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Building Approvals  

The Rollercoaster Continues   
 Building approvals rose 9.2% in December, after slumping 12.4% in November. The strength in 

December surpassed market and our own (higher) expectations. Despite this solid gain in 
December, building approvals are down 2.5% for the year to December. 

 The December jump in building approvals was led by approvals of ‘other’ dwellings, which 
includes apartments and tends to be volatile, although approvals of houses also rose for the 
month. 

 There were significant reversals in several of the States. Victoria bounced after falling in 
November while Queensland did the reverse. A positive feature of the data was a rise in 
approvals of private sector detached houses across all States in December.  

 Despite ongoing month-to-month volatility, it appears that the peak in building approvals 
occurred in July last year. Building approvals still remain at an elevated level on a historical 
comparison, suggesting the pipeline of residential construction remains solid.  
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Building approvals partially rebounded in December, rising 9.2%, after falling 12.4% in November 
(previously reported as a 12.7% decline). The number of approvals rose to 18,868 in December, which 
remains well above the long-term average of 13,394. This reflects the ongoing construction boom, 
driven, in part, by low interest rates. It appears the number of building approvals reached a peak in 
July last year at 20,655.  
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For the year to December, approvals fell 2.5%, the second consecutive annual decline, following a 
string of 13 months of annual gains in building approvals. At its recent peak in March 2015, the annual 
pace of growth in approvals was running at 31.4%.  

The jump in building approvals in December was led by approvals of ‘other’ dwellings, which includes 
apartments and tends to be very volatile month-to-month. Approvals for ‘other’ dwellings rose 13.5% 
in December, only partially reversing November’s 23.1% slump. House approvals rose 5.7% in 
December, which was the strongest monthly increase since April 2015. This followed three 
consecutive months of declines in house approvals.  

For the year to December, approvals of ‘other’ dwellings fell 8.3%, an improvement from the 14.0% 
decline in the year to November. Nonetheless, this decline over the past year suggests the pipeline of 
apartment construction is slowing from a very strong level. House approvals rose 3.4% in the year to 
December, the largest annual increase since June 2015. 

 

States 

The State data displayed its usual month-to-month volatility. There were significant reversals in 
several of the States. Victoria saw 37.4% rise in December following a decline of 36.2% in November, 
while Queensland posted a 4.6% decline following a 12.1% rise in November. In Western Australia, 
approvals rose 8.6% in December having fallen sharply over the previous three months. South 
Australia reported back-to-back declines with approvals down 10.5% in November and down 8.6% in 
December. After a soft patch in mid-late 2015, NSW building approvals lifted with three consecutive 
months of increases, the latest being a 2.1% rise in December.  

A positive element in today’s data was that approvals for private sector detached houses rose in all 
States in December. 

Annual trend data gives a better picture of the outlook for residential construction for the States. For 
the year to December, growth in building approvals was solid in Queensland (10.0%), firm in NSW 
(6.3%) and surprisingly strong in the Northern Territory (24.0%). After a period of strength, Tasmania 
is coming off the boil (-10.0%), as is the ACT (-20.2%). The annual trend is also weak in Victoria (-8.0%), 
Western Australia (-26.8%) and South Australia (-0.5%). The outlook for residential construction across 
the States and Territories in 2016 is mixed but at an Australia-wide level, the pace of growth is 
expected to be well down on 2015. 

Outlook 

Despite ongoing month-to-month volatility, it appears that the peak in building approvals occurred in 
July last year. Building approvals still remain at an elevated level on a historical comparison, 
suggesting the pipeline of residential construction remains solid. We expect residential construction 
to peak this year, so that while it will remain at a high level, the role of residential construction as a 
key driver of economic growth will wane. Ongoing low interest rates and the lower Australian dollar 
will continue to support the economy. Following today’s data we remain comfortable with our view 
that the RBA will leave rates on hold through 2016, before lifting rates in 2017 as the economic 
outlook improves further.  

Hans Kunnen, Chief Economist 
Ph: 02-8254-8322 

 
Jo Horton, Senior Economist 

Ph: 02-8253-6696 
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Chief Economist Senior Economist Senior Economist 

Hans Kunnen Josephine Horton Janu Chan 

 kunnenh@bankofmelbourne.com.au hortonj@bankofmelbourne.com.au chanj@bankofmelbourne.com.au 

(02) 8254 8322 (02) 8253 6696 (02) 8253 0898 

  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not comply 
with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives or financial 
situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or recommendations (expressed or 
implied) and is not an invitation to take up securities or other financial products or services. No decision should be made on the basis of the Information 
without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply Information, the supply of the Information is 
made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne does not represent or guarantee that the Information is 
accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in relation to the Information and liability for any reliance on 
investment decisions made using the Information. The Information is subject to change. Terms, conditions and any fees apply to Bank of Melbourne products 
and details are available. Bank of Melbourne or its officers, agents or employees (including persons involved in preparation of the Information) may have 
financial interests in the markets discussed in the Information. Bank of Melbourne owns copyright in the information unless otherwise indicated. The 
Information should not be reproduced, distributed, linked or transmitted without the written consent of BankofMelbourne. 
Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007. 
If you no longer wish to receive this information, please reply to this email with the word "Unsubscribe" in the subject heading along with your full name and 
company name. 
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