region and income is show in Table 33. Over 60 per cent of respondents
had gross incomes below $70,000. 30 per cent were retired, 23 per cent were a couple
with no children living at home, 20 per cent still had children living at home and 20
per cent were a lone person household.

Table 33 Older person households

WA NSW QLD Total
55-64 272 193 169 634
65+ 222 155 149 526
Total 494 348 318 1,160
Under $31k 25% 25% 24% 25%
$31,000-569,999 33% 38% 37% 36%
$70,000-589,999 16% 16% 12% 14%
$90,000-5124,999 11% 11% 14% 12%
$125,000+ 16% 10% 13% 13%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

The majority of households were in home ownership with 61 per cent of 65+
households outright owners. For those household retired, 66 per cent owned outright,
13 per cent had a mortgage and 13.5 per cent were in the private rental sector.
Therefore 26.5 per cent of retired households still had to cover mortgage or rental
costs. Over 80 per cent of retired households in the private rental sector had incomes
below $70,000. Of those retired households with a mortgage, 85 per cent had
incomes below $70,000.
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Table 34 Housing tenure of older person households

265 pet Sel 55-64 65+ Retired

of retired Rented from state housing authority or community 6.5% 5.7% 6.9%

households still housing provider

had to cover Private rental sector 22.7% 16.5% 13.5%

mortgage or Owned with a mortgage 29.5% 15.7% 13.2%
Owned outright 39.7% 60.9% 66.1%

rental costs.

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015,

Older households in WA were more likely to live in larger houses (80 per cent)
compared to other states. Over 30 per cent of NSW older households lived in
apartments or smaller housing options pointing to the increased diversity of housing
available in the state.

Table 35 Current accommodation of older households

WA NSW QLD
Four + bed house 38.9% 30.5% 32.1%
Three bedroom house 41.8% 34.8% 41.2%
One bedroom apartment 3.7% 4.6% 4.7%
Two or more bed apartment 5.9% 14.4% 6.9%
One or Two bed house 7.7% 14.1% 12.9%
Other 2.0% 1.7% 2.2%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015
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‘Julia’s’ story

Older person in private rental

| am a 64 year old single female, living on my own. | work part-time and receive a
disability support pension. My job is seasonal in the sense that | am not required on
a weekly basis 52 weeks a year. That means that there are some months in which |
have work and up to three months a year where | receive no income other than my
pension and have to rely on my credit card or ask family and friends for assistance.

My housing story

| have rented my three bedroom detached home through the private rental sector for
two years now. | offered less rent that what they were asking, | have a good rental
history, you see. The reason | moved was to be closer to work, my last house was
much more central and better serviced by public transport. This house was the most
affordable dwelling in the location that | needed. | wanted a second bedroom to use
as an office and the third so children have somewhere to stay when she visits and
the parking options are secure.

Housing affordability

I live week to week - | just exist really. | can’t afford to go out and socialise or live.
After | pay my rent, | have $27 left from my pension, and what | get from my part-
time wage, to pay for everything else. I'm lucky | don’t smoke or drink really! | have
just negotiated to have my rent reduced. Until the rent comes down | don’t have the
capacity to save but | hope to save that $30 a week. It feels like | am living on the
edge all the time. Things are in balance and then something small tips it over.

When my part time employment is taken into account with my pension, | don’t
qualify for state housing - although that would be my preferred tenure as | wouldn’t
have to spend as much of my income on my accommodation. | won’t be able to
continue working forever though. | have back pain, sleeping difficulties and find work
physically taxing. | don’t see myself being able to live in the private rental sector
without my part-time income long term. Once | retire in the next few years | will re-
apply and join the queue for state housing.

A Al ATl




NSW older
households were
most likely to rate

their housing as
unaffordable.

When asked why

they were renting,
the most common
answer from older

households was
they had no other
options.

Turning to perceptions of housing affordability, NSW older households were most
likely to rate their housing as unaffordable (Figure 43) with considerable variations
across tenures (Figure 44). 5 per cent of outright owners rated their housing as
unaffordable, likely due to running and maintenance costs. Those struggling most
with housing costs are those in the private rental sector with 30 per cent rating their
housing as unaffordable. When asked why they were renting, the most common
answer from older households was they had no other options.

Figure 43 Housing affordability perceptions of older households
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

Figure 44 Housing affordability perceptions of older households by tenure
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HOUSING AFFORDABILITY Keeping a roof over our heads

While the majority of 65+ and retired households did not have a mortgage or pay
rent, 20 per cent of 65+ and 15 per cent of retired households were paying over 30
per cent of their income in housing costs. These are potentially vulnerable households
given most have low incomes.

Table 36 Housing costs of older households

All 55-64 65+ Retired
| do not have a mortgage/do not pay rent 48% 39% 59% 65%
Less than 10% 6% 6% 7% 5%
10-19.9% 7% 8% 6% 3%
20-29.9% 12% 14% 9% 11%
30-39.9% 9% 11% 6% 4%
40-49.9% 6% 7% 5% 4%
50% ~+ 7% 8% 5% 3%
Don't know 5% 6% 4% 4%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Older households were asked a series of question about downsizing. 16 per cent of
55-64 year olds and 25 per cent of those 64+ had already downsized with a further
31 per cent and 29 per cent respectively having thought about downsizing. Rates of
downsizing were consistent across states at 20 per cent however 36 per cent of WA
had thought about downsizing but hadn’t yet done so compared to 26 per centin
both NSW and Queensland. This reflects the greater proportion of WA residents in
larger dwellings. Those that had not already downsized were asked further questions
on the subject with 80 per cent stating they would certainly downsize in the future.
58 per cent thought the costs of downsizing such as stamp duty, real estate agent
fees etc. were simply too great while 44 per cent did not believe there were enough
affordable housing options in the area they would want to live, with a similar
proportion believing there were not enough suitable housing options. Releasing
enough equity was not a major problem and neither were children living at home.
There were no differences between states relating to the availability of affordable
dwellings however 44 per cent of WA respondents agree there were no suitable
housing options available where they would want to live compared to 40 per cent in
NSW and just 33 per cent in Queensland.

Reducing downsizing costs and delivering more diverse housing would be the most
successful way to aid downsizing.

