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Australia is in the midst of a housing crisis

Australian Google searches for ‘housing crisis’
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Note: Numbers represent search interest relative to the highest point on the chart for the given region and time. A value of 100 is the peak popularity for the ferm. A value of
2 50 means that the term is half as popular. A score of 0 means there was not enough data for this term. Source: Google Trends, 14" September 2024.
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https://trends.google.com.au/trends/explore?date=all&geo=AU&q=housing%20crisis&hl=en-GB

Growth in demand for housing is outsiripping growth in housing supply -
especially after allowing for the ongoing decline in average household size
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https://www.rba.gov.au/statistics/tables/xls/e01hist.xlsx?v=2024-09-14-09-10-53
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/total-value-dwellings/jun-quarter-2024
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/total-value-dwellings/jun-quarter-2024

Growth in housing supply looks likely to be constrained for some fime

Residential building approvals and completions
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Sources: ABS, Building Approvals, July 2024 and Building Activity, June quarter 2024.

Residential buildings under construction and
approved but not yet commenced
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https://www.abs.gov.au/statistics/industry/building-and-construction/building-approvals-australia/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/total-value-dwellings/jun-quarter-2024
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The Government’s National Housing Supply & Affordability Council expects
the housing supply shorifall to persist for at least another five years

Annual net new housing supply and demand
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Source: National Housing Supply and Affordability Council, State of the Housing System 2024, 34 May 2024.
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https://nhsac.gov.au/sites/nhsac.gov.au/files/2024-05/state-of-the-housing-system-2024.pdf

Housing affordability has deteriorated dramatically over the past 45
years - and especially since the turn of the century

|
Ratio of median dwelling prices to average annual household disposable income per person aged 15 and over
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Sources: Corelogic, Monthly Housing Chart Pack; ABS, Australian National Accounts: National Income, Expenditure and Product, June quarter 2024 and Labour Force, July SAU L ESLAKE
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https://www.corelogic.com.au/news-research/reports/monthly-housing-chart-pack
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release

Home ownership has been declining steadily since 1966 — especially, over
the last thirty years, among people aged under 45

|
Overall home ownership rate, 1911-2021
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Sources: Advisory Council on Inter-Government Relations, Australian Housing Policy and Inter-government Relations, Discussion Paper No. 14 (1981); ABS, Housing: Census,
2021 and previous issues; Judy Yates, Submission fo the Senate Economic References Committee on Affordable Housing, 2015; Rachel Clun, ‘Mortgages in retirement triple,
/ outright ownership halves for most age groups' The Age, 17" July 2022.
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https://www.abs.gov.au/statistics/people/housing/housing-census/2021
https://www.abs.gov.au/statistics/people/housing/housing-census/2021
https://www.aph.gov.au/DocumentStore.ashx?id=56d276dc-73ad-4520-981d-9070fb6b17fe&subId=205847
https://www.theage.com.au/politics/federal/mortgages-in-retirement-triple-outright-ownership-halves-for-most-age-groups-20220714-p5b1la.html?btis=
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One little-recognized consequence of the decline in home ownership
among younger adults has been a sharp rise in inter-generational inequity

Shares of household net wealth, by age group, 2003-04 to 2019-20
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https://www.abs.gov.au/statistics/economy/finance/household-income-and-wealth-australia/latest-release

It's not a co-incidence that the decline in home ownership started just
after the intfroduction of the first First Home Owners’ Grant scheme in 1964

Spending on grants to and stamp duty concessions for first home buyers, 1964-65 to 2020-21

5.0 ~ $ billion (2021 dollars)

4.5 -

4.0 A = Stamp duty concessions

35 | m Cash grants

3.0 -
2.5 -
2.0 -
1.5 -
1.0 A

0.5 -

65 67 69 71 73 /75 77 79 81 83 8 87 8 91 93 95 97 99 O1 O3 0O5 O7 09 11 183 15 17 19 21

Financial years ended 30" June

0.0

Source: Hal Pawson, Chris Martin, Julie Lawson, Stephen Whelan and Fatemeh Amanpour, Assisting first homebuyers: an international policy review, Final Report No. 381, SAU L ESLAKE
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https://www.ahuri.edu.au/sites/default/files/documents/2022-07/AHURI-Final-Report-381-Assisting-first-homebuyers-an-international-policy-review.pdf

Nor is it any co-incidence that the decline in home ownership has
accelerated since changes to the capital gains tax regime in 1999

Proportion of income taxpayers reporting rental
property income
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Source: Australian Taxation Office, Taxation Statistics - Individuals: Table 1 - Selected items forincome years 1978-79 to 2021-22, June 2024.
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https://data.gov.au/data/dataset/taxation-statistics-2021-22/resource/0b25e4df-d308-44b3-84c1-ded12ec670be?inner_span=True

Whatever beneficial impact lower interest rates since the early 1990s has
had on housing affordability has been offset by higher housing prices

Mortgage rates
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Sources: RBA, Indicator Lending Rates; ABS, Lending indicators, July 2024, and Australian National Accounts: National Income, Expenditure and Product, June quarter 2024.
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https://www.rba.gov.au/statistics/tables/xls/f05hist.xlsx?v=2024-09-14-12-47-49
https://www.abs.gov.au/statistics/economy/finance/lending-indicators/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release

So the lesson of history, going back 60 years, is ...

