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Over the course of the last 30 years, Australia has seen a divergence away from the traditional income genera-
tors or contributors to overall Gross Domestic Product (GDP). Historically, certain areas had specialisations in 
particular industries; for example, agriculture and mining in regional areas, manufacturing in the suburbs and 
knowledge-intensive services in the central business districts (CBDs) of our major capital cities. These competi-
tive advantages have been reflected in the various economic performances of the major cities and is shown in the 
table below.

EXECUTIVE 
SUMMARY

According to leading economists SGS, “Examining economic statistics at the national level would have provided a rea-
sonable insight into the conditions across the whole of Australia. However, the economic evolution over the past 30 years 
has resulted in a far more complex picture. The rise of knowledge-intensive services, differentials in government policy 
and investment, the end of the mining boom, the decline in manufacturing, and other factors have created a patchwork 
economy.”

More recently, government policy and investment has also played a significant role in the performance of the 
respective capital cities. 

Looking ahead, each city faces several challenges to ensure the ongoing prosperity of their residents through 
long-term and sustained economic growth. Some of these challenges are common to all cities (e.g. efficient provi-
sion of infrastructure, attraction of skilled workers, industry development and ensuring liveability), however oth-
ers are unique to certain cities due to city-specific economic structures and factors.

In this report, we will take a closer look at the performance of the individual capital cities of Sydney, Melbourne, 
Brisbane, Perth, Adelaide, Hobart and Canberra, based on the Greater Capital City Statistical Area and Gold Coast 
and Sunshine Coast, based on the Statistical Area 4. 
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ey Over the last 4 years, Sydney’s economy has far outperformed the rest of the country and has been the largest 
contributor to overall GDP. Looking at the below graph, Sydney is shown to achieve a growth rate of 4.1% 
between 2015-16; the highest growth rate since 1999-2000 back when Sydney hosted the Olympic Games.

The result also represents a significant turnaround following the events of the Global Financial Crisis in 2009, 
which had a substantially detrimental impact on Sydney and more specifically; the Finance and Insurance Sector 
as a contributor to GSP/GDP.

In 2017-18, there has been a noticeable decline in GDP growth figures with GDP output being measured at 3.1%. 
This represents a fall of 1 full percentage point form 2015-16 figures.

Throughout this period, Sydney still maintained a high participation rate and the lowest unemployment rate of 
any state. 

So, what led to the sharp decline in GDP output?

Since peaking in 2017, median dwelling values have corrected significantly on the back of APRA measures and an 
environment of tightened credit. In turn, this has impacted upon sales volumes and the collection of transfer duty 
revenue. At the same time, consumer spending has been significantly down on previous years.  

sydney
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The performance of these industries as contributors to GDP is reflected in Chain Volume Measures shown in the 
table below:

sydney

Since 2009, the Sydney economy has been growing exponentially on the back of new housing construction 
and booming house prices. With growth in the construction, sector and a marked increase in sales volume 
occurring between 2009 and peaking in 2017, ancillary industries such as Financial & Insurance and Rental, 
Hiring & Real Estate sectors saw strong year-on-year growth.

Despite strong underlying demand, tougher lending restrictions have ensued from APRA prudential measures 
introduced in 2014 (aimed at capping the growth of investor loans); resulting in stricter lending conditions being 
imposed by Deposit Taking Institutions. As a direct consequence, we have seen a marked decline in investor 
activ-ity, and less contribution from industries such as financial & insurance and real estate.

At the same time, the Royal Commission into the Banking and Financial Services sector has resulted in lending 
institutions adopting more stringent serviceability measures. 

The combined effect of these measures has made it significantly harder for borrowers to obtain finance. Subse-
quently, sales volumes have declined, and house prices have fallen nearly 13% since the 2017 peak.

As a result, it is anticipated that dwelling construction as a contributor to GSP and GDP will experience a contrac-
tion however, this will likely be offset by non- residential construction on the back of record infrastructure spend-
ing. Evidence of this is seen in the contribution to GDP growth between 2016-17 and 2017-18 where the mea-
sure improved from 0.1% to 0.6%.

This sudden improvement would correlate with the acceleration of several key infrastructure projects across the 
wider Sydney Area.

Fortunately, Sydney economic growth is broad based across a range of industries and therefore, is not solely reli-
ant on the performance of any particular industry.

On review of Chain Volume Measures for the 2017-18 period; Construction (0.6 percentage points), Financial & 
Insurance Services (0.4 percentage points) and Professional services (0.3 percentage points) were the largest 
contributors to growth. Health Care, Real Wholesale Trade, Media & Telecommunications, Retail trade, Accommo-
dation & Food and Manufacturing contributed 0.2 percentage points.

According to the NSW government, the foundations that will underpin future growth will be; rising business in-
vestment, high public demand and favourable external conditions that support the dollar exposed industries such 
as Tourism and exports.
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Infrastructure

According to the NSW Budget1, Recurrent 2018-19 expenditure on transport forms 13.5% of total 2018-19 
expenditure and totals $10.7 billion. Capital expenditure on transport in 2018-19 is forecast to be $9.8 billion, or 
56.5% of total capital expenditure and contributes to continuing investment for accessible and future ready 
transport infrastructure projects, such as:

• $3.0 billion over four years for the planning and implementation of Sydney Metro West, a new metro
railway that would connect the Parramatta and Eastern Sydney Central Business District (Restart NSW
reservation)

• $1.2 billion additional funding over four years to progress stage one of the F6 Extension, extending the
M1 Motorway from Arncliffe to Kogarah

• $556.2 million over four years for planning and early works for the Western Harbour Tunnel and

Beaches Link.

According to the NSW government, the top 10 priority items to be delivered by 2024 are2: 

• West Connex (due 2024)

• Sydney Metro City and South West (2024)

• Pacific Highway upgrade (2020)

• Westmead Stage 1A/B Redevelopment (2020)

• Sydney Light Rail (2019)

• Northconnex (2019)

• Sydney Metro Northwest (2019)

• Northern Beach B-Line (2019)

• Newcastle Light Rail (2019)

• Northern Beach Health Service Redevelopment (2019)

The recently announced Western Sydney City Deal, also commits to delivering the first stage of the North South 
Rail Link from St Marys to Western Sydney Airport in time for its opening in 2026.  See photo on the next page.

With the lion’s share of the NSW state funded capital expenditure program having been set aside for a wide range 
of public transport projects located predominately in within the Greater Sydney Catchment, it is it anticipated that 
this will continue to generate economic activity for the coming years.

sydney

Source: Western Sydney City Deal
  1 https://www.budget.nsw.gov.au/sites/default/files/budget-2018-06/6._Expenditure-BP1-Budget_201819.pdf

  2 https://www.nsw.gov.au/improving-nsw/premiers-priorities/creating-jobs/



1110

NSW Infrastructure Investment

According to the NSW government budget mid-year review, the NSW economy is expected to continue growing 
at a level consistent with the historical average of 2½%3.

This is ¼ of a percentage point lower than forecast in the Budget. The revised forecast considers the impact of 
weaker housing market conditions, which are expected to have a delayed economic impact.

The State has a large pipeline of infrastructure investment. This will continue to be a pillar for growth in the years 
ahead.

The strong conditions in the labour market are expected to continue. Employment is forecast to grow by 3% in 
2018-19, well in excess of population growth. Lower unemployment rates at both the state and national level 
should gradually flow into higher wages growth.

The Property Market

Having observed the reduction of interest only loans being written as well as the decline in houses prices in both 
Sydney and Melbourne, APRA announced in May 2019; that it is looking at removing its guidance on the service-
ability assessments. 

In its letter to ADI’s, it alluded to removing the serviceability floor of 7% and increasing the serviceability buffer 
from 2% to 2.5%. 

Whilst it expected that the proposed changes will not make it any easier to obtain finance, it will have a positive 
impact on borrowing capacity.