While the
majority of 65+
and retired
households
did not have a

mortgage or pay
rent, 20 per cent

of 65+ and 15 per
cent of retired
households were
paying over

30 per cent of
their income in
housing costs.

16 per cent of
55-64 year olds
and 25 per cent
of those 64+
had already
downsized with

a further 31 per
cent and 29 per
cent respectively
having

thought about
downsizing.




Those that had
not already
downsized were
asked further
questions on
the subject with
80 per cent
stating they
would certainly
downsize in the
future.

Respondents
were presented
with a number

of options to
explain why they
downsized. By far
the most common

response was to
live in a smaller
house that is
easier to run.

Table 37 Barriers to downsizing

Neither agree Strongly
Agree or disagree disagree
| will certainly downsize in the future 80% 15% 4%
Costs of downsizing are too great 58% 24% 18%
| could not release enough equity to make it worthwhile 30% 26% 44%
My children still live at home and | need the space 14% 14% 72%
There are no affordable housing options in the area | would 449 26% 30%
choose to live
There are no suitable housing options in the area | would 40% 26% 34%
choose to live
Iintend to downsize to a totally different location 41% 38% 21%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015,

Those households that had downsized were asked whether they had changed tenure
when downsizing. 62 per cent had not while 17 per cent went from ownership to rental
and 6 per cent went from owned outright to owning with a mortgage.

Respondents were presented with a number of options to explain why they downsized.
By far the most common response was to live in a smaller house that is easier to run.
This was selected by almost twice as many respondents as the next most popular
response; to reduce my direct housing costs. The third most common reason was

to reduce the size of the garden followed closely by a move to an area more suitable
to current lifestyle. Reducing maintenance costs was also a popular response. A

very small proportion of respondents downsized to release equity to cover essential
expenditure, non-essential expenditure or to help children/grandchildren to buy a
house. It seems downsizing is much less about releasing wealth and much more
about reducing costs and accessing housing to suit lifestyle. Figure shows the
responses relative to the most frequently chosen option.
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Figure 45 Reasons for downsizing
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Older person households were asked about their location choices. 52 per cent of older
households had been in their house for more than 10 years and 21 per cent less than
3 years. 75 per cent were living in what they regarded as their first choice location
with a further 10.5 per cent living less than 5km from that location. Only 8 per cent
were living more than 10km from their first choice location. Older households were far
more likely to be living in their first choice location than Gen Y households.
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‘Ruth’s’ story

Older home owner, downsizing

‘ I am a 60 year old female living in the middle ring of an Australian capital city. | live on
‘ my own in my three-bedroom detached home which | have had for 35 years. Despite

\ | owning my property outright, | currently find my housing costs unaffordable and am

‘ in the process of downsizing.

. Housing affordability

Until a few years ago, | was working full time. My employers offered me an attractive
a redundancy package, which | accepted. | used the money to pay off my mortgage in
full and settle other financial debts. | did use some of the money to have a good time.
After a short period of time, | started to apply for new jobs. | am more than willing

to work and can offer a great deal of experience. | often get through to the interview
stage, but it is clear that my age is the biggest barrier. Now that my redundancy
money has gone, | have no income and hope to receive Newstart shortly. Sometimes
| do surveys or focus groups for some extra money, but | am finding it very difficult
to make ends meet. If an unexpected bill or maintenance issue arises, | can’t pay for
it. I'm very mindful of how much water, electricity and gas | use and sometimes these
bills get paid late. | have, to my great sadness have had to cease my health insurance
policy and only re-insure my home when | can. | no longer see the value in it while

I am not in the workforce. | use public transport a lot more rather than run my car
and there have been times when it wasn't registered. | shop more frequently which
allows me to find the daily specials on perishables such as fruit, vegetables and meat.
Ironically, with the time to shop and prepare meals, | am eating more healthily than |
used to when | worked and often resorted to take-away meals.

My housing future

| recently sold my house and am in the market to purchase. My house is getting old
and is in need of repairs, which | cannot do or afford to pay someone to do. The garden
is getting too much for me now as well and the few steps in the house don’t agree with
my knee troubles. | am looking for a three-bedroom villa on a smaller piece of land. |
would like to stay within a 10km radius of my current home and given the sale price
of my property, | think that is feasible. | will only spend between 50 and 70 per cent

of the sale of my house on the new property. Unfortunately, this will affect how much
Newstart | receive and | am not eligible for the pension until | am 66 and half years
old. Despite downsizing, until | get either a job or am eligible for the healthcare card
and the aged pension, | will continue to be asset rich and income poor - making my
housing scenario unaffordable.
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Gen Y Households

Traditionally, between the ages of 18 and 34 years individuals move through tenures
including leaving the parental home, renting in the private sector before purchasing a
dwelling. The linear pattern of these tenure changes has been changing over the last
decade, with individuals finding it difficult to leave the parental home, the growth of
long term renting and home ownership being delayed until later in life. The survey
respondents reflect this diversity. Younger households were largely residing in the
private rental sector (44 per cent), living with parents (18 per cent) or owned their
home with a mortgage (29 per cent).

When asked about their preferred preferences for this stage in their lives, only half

of the younger cohort would prefer to be owner occupiers (48 per cent), while a third
would choose the private rental sector and 13 per cent have a preference for living
with their parents. When considered by state, a much higher proportion of young
people in WA (56 per cent) had a preference for owner occupation compared to the
other two states (45 per cent in NSW and 41 per cent in Queensland). The findings
indicate that younger households are realistic about what can be achieved in terms of
their housing given their current circumstances and prevailing house prices.

62 per cent of Gen Y households in WA were able to access their first choice location
compared to 57 per cent in NSW and 59 per cent in Queensland. WA households
were more likely to be living more than 10km away (12 per cent) than in NSW or
Queensland (9 per cent).

Younger households largely had incomes below $70,000 a year (40 per cent), with

a third earning between $70,000 and $124,999 (Table 39). Surprisingly, only a

fifth of all younger households described their housing as unaffordable. Similar to
the older households, those that considered their housing to be unaffordable were
mainly in the rental sector (63 per cent), although 23 per cent owned a property with
a mortgage. A third of all younger households were paying more than 30 per cent of
their income in housing costs, which 38 per cent of younger renters considered to
be unaffordable. Not all younger households paying such a high proportion of their
income considered their housing to be unaffordable. For example, only 15 per cent
of all young households with mortgages consuming more than 30 per cent of their
income considered their housing to be unaffordable.