Anything that enables Australians to pay more for housing than
they otherwise would - be it first home-owner grants, stamp duty
concessions, tax concessions for property investors, lower
interest rates, looser lending criteria, and deposit guarantee or
shared equity schemes - results in more expensive housing,
rather than in a higher proportion of Australians owning housing

SAUL ESLAKE
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Like every other scheme that allows people to pay more for housing, ‘Super
for housing’ would result in more expensive housing

O “A superannuation for housing scheme could not be targeted efficiently to those individuals who would not

otherwise achieve home ownership before retirement ... and would also reduce retirement incomes and
national savings”

— Australian Treasury, 1988
“Pumping more money into the housing market by letting people access their superannuation savings more
freely will not bring down the cost of housing; if anything, it would probably lead to further increases in the cost
of housing

— then Finance Minister Matthias Cormann, 2014

“If [superannuation balances] were to be redirected to spending more on housing, the result would be that
people would spend more on housing”
— then RBA (now Westpac) Chief Economist Luci Ellis, 2021

“Allowing first home buyers to access or borrow against part of their super to purchase a whom would, in the
absence of increased housing supply, likely increase demand and lead to higher property prices”
— House of Representative Standing Committee on Tax and Revenue, 2022

“Allowing a major cohort of Australians to access their superannuation all at the same time would also add
even more demand for housing, which would then push up prices, particularly within the already highly
competitive lower end of the property market”

— Grattan Institute, 2024

SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



https://archive.budget.gov.au/1998-99/bp2/bp2_1998-99.pdf
https://www.theaustralian.com.au/national-affairs/mathias-cormann-warns-super-not-the-key-to-housing/news-story/9f14f4387b17754a34900d9569cef5c2
https://parlinfo.aph.gov.au/parlInfo/download/committees/commrep/ba9cd69c-9f8e-477e-8842-584b158278d9/toc_pdf/Standing Committee on Tax and Revenue_2021_09_14_9113_Official.pdf;fileType=application%2Fpdf#search=%22committees/commrep/ba9cd69c-9f8e-477e-8842-584b158278d9/0000%22
https://parlinfo.aph.gov.au/parlInfo/download/committees/reportrep/024864/toc_pdf/TheAustralianDream.pdf;fileType=application%2Fpdf
How the federal government can boost home ownership

‘Super for housing’ would not be of much benefit for people in the
typical first home buyer age groups

Median superannuation balances available for release under ‘Super for Housing’ a Th . .
e median superannuation

. . , , , balances of singles and

(non-home-owner households) available for release ($) $20,300 and $45,200,

respectively ...

Q ... so the median amounts

Single income units Couple Single income units Couple they could divert fowards the
income income purchase of a first home

Age Males Females Persons  units Males Females Persons  unifs would be $8,100 and 318,000
respectively

18-24 3389 3953 3389 20,737 1355 1581 1355 8295 - Bbx:‘g;ngprg;“;j Jgﬁ'c';

25-34 20,197 20,332 20,332 45,182 8,079 8,133 8,133 18,073 $41,000 and $90,000,

35-44 56,478 45,182 51,960 96,013 22,591 18,073 20,784 38,405 respectively (depending on

4554 100531 57739 90,365 169434 40212 23,095 364,146 51,581 their income)

55-64 112956 79,069 101,661 169434 45182 31,628 40,664 50,000 J w:umfgg’mg:'; f'"ejff‘g;*s

65-74 90,365 89,019 90,365 96,013 36,146 35,607 36,146 38,405 older people (who %,e more

75+ 141,195 112,956 135,547 250,223 56,478 45,182 54,219 100,089 likely to be home-owners
anyway)

Note: Data on superannuation balances is sourced from the Survey of Income and Housing for 2019-20 and uprated to 2023-24 values using growth in average weekly SAU L ESLAKE

» earnings. ‘Non-home-owner’ households includes both renters and adults living with their parent or parents. Source: Super Members’ Council analysis. CORINMA ECONOMIC ADVISORT
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https://www.abs.gov.au/statistics/detailed-methodology-information/concepts-sources-methods/survey-income-and-housing-user-guide-australia/latest-release
https://www.abs.gov.au/statistics/labour/earnings-and-working-conditions/average-weekly-earnings-australia/latest-release
https://www.abs.gov.au/statistics/labour/earnings-and-working-conditions/average-weekly-earnings-australia/latest-release

‘Super for housing’ would not be of much benefit for people in the
typical first home buyer age groups

Median superannuation balances available for release to single
people under ‘Super for Housing’