In addition to this, real wage growth has been weak with affordability only now starting to improve on the back of 
declining house prices. 

sydney

3  https://www.budget.nsw.gov.au/sites/default/files/budget-2018-12/2018-19percent20Half-Yearlypercent20Review.pdf

The downturn of the Sydney market since 2017 represents the sharpest decline in nearly two decades and is 
rapidly drawing near with the post GFC downturn in terms of duration. 

Whilst Sydney’s economy will continue to benefit from substantial investment in infrastructure projects, housing 
affordability will continue to remain a challenge in the current climate of high household indebtedness and the 
absence of real wage growth. Furthermore, stringent serviceability criteria in the wake of the Royal Commission 
into banking is here to stay. 

With vacancy rates currently sitting at 3%4  (the figure widely considered to represent a market whereby supply is 
meeting demand), rental yields for houses and units respectively are far lower than other states.

At the same time, it is anticipated that overseas migration inflows will continue to slow and net migration out-
flows will maintain their downward trajectory for the short term.

The impact of this will likely stymy upward pressure on housing prices for the medium term with little growth 
expected. 

Comments from the Panel:

Terry Rawnsley- SGS Economics and Planning
“Sydney’s economy is growing strong. Economic growth is broad based across a range of industries. Sydney’s 
status as a global financial hub and a strong housing market has seen Financial & Insurance Services grow 
strongly. Housing construction has slowed recently however, there is a strong pipeline of infrastructure projects 
have seen the Construction industry grow at record rates “

“The strength of the Sydney economy has also flowed through to the labour market. Sydney’s unemployment 
rate has been trending down for the past three years and is now at 4.5 %. This is more than one percent-age 
point lower than the national average”

“The infrastructure spend will underpin the economy, but most of the projects won’t be completed and opera-
tional for another 12-24 months.”

Angie Zigomanis- BIS Oxford Economics
“The performance of the Finance and Insurance sector has been high (compared to other industries) however 
this is expected to taper off as the housing sector begins to cool”

“Yields in Sydney very low even relative to low interest rates”

Associate Professor Timothy Fisher
 “What matters is the overall level of economic activity in Sydney as a whole. Sydney is performing well and has 
good prospects for the medium term” 

  4 SQM research – April 2019
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Following Sydney’s lead, over the 2015-16 period, Melbourne’s GDP grew by an impressive 4.4%; repre-senting 
the highest growth since 2003-04. Over the 2016-17 year, growth was lower than the previous year at 4%; 
driven by a decline in the manufacturing sector.

In 2017-18, GDP growth bounced back, realising 4.3% growth over the period.

Much like its northern neighbour, much of this economic growth is attributable to the standout performances in 
the Finance and Insurance, Health care & social assistance and Construction Industries. 

This result marks a dramatic transformation away an economy which has traditionally been heavily reliant on a 
declining manufacturing sector; to an economy that is more diversified with significant growth realised in the Pro-
fessional, Scientific and technical services fields.  

According to SGS economics “Increased housing supply, a robust economy and affordability advantage over Syd-ney has 
resulted in very high and rapid population growth in Melbourne.”

With a bustling finance/professional’s sector and much of the infrastructure projects located within close proxim-
ity to the CBD, it comes as no surprise that employment growth is concentrated to these areas.

More recently, the construction Industry has been underpinned by several state government funded infrastruc-
ture projects as well as strong residential development. On review of the Melbourne’s infrastructure spending, it 
can be observed that in 2019-20, $107 billion of State capital projects are commencing or underway. This in-
cludes projects in both the general government and public non-financial corporations (PNFC) sectors.
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  5 https://s3-ap-southeast-2.amazonaws.com/budgetfiles201920.budget.vic.gov.au/2019-20+State+Budget+-
+State+Capital+Program.pdf

MELBOURNE
 Some of these projects include5:

• $15.8 billion for North East Link which will take thousands of vehicles off local roads, deliver
significant travel time savings, increase the capacity of the Melbourne freight network and finally
complete the missing link between the Eastern Freeway and the M80 Ring Road;

• $6.6 billion to plan and deliver an additional 25 level crossing removals by 2025, making com- 
 munities safer, less congested and creating thousands of jobs; 

• $2.1 billion to transform the Sunbury line, delivering platform, stabling and traction power up
grades to support the roll out of High Capacity Metro Trains and the opening of the Metro Tunnel;

• $750 million to duplicate the Cranbourne rail line, complementing other major works on the
corridor, doubling the frequency of trains in the peak and helping improve the reliability and
punctuality of services;

• $530 million to duplicate sections of the Hurstbridge rail line, providing additional service ca- 
 pacity and network reliability; and 

• $145 million for 10 new E-Class trams, supporting infrastructure and upgrades to Z-Class
trams to provide additional capacity on high-demand routes

The Government is adding $23.2 billion to the existing $23.8 billion transport capital works program. 

This investment will deliver a well-functioning and efficient transport network that will support families and busi-
ness in getting them where they need to go. It is a critical driver of economic productivity. 

With the increase of employment opportunities located close to the CBD, demand for dwellings closer to the city 
are placing upward pressure on housing prices and having a detrimental impact on housing affordability.

As noted by SGSEP “Development of Southbank and Docklands provided the Central Business District with 
“brownfields” to accommodate significant levels of new employment and housing. Road projects, such as the Western 
Ring Road, CityLink and EastLink, and the Regional Rail Link have helped to improve connectivity across the city and 
opened up new greenfield housing areas”

This view is supported by ABS data6  which shows that there has been strong population growth in outer suburbs. 
These areas are where large Greenfield subdivisions are taking place and housing prices are more affordable com-
pared to inner and middle ring suburbs.

  6  ABS – Cat series 3218.0 

Source:   ABS- Cat Series 3218.0 - Regional Population Growth, Australia, 2017-18
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melbourne

Whilst there has been substantial population growth in the areas highlighted in the above graphic, the challenge 
ahead will be providing access to employment nodes (i.e. investment in public transport) as well as a higher level 
of amenity to these areas. 

As at September 2018, the participation rate was measured at 67.6 %. This is more than 2 percentage points 
higher than the Australian average. At the same time, the unemployment rate was approximately 4.7 %. This is 
indicative of a strong economy.

Whilst Melbourne’s economy will continue to benefit from substantial investment in infrastructure projects and 
strong business confidence supporting sustained job growth in the CBD, housing affordability will continue to 
remain a challenge in the current climate of high household indebtedness and the absence of real wage growth. 

Much like its northern neighbour, the introduction of APRA measures in 2014 have resulted in a marked decline in 
investor activity. This, in conjunction with the tightening of serviceability standards have made it more difficult for 
both investors and homeowners alike to obtain finance.

The combined effect of the above has had a detrimental impact on house prices which have experienced a 12.4% 
decline in year- on – year terms7. With dwelling prices now firmly in correction, there has been a substan-tial 
improvement in the affordability measure.

  6  ABS – Cat series 3218.0 

More recently, APRA’s announcement of a proposed relaxation of serviceability floor will likely have a positive impact in 
terms of borrowing capacity however, it is still up to the lenders to maintain strict serviceability controls.

 In acknowledgment of the sharp correction in house prices in addition to a decline in other economic factors 
(such as; slow growth in wages, increased competition in retailing, the rising cost of living) the RBA announced a cut to the 
official cash rate on the 4th of July 2019. This is tipped to be followed by rate cut later in the year.

Factoring in recent price falls and the possibility of major lenders passing on the rate cuts, BIS Oxford Economics forecast 
that there will be a sharp improvement in the affordability measure, dropping from 36% in mid-2017 to approximately 
28% in 2019. Should this eventuate, housing affordability would return to similar levels seen in 2013-14.

Whilst these factors may improve borrowing capacity, the likelihood of being able to borrow the same amount of money 
as in 2013-14 is significantly reduced. As such, this will serve to curtail any rapid movements in house prices with further 
declines expected over the course of 2019. 

With further rate cuts forecast, improvements in affordability will likely serve as a catalyst for purchases to return the 
market, placing upward pressure on price growth however, this will likely be low single digit growth.