For those Gen Y households already in home ownership, 38 per cent received help
from their parents or grandparents. The most common form of assistance was a cash
gift orloan (Table 40). More common however was the use of government grants.
Incentives rated as being important or very important by younger household for the
purchase of their home included the First Home Ownership Grant (59 per cent), Stamp
Duty Relief (57 per cent) and the First Home Savers Account (38 per cent).

A much higher
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owner occupation
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Table 38 Living with parents or in a group household, by state

State Living with parents Group household
New South Wales 62% 38%
Queensland 47% 53%
Western Australia 57% 43%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

Table 39 Gross income for individuals living with parents or in a group household

Income Living with parents Group household
Under $31,000 53% 34%
$31,000-$69,999 22% 36%
$70,000-$89,999 6% 11%
$90,000-$124,999 4% 6%
$125,000 + 1% 6%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Table 40 Parental assistance to purchase

Parental assitance Yes \[]

Did you receive any assistance from your parents or grandparents to help you purchase 37.6% 62.4%
your dwelling?

Type of Help

Cash gift to help with the deposit 48%
Cash loan to help with deposit 30%
Mortgage guarantee 20%
Rent free/subsidised accommodation to help boost savings 13%
They gifted their investment property to me 6%
| bought / will be allowed to buy their old investment property cheaply 3%
Help with childcare to help me save money 5%

Notes: Respondents could choose more than one option.
Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015,




HOUSING AFFORDABILITY Keeping a roof over our heads

Living at home or in group households

Individuals living at home or in group households are rarely considered during
housing affordability debates. The housing choices they make, however, are often
shaped by affordability. The survey captured the thoughts of 762 individuals in this
cohort in three states, 56 per cent of whom lived in their parents’ house (Table 38). A
majority of these respondents were female (57 per cent) and almost half were aged
between 18 and 24 years (48 per cent) with a further third were aged between 25 and
35 years. Half of those living with their parents have an individual pre-tax income of
less than $31,000 compared to 34 per cent of those in group households (Table 39).
Those in higher income categories were likely be living in group households rather
than with parents. Respondents living in a group households generally worked full
time (44 per cent) or part time (21 per cent) with only 21 per cent combining full

or part time study and working for the remainder of the week. By contrast, fewer
respondents living at home were working full time (29 per cent) or while more were
studying full or part time (35 per cent) only a small proportion were unemployed (6
per cent).

More than a third of group households had been in the dwelling for less than one year
(36 per cent) compared to only 11 per cent of those with parents, while a further 35
per cent of group households had resided in their current residence for between one
and three years.

When asked about the reason for choosing their current housing the overwhelming
response was “It’s the only option | can afford”. Those living with parents ranked the
reason as saving for a house purchase higher than those in group households, who
gave greater weight to the ability to live in a better neighbourhood.

12 per cent of those in group households and 10 per cent living with parents have
purchased a dwelling they are not living in, termed “rentvestors’, with those in WA
slightly more likely to have done so than the other states. Those living in group
households largely made the decision to purchase a property but rent elsewhere
because the property was in another state (37 per cent) or did so because they

could rent in a better location (27 per cent). Conversely, the reasons for purchasing
a property and living with parents was chiefly because the investment property did
not suit the needs of these individuals (45 per cent) or it was the only way to sustain
mortgage repayments (271 per cent).

12 per cent of
those in group
households and
10 per cent living
with parents
have purchased
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slightly more
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The preferred housing tenure of those living with parents or in a group household
“I have started is owner occupation (35 per cent compared to 48 per cent of all Gen Y households),
to wonder if followed by living with parents (28 per cent) and private rental 12 month fixed term
: : lease (18 per cent). Almost half of those living with parents (49 per cent) and 43 per
owning a home is cent of those in group households are living in their preferred tenure. 42 per cent of
something I will those living in a group household would prefer owner occupation. For both groups,
ever achieve or home purchase could be a number of years away given their deposit gaps identified

whether it’s just a in Table 41.

dream. I aspire to

be s home e Table 41 Current and expected deposits

—itis the only
tenure I have ever Living with Group
- Deposit you could raise today parents household
known. 50 15% 20%
$1-$9,999 42% 38%
$10,000-$19,999 14% 15%
$20,000+ 29% 27%
How much deposit do you think you will need to save Living with Group
for a deposit to buy the type of dwelling you prefer? parents household
$0 2% 2%
$1-$9,999 10% 7%
$10,000-$19,999 10% 9%
$20,000-5549,000 23% 29%
$50,000+ 53% 53%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015
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‘Jessica’s’ story

Young single person living with parents

I am a 21 year old full time student who works part time.

My housing story

| live at home with my parents and my partner. We contribute to groceries and
household expenses as we can, but do not pay board. | made the decision not to
move out while | studied because it was economically impractical. My part-time
employment doesn’t offer a consistent income which would make paying a regular
rent stressful. | don’t think my income would allow me to make ends meet, let alone
save for the future. Emotionally, | want to move out. | want to be independent.
Financially, | do not see the value in doing that. At this stage of my life, finishing my
tertiary education is my priority.

In the recent past, | have started wonder if owning a home is something | will ever
achieve or whether it’s just a dream. | aspire to be a home owner - it is the only tenure
| have ever known, no one in my family has ever rented. Only lately have | realised
that not everyone grows up in a home ownership environment. | began looking more
closely at the real estate market and have started to understand that home ownership
is not a given and that it might not be an option for me as | get older. I've even asked
muyself if | am being idealistic about my home ownership aspirations.

Housing affordability

| have started getting used to the idea that | will probably have to rent at some stage
in my life. My biggest fear though, is becoming trapped in the rental sector because
of my inability to save a deposit while renting. This realisation has made me question
my immediate future - do | continue studying and complete my Honours year or
should | finish at the end of this year, enter the workforce and get a home loan as
soon as is practically possible? My friends think these questions are a worry for future
me, but the increasingly political nature of housing and the crisis reported on in the
media, makes me think its a worry for now.
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The average gap
between the
deposit currently
available to an
individual living
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and the amount
they would
expect to need in
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calculated to

be $64,500,
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$37,100 for those
living in a group
household. These
deposit gaps have
increased since
the 2013 survey.

