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Building Approvals
QLD Throws the Cat Among the Pigeons

Building approvals bounced 6.4% in June nationwide, driven by a recovery in Queensland
building approvals. Building approvals in the Sunshine State bounced nearly 38% in June.

The level of approvals sits well above the long-run average and indicates residential
construction activity will remain elevated over the next 12-18 months.

Nonetheless, the outlook for building approvals is softer, reflecting weakness in other housing
indicators. Strong population growth and robust employment gains will not be enough to halt
the softening trend in building approvals.
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Building approvals bounced 6.4% in June nationwide, driven by a recovery in Queensland building
approvals. It is the largest monthly percentage gain in five months and the third gain in six months.

Approvals in the private sector rose for both houses and the other segment (apartments,
townhouses, etc). Private-house approvals rose by 5.0% in June, taking the annual rate to 2.0%
growth. Private other approvals jumped 7.2% in June, taking the annual rate to 0.9% growth.

There is a lot of volatility in the approvals data month to month. Trend data tries to look through
this volatility. In trend terms, total building approvals rose by 0.1% in June, after five straight
months of declines. On a year ago, trend building approvals are 2.1% higher. This annual pace is
the lowest in nine months.
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The level of approvals sits well above the long-run average and indicates there is plenty of
residential construction still to take place.

Alterations & additions activity (i.e. renovations) sunk 10.1% in June, after a 6.1% rise in May. Over
the past six months, renovation activity has stabilised at a high level.

By State

Queensland approvals surged 37.7% in June, more than reversing a fall of 25.8% in May. It was the
biggest monthly gain since September 2015 and highly influenced the overall result in both May
and June.

WA, NSW and Tasmania also recorded rises in the month of 4.8%, 3.3% and 3.0%, respectively.
Meanwhile, Victoria and South Australia recorded declines of 9.6% and 15.9%, respectively.

Outlook

Approvals remain above the long-run average level, suggesting that residential construction will
remain elevated over the coming 12 to 18 months. Nonetheless, the outlook for building approvals
is softer, reflecting weakness in other housing indicators. These indicators include auction rates,
house prices, pre-sales activity and lending. Strong population growth and a firm labour market
are providing some support to the housing market, but it won’t be enough to halt the downturn in
housing.
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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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