According to BIS Oxford Economics, Median house prices are expected to remain flat through 2019 and through to 2020 
before picking up slightly in 2021-22. Over the next 4 years, median house prices are forecast to grow by 1.6% per annum.

Comments from the Panel:
Terry Rawnsley 
“The strength of the economy has resulted in a strong labour market. Melbourne’s unemployment rate peaked 
at 6.9% in September 2014. Over the next two years, the unemployment rate fell to 5.4 %. The upwards trend 
since August 2016 has been driven by an increase in the participation rate; that is, the unem-ployment rate is 
being driven up by more people searching for work rather than people losing their jobs.”

Angie Zigomanis
“Infrastructure construction is helping employment. Infrastructure such as level crossing removals will reduce 
congestion and benefit local areas (and potentially increase frequency of rail services), but it is hard to say how 
much” 
“The implantation of APRA measures has seen a sharp decline in the number of interest only loans being writ-
ten At the same time, the banks have adopted more stringent serviceability criteria which has made it more 
difficult to obtain finance. 

The combined effect of these measures has resulted in a sharp decline in sales volumes which have been more 
pronounced in Sydney and Melbourne. Subsequently, both markets have seen sharp corrections in median 
prices which has resulted in a substantial improvement in the affordability measure”

Don Smith – BCI Economics
Infrastructure- “There is a substantial number of infrastructure projects already underway; and more to come in 
the pipeline”
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In 2017-18, the Brisbane GDP growth was 3.4% which is the highest since 2011-12.  Over the same pe-riod, 
population growth has risen to around 50,000 persons each year for the past 2 years. This recent surge of 
migration is the highest rate since 2012 and the end of the mining boom.

With the abundance of natural minerals and resources, the Queensland economy has relied heavily on mining and 
population driven economic growth in previous cycles.

In the wake of the GFC in 2009, the Queensland economy slowed; as did the demand for resources and com-
modities. Consequently, construction activity declined as did GDP output over the period. Whilst the downturn in 
construction did allow for the build-up of undersupply of dwellings, net migration slowed significantly throughout 
2011/12 placing downward pressure on housing prices. 

Over the 2012-2013 period, renewed enthusiasm in mining investment projects resulted in an increase in em-
ployment opportunities which, in turn lead to an uptick in net migration inflows into the state; resulting in an 
improvement in underlying demand. Consequently, GDP output rebounded; particularly in the construction sector 
(Largely on the back of a surge in Development Applications). This is reflected in the graph below.
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The largest contributors to Brisbane’s growth in 2017-18 was Construction (0.5 percentage points), Professional 
Services (0.4 percentage points) and Health Care (0.4 percentage points).

With concerns of a potential oversupply (particularly concentrated on inner city unit dwellings), DA applications 
have declined significantly from its peak in 2016. In the last 12 months, the bulk of supply of high-rise units has 
reached completion and entered the market. 

Subsequently, the demand for residential dwellings slowed which, in turn saw the number of new dwelling com-
mencements fall.

This correlates with the decline in Construction GDP growth over the 2016-17 period however, with the com-
mencement of several key infrastructure projects in 2017-18, this figure has rebounded.

Whilst, vacancy rates have increased over recent years in Inner Brisbane the data shows that new supply has 
been largely absorbed at a sustainable rate with vacancy rate for Brisbane being measured at 2.6% as at April 
20198. 

In addition to this, yields remain strong, standing at 5% for units and 3.8% for Houses as at April 2019- far better 
than Sydney and Melbourne.

Whilst the above is positive news for investors, the Brisbane market also holds another advantage over the 
eastern seaboard capitals.  Between the 2011 and 2016 censual periods, incomes have increased by 13% and the 
average mortgage has decreased from $1,950 to $1,861 per month. With approximately 23% of disposable in-
come being spent towards the average mortgage, Brisbane has affordability advantage over its eastern 
seaboard counterparts. At the start of Brisbane’s last growth cycle in 2002, the median house price was 44% of 
the Sydney Median. 

As at 2018, Brisbane house prices were approximately 50% of the Sydney Median.

 8SQM research- Accessed  June 2019.

The improvement in affordability over its eastern seaboard counterparts has proven to be a catalyst for interstate 
migration.

Brisbane had the highest net internal migration gain of all Greater Capital Cities in 2017-18 (16,000 people), 
ahead of Melbourne (5,700) and Hobart (1,300).

Most arrivals into Brisbane came from Sydney (11,700) and Rest of New South Wales (11,000)9. 

At the same time, net overseas migration has been tending upwards whilst new dwelling completions have fallen.

If we then consider that at the peak of previous housing cycle, Brisbane house prices were measured to be 82% 
of Sydney’s, this would suggest that Brisbane has substantial growth potential as the supply and demand funda-
mentals begin to align. 

93412.0 - Migration, Australia, 2017-18

As Brisbane continues to transition away from an economy that has been heavily reliant on the mining sector and 
with the slowdown in residential construction, the economic growth will likely be driven by new infrastructure 
projects and investment in the public-sector services such as Health and Education.

According to the Brisbane 2022 New World City Action Plan, 7 key priority areas have been identified as drivers of 
economic growth in the coming years (as shown in the graphic below).
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Under this plan, key projects that will form part of this strategy include:

• Queensland Police Service Headquarters upgrade $3.5 million in 2017-18 to refurbish, renew and up
grade the State Police Headquarters building on Roma Street.

• Central Station renewal $20.6 million in2017-18 out of a $43 million total spend to revitalise and
modernise Brisbane’s Central Station to improve the customer experience and cater for future growth,
due for completion in March 2019

• European Train Control System Project – this $634.3 million project will deliver a significant upgrade of
the inner-city rail signalling and communication system and is a precursor to the Cross River Rail project.
Expressions of interest were called during 2017 with a contract to be awarded in 2018.

• Cross River Rail- Responding to the growing transport needs of South East Queensland, the Palaszczuk
Government will deliver the $5.409 billion Cross River Rail project. Cross River Rail represents a significant 
boost to the economy and will enable vital future connections to Queensland’s growing regions.

• Herston Quarter Redevelopment Project – this $1.1 billion project will deliver a major health-led, mixed
use precinct adjacent to the Royal Brisbane and Women’s Hospital. The mixed use development
will include a $300 million specialist public health facility, a private hospital, a range of accommo
dation including aged, retirement and residential living, retail and public areas. Metro North’s private dev- 

 elopment partner, Australian Unity will deliver the project in stages over the next 10 years. Following 
contractual close in early 2017, site preparation works were underway throughout 2017 to enable   
construction of the new specialist public health facility on the site of the former Royal Children’s Hospital 
to commence in early 2018.

• Queensland Art Gallery exhibitions and critical asset replacement $3.8million in 2017-18 out of a $14.3 million 
total spend to secure blockbuster and major exhibitions, and to update and replace critical plant and equipment. 
Delivered in partnership with the private sector.

• Sciencentre redevelopment $6 million in 2017-18out of a $11 million total spend to transform the Sci- 

encentre at the Queensland Museum into a cutting edge interactive hub for science, technology, engineering and    
mathematics.

• World Science Festival Brisbane 2018 $3.5 million in 2017-18 to deliver the World Science Festival Bris- 
 bane 2018, an annual week-long celebration creating a fusion of science and art.

• Cultural Precinct critical infrastructure upgrade $6 million in 2017-18out of a $22.9 million total spend to renew 
and replace critical infrastructure items across the Cultural Precinct, Brisbane, including power supply, generators, 
climate control, and water systems. Part of the State Infrastructure Plan.

• Lady Cilento Children’s Hospital $10 million in 2017-18 out of a $1.43 billion total spend to undertake _ finalising 
works following the completion of the Lady Cilento Children’s Hospital, a new 359bed specialist children’s hospital 
adjacent to the Mater Hospital.