The average gap between the deposit currently available to an individual living

with their parents and the amount they would expect to need in order to purchase

a dwelling was calculated to be $64,500, compared to $37,100 for those living in a
group household. These deposit gaps have increased since the 2013 survey (Cassells
et al.,, 2014). These are significant gaps and would require an individual on a gross
income of $80,000 saving 10 per cent of their net income between five and eight
years to accumulate a deposit. The deposit gap remains the biggest single barrier to
younger households entering the home ownership market.

It is often assumed that many younger households will rely on assistance from their
parents or grandparents to access the housing market. However, only around a fifth of
those living with parents (21 per cent) and in group households (18 per cent) expected
to receive any assistance. A further fifth of individuals from group households and a
third of those living with parents indicated that assistance may be offered.

Respondents were asked about the importance of first home buyer incentives. Table
42 shows that government grants to help with deposits (for example the First Home
Owners Grant) and Stamp Duty Relief are very important, as was the case in the 2013
survey (Cassells et al., 2014).

Table 42 Importance of first home buyer incentives

Government
grant to help

Government help
with saving towards

Ability to access
superannuation

Stamp Duty

with deposit Relief a deposit to fund deposit
Indication of Group Living with  Group Livingwith Group Living with Group Living with
importance household parents household parents household parents household parents
Not Important 11% 14% 8% 9% 14% 15% 28% 31%
Quite Important 30% 23% 29% 20% 34% 29% 22% 22%
Very Important 47% 45% 45% 39% 39% 37% 34% 21%
Don't Know 12% 18% 18% 31% 13% 19% 16% 26%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

Most individuals living in a group household (59 per cent) managed to obtain a
dwelling in their first choice location, or within a five kilometre radius (21 per cent).
Those living outside their first choice location were doing so because they were unable
to afford a dwelling in their preferred location, or it was the only way they could afford
the preferred house type/size. Many of those who were living in a group household
within their preferred location, indicated that the trade-off they had made to live
there was to share with friends, while those living with parents compromised on the
neighbourhood.

From the Housing We'd Choose study (Department of Housing/Department of
Planning, 2013), we know that location and affordability are the very important
factors in the purchase of a home. First home buyers and young people are often




labelled as having unrealistic expectations around the purchase of their first home.
Figure 46 shows the willingness of these cohorts to trade dwelling characteristics to
get closer to their first choice location. Respondents were willing to compromise on
house type, the amount of outdoor space, and house size. The findings challenge the
assumption of young people wanting to “have it all” in their first home purchase.
Group households were far more willing to make trade-offs compared to those living
at home.

Figure 46 Willingness to trade to access first choice location

Reduced overall house size
Alternative construction type
Alternative house type
Reduced number of bathrooms
Reduced number of living areas
Reduced outdoor space
Reduced lot size

Reduced number of bedrooms

0 10.0 20.0 30.0 40.0 50.0 60.0 70.0

Living with parents M Group household

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

When asked to describe their current financial situation, both cohorts indicated that

they were largely comfortable. Those living at home with parents were more likely to
report themselves as prosperous or very prosperous (18 per cent) than those living in
group households, where more than a third of respondents felt poor or very poor.

More than a third of group households were spending more than 30 per cent of their
income on their housing costs (Table 43). A third of those living with parents were
doing so rent-free. Accordingly, individuals living in group households were more
likely to describe their housing as unaffordable (24 per cent) compared to those living
with parents (17 per cent). Although a majority rarely have difficulty meeting their
housing costs, most respondents have implemented strategies to make their housing
costs more manageable, often by reducing expenditure on other items or by moving
to a cheaper dwelling.

Keeping a roof over our heads



Despite the
higher proportion
of younger
respondents
paying more
than 30 per cent
of their income
towards their
housing costs, a
third believe they
will be able to
purchase a home
in the next two

to five years and
a quarter think
home ownership
is between five
and ten years
away.

Table 43 Housing cost burdens: group households and living with parents

Housing costs Living with parents Group household

Less than 10% 10% 11%
10-19.9% 9% 13%
20-29.9% 13% 20%
30% + 13% 34%
Live rent free 32% 7%
Don't know 16% 10%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015,

Despite the higher proportion of younger respondents paying more than 30 per

cent of their income towards their housing costs, a third believe they will be able to
purchase a home in the next two to five years and a quarter think home ownership

is between five and ten years away. Figure 47 shows that only a small proportion of
those living at home and in group households do not think they will ever be able to
purchase their own home. For younger households more generally, those in WA were
slightly more likely to indicate that they may be able to purchase a house in the next
two years compared to those in the other states. Partnership was more often linked to
home ownership in NSW than the other two states, perhaps reflecting the need for a
dual income to meet the higher cost of housing in the state.

Figure 47 Length of time until home purchase is possible: Group households and those living with

parents
40.0
35.0
30.0
25.0
20.0
15.0
10.0
0 |
Up to 2 years 2-5 years 5-10years  Over 10 years Whenever | | have | don't think
find a suitable no plans | will ever
partner to to purchase able to
settle down purchase a
with dwelling

M Group household W Living with parents

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015
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Private renters

Almost half the private renters were aged below 35 years (49.7 per cent) Four main
household types resided in the private rental sector: Couples with children (23 per
cent); couples with no children (271 per cent); single person households (20 per cent)
and group households (17 per cent). Half the renters had incomes below $70,000 and
a third of regarded their housing as unaffordable, while only 22 per cent considered it
to be affordable (Table 44). Fewer households considered the private rental sector to
be unaffordable compared to the previous survey (Cassells et al., 2014).

Table 44 Comparison of private renters’ perceptions of housing affordability: 2015 and 2013

Affordability perception 2015 PLNERCY
Unaffordable 29% 45%
Neither affordable nor unaffordable 49% 35%
Affordable 22% 20%

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015 and (a) Cassells et al. (2014).

