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Australia’s population boom has passed
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Total population increment

Net overseas migration

Planning level (permanent + humanitarian)

Natural increase

Source: ABS, Department of Home Affairs, Oxford Economics                       FY



A change in government does not shift the outlook for NOM
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Net overseas migration

Planning level (permanent + humanitarian)

Source: ABS, Department of Home Affairs, Oxford Economics                       FY



Overseas departures below trend…but not for long
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32% below 

2019 level
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  Source: ABS, Oxford Economics

Dwelling completions

Underlying demand

         ’                 

dwellings

Australia’s housing sector is set to remain undersupplied



Housing affordability has deteriorated for renters and buyers
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Mortgage affordability

Rental affordability



Elevated borrowing costs also dragged on affordability
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Investor

Owner-occupier



Key themes

• Who is driving the improvement in new house construction?

• Where do apartments fit in the mix?

• Can non-core offset a soft outlook for traditional assets?



Signs of recovery for new house demand
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+8% y/y



Western Australia has led the return to growth in house approvals
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+43% y/y WA



NSW and VIC have lagged behind
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+2% y/y VIC

-4% y/y NSW



But which demand segment is driving this growth…. Investors!
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+114%

-17%



So, what is driving investor demand? 

• Negative gearing appeal

• Rental growth and tightness in most markets

• Interest rate premium has shrunk

• Shift away from new apartments
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The costs associated with new builds have blown out
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FHB demand for new dwellings hit hard by cost escalation
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Source: Various State Revenue Offices, ABS, Oxford Economics



Whilst up on a year ago the latest months have lost steam
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Searches for house and land packages suggest a slower FY2026

17

Source: Google Trends, Oxford Economics



While land lease communities are helping to fill a gap in the 
market

18Source: Nearmap

Latitude25 Hervey Bay



Prior quarters strength in approvals will deliver 7% growth this 
year
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The outlook for house commencements will firm from 2026 
onwards
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Interest rate cuts

Pent up demand

 

Land lease

Granny flats

Coalition $5 Billion 

infrastructure fund?  



Key themes

• Who is driving the improvement in new house construction?

• Where do apartments fit in the mix?

• Can non-core offset a soft outlook for traditional assets?



A strong end to the year for attached dwellings...
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But apartment launches continue to be subdued 
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Project wobbles
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Source: AFR Source: Urban.com.au

Source: Multiplex

Source: Beulah

Source: Build Australia

Source: Urban Developer

Source: Beulah

STH BNK by Beulah



Build costs have ballooned 
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Source: ABS, Oxford Economics



Little movement expected near-term

26

        

 

  

  

  

  

  

  

  

  

                                                

            

              

                                        

                               

       



Scene is set for a recovery late decade
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Certainty has increased for the BTR sector
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Source: Oxford Economics

A beneficiary of policy tweaks: 

• MIT withholding tax reduction

• Capital works deduction rate increase

• Land tax concessions

• Land releases & PPP projects

• Government investment funds



Melbourne is the epicentre of BTR
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Source: Bing, TomTom, Oxford Economics

39% of Units* 35% of Projects*

* Includes active stock, based on tracked projects, unit/project count for Victoria as a whole



Developers are gearing up for improving conditions
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Determined development applications

Building approvals



Shifting dwelling mix
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Densification - Transport Oriented Development Precincts, Sydney

Source: Oxford Economics, NSW Government, Google Maps

May 24

Accelerated precinct (Nov. 24)

July 24 Oct 24 Jan 25Dec 24 June 25April 25

Est. start 32



It will take time for the residential upturn to get moving
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1.2 million target well out of reach



Key themes

• Who is driving the improvement in new house construction?

• Where do apartments fit in the mix?

• Can non-core offset a soft outlook for traditional assets?