• $8.7 million ($68.2 million over four years) to establish a new Adolescent Extended Treatment Facility at The 
Prince Charles Hospital, two new adolescents Step Up Step Down units in Brisbane, and refurbish- 

 ment of two adolescent Day Program spaces at Logan and the Gold Coast 

Comments from the Panel:
Terry Rawnsley- SGS Economics
”Brisbane’s economy is building momentum following the end of the mining boom.”

“Brisbane public infrastructure projects are expected to add value to the economy in 18-24 months as well as private sector 
investment”

“In the current market Melbourne and Sydney residents have the opportunity to sell their homes and buy a big-ger and better house 
in Brisbane and still have a few hundred thousand left over. This is an attractive proposi-tion which will become more popular as 
Sydney and Melbourne’s economies grow.”

Assoc Prof Timothy Fisher 
“Interstate Population Growth has recovered to levels not seen since 2012”

Rental Yields- “will remain (sic) neutral without a rise in economic growth for Queensland” 

Don Smith- BCI Economics:
“Cross River Rail, investment in hospitals and schools, and solar farms will have a positive impact on the overall performance of the 
Brisbane Economy”

Angie Zigomanis- BIS Oxford Economics
“Net overseas and interstate migration inflows are rising and have picked up faster than we have expected”

“With construction finance becoming more difficult to obtain and restrictions on the number of permittable FIRB purchases within a 
building, there is growing anecdotal evidence from vendors that a high percentage of proj-ects will not get off the ground in the next 
2 years”

Over the next 4 years, it is anticipated that key infrastructure projects will serve as a strong source of employment growth and in turn, 
drive further gains in net population. With an affordaility advantage over its Eastern seaboard neighbours, it is anticipated that the 
influx of interstate arrivals will continue on the basis of  and high levels of affordability. 

At the same time, the rapid decline in dwelling completions over the forecast period are expected to place upward pressure on house 
prices. as underlying demand catches up with supply in 2020. Over the forecast period, BIS Oxford Economics have predicted an 
increase of .05% in 2019 which is expected to increase to 2.0% in 2020 before accelerating to 6.1% and 9.0% in 2021 and 2022 
respectively.
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Throughout 2016/17, the Perth economy was in recession with a 3.5% decline in GDP. To put this into context, the 
last time that Perth experienced a contraction of this magnitude was in 1990-91.

On review of these figures, it is plain to see that the downturn in resources/mining sector has been profound, 
with Perth struggling to find an economic driver in the absence of any key infrastructure projects.

In the wake of the Global Financial Crisis (GFC) in 2008, interest rates reached a peak of 7.8% during 2010 and 
remained at this level for much of 2011. As a result of high interest rates and a downturn in the mining sector, af-
fordability began to deteriorate as did consumer sentiment. 

With the contraction of mining investment and expenditure (and decreased contribution to GDP), migration in-
flows declined; resulting in rising vacancy rates from 2.1% in June 2007 to a peak of 4.5% in the year to June 2010.

In 2012/13, there was a resurgence in mining investment in the resources sector which saw an increase in com-
modity prices due to increased global demand for resources. This ensued in growth in jobs as well as incomes.  In 
turn, this stimulated migration inflows and population growth. 

After experiencing a short period of growth, a decline in demand for resources resulted in a decline in commodity 
prices. At the same time, several major projects were coming to completion and/ or were transitioning towards 
the less labour-intensive production phase. With the decline in demand for resources, many other mining projects 
were scaled back or deferred. 

As a consequence of the downturn in mining activity, employment opportunities have contracted sharply which 
has resulted in a sharp increase in the unemployment rate over the past 2 years however, this has now begun to 
stabilize. 

Presently, the unemployment rate for Perth lies somewhere around 6.1%; nearly 1% higher than the national aver-
age.

In acknowledgement of the above, it comes as little surprise that Net Overseas and Net Interstate Migrations 
figures have deteriorated. 

24
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ABS data shows that WA’s net overseas migration fell from a peak of almost 23,000 people in 2011/12 to 13,650 
in 2015/16. In addition to this, net interstate migration also experienced significant outflows with 7,703 persons 
leaving the state in 2015/1610 . 

As a result of high net migration outflows, vacancy rates for Perth rapidly increased from 3.4% in June 2013 to 
5.7% in June 201611. As noted by leading analysts BIS Shrapnel, this is the highest recorded vacancy rate in over 
20 years.

In 2017-18, Perth’s GDP grew by 2.7 %, the highest growth since 2012-13. This growth was reflected across 
most sectors. Financial & Insurance Services (0.4 percentage points), Health Care (0.8 percentage points) and 
Construction (0.3 percentage points) were the only industries that made any meaningful contribution to GDP 
growth.
Perth’s key challenge going forward will be to find alternate sources of economic growth now that the mining 
boom, that has driven the city’s economy for the past decade, is over. 

The economic slowdown is compounded by the flight of skilled labour, as many workers formerly employed in 
mining-related jobs migrate to the eastern seaboard in search of employment.

With weak housing demand, the property market seems to have cooled substantially with house prices continu-
ing to decline. In the year to March 2019, median house prices experienced a decline of 7.6%.

Presently and rental vacancy rates in Perth are declining falling from 5.7% in 2016 to 3.2% as at April 2019. This is 
also an improvement of nearly 1% on the previous year. With falling dwelling approvals, the oversupply of stock is 
steadily being absorbed by the market. 

With vacancy rates falling, rental yield increasing and affordability levels remaining high it appears Perth requires 
economic growth to stimulate migration and bring demand back to the property market. In acknowledgement 
of this, it is anticipated that house prices will remain stagnant for the short term with eyes fixed on its economic 
performance to determine the growth in property values over the medium to long term.  

Comments from the Panel:

Terry Rawnsley- SGS economics
“The effect of the end of the mining boom on Perth’s economy has been profound, with GDP growth diving to 
1.6% in 2015-16, compared to 8.8% in 2011-12. The GDP growth rate of 1.6% was the third lowest on record 
lowest (only 2000-01 at 0.5% and 1990-91 at -3.0  were lower).”
“There are early signs that things are starting to turn around for the Perth Economy with GDP 2.7% growth 
recorded over the 2017-18 period. This represents the highest growth since 2012-13”
 “With less jobs on offer, people (in particular skilled labour) are leaving Western Australia and seeking work in 
the eastern states however, the rate of departures has declined in the past year.”
“With such a weak economy, normally government would increase spending to help stimulate economic activity. 
However, the Western Australian Government, constrained by repeated budget deficits”

Angie Zigomanis- BIS Oxford Economics
Employment and Economic cycles- “Economy appears to have bottomed out but it will be a long and drawn out 
recovery”
Infrastructure- “No big projects and state finances are tight, (sic) so not too many in the pipeline”
Population growth- “Significant outflows to the rest of Australia still occurring, although they are now starting 
to ease”
“Affordability has become more attractive after price falls, but still little encouragement for buyers without the 
jobs”

Don Smith- BCI Economics
“State government has begun to find some funding (e.g. Perth Metro net) however, more is needed to turn 
things around”

Professor Tim Fisher- 
“Hard to see where WA’s next growth spurt is coming from. Any future growth is dependent on rising commod-
ity prices, which don’t look too likely at the moment”
“Given the reduction in prices, there is at least an upside for yields. However, if Perth is unable to diversify its 
economy on the medium-term, population growth will keep demand in check.”

10 ABS/ BIS Shrapnel
11 SQM research- Vacancy rates- Perth- accessed January 2018
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The performance of the Adelaide economy has typically exhibited a series of small “booms” and “busts” in com-
parison to the economies of Sydney and Melbourne.

Since the early 90’s, Adelaide has faced several structural challenges such as; the decline of the manufacturing 
sector, an ageing population as well as a shallow pool of export-oriented knowledge services have contributed to 
GDP outputs below the national average.

More recently, the continual decline of the manufacturing sector has further weakened employment conditions 
and there has only small gains in GDP growth in other industries. 

The combined effect has led to a steady decline in the working age population as residents leave the city in search 
of greater employment prospects. Evidence of this is seen in the net migration outflows over the period; particu-
larly in the 20-44-year age bracket.