QOver half of all private renters (56 per cent) indicate that they rarely or never have
difficulty meeting their housing costs while 14 per cent find it difficult most or every
month. The majority (76 per cent) report to have never fallen behind on paying their
rent. This is despite 44 per cent of private renters contributing more than a third

of their income towards their housing costs and 28 per cent of those with incomes
under $31,000 paying more than 50 per cent of their income towards housing

costs (Figure 48). While younger respondents were contributing large proportions

of their income to their housing costs, middle to older aged households are likely to
contribute a greater proportion. For example, 60 per cent of those renters aged 45-54
years are using more than 30 per cent of their income to pay for their housing costs.
Unsurprisingly, 39 per cent of all renters report themselves as being poor or very poor.
These findings indicate that housing costs are prioritised and, once paid, leave the
renter with a smaller proportion of their income to spend on other essentials creating
the perception of feeling poor.
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Figure 48 Housing cost burdens in the private rental sector
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Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.
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Young professional in shared rental housing

I am a 34 year old single male, employed in a full time permanent position, living in

a share house. The lease is through a private arrangement as the person | share with
is also the landlord. The situation and location is not ideal but it was all | could find at
short notice.

My housing story

Until recently, | lived in a one bedroom apartment in the CBD. The rent was
ridiculously unaffordable but | stayed there for a couple of years because it was close
to work and had good public transport options — which was particularly important
because | don't own a car. Late last year the rent went up by 10 per cent and the
landlord made it clear that they would be doing this every six months. Not only was

it becoming more unaffordable, | was aware than any unexpected bill would have put
me in financial strife so | had to find somewhere else to live. | secured accommodation
and wrote to the agent regarding my intent to leave. Unfortunately, a week before |
was due to move out, my new share-house accommodation fell through. The agent for
my inner-city apartment was not sympathetic and would not allow me extended time
to find new housing so | had to move out on the date planned. The agent explained
that they had further increased the rent and were keen to get someone in as soon as
possible.

Housing affordability

My current dwelling is a two-bedroom apartment in a less desirable area but still
enables me to travel without a car and is much more affordable than my previous
apartment. Despite the weekly rent being less, my capacity to save for a deposit in
the short term is still limited. | feel frustrated because by the time | will have saved up
enough for a deposit, my age will then be against me in the mortgage calculation. My
preference is to be a home owner but | don’t think | will ever be able to purchase my
own home. Consequently, my plans for the future are to keep renting.

| think my challenge to enter home ownership is compounded by my single status.
One income is insufficient to service a mortgage for a two-bedroom apartment, but if |
was in a couple, it would be quite achievable. | pay more in rent now than many of my
couple-friends pay in mortgage repayments. If | could find an affordable one-bedroom
apartment in the CBD or surrounds | have the capacity to buy it right now. However,
there is a lack of housing diversity in these areas and one bedroom apartments in my
preferred location are surprisingly hard to find.




The private rental market in Australia is considered to be the residual tenure.
Accordingly, over a third of private renters would prefer to be owner occupiers (37
per cent), however, the survey found that 49 per cent would, given their current
circumstances, choose to be in the private rental sector, an outcome which indicates
a degree of satisfaction, or potentially choice, with their current tenure. Table 45
shows the preferred tenure choices of all private renters by age. Respondents overall
preferred the option of a 12 month fixed term lease over a two or five year lease
option.

Table 45 Preferred housing tenure of all private renters by age

Rent from Joint
a state or ownership
community (co-op.
Owner Shared housing Living with housing
occupation Private rental ownership provider parents group)
18-24 34 49 2 4 6 1
25-34 39 51 2 2 3 1
35-44 41 47 4 3 2 1
45-54 35 48 5 7 0 2
55-64 34 4y 6 11 0 1
65+ 33 49 5 9 1 1
Total 37 49 3 5 3 1

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015

While there is a preference for some households to live in the rental sector, 22 per
cent would prefer to be paying off their own mortgage rather than paying rent, 18 per
cent consider renting a waste of money and 17 per cent do not like the uncertainty
associated with renting. Younger respondents were more likely to consider renting
problem and a waste of money when compared to older cohorts, however, they were
less concerned by the uncertainty.

Households in the private rental sector were asked why they had made the decision
to rent (Figure 49). The three most often reported responses indicate that younger
households rent because they don’t have enough for a deposit, prefer to rent at the
moment and can’t afford to buy anything appropriate. In middle age, there was a
stronger relationship between the shortage of a deposit and being unable to buy
anything that is appropriate, while by older age, the most common response was a
lack of choice.
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Figure 49 Top five reasons that households rent: relative rank by age

78 per cent
10 of all renters
0.90 reported that
0.80 they would like
0.70 to buy a home
0.60 at some point in
0.50 the future. The
0.40 drive for home
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18-24 25-34 35-44 45-54 55-64 65+ a ‘p]ace to call
I | v 5 oun-but do o have nough for a deposit home’.

B | can't afford to buy anything appropriate
M | have no other option
B | want to retain the flexibility to move quickly

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.

Location (36 per cent), followed by affordability (30 per cent), was the single most
important factor for renters when choosing their current home. A finding which
mirrored the outcomes from the previous survey (Cassells et al., 2074). More than two
thirds of renters were living in a dwelling in their first choice location (65 per cent),
while further 17 per cent were within 5km of their preferred locality. Most renters
managed to lease the property they wanted in the location they wanted (60 per

cent) however, younger households were more likely to achieve this goal compared

to other age ranges. Those who did have to make trade-offs to access their preferred
location were likely to pay more in rent than planned or lease a smaller dwelling than
intended. Those renting outside their preferred location were doing so largely because
they could not afford their preferred location (43 per cent), couldn’t find anything
suitable in their first choice locality (18 per cent) or it was the best they could find at
short notice (15 per cent). Younger household were more likely to live outside their
preferred location in order to afford a particular dwelling type or size compared to
other age groups.

Despite the private rental market suiting the needs of many, particularly younger
households, 78 per cent of all renters reported that they would like to buy a home at
some point in the future. The drive for home ownership was driven almost principally
by the desire to have a ‘place to call home’ with the next reasons ranking much lower
including ‘it offers a sense of security’ and ‘it’s a better option than renting’ (Table
46). The primary barrier to homeownership for most renters was that they didn’t
have a sufficient deposit. This was particularly so for young households, as was their




ability to service the loan. Contrary to popular belief, the ‘inability to purchase the
type of house that they want’ ranked low as a barrier to young households reasons
for not purchasing a home.

