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Corelogic: Housing values end the year 22.1% higher with the pace of gains
continuing to soften as multi-speed conditions emerge

Australian housing values were 1.0% higher in December,
slowing from a 1.3% rise in November, continuing the softening
trend in the monthly growth rate that has been evident since the
nationalindex moved through a cyclical high of 2.8% growth in
March 2021.

As dwelling value appreciation slows, conditions are becoming
more diverse amongst the capital cities and regional areas of
Australia. Across the capitals, the monthly changerangedfrom a
0.1% fallin Melbourne housingvalues (the first month-on-month
fallin Melbourne housingvalues since October 2020), throughto a
2.9% surgein Brisbane dwelling values.

Brisbane and Adelaide, along with regional Queensland, are the
only broad regions where there is no evidence of value growth
slowing just yet, with the monthly rate of growth reachinga new
cyclical high in December.

Corelogic’s Research Director Tim Lawless said: “These regions
show less of an affordability challenge relative to the larger
capitals, as well as better supportfor housingdemand with
Queensland in particular showing strong interstate migration.
Additionally, we haven’t seen the same level of supply response
seen in other regions, with the trend in advertised supply
remaining well below average in these markets.”

On the other end of the spectrum, momentum has slowed quite
sharply in Melbourne and Sydney dwelling markets, with both
cities recording the softest monthly reading since October 2020.

Index results as at December 31, 2021

“Asurge in freshly advertised listings through December has been a
key factorin taking some heat out of the Melbourne and Sydney
housing markets, alongwith some demand headwinds caused by
significant affordability constraints and negative interstate
migration,” Mr Lawless said.

Regional Australian housing values have seen some renewed
momentum with a monthlyrise of 2.2%, the highestin nine
months. Regional Queensland was the clear standoutacross the
rest-of-state markets in December, with housingvalues up 2.4%,
however over the year the strongest regionalmarkets have been in
New South Wales (29.8%) and Tasmania (29.5%).

The most popular regional markets have seen housingvalues rise
more than 30% over the calendar year, with the Southern
Highlands and Shoalhaven recording the highest annualrise in
homevalues at 37.7%, followed by Queensland’s Sunshine Coast at
33.7%.

After leading the upswing, itis clear the upper quartile of the
housing market is now leading the slowdown. Acrossthe
combined capitals, upper quartile dwelling values were up 2.6% in
the December quarter compared with a 3.7% rise across the lower
quartile and broad middle of the market.

“We have seen this trend in previous growth cycles, where more
expensive housing markets have shown greater levels of volatility;
housingvalues tend to rise more through the upswing but record a
larger decline through the down phase of the cycle,” Mr Lawless
said.

Change in dwelling values

Month Quarter Annual Total return Median value
Sydney 0.3% 2.7% 25.3% 28.2% $1,098,412
Melbourne -0.1% 1.5% 15.1% 17.9% $795,108
Brisbane 2.9% 8.5% 27.4% 32.0% $683,552
Adelaide 2.6% 7.2% 23.2% 28.0% $569,882
Perth 0.4% 0.4% 13.1% 17.9% $528,551
Hobart 1.0% 4.2% 28.1% 33.4% $694,261
Darwin 0.6% 0.7% 14.7% 21.4% $498,168
Canberra 0.9% 4.0% 24.9% 29.6% $894,338
Combined capitals 0.6% 3.1% 21.0% 24.3% $793,658
Combined regional 2.2% 6.4% 25.9% 31.0% $542,646
National 1.0% 3.9% 22.1% 25.7% $709,803
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Rolling three month change in dwelling values Atwo-speed market is emerging across the state capitals.
State capitals While the pace of capital gains has been easing in Sydney,
Melbourne and Perth, conditions across the Brisbane and