3130
12 ABS- Cat series 6202.0 - Labour Force, Australia, Apr 2019
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At the same time, there has been an increase in the retired age population, placing further strain on the economy 
as the pool of skilled labour shrinks. Evidence of this is seen in the participation rate which trended downwards 
from 65% to 63% between 2011-17. Over the same period, this figure consistently trended over 2% lower than the 
national average. 

Source: ABS Cat No. 3412.0, Meridian Australia

On review of Chain Volume Measures, it is observed that Adelaide’s economic growth is attributable to 2 main 
industries: Health Care and Social Assistance as well as Construction.

In the year to June 2017, these figures contributed 0.8% and 0.5% to GDP growth respectively.

According to SGS economics, Health Care is now the largest industry in Adelaide, accounting for 10.5% of the 
city’s GDP in 2016-17. Due to Adelaide’s ageing population, this sector has become increasing important in 
recent years and is expected to continue to grow over the next five years.

Presently, the SA government is undergoing a period of challenging economic conditions with decline of the 
manufacturing sector as well as the completion of several key infrastructure projects.

As the SA economy transitions away from its reliance on the manufacturing industry, much of the SA govern-
ment’s budget has been dedicated to addressing the needs of an ageing population whilst also investing in the 
dollar exposed industries such as education and tourism. 

Much of these efforts are tied into several key infrastructure projects with funding predominately focused on 
improving road and public transport, as well as hospitals and education facilities.

Whilst there has been substantial investment undertaken by the SA govt in attempt to boost economic growth, 
weak economic conditions will continue to drive the exodus of skilled labour to areas with greater employment 
opportunities.

With the unemployment rate for Adelaide dropping to 6% in early 2019; the lowest level in since 2015, Adelaide 
remains above the Australian Average12. 
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The Property Market and Yield.

In the 5 years to June 2019, Median house prices grew by an average of 3.2% annum. Over the period, the market 
benefited from relatively high investor activity, attracted by a relative affordability advantage over Sydney and 
Melbourne as well as strong yields.

Since 2013, the affordability measure for Adelaide has been trending around 21%. Over the same period, the af-
fordability rate for Sydney and Melbourne increased from 26% and 34% to a peak of 38% and 35% respectively. 

At the same time, yields in Adelaide have remained buoyant over the period, consistently trending around 4.2% for 
units and around 3.8-4% for houses.

Since 2013.14, dwelling completions have steadily coming online, eroding the stock deficiency. 

More recently, the combination of APRA interventions and the tightening of credit has resulted in a substantial 
retreat of investors in the Adelaide housing market.

Despite a relative affordability advantage and strong yields, weak economic conditions have placed downward 
pressure on price growth. This has been further compounded by the looming oversupply of dwellings in the pipe-
line. 

Source: BIS Oxford Economics, Meridian Australia

First Home buyer Activity continues to experience moderate growth however, growth has slowed from 10% to ap-
proximately 8% (based on three-month rolling average) in the 12months to January 2019. Over the same period, 
Upgrader/ Downsizer activity over 2018/19 declined by 5% however, this result represents an improvement of 5% 
over the previous period.

This is reflected in recent price growth figures which show a marginal decline in the 3 months to March 2019.

Adelaide house values were 0.7% higher over the past year while unit values were 1.2% higher. Despite low 
relatively low growth over the period, Adelaide values experienced moderate growth whilst the larger capitals of 
Sydney and Melbourne experience negative growth.

Summary
Presently, the SA government is undergoing a period of challenging economic conditions with decline of the 
manufacturing sector as well as the completion of several key infrastructure projects including; the Noarlunga 
Line Electrification, the South Road Superway and the Southern Expressway Duplication.

Whilst the budgeted infrastructure spending on new projects gives cause for optimism, these projects are not of 
similar scale to what has recently completed. 

As such, it is anticipated that the current population growth trends will continue, with high migration outflows 
and muted net population growth expected.

In the absence of any game changing announcements, the economic outlook remains weak.

3332
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Subsequently, it is anticipated that dwelling completions will continue to outpace underlying demand, resulting in 
an excess in residential housing stock remaining through to June 2020.

This will likely have a detrimental impact on vacancy rates and rental growth as competition increases for tenants 
and landlords discount asking rents.

The impact of this will likely be felt on the unit market; particularly in areas closer to the CBD where there is an 
abundance of high rise, multi dwelling unit stock.

According to BIS Oxford Economics:

“Overall, Adelaide’s median house price is forecast to grow by 11% over the forecast period to reach $555,000 by June 
2022, which will be a similar rate of price growth (4% pa on average) to that seen in recent years.”

“The oversupply in the unit sector and softer demand for this type of dwelling will restrain price growth in this sector. The 
median unit price is forecast to show a modest cumulative 9.6% increase over the forecast period to reach $400,000 at 
June 2022”

Comments from the Panel:

BIS Oxford Economics: 
“The collapse of mining and heavy industry investments has led to the cancellation and postponement of 
several mining projects in the pipeline. A number of major public engineering construction projects have also 
recently come to completion while closures in the automotive manufacturing sector is still to play through with 
jobs likely to be lost as well to other associated businesses.”
 “While supply hasn’t been overly strong, population growth/demand has struggled”

SGS Economics:
“Slow economic and population growth will continue to influence house and units (sic- * prices).”
“economic growth has been consistently below the national average, due to an ageing population, closure of 
major employers and loss of working age population”

Tim Fisher
Employment and Economics Cycles- “Propped up by Federal spending; little source of endogenous growth”
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Historically, Public Administration and Defense have been a key driver of Canberra’s economic growth however, 
this sector has made no contribution to growth over the past 2 years. 

Public Administration and Safety industry continues to be the largest industry in the ACT with a 25.9% share of 
nominal GSP in 2017-18. With the largest industry being Public administration, the economy is less de-pendent 
on overall economic conditions.

Economic Growth

The Canberra economy is going from strength to strength with a period of sustained expansion following public 
service job cuts in 2013. Growth in Gross City Product was measured at 4.0% in 2017-18. This represents 1.8% 
growth on 2016-17. 

This is above the 10-year growth average of 3.2%.  

On review of Chain Volume Measures, Health Care and Social Assistance and Professional & Scientific Services 
accounted for the greatest share of all Gross City Product in 2017-18; each contributing 0.9% with Admin-
istration and Support coming in third at 0.5%.
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According to the ACT 2018 budget, this high rate of growth expected continue in the near term, with further 
growth of 3½% in 2018-19 and over the forward estimates13. 

A key driver of recent economic growth was the Professional, Scientific and Technical Services sector, which ex-
panded by over a third in 2016-17 and is forecast to continue to underpin growth going forward.

13 https://apps.treasury.act.gov.au/__data/assets/pdf_file/0007/1206817/Budget-Paper-
3-Budget-Outlook-2018-19.pdf

Employment
In the year to April 2019, employment growth declined by .03 of a percentage point. Despite this, the ACT main-
tained a very low unemployment rate of 3.9 %.  This result is far below the national average of 5.2 percent14.

With a participation rate of 69.5 %, the proportion of persons whom are employed or actively looking for work far 
surpasses the national average of 65.8 %.  

Unemployment in the ACT remains below 4 %, the lowest of any jurisdiction in the country.

Population Growth
Canberra’s population is growing rapidly, having realized 11 per cent growth between the 2011 and 2016 Census 
counts – the fastest rate of growth in the country.

As at September 2018, there was an estimated 422,000 people living in the ACT. This represents an increase of 
8,000 people over the previous year.  This increase is the 2nd highest recorded growth recorded for the Territory 
since 201215. 

This outcome is largely attributable to higher than expected net overseas migration, which brought 4,795 more 
people to Canberra.  

 14  https://apps.treasury.act.gov.au/__data/assets/pdf_file/0005/399983/LF.pdf/_re-
cache
15  ABS- Cat Series 3412.0, 3101.0
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canberraInfrastructure Spending
The ACT Government’s Infrastructure Investment Program forms the cornerstone of the greater plan to promote 
Canberra as a city of innovation and opportunity, attracting investment, and supporting local entrepreneurship 
and creativity. 