Table 46 Reasons for wanting to purchase a house: All renters

Distance of alternative location Relative ranking

I want a place to call home 1
It offers a sense of security 0.52
It's a better option than renting 0.42
So | have somewhere to bring up my family 0.37
| want to be independent 0.35
Itis an investment 0.27
Somewhere to be myself 0.24
So | have somewhere to entertain and socialise 0.15
Society expects it of me 0.09

Source: BANKWEST CURTIN ECONOMICS CENTRE | BCEC Housing Affordability Survey 2015.
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Despite a general softening of housing market conditions, housing cost pressures
continue to dominate as a key concern in Western Australia. This second BCEC
housing affordability report provides new insights into housing affordability by
documenting changes in the state’s affordability trends since the release of the

first housing affordability reportin 2014. It offers up-to-date findings on changes

in housing stress levels between 2003 and 2013, as well as the extent to which the
spatial distribution of housing affordability has changed across housing markets
between 2013 and 2015. The report also draws on a new BCEC Housing Affordability
Survey of over 4,000 households in WA, New South Wales and Queensland to
highlight how housing affordability in WA compares to other states.

Housing stress and vulnerable groups

This report has found that many pockets of the WA population are still vulnerable
to housing stress despite a general softening of housing market conditions in recent
years. Measures of severe housing stress have increased more for renters in WA
than the rest of Australia. Indeed, the BCEC Housing Affordability Survey shows that
private renters were twice as likely to state that they are forced to pay over 30 per
cent of their income in housing costs compared to owner purchasers.

Those on low incomes are particularly exposed to housing stress. The BCEC Housing
Affordability Survey finds that 83 per cent of West Australian households with
incomes between $31,000 and $70,000 per year paid over 30 per cent of their
income in housing costs and 29 per cent paid over 50 per cent in 2015. Over a third
of households paying over 30 per cent of their income in housing costs said that they
were forced to do so because there were no other options.

In the last two years, while most key workers have seen an increase in the number of
suburbs in which they can rent an affordable dwelling, the same cannot be said for
those on the minimum wage. It remains the case that there are no affordable one-
bedroom rental properties for an adult award wage holder in the Perth metropolitan
area. Furthermore, single parents are more likely than any other demographic group
to perceive their housing as unaffordable.

Housing affordability in an era of demographic change

The ageing of WA's population raises new challenges and opportunities in relation to
housing options for older households. According to the BCEC Housing Affordability
Survey, 16 per cent of 55-64 year olds and 25 per cent of those aged 65 years of over
had already downsized with a further 31 per cent and 29 per cent respectively having
thought about downsizing. Among those who had not already downsized, 80 per cent
stated they would certainly downsize in the future. This presents industry with a
challenge: how to deliver the type of housing older Australian’s want in the locations
where they would choose to retire which also meets a wider variety of budgets.

On the other hand, Gen Y households continue to face severe barriers to home
ownership, raising questions regarding the role of intergenerational transfers and
government grants in helping the latter secure affordable housing. For those Gen Y
households already in home ownership, 38 per cent received help from their parents




or grandparents in 2015. The most common form of assistance was a cash gift or
loan. Among those not yet in home ownership, only around a fifth of those living
with parents (21 per cent) and in group households (18 per cent) expected to receive
any intergenerational transfers to assist them into home ownership. Help from
government was viewed as essential in enabling access to ownership and schemes
such as the First Home Owners Grant and Stamp Duty Relief providing young
households with support to bridge the deposit gap.

Housing affordability in regional Western Australia

Affordability concerns are particularly acute in regional Western Australia. Residents
of regional WA are more likely to perceive their housing as unaffordable than
residents of regional New South Wales or Queensland. Moreover, in regional WA, the
fall in average housing cost burden among owners with a mortgage between 2011-12
and 2013-14 can be primarily explained by a shift from owner occupation to renting
amongst those facing high housing costs. This suggests that significant numbers of
owners with a mortgage are precariously positioned at the edges of home ownership,
with loss of home ownership a consequence of being unable to sustain high housing
costs.

The West Australian Outback is significantly more exposed to homelessness

than metropolitan regions. Indeed, the Kimberley region had the highest rate of
homelessness within WA in 2011 at 385.8 homeless persons per 10,000 population
and contributed to one-fifth of the state’s homelessness countin 2011.

The experience of housing affordability

Households’ experience (or perceptions) of housing affordability are influenced not just
by prices or rents, but a range of factors.

A key factor relates to housing diversity, which in turn affects housing choice and
availability at a range of price/rent points. The housing stock in WA is the least diverse
of the three states covered by the BCEC Housing Affordability Survey with the majority
of housing being separate houses with three or more bedrooms. The availability of
diverse dwelling types in Sydney may mitigate perceptions of unaffordability despite
its high prices and rents. In contrast, the lack of diversity in WA’s housing stock may
exacerbate perceptions of unaffordability despite cheaper prices.

A second important factor relates to running, maintenance and commuting costs. Large
houses are generally more expensive to run and maintain adding to overall housing
costs, affecting perceptions of affordability. 19 per cent of both owners and private
renters in the BCEC Housing Affordability Survey were forced to locate more than

10km away from their preferred location to access affordable housing. Respondents

in WA were noticeably more likely than respondents in other states to be driving for

20 minutes or more and less likely to be taking short public transport journeys. These
findings suggest that households in WA are likely to bear higher commuting costs than
they would prefer both in terms of costs and time lost to travel than households in NSW
or Queensland. This can in turn exacerbate perceptions of unaffordability in WA relative
to other states.
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The report provides some commentary of policies that impact on the current housing
affordability situation in Australia, with some discussion of the sorts of policy
interventions that might be required to promote greater access to affordable housing
both in Western Australia and nationally.

Investing in affordable housing

Private renters generally report higher housing cost burdens than do owner occupiers.
This report shows that measures of severe housing stress have increased more for
renters in WA than the rest of Australia. The BCEC Housing Affordability Survey has
found that 78 per cent of all renters would like to buy a home at some pointin the
future. The drive for home ownership is driven firstly by the desire to have a ‘place to
call home’ as a place that offers tenure security.