9% Adelaide housing markets have gathered momentum.
7% The slowing trend in Sydney and Melbourne can be explained by a
5% 4 bigger deposit hurdle caused by higher housing prices alongside
. \ low income growth,as well as a recent surge in advertised
3% Sydney, 2.7% inventory levels and weak demographictrends. Slower
1% Melbourne, 1.5% conditions across the Perth housing market may be more
1 Perth, 0.4% attributable to the disruption to interstate migration caused by
° extended closed state borders which hashad a negativeimpact
-3% on housingdemand. In Brisbane and Adelaide, housing
-59, affordability is less challenging, advertised stock levels remain
© I~ © o™ o = remarkably low and demographic trends continue to support
I’ O s I’ N ) housing demand.
o] o) o) o) 8 o) . . .
O a a O [a) a Regional markets are seeing renewed momentum in the pace
of value growth. Since March 2020, housingvalues across
Rolling three month change in dwelling values regional Australiaare up 32.0.% compgred to the 20.0% lift in
Combined capitals v Combined regionals values seen across the combined capitals.
The quarterly pace of growth in regionaldwelling values
8% Combined rebounded throughthe December quarter,in contrast to slowing
6% regionals, ~Momentumacross the capital city market. Regional dwelling
° 6.4% values were up 6.4% in the three monthsto December, compared
4% . to the 5.1% rise recorded in the September quarter. This
Comblned potentially reflects a new wave of demand as buyers exited the
2% capitals, extended lockdowns in Sydney and Melbourne.
0% 31 Inventoryis low across regional Australia, with advertised stock
levels finishing the year 35.9% below the five-year average. This
-2% compares to combined capital cities seeing stock 14.2% below
the five-year average. Itis likely regionalmarkets, especially
-4% those with lifestyle appeal, will continue to benefit from higher
© = ® @ N N demand as remote working policies are more normalised, and
3 3 3 8 Q o demand for holiday homes remains strong amid continued
a o o o 8 a international border restrictions. However, as interest rates begin
to bottom out, and affordability constraints extend to regional
markets, these housing markets may also move into a downswing
Change in dwelling values phase over the course of 2022.
Past month Past 3 months Past 12 months
Australia 1.0% 3.9% 221%
Combined regionals 2.2% 6.4% 25.9%
Combined capitals 0.6% 3.1% 21.0%
Regional Tas 1.9% 6.2% 29.5%
Regional WA 1.2% 2.5% 15.0%
Regional SA 2.2% 6.2% 17.1%
Regional Qld 2.4% 6.6% 25.2%
Regional Vic 1.8% 55% 24.0%
Regional NSW 2.3% 7.0% 29.8%
Canberra I 09% I 4.0% I 0.0
Darwin M 06% 0 07% I 14.7%
Hobart Il 1.0% N 4.0% I 051%
Perth B 04% 1 04% . 131%
Adelaide I 0 6% I 7.0 I 03.2%
Brisbane I O I 57 I 07.4%
Melbourne -01% | I 5% I 151%
Sydney B 03% 27 I 05.3%
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Advertised inventory finished the year 24.7% below the five-year average. A shortage of listings has been a feature of the housing
market through the COVID period to-date, creating a sense of urgency amongstbuyers. The good news for prospective home owners is
that total listings have started to rise throughthe final quarter of the year as ‘fresh’ listings have trended above average in some regions.

Nationally, the numberof new listings added to the Australian housing market through December was 21.4% above the five-year average,
demonstrating strong vendor confidence amidst quick selling times and high auction clearance rates. As new listings surged higher
through spring and early summer, buyers have benefitted from more choice and reduced urgency.

This confidence has not been universal, with listings trends varying from city to city. Melbourne was the only city to finish the year with
inventory levels above the five-year average, while Sydney listings were only 3.9% below average. At the other end of the scale, Brisbane
and Adelaide’s advertised supply remains around 35% below the five-year average.

“The number of homes available to purchase has been a key factor underlying the trend in housing values. Cities where advertised stock
levels are above average or close to normal,such as Melbourne and Sydney, have shown a more obvious slow down relative to cities with
persistently low advertised supply, like Brisbane and Adelaide,” Mr Lawless said.

Strong housing demand has been another factor driving housing prices higher. While stock levels have generally been low, the total
number of home sales in 2021 was approximately 40% above the decade average. CorelLogic estimates there were approximately 653,000
house and unit settlements over the calendar year, the highest number of annualsales on record.