The ACT Government’s 2017-18 Infrastructure Investment Program has three main components: The Capital 
Works Program ($1.6 billion), the capital provisions ($1.1 Billion) and projects undertaken as Public Private Part-
nerships ($867 million). 

The Canberra Property Market
Employment in Canberra is dominated by the Federal government with a high saturation of public service agen-
cies scattered across the Territory. 

Whilst this sector is widely considered be amongst the highest paying and most stable fields of employment, it is 
susceptible to changes in Government policy such as the austerity measures introduced in 2013.

In recent times, the Canberra residential property market is undergoing somewhat of a re-invigoration as part of 
the ACT Government’s dynamic plan to diversify employment industry and move away from historical reliance on 
the Public Administration and Safety sector as an economic driver. 

The ACT government has embarked upon an ambitious plan to promote and cultivate growth in the Professional 
and Scientific Services, tourism and health care fields. In addition to this, there has been a strong push to improve 
and expand on international exports such as education and business services.

On the back of several key infrastructure initiatives and improvements in the Public Sector, there has been a sharp 
increase in underlying demand for dwellings. Evidence of this is seen in the vacancy rate which has tightened 
significantly from 2.5% in June 2013 to 1.2% as at April 201916.

At the same time there has been substantial improvements in the affordability measure. Currently, the affordabil-
ity measure for Canberra is currently at 13% but has seen previous highs of 23% this indicates Canberra can afford 
for prices to increase significantly from current levels.

On analysis of Canberra’s property fundamentals, it is anticipated that the housing market will record reasonable 
capital growth over the short to medium term. 

16  SQM research

Overall, the housing supply versus underlying demand is expected to remain in balance over throughout 2019-
2020 with a high volume of unit supply expected to tip the balance into oversupply in 2021-22.

With high incomes in Canberra supporting affordability, this is expected to see 10% growth in the median house 
price over the next three years, to $745,000 by June 2022.

Due to a slow release of land and increasing supply of units; houses and townhouses are expected to outperform 
units.

Comments from the Panel:

SGSEP:
“Canberra’s GDP growth in 2017-18 (4.0 %) above the long-term trend. Canberra’s GDP growth tends to track 
the national average less closely than other capital cities, due to its small size and the fact that its largest 
industry, Public administration, is less dependent on overall economic conditions.”
“Good population growth following the strong economic growth. There has also been notable growth in young 
people aged between 0 to 17 in the last 10 years. Suggesting families may be putting down roots in Canberra 
more than they have in the past.”

BIS Oxford Economics:
“Generally positive, however the impact of ANU announcing a cap on student numbers may impact upon future 
migration in the 17-34-year age bracket”
“Light rail is a big-ticket item for a city Canberra’s size”
“New houses in short supply (but improving slightly), but plenty of apartments being built”
“High household incomes in ACT support rent and price affordability”

BCI Economics:
“There has been strong Investment in hospitals as well as into establishing new suburbs, but Uni campus devel-
opments remain in doubt”
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In the 3 years to June 2018, Hobart’s economy has been growing at rapid rate. In 2017-18, GDP growth was 
measured at 3 %. 

According to SGSEP, this growth has been driven by several factors including, strong population growth, rising 
tourism numbers and a dramatic increase in house prices. 

With a substantial affordability advantage over other capital cities, there has an increase in both interstate and 
local house sales activity.

Over the same period, tourist visitor numbers have increased and investment in the Health Care sector have also 
contributed to GDP growth.

Infrastructure

Over the 2019-20 Budget and Forward Estimates period, the Government will invest $2.8 billion in vital com-
munity infrastructure projects17.  The record investment of $2.8 billion in infrastructure, over a four-year period, is 
significant and above long-term historical infrastructure investment levels.

Much of this spending is targeted at population serving industries with little in the way of new, and large-scale 
projects which will continue to support growth in the working age population as well as reduce the number of 
departures of workers heading for the mainland in search of greater employment opportunities.

17  https://www.treasury.tas.gov.au/Documents/2019-20-Budget-Paper-No-1.pdf

Source: Treasury Tasmania
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Economic Growth
Over the last 12 months, Hobart’s has experienced a sharp increase in GDP growth, realising 3% over the 
period. The rapid ascension in growth can be attributed to a range of factors including; increasing volumes of 
tourist numbers, population growth as well as rising house prices.

Source: Tasmanian Department of Treasury- Budget Paper no 2.

Outside of the housing market, Chain Volume measures indicate a strong performance in service industries such 
as Health Care, Professional, Scientific & Technical Services as well as the Construction. Over the period, each 
industry contributed 0.7%, 0.4% and 0.3% respectively.

With a higher proportion of employees in service industries, the Hobart economy is less vulnerable to changing 
market conditions than other regional areas.

Despite this, any detrimental changes in the value Australian Dollar may result in a decline in overseas visitors 
and overseas student numbers. Similarly, factors such as; declining housing prices in Sydney and Melbourne and 
the continuance of low wage growth all pose substantial risks to the domestic household consumption. In turn, 
these factors could lead to a downturn in tourist numbers from the mainland as “households tighten the belt” on 
spending. 

Overall, it is anticipated that the Hobart economy will leverage of the momentum it has created over the past 2 
years and heavy investment into population serving infrastructure will likely see GDP growth remain steady over 
the next 12 months.
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With a relative affordability advantage over other capital cities, population growth has been strong. 

Historically, Hobart population growth has been more prominent in the retirees age bracket however, more re-
cently, there has been a noticeable uptick in the working age population. This trend is likely linked with growth in population serving jobs which is evidenced by the improvement in 

the participation rate which is observed over the period which rose to nearly 64% in early 2019.

At the same time, the unemployment rate has been trending downwards, to approximately 6.1% in early 
201918.

18  https://www.treasury.tas.gov.au/Documents/Labour-Force.pdf
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Whilst these figures would indicate a strengthening labour market, they remain above the Australian average of 
5.4% as at early 2019.

The Property Market

According to the Real Estate Institute of Tasmania President Tony Collidge19: 

“Tasmanian residential sales and rental markets have been driven to record heights by an unwavering demand 
from buyers and renters…”

Tasmania has a buoyant residential real estate market where increasing employment opportunities, a flourishing 
tourism market, growing tertiary student numbers, and an alluring lifestyle destination have generated continued 
growth and demand at levels we are struggling to meet.”

Between March 2018 and March 2019, median house prices in Hobart have risen by 5.7 %, compared to a decline 
of 12.4% in Melbourne and a drop of -11.8% in Sydney.

The affordability of regional areas such as Hobart, had been attracting attention for people looking to relocate and 
invest. 

With a substantially lower median dwelling value than the mainland states and attractive rental yields, the Hobart 
market offers a lower entry point into the property market for investors and other segments of the market such 
as retirees/ downsizers.

At the same time, low levels of construction since 2013 has seen vacancy rates tighten from 3% to 0.6% at April 
2019. This would suggest a shortage of rental accommodation.

As at June 2019, rental yields in Hobart were approximately 6.6% for units and 4.3% for houses20.

hobart

19  https://reit.com.au/wp-content/uploads/23-1-19-December-Quarterly-Report-Media-Release.pdf
20  SQM research

Subsequently, there has been a noticeable Increase in activity from both interstate as well as intrastate buyers 
however; there are signs that investor growth is beginning to cool.

Being a relatively small market, sudden increases in dwelling values is shown to quickly erode affordability. This 
tends to have a stronger impact on the local owner occupier market. 

On review of the above graph, the affordability measure deteriorated from 18.4% in June 2015 to 22.8% as at June 
2018.

According to figures released by the REIT for the December 2018 quarter, Investor activity dropped from 19% of 
house sale in 2017 to 18% in December 201821. 

Interstate buyer numbers dropped from 23% to 20% over the same time.

