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Industry Market Wrap

The 2008-09 financial year is finally behind us and will surely go down as one of the worst

(in fiscal terms) for a very long time. The S&P/ASX 200 finished 24% lower over the year

and the unemployment rate has increased to 5.7% from 4.3% over the 12 months to May

2009. We have also seen consumer and business confidence remain at low levels through

most of the year and the number of jobs advertised also slump.

The bright spot in the economy has certainly been the property market, over the 12 months

to May 2009 Australian property values have increased by 1.6%. Keeping this in

perspective, at the time of their largest falls property values declined by -3.9% from their

peak meanwhile, the S&P/ASX 200 was down as much as 50.5% from its peak and as at

the end of June is still 41.4% below its peak level. Australian residential property has well

and truly proven to be the most resilient and least volatile asset class during the Global

Financial Crisis.

Data released this week also showed that dwelling approvals had fallen 12.5% during May

2009 however, private dwelling approvals fell by just 2%. The low number of dwelling

approvals continues at a time of the strongest population growth in 40 years fuelling

demand for additional new housing.

Not only did dwelling approvals take a dive according to the most recent data, the HIA

reported this week that sale of new homes also fell during May after increasing during the

first four months of the year. During the month new home sales fell by 5.7% fuelled by a fall

in detached house sales of 6.8% whilst new unit sales actually increased 6.1%.

Over the long-term the continual under supply of new housing is likely to create additional

upwards pressure on property prices.
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Auction Clearance Rates - week ending June 28th

Each week RP Data collects the most comprehensive set of auction results available in Australia. Thank you to our vast
network of real estate professionals who assist us with aggregating these results. The statistics show how many auctions
were reported by RP Data as well as the total number of auctions that were scheduled over the last week (due to the large
number of auctions we are unable to report 100 percent of the results). ‘Sold ‘properties indicate those properties that were
either successfully auctioned on the day, sold before the auction or sold after the auction. Properties ‘Not Sold’ were either
passed in at auction or withdrawn.

Click here or phone 1300 789 303 for a free 2 week trial to find out how you can see what

listings are available in your area with On the Market®.

 

Australia’s best inner city rental yields

Rental yield improvement was very strong during 2008 and this week’s

Property Pulse takes a look at the top performing suburbs for indicative

house and unit rental yields within 10km of a capital city CBD.

The last 12 to 18 months has seen rental yields improve significantly fuelled by sluggish

property value growth during most of the period whilst rental rates have risen markedly.

With home values improving during the early stages of 2009, peak rental conditions appear

to be close in many areas, particularly the Eastern Seaboard capital cities.

Across the Australian capital city property market, Darwin has the strongest yields for

houses (6.4%) and units (6.1%). Meanwhile, the softest yields for houses and units are

found in Melbourne at 4.2% for houses and 4.8% for units.

The indicative gross rental yield is derived based on the ratio of the median prices to

annualised median advertised rents. As a result this measurement provides an indication of

the suburbs where strong yields on investment property are available.

Of those suburbs within 10 kilometres of the city centres, the fact that high median house

prices are in general relatively expensive means that rental yields tend to be quite soft for
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houses in the inner city. Meanwhile, within the more affordable inner city unit markets strong

rental yields are much more apparent. This is simply due to particularly high demand for

units in inner locations. This strong demand stems from proximity to working nodes, quality

public transport amenity and a significant supply of restaurants, bars and most other

amenity.

Across Australian inner city areas, Ultimo in Sydney currently has the strongest indicative

gross rental yield at 10.4% for units. This result is thanks to an affordable median price

(due to many one bedroom units) coupled with a premium rental price stemming from the

suburbs locational advantages and very active student accommodation market.

Across the list of top five suburbs detailed, units in Darwin and Sydney tended to have the

strongest yields with the top five in each city recording yields in excess of 6.5%. Sydney’s

strong rental demand is stemming from the expense of housing and the fact that the CBD is

Australia’s largest employment node and along with nearby areas is home to some of the

nation’s best retail, dining and social amenity. Meanwhile, Darwin property prices are now

more expensive than Melbourne and Brisbane. The city has gone from strength to strength

thanks to the public sector investment, a significant armed forces presence and ongoing

expenditure in the mining and resources sector.

For houses, it is really quite difficult to find quality rental yields within the 10 kilometre inner

ring of the city. Those seeking to purchase investment properties within the inner city areas

are much more likely to be seeking capital growth rather than rental return. Whilst the top

indicative gross rental yields for units sits at 10.4%, the strongest inner city house yields are

currently recorded at Risdon Vale in Hobart where yields sit at 6.5%.

Inner city house rental yields are strongest in Hobart, this is largely due to the relative

affordability of housing in the city compared to mainland capitals. The weakest yields for

inner city houses appear to be found in Brisbane and Adelaide.

The last year has seen some exceptional improvements in gross rental yields throughout the

capital cities however, most cities have now seen gross rental yields begin to plateau or

even reduce slightly. Given this, the best buying conditions for investment won’t last much

longer but for those who act quickly there are still some good opportunities.
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How you can use the RP Data Property Pulse

As a participating RP Data subscriber, you are authorised by RP Data Limited to, at your

choosing, forward this content to your customers or publish as editorial content on your

website and newsletters in an unedited fashion provided that RP Data is appropriately

quoted.

Conditions of Syndication

You should not rely upon the opinions expressed in this report for any investment

decision. RP Data will not be held responsible for any loss or damage suffered as a result

of relying upon the opinions and information contained in this report. You should always

take specific advice from a professional advisor so that your particular circumstances can

be assessed and an investment decision appropriate to your circumstances can be

determined.

You may not under any circumstances take a whole or part of the content and

forward to any media outlet at any time.

You may not re-publish this content as your own without our express written permission.

All Intellectual property used in the creation of the RP Property Pulse remains with RP

Data Limited. The research and opinions expressed remain those of RP Data Limited. If

you have any questions about syndication obligations, please firstly speak with the RP

Data Research Division on: 07 3114 9999. 

 

 

This email was sent by RP Data Limited, 6 Eagleview Place, Eagle Farm, Australia 4009 to

david@mortgagepartnersaustralia.com.au
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