“Such a significant mismatch between available housing supply and the level of demand is a fundamental reason why housing prices have
risen so sharply over the year. As stock levels normalise and affordability constraints along with tighter credit conditions dragdown
demand, it’s reasonable to expect growth conditions will be more subdued in 2022,” Mr Lawless said.

New listings, rolling 28 day count, national
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Annual change in rents, Houses

22%
18% :
i Darwin, 15.0%
14%
Brishbane, 11.8%
10% Sydney, 10.2%
Adelaide, 9.0%
6% Canberra, 8.5%
Melbourne, 4.8%
2%
-2%
-6%
-10%

Dec Dec Dec Dec Dec Dec
16 17 18 19 20 2

Nationally, dwelling rents increased by 9.4% over the 2021
calendar year. Unitrents were up 7.5% over the year compared to
the 10.1% lift recorded in house rents.

Rental growth trends across the unit sector have generally been
milder than houses, with unit rentals being disproportionately
affected by stalled overseas migration aswell as domestic rental
preferences shifting away from higher density options through the
pandemic. However, these trends are starting to changeas rental
affordability diverts demand back towards the unit sector.

“In Melbourne, where unitrents fell by -8.5% between March 2020
and May 2021, higher density rental markets are now recording a
faster rate of growth than houses, with Melbourne unitrents
recording a 1.6% quarterly increase compared to the 0.9% rise seen
in houserents,” Mr Lawless said.

The tightest capital city rental market over the year has been
Darwin, where dwelling rents rose 15.2%. Conditions have eased a
little over the second half of the year, with annualrental growth

movingthrough a peak of 22.3% over the 12 months ending August.

Althoughrents have surged across the northern most capital,
Darwin’s rentalindex remains 7.6% below its 2014 peak; a legacy of
the 26.3% decline in rents recorded between March 2014 and
December 2019.

With nationalhousingvalues recording an annualrise of 22.1%
compared with a 9.4% rise in rents, rental yields have decreased as
anatural consequence. Gross rentalyields fell to a new record low
across Australia, reaching 3.2% in December. The lowest yields, by
some margin, remain in Sydney (2.4%) and Melbourne (2.7%),
however, with the exception of Perth and Darwin, every capital city
is recording record low yields.

Annual change in rents, Units
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Gross rental yields, dwellings

Sydney - 2.4%
Melbourne _ 27%
Brisbane _ 3.7%
adelaide | NG 9%
rerth |G -+
Hobart | 37
parwin | s
Canberra _ 3.8%

Regional NSW 3.7%
Regional Vic 3.6%
Regional Qld 4.5%
Regional SA 5.4%
Regional WA 6.0%
Regional Tas 4.3%
Regional NT 6.9%
Combined capitals 3.0%
Combined regional 4.2%
National 3.2%
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2021 has been an unprecedented year for Australian housing
markets, but 2022 is likely to see a further easing in the pace of
capital gains.

The number of home sales reached new record highs against a
backdrop of below average listings and stalled overseas
migration. The large majority of housingdemand has originated
from domestic sources, fueled by record low mortgagerates and an
accumulation of pent-up demand from prior years, when housing
turnoverreached record lows.

As internationalborders re-open, rental demand is likely to be the
main beneficiary, rather than home buying demand, especially
across the inner city rental precincts popularwith students and
visitors.

The final months of 2021 saw housing values move through the
fastest rate of annual growth since the late 1980s at a time when
wages and household incomes hardly moved. The juxtaposition
of higher housingvalues againstlow income growth hasresulted in
higher barriersto entry: it is becoming increasingly harder to raise a
deposit and fund transactionalcosts such as stamp duty. Itis likely
housing affordability challenges will progressively weigh on housing
demand over the year ahead.

Considering the worsening housing affordability situation, and with
afederal election to be held this year, home ownership and housing
affordability are likely to be hot political topics across the major
parties.

Sellers have held the upper hand at the negotiationtable but buyers
are starting to regain some leverage. With demand outweighing
advertised supply, vendors have been empowered. Nationally,
homes were selling in 23 days early in 2021 with minimal negotiation
on advertised prices, auction clearance rates were holdingin the
high 70% to early 80% rangeacross the major auction markets and
buyers were often experiencing a nasty case of FOMO.