Over the 2017-2018 period (year ending December 2018), median prices across all regions continued to increase 
as the availability of properties to sell continues to decline. Hobarts’ median house price grew by 9.5% over the 
year to $502,750. Launceston’s median price increased 14.8% to 350,000 and the North West was up 13% to 
$282,500.

With migration levels now beginning to slow and as supply levels increase and new stock begins to come onto the 
market, it is expected that price growth will begin to slow as new stock comes online.

21  https://reit.com.au/wp-content/uploads/23-1-19-December-Quarterly-Report-Media-Release.pdf
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Comments from the Panel:

SGS Economics:
“The challenge facing the city is to ensure house price growth does not adversely affect affordability and retain 
enough skilled labour to maintain growth in the long term.” 
“Hobart is booming! The Hobart economy has experienced GDP growth in 2017-18 of 3 %. Growth across a 
range of industries, with Health Care being a key driver. It is a small economy, so it doesn’t take much to boost 
activity”

BIS Oxford Economics:
“Economic growth pretty good underpinned by a lower dollar - tourism and agriculture”
“We expect completions to rise through 2018/19. However strong underlying demand will mean there remains 
an undersupply in the market. We expect demand to taper off through 2020 and beyond, eroding the level of 
oversupply. 
We expect price growth to begin slowing in the following years as economic growth and migration slows. As 
affordability in Hobart becomes more strained, population movement is likely to opt for other places in Tasma-
nia. Median house prices are forecast to grow around 2% 2019/20 and 1% in and 2020/21 taking the median to 
$515,000 at June 2021”
“Prices may be reflecting affordability for mainlanders, with affordability for Tasmanian households becoming 
more challenging.”

BCI Economics:
“Recent price movements have eroded previous advantage. Noted that there are differences between the CBD 
and the fringes”

Summary
Recently, heavy investment into population serving services and infrastructure has been linked with an improve-
ment in the participation rate. At the same time, the lower Australian dollar has supported growth in the Tourism, 
Mining and Agriculture sectors.

Should the value of the Australian Dollar support a lower exchange rate it is likely that the dollar exposed indus-
tries will continue to serve as a strong contributor to GDP growth over the next few years.

Looking ahead, it is anticipated that these fields will continue to be strong contributors to Gross City Product 
and with substantial investment planned for these fields, this will improve retention of skilled labour. Whilst this 
bodes well, the unemployment rate remains significantly higher than Australian average. 

Strong economic conditions will continue to encourage population growth and therefore, underlying demand 
however, dwelling commencements and completions are expected to catch up and curtail capital growth. 

According to BIS and Oxford economics, future growth forecasts are limited to 4% over the next 3 years in Hobart. 
The forecasted low rate of growth is a predominantly due to slowing migration rates as well as the deterioration 
in the affordability measure following 33% growth in median houses prices in the 3 years to March 2019. 



5352

go
ld

 c
oa

st gold coast
The Gold Coast Economy is a strong contributor to the QLD economy. Historically, the local economy has been 
underpinned by the tourism and construction sectors. With few other economic drivers, the property market has 
experienced punctuated growth, with short periods of “boom” and “busts” as opposed to sustained growth.

Evidence of this is seen in the performance of the property market in the wake of the GFC and the economic 
downturn that ensued.

With an abundance of pristine beaches and lifestyle amenity, the Gold Coast residential property market has 
commanded a higher premium than that of Brisbane however in the absence of a diverse employment base, price 
growth is heavily influenced by the value of the Australian dollar and Tourism.

More recently, the region has begun to diversify into other sectors such which has seen growth in knowledge-
based sectors such as professional services and Health. As these sectors continue to expand, the reliance on the 
Tourism Industry is reduced.

Economic Growth

In the year to June 2017, the Gold Coast Economy grew by 2.8%, representing a small improvement on the prior 2 
years.

Over the past 2 years, the growth of the Gold Coast Economy has continued to outpace that of the state of QLD.
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So, what is driving this growth? Looking at Chain Volumes Measures for contribution to GDP by industry provides 
offers some insight into which areas are contributing to this outcome.

On review of the table above, it is observed that economic growth in 2017-18 has been diverse, with the Con-
struction, Health Care & Social Assistance and Administrative & Support industries contributing 0.6, 0.5 and 0.5% 
of GDP respectively. 

These industries were observed to be high contributors in the last 3 years, with the performance of construction 
strongly linked to the Commonwealth Games. 

The tourism industry will continue to be an important contributor to the Gold Coast economy however the perfor-
mance of this industry is heavily linked with fluctuations in the value of the Australian Dollar.

Looking forward, the growth in population serving industries such as Professional Services and Health Care will 
reduce its dependence on the Tourism industry moving forward. 

With the population growth rate trending higher than Brisbane and the rest of South East Queensland, it is ex-
pected that strong investment in infrastructure, health and education will underpin future growth. With substan-
tial funding committed to these areas, GDP growth is expected to continue to trend along a similar trajectory to 
the past 2 years.

Source: QLD Treasury -QLD Budget paper No.2 2019-20

The Property Market and Yield:
In years leading up to the Commonwealth games, key infrastructure projects saw a pickup in construction activity 
resulting in strong GDP growth in 2013-14. 

The upturn in the market and prevailing low interest rates over 2015 and 2016 saw a sharp rise in dwelling com-
pletions. However, over the same period, underlying demand improved markedly, and the persistent undersupply 
expanded further. This is reflected in the vacancy rate which is observed to trend downward from previous highs 
of 3% + to below 2% in July 2015.

The improvement in economic conditions was also reflected in Property price over the period with Median House 
prices increasing from $470,000 in 2012 to $551,000 in 2015.

More recently, favourable economic conditions have seen growth in tourism numbers as well as population 
growth.
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The median house price on the Gold Coast grew an average of 7.5% per annum over the two years to June 2017. 
However, a strong uptick in supply through 2015/16 and 2016/17, coupled with softening demand saw slower 
growth of 1.9% in the 2 years to June 2019. 

Based on figures obtained from BIS Oxford Economics, we expect completions peaked at around 7,400 in 2018 
significantly reducing the dwelling deficit. 

Despite this, the vacancy rate remains tight at 2.3% as at June 2019. At the same time, yields remain strong at 6% 
for units and 4.5% for houses.

Summary

According to SGSEP: 
“2018 Commonwealth Games a Record Year for Tourism in the Gold Coast: 

Total Visitation to the Gold Coast reached a record high of 12.6 million in 2018, up almost 14% for the year of the 
Commonwealth Games. • Total Regional Expenditure by tourists also achieved a record $5.7 billion, up almost 20% for 
the Games year”

Whilst the above figures are impressive, the history tells us that the performance of this Industry is heavily linked 
with the value of the Australian Dollar and the economic conditions of the day. Consequently, the performance of 
this industry is known to show volatility with any fluctuation in the exchange rate.

With a lull in major construction activity following the conclusion of the Commonwealth Games, the Gold Coast 
needs to invest in diversification of industry to promote sustained economic growth and discourage migration 
outflows.

Early signs show that a transition towards the knowledge-based industries such as; Health Care and professional 
services are already occurring however the question remains; is enough being done to promote growth in these 
fields?

With above average population gains expected to bolster underlying demand for dwellings, the challenge will be 
to provide infrastructure to support Health, Education and Amenity which will be conducive to job growth and 
away from the reliance on dollar exposed industries.

Looking at the property market, dwelling completions are on track to peak in 2018/19, which will significantly 
reduce the stock deficiency and further ease pressure on prices. 