However, there is currently a mismatch between incomes and house prices.
Households on lower quartile incomes are unable to purchase lower quartile houses
or units, indeed households on median incomes are unable to access median house
prices in some areas. Public and community housing provides a safety net for those
unable to afford housing in private rental markets. However, demand clearly exceeds
supply in the social housing sector. Delivery of housing affordable to those on low to
moderate incomes will likely require some form of subsidy to bring it below market
levels. The National Rental Affordability Scheme was successful in delivering around
38,000 affordable dwellings (Senate Economics References Committee, 2015).
However, this scheme has since been abolished with no replacement scheme currently
being planned for delivering supply of affordable rental housing to those on low to
moderate incomes.

There has been much research into securing institutional investment into affordable
housing funded through the Australian Housing and Urban Research Institute .
Options such as housing supply bonds backed by government, social impact bonds
and public private partnerships have been put forward to increase the flow of private
sector funds into the community housing sector increasing the delivery of affordable
housing. Such investment is common in other countries as are other mechanisms

to secure affordable housing including the Low Income Housing Tax Credit scheme

in the US that has delivered around 110,000 affordable rental units annually and

a number of schemes in the UK including direct capital grants to the community
housing sector and developer contributions to affordable housing through section 106
policy. Furthermore, one way of ensuring that affordable housing remains affordable
in perpetuity is to involve the community housing sector in the management of
affordable housing stock and covenants can be used to cap the sale price at and
affordable level.

Scale in the delivery of affordable housing can also be achieved via affordable housing
contributions from all development sites through the use of inclusionary zoning. Such
a policy would ideally be applied at the zoning or re-zoning stage where the uplift in
value occurs and exclude developments where the land has already been purchased
and the buyer has been unable to factor any affordable housing contribution into the
land price.




Government grant support remains critical for first home buyers and can make a
major dent in deposit requirements. The deposit gap remains the biggest barrier to
home ownership and while help from parents and grandparents may be available to
some, such support is not, by any means, available to all households. The delivery
of more affordable purchase options through alternative tenures such as shared
ownership, cooperative housing models and land rent models would provide options
that are not widely available across Australia. A key example of a WA model that
includes shared ownership loan options is the Keystart Loan Program.

Housing and tax reform

Downsizing is an option that many older persons have adopted or are considering.
However, many barriers to downsizing exist, ranging from threats to eligibility for
pensions through to the transaction costs that arise as a result of the purchase of

a new, albeit lower valued, property. Indeed, a previous BCEC report on population
ageing in WA found that the incidence of stamp duty on housing equity released
through downsizing is 25 per cent in WA (Dockery et al., 2015). There is an
opportunity to promote more efficient use of housing stock by relaxing the
disincentives to downsizing among seniors, and to reap something of a “double
dividend” from so doing. This would free up housing space for younger families and
older households would be able to move into a smaller property that is easier to run.

A commonly proposed policy reform that would promote incentives to downsize
includes the provision of stamp duty relief to seniors who downsize (Ong et al., 2013).
Indeed, stamp duty relief for pensioners are currently available in some states such
as Victoria and the Australian Capital Territory (ACT Revenue Office, 2016; State
Revenue Office Victoria, 2016). While stamp duty relief is typically frowned upon

as a drain on state revenues, a commonly overlooked benefit of downsizing are the
potential gains to stamp duty revenue that would ensue if stamp duty relief policies
result in a larger number of property being transacted in the market as a result of
more seniors downsizing.

Furthermore, it is well-known that stamp duty on property purchase have negative
impacts on housing affordability for both the young and old. Stamp duties are a key
barrier to home ownership for young first home buyers as they represent an upfront
Tump sum that has to be paid upon home purchase. Stamp duty will also eat into the
returns from downsizing by seniors who move into lower valued properties.

There has been much recent debate about reforming negative gearing and its
potential impact on rents and prices. Where investors and first home buyers compete
for the same property it is likely investors are able to outbid first home buyers and
the safety net of negative gearing is part of the reason. Furthermore, a previous BCEC
report (Cassells et al.,, 2015) show that the share of debt associated with investment
property loans has tripled from one-tenth to three-tenths between 1990 and 2015.
Investors now take up a higher share of the value of new loans than do first home
buyers.

It is evident from current policy debates that the impact of negative gearing on
housing market dynamics and affordability in the owner-occupied and rental sector

Keeping a roof over our heads



is hotly contested. One the one hand, proponents of the current system argue that
negative gearing acts as a stimulus to investors entering the rental property market.
Others argue that the tightening of negative gearing provisions could have positive
impacts on home purchase affordability. This emphasises the compelling need for

a better understanding the impact of negative gearing provisions as they currently
stand, and of potential reform options.

Addressing precarious housing

In regional WA, the fall in average housing cost burden among owners with a
mortgage between 2011-12 and 2013-14 can be primarily explained by a shift

from owner occupation to renting amongst those with facing high housing costs.
This can potentially be attributed to downturns in mining areas which are of course
concentrated in the regions. The finding suggests that significant numbers of owners
with a mortgage are precariously positioned at the edges of home ownership in
regional Australia, with loss of home ownership a consequence of housing stress.
Traditionally, government grants that promote owner occupation have been focused
on reducing the costs of entry into home ownership such as First Home Owners
Grants. Whilst these remain important for aspiring young first home buyers, there are
some who face a risk of being unable to sustain their home ownership status without
financial assistance from external sources such as government grants.

Another housing issue that is particularly relevant to regional WA is Indigenous
homelessness. It is clear that the meaning of homelessness differs between
Indigenous and mainstream communities. The distinction between Indigenous and
mainstream homelessness is particularly important in a state like Western Australia,
where regions with high number of Indigenous persons such as the Kimberley

region are more vulnerable to homelessness. Memmott et al. (2003) point out that
Indigenous homelessness is not necessarily defined as a lack of accommodation but
more so an Indigenous person’s loss of his or her sense of control over, or legitimacy
in, the public space where s/he resides. Hence, policies that aim to target Indigenous
homeless will need to take into account these differences.