The tides have started to turn however, as new listings increased in
the later part of the year. The averagetime on market is beginningto
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increase, while auction clearance rates have trended down. The
combined capital cities clearance rate hit a record high 83.2% for the
week ending October 3¢ as COVID restrictions eased across the
major capitals, but averaged just 63.8% through December.

As new listings continueto rise, and demand eases, we should see
advertised stock return to more normallevels, providing buyers with
some renewed leverage. Homes are not likely to sell asrapidly and
clearance rates are more likely to hold around averagelevels as
housing conditions normalise.

COVID remains the biggest wildcard, especially given surging
case numbers related to the Omicron strain. Areturnto
restrictive policies, especially those that prohibit movements or
home inspections, would result in a new phase of temporary
disruption to transaction activity. However, such a scenario may also
prolongexpansive monetary policy and low interest rates, which
helped sustain housingdemand through 2021.

An early liftin interest rates and tighter credit policies are the
other downside risks for housing. An early lift in the cash rate
implies the economy hasimproved enough to tighten monetary
policy, however housing markets are likely to be sensitive to any
increase in the cost of debt. Similarly, a further tightening in housing
credit policies would also act as a dampener on housing activity.

A more diverse performance is on the cards. The second half of
2021 highlighted a growing disparity between the performance of
different capital city and regionalhousing markets. Trends in labour
markets, demographicpatterns, supply levels and affordability will
all play a key role in how housing markets perform around the
country.

Although there are some headwinds building for the housing
market, we expect national housing values will continue to rise
in the short term. Even if interest rates rise earlier than expected, it
is likely to be a gradual process. The cost of debt is likely to remain
well below long term averages, continuing to support housing
demand for an extended period of time.

Capitals Rest of state regions Aggregate indices
Regional Regional Regional Regional Regional Regional Regional Combined Combined