 

 

 

 

 

 

 

 

                            

                                 

  

                                 

        

Office tower pipeline has thinned considerably
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Source: Oxford Economics



 

 

 

 

 

  

  

  

  

                            

                                         
 

                               

Slack will trigger repurposing
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20 Berry Street

Source: Studio SC, Holdmark

146 Arthur Street, North Sydney

Source: Aqualand



Some projects will find a way to press forward
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Key:

      - Mooted  

      - Expected  

      - U/C  

      - Completed since FY22 

Metro West (2031)

23 Hunter Street

55 storeys

50,500 m2

Largest hybrid 

timber

Source: Nearmap
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Source: Oxford Economics

 

       

         

         

         

         

         

         

         

                                    

                                    

                                                          

                                                

FY

2.5%

0.7%

Dec 2022 June 2024

Industrial vacancy rate*

Dec 2025

+4%

*Sydney, Melbourne and Brisbane combined

Industrial supply response too strong?



   

   

   

   

   

   

   

   

   

                            

                                 

  

                                      

        

Major shopping centre expansion outlook still grim
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Source: Oxford Economics



   

   

   

   

   

   

   

   

                            

                                 

  

                                  

        

Data centres leading the way for non-core assets
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Source: Oxford Economics



Western Sydney to become a leading global hub
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Source: AirTrunk



 

   

   

   

   

   

   

   

   

   

                              

 
 
 
 
 
 
 
 
 

                                                

                             

         

What's happening in Adelaide?
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Student accommodation to climb despite policy concerns
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Year Portfolio Buyer/Investor Value ($m) Beds

2020 Urbanest Scape 2,200 6,872

2020 Journal Student Living Allianz 500 1,391

2021 UTS PBSA Scape 85 428

2022 Wee Hur PBSA Trust (49.9%) GIC 275 5,662

2022 University of Adelaide Village Cedar Pacific 450 405

2023 Student One Blackstone 500 2,300

2024 Scape Development Fund APG, Ivanhoe 600 3,000

2024 GIC PBSA Trust Greystar* 1,600 5,662

2024 Campus Living Villages Portfolio Dexus^ ~2,000^ 5,700

Source: Oxford Economics, Various newspapers

* Exclusivity period granted, ^ Indicative, non-binding offer

Key PBSA portfolio transactions & investments



Government investment will have a health focus
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• SA -  ew Women’s & Children's Hospital

500 beds – $2 billion

• Queensland Cancer Centre

 150 beds – $750 million

• New Melton Hospital

 274 beds – $800 million

• New Women and Babies Hospital

 414 beds – $1.5 billion



Defence building to become more prominent late decade
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DEFENCE

Source: Australian Government

   

   

   

   

   

   

   

   

   

   

                            

                                 

  

                              

        



There will be enough offset to weakness in traditional assets…
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…but only enough to keep aggregate activity flat
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Which reflects mixed market positions
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holl

ow

Undersupplied Balanced Oversupplied

Residential ○
Student accommodation ○
Industrial ○ ○ Now

Health ○
Data centres ○
Hotels ○
Retail ○
Aged care ○
Office ○



Housing is the standout pain point / opportunity…

50

Undersupplied Balanced Oversupplied

Residential ●
Student accommodation ○ ●
Industrial ○ ● ○ Now

Health ● ● Dec-26

Data centres ●
Hotels ● ○
Retail ● ○
Aged care ● ○
Office ●



…positioning residential to drive the total building upturn

51

        

 

  

  

  

  

   

   

   

   

   

   

                                                

                                      

                        

                                       

                               

                                 

Non-res 

+1.1%

Houses 

+6.4%

A&A

+2.9%

Attached 

+11.4%

FY2024 – FY2029

Total 

+5.3%



• Who is driving the improvement in new house construction?

Investors, but owner-occupiers to recover

• Where do apartments fit in the mix?

Densification and policy underpin a growing apartment share

• Can non-core offset a soft outlook for traditional assets?

Yes, but only delivering a flat profile for total non-residential

• What does this mean for total building?

Residential will be the primary growth driver late decade

Key themes



Thank You 
OXFORD ECONOMICS AUSTRALIA

www.oxfordeconomics.com

Feedback
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