


Agenda: 

● Current Affordability

● Interest rate forecasts

● Impact on Aussie households and economy

● Is there a property crash brewing?

● Investment implications



Affordability



Interest rates forecast to rise aggressively

● Futures market tips 3.1% official cash rate by December and 3.9% by May 2023

● Economists tip cash rate of around 2.75%.



Household finances would be annihilated

● If economists’ 2.75% OCR projection comes true, mortgage repayments would soar 32% or by $877 a 
month nationally.

● If the market’s 3.9% OCR projection comes true, mortgage repayments would soar 48% or by $1,336 a 
month nationally



Household consumption would crash, driving a recession

• Household consumption drives economic growth (55% share).
• Soaring mortgage repayments will crush consumption and growth. House price falls will exacerbate it.
• Consumer confidence started this tightening cycle below GFC trough.
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House prices would fall heavily

• Australian house prices soared 35% over the pandemic on the back of 
deep cuts to mortgage rates.

• Heavy price falls would result from the sharpest lift in mortgage 
repayments in the nation’s history.

• RBA models that a 200bp lift in mortgage rates will lower real house 
prices by 15%.

• Economists’ projection: ~2.65% lift in mortgage rates implies a 20% 
real house price fall (>25% nominally).

• Market’s projection: ~3.8% lift in mortgage rates implies a 28% real 
house price fall (~35% nominally).

• The size of the bust depends on how aggressively the RBA hikes rates.
• We don’t believe RBA will lift rates that aggressively. Expect to see 

the RBA once again being forced to cut rates aggressively in the 
second half of 2023 to counter deep falls in house prices and a 
recession.



Will Australian house prices crash?



Investment implications

● Structural downturn lurking, acute or chronic?
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