The report also highlights the fact that homelessness is a multifaceted phenomenon
driven by range of health and psychosocial concerns that affect a person’s mental
and physical wellbeing (Ruah Community Services, 2016). The multiplicity of issues
that homeless people face significantly increases their risk of death if accommodation
is not found for them. The provision of integrated support services that tackle
homelessness in conjunction with other social issues such as domestic and family
violence and child protection will be better placed to take address homelessness by
addressing the multiplicity of issues that are associated with it.

Aligning housing stress measures with the experience of affordability

The report found that households’ experience (or perceptions) of housing affordability
differ from actual cost burdens. Many households that are paying less than 30 per
cent in housing costs consider their housing to be unaffordable while there are many
on moderate incomes that are paying well above 30 per cent and regard their housing
as mid range or even affordable. It points to the 30 per cent measure underestimating




the impact of housing costs on housing affordability of low income households and
underestimating the capacity of moderate income households to sustain housing
costs.

One method of better aligning empirical measures with the actual experience of
housing affordability is to calibrate housing stress on a sliding scale that measures
the depth of housing stress and confining it to households in the bottom 40 per
cent of the income distribution. In this report, housing stress has been measured in
increasing depths, as reflected by the 30/40, 40/40 and 50/40 measures adopted.

Debates around house stress should also be extended beyond housing cost to
income ratios, to take into account housing choice and trade-offs such as having

to accept a location outside one’s preferred radius to secure affordable housing.
Indeed, offering housing supply across a diverse range of different housing types in
locations where people want to live is critical for improving affordability. However, the
supply of housing is complex, driven by a range of factors including but not limited
to the availability of land, the availability of finance, capacity in the industry, urban
regulation and the ability of the private sector to generate a profit. Government

can help create the conditions for profitable development through efficient urban
regulation and quality infrastructure for both infill and greenfield sites.

Concluding comments: an integrated policy package?

Clearly, the issue of housing affordability affects households across the housing
continuum, from those who are in owner occupation to the homeless. Furthermore,
housing outcomes are affected by a range of policy settings that extend across
multiple portfolios including taxation, infrastructure and social security, and are
administered by a range of government agencies. For instance, the 2010 review

of Australia’s Future Tax System (the ‘Henry Review’) notes the complex ways in
which tax and transfer parameters interact with the housing system (Henry et al.,
2010). For the homeless, a multiplicity of related issues exists, including poor health,
violence and interactions with the justice system which requires the provision of
integrated support services that tackle both housing and other social concerns
simultaneously.

Qverall, itis clear that the wide-ranging effects of housing (un)affordability cannot be
tackled by one or two discrete measures. Effective solutions for affordability problems
require the implementation of an integrated policy package, as well as transitional
strategies that smooth the pathway of reform.
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This report uses five key data sources:

e The ABS Survey of Income and Housing (SIH) for the years 2003-04, 2005-
06, 2007-08, 2009-10, 2011-12 and 2013-14. The SIH is, a household survey
which collects information on sources of income, amounts, received, housing
characteristics, household characteristics and personal characteristics. The
survey scope covers residents of private dwellings in both urban and rural areas of
Australia.

e Real Estate Institute of WA (REIWA) suburban-level price and rent data for
the fourth quarter of 2015. Please refer to the end of this report for further
acknowledgement of REIWA for suppying the data.

e Social housing data reported in the Productivity Commission’s 2016 Report on
Government Services, collected from the states and territories. It is therefore
subject to jurisdictional differences in reporting accuracy and data quality, which
readers should note when interpreting the social housing trends presented in this
report. However, this data nonetheless represents a comprehensive bank of up-to-
date information on social housing in Australia.

e Homelessness estimates from the 2001 and 2011 Census. Please refer to the end of
this report for acknowledgement of the researchers who supplied this data.

e The 2015 Bankwest Curtin Economics Centre Housing Affordability Survey. This
survey was administered online and open to anyone living in Queensland, New
South Wales and Western Australia aged 18 or over. The survey sought to collect a
representative sample by location (Metropolitan and rest of State), age and income.
QOverall, 4,357 responses were received, including 1,829 in WA.

Homeless persons

The ABS categorises homeless people into six groups comprising those who are

in severely overcrowded accommodation, in supported accommodation for the
homeless, in temporary accommodation with other households including family
and friends, in boarding houses, rough sleepers or in other temporary lodgings (ABS,
2012).

Homelessness rate

The number of homeless persons per 10,000 population.

Household equivalised disposable income

Disposable income is total income less income tax, the Medicare levy and the
Medicare levy surcharge. Equivalising income is a method of standardising household
income to take into account household size and compositional differences.




Housing cost burden

An indicator that shows an aggregate amount of housing costs as a fraction of
household income.

Housing stress

A term used when discussing housing affordability. It refers to the financial impact of
high housing costs relative to an individual or household’s income.

Price-to-income ratio

A commonly used measure of housing affordability that measures the sale price of a
property divided by a measure of household income. A specific price-to-income ratio
that uses the median measure of price with median household income is also known
as the Median Multiple.

Rental-income ratio

An analogous measure to the price-to-income ratio of housing affordability that
measures the rental price of a property as a fraction of household income.

Quartile

Quartiles divide a set of values that have been ranked from the smallest to largest
value into four equal groups. The lower quartile refers to values in the bottom 25 per
cent of the distribution.

Quintile

Quintiles divide a set of values that have been ranked from the smallest to largest
value into five equal groups.

Share of homelessness

The contribution of each region to the state’s homelessness, or the contribution of
each state to national homelessness.

Social housing

Rental housing typically provided by state housing authorities or not-for-profit
organisations in order to assist individuals and households who are unable to secure
appropriate accommodation in the private rental market.
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While every effort has been made to ensure the accuracy of this document, the uncertain nature of economic
data, forecasting and analysis means that the centre, Curtin University and/or Bankwest are unable to make
any warranties in relation to the information contained herein. Any person who relies on the information
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reader or by any other person.
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or Bankwest or any of their affiliates. This publication is provided as general information only and does not
consider anyone’s specific objectives, situation or needs. Neither the authors nor the centre accept any duty
of care or liability to anyone regarding this publication or any loss suffered in connection with the use of this
publication or any of its content.
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