


Agenda

• How to value property

• Latest affordability data / macroeconomics

• Effect of rising interest rates

• Buying vs renting

• Property vs shares



Housing drivers - short term
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Housing market valuation - long term

• Mortgage Payments to Rent 

• Mortgage Payments to Wages

• Property Prices to Wages

• Rental Yield



Housing market - stock vs flow

• Each year Australia builds 100,000-200,000 dwellings

• There are about 11m houses

• 11% are unoccupied 

• 2.6 people per occupied dwelling

• Absorb 350,000 new dwellings? 2.64 to 2.55 

• Another 150,000 new dwellings? Change unoccupied from 

10.5% to 11.4%.
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Macro background
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Effect of Rising Interest Rates Scenario: Sydney House for $1m, $200k deposit, 4% interest rates
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Effect of Rising Interest Rates Scenario: Sydney House for $1m, $200k deposit, 7% interest rates



Effect of Rising Interest Rates Scenario: Sydney House for $1m, $200k deposit, 7% interest rates



Which will give - interest rates or house prices?



Investment Implications

• Rent growth vs interest rates vs house prices

• Disbelieve interest rates? Buy bonds, buy international

• Believe interest rates? Sell anything to do with housing. 

Hedge your international holdings
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