Sydney Melbourne Brisbane Adelaide Perth Hobart  Darwin Canberra NSW vie ad A wa Tas NT capitals regional National
Month 0.3% -0.1% 2.9% 26% 0.4% 1.0% 0.6% 0.9% 2.3% 1.8% 2.4% 2.2% 1.2% 1.9% na 0.6% 2.2% 1.0%
Quarter 27% 1.5% 8.5% 7.2% 0.4% 4.2% 0.7% 4.0% 7.0% 5.5% 6.6% 6.2% 2.5% 6.2% na 3.1% 6.4% 3.9%
YTD 25.3% 15.1% 27.4% 23.2% 13.1% 28.1% 14.7% 24.9% 29.8% 24.0% 25.2% 17.1% 15.0% 29.5% na 21.0% 25.9% 22.1%
Annual 25.3% 15.1% 27.4% 23.2% 13.1% 28.1% 14.7% 24.9% 29.8% 24.0% 25.2% 17.1% 15.0% 29.5% na 21.0% 25.9% 221%
Total return 28.2% 17.9% 32.0% 28.0% 17.9% 33.4% 21.4% 29.6% 34.1% 28.7% 31.5% 23.9% 21.9% 36.4% na 24.3% 31.0% 25.7%
Gross yield 2.4% 27% 3.7% 3.9% 4.4% 3.7% 6.1% 3.8% 3.7% 3.6% 4.5% 5.4% 6.0% 4.3% na 3.0% 4.2% 3.2%
Median value  $1,098,412 $795,108 $683,5652 $569,882 $528,551 $694,261 $498,168 $894,338 $683,068 $548,043 $501,937 $295,604 $388,894 $483,532 na $793,658 $542,646 $709,803
Month 0.4% -0.2% 3.1% 2.7% 0.4% 1.0% 0.2% 0.6% 2.5% 17% 26% 2.3% 1.3% 1.7% 1.4% 0.8% 23% 1.2%
Quarter 3.1% 1.4% 9.4% 77% 0.5% 4.3% -0.4% 3.4% 7.3% 5.6% 6.9% 6.3% 2.8% 5.8% 1.3% 35% 6.6% 4.2%
YTD 29.6% 17.9% 30.4% 25.8% 13.3% 26.7% 12.4% 27.2% 30.7% 23.9% 25.6% 17.3% 15.3% 29.3% 8.8% 23.9% 26.3% 24.5%
Annual 29.6% 17.9% 30.4% 25.8% 13.3% 26.7% 12.4% 27.2% 30.7% 23.9% 25.6% 17.3% 15.3% 29.3% 8.8% 23.9% 26.3% 24.5%
Total return 32.7% 20.8% 35.4% 31.0% 18.1% 31.9% 18.2% 32.0% 35.0% 28.4% 31.9% 24.2% 221% 36.2% 16.5% 27.3% 31.3% 28.2%
Gross yield 2.2% 2.4% 3.5% 3.7% 4.3% 3.7% 5.6% 3.4% 3.6% 35% 4.4% 5.4% 5.9% 4.2% 6.8% 2.8% 4.1% 3.1%
Median value $1,374,970 $997,928 $782,967 $622,1556 $553,013 $747,187 $565,080 $1,015,900 $713122 $583,137 $509,218 $302,451 $402,876 $502,708 $441,844 $890,469 $562,341 $766,377
Month -0.2% 0.3% 1.6% 1.4% 0.0% 1.0% 1.4% 21% 11% 22% 1.6% -0.9% -0.4% 3.9% na 0.2% 1.5% 0.4%
Quarter 17% 1.8% 4.1% 3.8% 0.3% 3.7% 2.8% 6.3% 4.5% 4.7% 5.8% 5.9% -3.5% 9.9% na 2.0% 5.2% 2.5%
YTD 15.1% 8.7% 12.7% 77% 10.9% 33.9% 19.0% 16.8% 24.0% 24.6% 23.8% 13.3% 9.1% 30.5% na 12.6% 23.6% 14.2%
Annual 15.1% 8.7% 12.7% 7.7% 10.9% 33.9% 19.1% 16.8% 24.0% 24.6% 23.8% 13.3% 9.1% 30.5% na 12.6% 23.6% 14.2%
Total return 18.8% 12.3% 18.5% 13.6% 16.8% 39.9% 26.5% 22.6% 29.7% 30.1% 30.1% 18.9% 19.4% 37.2% na 16.6% 29.6% 18.5%
Gross yleld 3.0% 3.4% 4.8% 5.0% 5.4% 4.0% 6.8% 4.9% 4.1% 4.2% 4.9% 6.0% 8.2% 47% na 3.5% 4.6% 3.7%
Median value $835,104 $627,047 $451,256 $386,420 $400,711 $563,628 $368,847 $584,100 $557,947 $397,804 $484,885 $237,200 $251,771 $385,590 na $637,464 $474,234 $602,933
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Corelogic is the largest independent provider of property information,
analytics and property-related risk management services in Australia

and New Zealand.

Methodology

The CoreLogic Hedonic Home Value Index is calculated using a
hedonic regression methodology that addresses the issue of
compositional bias associated with median price and other
measures. In simple terms, the index is calculated using recent
sales data combined with information about the attributes of
individual properties such as the number of bedroomsand
bathrooms,land area and geographicalcontext of the dwelling.
By separating each property into its variousformationaland
locational attributes, observed sales values for each property can
be distinguished between those attributed to the property’s
attributes and those resulting from changes in the underlying
residential property market. Additionally, by understanding the
value associated with each attribute of a given property, this
methodology can be used to estimate the value of dwellings with

known characteristics for which there is no recent sales price by
observing the characteristics and sales prices of other dwellings
which have recently transacted. It then follows thatchanges in
the market value of the entire residential property stock can be
accurately tracked through time. The detailed methodological
information can be found at:

https://www.corelogic.com.au/research/rp-data-corelogic-
home-value-index-methodology/

CoreLogicis able to produce a consistently accurate and robust
Hedonic Index due to its extensive property related database,
which includes transaction data for every home sale within every
state and territory. CoreLogic augments this data with recent
sales advice from real estate industry professionals, listings
information and attribute data collected from a variety of
sources.

* The median value is the middle estimated value of all residential properties derived through the hedonic regression methodo logy that underlies the

Corelogic Hedonic Home Value Index.
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