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Dwelling Prices 
Melbourne Prices Storm Higher 

· Australia-wide capital city dwelling prices grew for a ninth consecutive month, lifting 1.0% in 
September according to CoreLogic. The monthly increase was led by Melbourne (2.3%) and 
Canberra (2.4%). Not all capital cities saw gains. 

· Over the year to September, dwelling prices continue to rise but not at the pace seen in late 
2015 where the annual rate of growth reached a recent peak of 11.1%. Growth in the year to 
September was 7.1%, a slight pick-up on the 7.0% in the year to August. 

· Despite concerns expressed by the Reserve Bank over the supply of units in inner city 
Melbourne and inner city Brisbane, unit prices in Melbourne have risen for the past six months 
while in Brisbane they have risen in four of the past six months. Unit prices in Melbourne are up 
5.2% on a year earlier while in Brisbane they are up 0.4%.   

· Ongoing rising house prices continually raises the spectre of a housing price bubble, particularly 
in Sydney and Melbourne. Without doubt, the ratio of dwelling prices to wages are at historic 
highs in Melbourne and Sydney but this is not the case in Perth, Brisbane or Adelaide.  

· Triggers for a correction in dwelling prices in any of the capital cities might include a sharp rise in 
job losses, a sharp rise in interest rates, severe restrictions on lending, markedly slower 
population growth, high levels of foreign selling, a global economic crisis, a large oversupply of 
housing and/or negative changes to the taxation of housing. The risk of each or any of these 
occurring exists but is regarded as being low.  
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Australia-wide capital city dwelling prices grew for a ninth consecutive month, lifting 1.0% in 
September according to CoreLogic. The monthly increase was led by Melbourne (2.3%) and Canberra 
(2.4%). In four of the past six months, dwelling prices have increased by 1.0% or more.  

Over the year to September, dwelling prices continue to rise but not at the pace seen in late 2015 
where the annual rate of growth reached a recent peak of 11.1%. Growth in the year to September 
was 7.1%, a slight pick-up on the 7.0% in the year to August. 

Most capital cities saw gains in September. Dwelling prices were strongest in Canberra (2.4%) 
followed by Melbourne (2.3%), Adelaide (2.1%) and Sydney (0.8%).  Brisbane (0.1%) and Hobart (0.1%) 
saw only modest gains over the month. Prices in Perth fell 2.5% and have fallen in seven of the past 
twelve months. It was a similar story in Darwin where prices fell 2.2% having also fallen in seven of the 
last twelve months. 

Over the year to September, Sydney (10.2%) has seen the strongest growth in prices followed by 
Melbourne at 9.0%. Both cities have strongly growing populations; strong grow in employment and 
buoyant construction activity in housing and infrastructure. Canberra (9.0%) and Adelaide (6.5%) 
experienced solid gains possibly as a result of investor activity following declining yields on rental 
property in Sydney and Melbourne over the past year.  Brisbane has seen dwelling prices rise 3.0% 
over the year. 

Dwelling prices in Perth and Darwin are declining in annual terms. Prices in Perth have fallen 7.0% 
over the year while in Darwin they are down 6.0%. Prices in these cities have been falling in annual 
terms since early 2015 as their respective resource related construction booms wind down. 

Despite concerns expressed by the Reserve Bank over the supply of units in inner city Melbourne and 
inner city Brisbane, unit prices in Melbourne have risen for the past six months while in Brisbane they 
have risen in four of the past six months. Unit prices in Melbourne are up 5.2% on a year earlier while 
in Brisbane they are up 0.4%.    

Given the strong growth in house prices in Melbourne and Sydney over the past few years, rental 
yields have fallen. According to CoreLogic rental yields for houses in Sydney and Melbourne have 
fallen to 2.8%.  Yields are firmer in Hobart (5.2%), Darwin (5.1%), Brisbane-Gold Coast (4.2%), 
Canberra (4.0%), Adelaide (3.9%), and Perth (3.8%). 

Outlook 

Ongoing rising house prices continually raises the spectre of a housing price bubble, particularly in 
Sydney and Melbourne. Without doubt, the ratio of dwelling prices to wages are at historic highs in 
Melbourne and Sydney but this is not the case in Perth, Brisbane or Adelaide.  

Triggers for a correction in dwelling prices in any of the capital cities might include a sharp rise in job 
losses, a sharp rise in interest rates, severe restrictions on lending, markedly slower population 
growth, high levels of foreign selling, a global economic crisis, a large oversupply of housing and/or 
negative changes to the taxation of housing. The risk of each or any of these occurring exists but is 
regarded as being low.  

While housing prices are a part of the monetary policy kaleidoscope, we expect the RBA to keep its 
cash rate on hold tomorrow.  

Hans Kunnen, Senior Economist 
Ph: 02-8254-8322 
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Contact Listing 
   
Chief Economist Senior Economist  

Besa Deda Hans Kunnen  
dedab@bankofmelbourne.com.au kunnenh@bankofmelbourne.com.au  
(02) 8254 3251 (02) 8254 8322  
   
Senior Economist Senior Economist  
Josephine Horton Janu Chan  
hortonj@bankofmelbourne.com.au chanj@bankofmelbourne.com.au  
(02) 8253 6696 (02) 8253 0898  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Detail 
 
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 Bank of Melbourne. 
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