Subsequently, House price growth is expected to remain moderate in the next three years, averaging 2.3% per an-
num and taking the median house price to $700,000 by June 2022. With a stronger increase in unit completions, 
unit price growth is forecast to be slower, at around 0.8% per annum and taking the median to $425,000 at June 
2022.

gold coast

Comments from the Panel:

BIS Oxford Economics- 
“Employment levels are relatively strong however, there is potential for a post Commonwealth Games “let 
down”
“The rental market is healthy however; high body corporate rates have the potential to drive down net yields”

BCI economics:
Infrastructure Spending: 
“Aftershock of afterglow?” with much funds spent towards the development of venues for the Commonwealth 
Games, it remains to be seen if these projects will sustain economic activity beyond the games”
“Most Infrastructure (sic) work is complete or nearing completion”

SGSEP
 “The tourism industry presents many opportunities for the Gold Coast and will continue to be an important 
contributor to the local economy. The lower value of the Australian dollar in recent years has made Australia a 
more affordable and attractive destination for international travellers”
“Will continue to attract cohorts from Sydney and Melbourne looking for more affordable housing and lifestyle”

Professor Tim Fisher
Employment and Economic Cycles
“Commonwealth Games will be good short-term. Longer-term prospects are tied to Brisbane, tourism and re-
tirement”
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Historically, the performance of the Sunshine Coast Economy has echoed that of the Gold Coast; with a strong 
reliance on the construction and tourism sectors as economic drivers.

With few other economic drivers, house price growth has been observed to experience punctuated growth, with 
short periods of “booms” and “busts”, emulating similar trends to the Gold Coast market.

Following the GFC, the Sunshine Coast has undergone somewhat of a revitalisation, with several key infrastruc-
ture projects such as; the Sunshine Coast Airport expansion, Bruce Highway upgrade as well at the University 
Hospital contributing to employment growth in the construction and Health Care sectors respectively.

With relatively high levels of construction taking place, the economy grew strongly over the 2013-14 period.

The Sunshine Coast economy grew by 2.0% in 2016- 17, a substantial increase from the previous two years but 
lower than a peak in 2013-14. 
This result is largely attributed to a pick up in residential contrcution over the period. Evidence of this can be seen 
in Chain Volume Measures over the period with Construction and Financial and Insurance services contrubting 0.4 
and 0.8 percentage points respectively. This represents a substantial improvement over the previous year.

In 2017-18, The Sunshine Coast Economy grew by 3.0 %.

This growth has largely been underpinned by the performances of the Construction and Health Care Sectors. 
More recently, there have been strong improvements in the Electricity, Gas, Water & Waste sector. Over the 
2017-18 period, these industries contributed 0.5, 0.6 and 0.4 percentage points respectively.
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Looking ahead, it is anticipated that these fields will continue to experience moderate growth. As the Sunshine 
Coast University Hospital gradually expands its services and capacity however, the same cannot be said for other 
industries.

Should the value of the Australian dollar support a lower exchange rate (compared to the $US), it is likely that the 
dollar exposed industries such as Tourism sector will continue to serve as a strong contributor to GDP growth.

Owing to its close proximity to Brisbane, the Sunshine Coast will also stand to benefit from population growth in 
the Greater Brisbane catchement as the population begins to spread.

The challenge moving forward revolves around  the transition away from the traditional reliance opon the tourism 
sector and towards a diverse employment base in the knowledge based fields.

Looking forward, the city is expected to remain a regional centre, likely to experience steady economic growth, 
and not a dramatic expansion in size or economic activity. As such, expectations for GDP growth to maintain the 
current trend of 2.5 to 3% over the next 1-2 years.

Property and Demographics

In previous cycles, price growth in the market has been closely aligned with interstate migration and the subse-
quent impact on demand. Typically, movements in price have been associated with interest from retirees/ down-
sizers originating from interstate.

Evidence of this is seen in the table below which shows a strong proportion of persons aged 46 and above (com-
pared to Greater Brisbane.)

With a higher concentration of the population aged between 45-65+, the employment pool is significantly smaller 
than that of Greater Brisbane and the participation rate is much lower than the Australian average. 

As at early 2019, the participation rate (the percentage of people who are actively employer or actively looking for 
work) was approximately 65% which was slightly below the national average. If we look at the same figures 2 
months prior, the result is substantially less at 60 %.
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The unemployment rate for the Sunshine Coast is equally variable. As at December 2018, the unemployment 
rate spiked to 9 %; substantially higher than the national average. This marks a drastic turnaround from a low 
point of 2.8% in 2016.  

Over the 2017-18 period, the population of the Sunshine Coast grew by 2% which has lead to an an in-crease in 
underlying demand for dwellings. Evidence of this is seen in the vacancy rate which tightened from 3% in 2012 to 
1.8% as at April 2019.

With rental accomodation in relatively short supply, rental yields over the period increased slightly to 5.2% for 
units and approximately 4.5% for houses as at June 2019.

With the delivery of key infrastructure projects having largely completed, local amenity has improved substan-
tially. In addition to this, the comparative affordability advantage over Sydney and Melbourne, it is anticipated that 
net population gains will continue to increase steadily.

According to BIS Oxford Economics, Price growth is set to continue in 2018/19, but then steadily slow due to a 
rising supply pipeline. The median house price is expected to reach $625,000 by June 2021, representing a cumu-
lative rise of 3.3% over the next three years.
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Comments from the Panel:

SGS Economics and Planning
“The economy is not driving the property market on the Sunshine Coast”
“As a lifestyle location, the Sunshine Coast will attract population despite low economic growth”
“The Sunshine Coast economy is largely driven by construction and tourism, and rapid population growth. The 
city is expected to remain a regional centre, likely to experience steady economic growth, and not a dramatic 
expansion in size or economic activity. “
“Limited pipeline of infrastructure planned”

Associate Professor, Tim Fisher
Employment and Economic Cycles- 
“Longer- term tied to tourism and retirement. The (sic) new university hospital market should boost the retire-
ment market”
“Tourism depends on the economy of NSW and VIC”

BIS Oxford Economics
Employment and Economic Cycles-
“supported by population growth, but doesn’t have a strong employment base”
“Solid economic conditions underpinned by strong tourism and construction sector”

Infrastructure-
“No major infrastructure projects at the moment. Hospital/university is completed and has contributed to 
employment. Development of Maroochydore town centre still a while away and uncertain how well it will go. 
Potential for the upgrade to Sunshine Coast Airport to contribute positively to the economy via greater tourism 
and airport ancillary jobs. “
“Plenty of new houses and land being built, although house supply is concentrated to the south of Sunshine 
Coast”
Rental Yields- “House yields are higher than Brisbane, but unit yields lower. Unit rental yields may reflect higher 
unit prices due to downsizer/sea change demand for owner occupier units.”



disclaimer:

The information contained in this report is provided for information purposes only.
It is not to be considered as advice or a recommendation. Individual personal and financial circumstances and 
needs differ. Investors should carefully consider the information in this report in light of their personal circum-
stances (including financial and taxation issues) and seek professional advice from their accountant or financial 
adviser before deciding to invest. While all due care has been taken in the preparation of this report and the 
information contained herein, Meridian Australia, directors and officers do not guarantee or warrant the accu-
racy, reliability, completeness or currency of the information. Changes in circumstances after the preparation of 
this report may also impact on the accuracy of this information.
The product and pricing information within this report is based on price lists and information obtained from 
third parties. Meridian Australia accepts no responsibility for and does not warrant the accuracy of information 
obtained by Meridian Australia from third parties. Meridian Australia warrants that the information contained 
herein has been prepared independent of the developer and from our own independent research.
This is not investment advice.
It is imperative that you read this document in full and all supplementary information and amendments (which 
may be obtained from Meridian Australia) before making any investment decisions. It is vital that you also con-
sider the risk factors that could affect the financial performance of the development. Risk factors include such 
factors as movements in interest rates, demographic changes, market demand and the political and economic 
environment generally. You should carefully consider these factors in light of your particular investment needs, 
objectives and financial circumstances.
Returns are not guaranteed.
No guarantee is given that an expected level of return will be achieved.
Any forecasts are dependent on the current market conditions and knowledge available to Meridian Australia at 
the date of this document.
Meridian Australia has exercised due care in the preparation of this report, and all information provided is based 
on best estimates and projections possible at the time of preparation. Neither Meridian Australia nor its direc-
tors or officers guarantees the success of any investment, or any particular rate of capital or income return.
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