Age
range

25-34
35-44
45-54
55-64
65-74

25-34
35-44
45-54
55-64
65-74

Note: Data on superannuation balances is sourced from the Survey of Income and Housing for 2019-20 and uprated to 2023-24 values using growth in average weekly
earnings. ‘Non-home-owner' households includes both renters and adults living with their parent or parents. Source: Super Members’ Council analysis.
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Maximum superannuation release ($)

$1-
<$10,000

624,651
144,815
81,815
42,349
23,123

59.3
30.6
24.0
21.0
32.5

$10,000 -
<$20,000

Number of single income units

230,641
/8,775
41,682
26,670

6,082

21.9
16.7
12.2
13.2

8.5

$20,000 -
<$30,000

106,679
87,955
37,855
16,010

3,511

10.1
18.6
1.1
8.0
49

$30,000 -
<$40,000

41,102
40,721
24,278
15,295

5,677

3.9
8.6
/.1
/7.6
8.0

$40,000 -
<$50,000

22,241
39,952
28,680
26,068

5,035

Percentage of single income units in each age group

2.1
8.5
8.4
12.9
/.1

$50,000

28,328
80,430
126,839
74,952
27,796

2.7
17.0
37.2
37.2
39.0

O Fewer than 3% of single people aged
between 25 and 34 have superannuation
balances large enough to allow them to
withdraw the maximum amount of
$100,000

d ... while more than 70% of single people
in this age group would be unable to
withdraw more than $20,000

O By contrast almost two in every five
people aged 45 or more would be able
to withdraw the maximum amount of
$100,000
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https://www.abs.gov.au/statistics/detailed-methodology-information/concepts-sources-methods/survey-income-and-housing-user-guide-australia/latest-release
https://www.abs.gov.au/statistics/labour/earnings-and-working-conditions/average-weekly-earnings-australia/latest-release
https://www.abs.gov.au/statistics/labour/earnings-and-working-conditions/average-weekly-earnings-australia/latest-release

‘Super for housing’ would not be of much benefit for people in the
typical first home buyer age groups

Median superannuation balances available for release to couples
under ‘Super for Housing’

Maximum superannuation release ($)

O Only 0.3% of couples aged between 25

Age $1- $20,000-  $40,000-  $60,000-  $80,000 - $100,000 and 34 have superannuation balances
range <$20,000  <340,000  <$60,000  <$80,000  <$100,000 ' large enough to allow them to withdraw
the maximum amount of $100,000
Number of couple income unifs 3 ... while more than 55% of couples in this
25-34 343,805 143,948 81,960 45,349 6,522 2,077 age group would be unable to withdraw
35-44 164,938 92,304 116,530 71,736 34,266 26,690 more than $20,000
45-54 41,426 28,338 56,427 25,551 30,8649 22,215 0 Only 5Y,% of couples aged between 35
55-64 23,481 15,161 39,571 17,598 12,499 13,014 and 54 would be able to withdraw the
65-74 17,501 14,903 12,465 7,854 2,027 7,208

maximum amount ...

Percentage of couple income units in each age group 0 while more than 50% of couples would

25-34 55.1 23.1 13.1 7.3 1.0 0.3 be unable to withdraw more than $20,000
35-44 32.6 18.2 23.0 14.2 6.8 5.3
45-54 20.2 13.8 27.5 12.5 15.1 10.8
55-64 19.4 12.5 32.6 14.5 10.3 10.7
65-74 28.2 24.1 20.1 12.7 3.3 11.6
Note: Data on superannuation balances is sourced from the Survey of Income and Housing for 2019-20 and uprated to 2023-24 values using growth in average weekly SAU L ESLAKE

" earnings. ‘Non-home-owner’ households includes both renters and adults living with their parent or parents. Source: Super Members’ Council analysis. CORINMA ECONOMIC ADVISORT
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https://www.abs.gov.au/statistics/detailed-methodology-information/concepts-sources-methods/survey-income-and-housing-user-guide-australia/latest-release
https://www.abs.gov.au/statistics/labour/earnings-and-working-conditions/average-weekly-earnings-australia/latest-release
https://www.abs.gov.au/statistics/labour/earnings-and-working-conditions/average-weekly-earnings-australia/latest-release

‘Super for housing’ would likely result in lower retirement incomes (after
housing costs) for those who used it, and bigger budget deficits

O A hypothetical couple renting from 22 until 30, then purchasing a median-priced house two years earlier than
they would have done otherwise aided by withdrawing $55,000 from their superannuation, retiring at age 67,
drawing a superannuation pension until death at 93, would have a lifetime income after housing costs
$165,000 lower (in today’s dollars) than otherwise

— the only circumstances under which this wouldn’t be true would be if house prices rose consistently faster than the
value of superannuation assets over the period between acquiring a home and retirement

O ‘Super for housing’ would also entail a budgetary cost

— because contributions to superannuation funds, and earnings generated by superannuation funds (including capital
gains) are subject to income taxation (albeit at lower rates than income in the form of wages and salaries), whereas
capital gains on owner-occupied housing are completely exempt from any form of taxation

— and because there would likely be greater demands on the age pension due to more people reaching retirement age
with smaller superannuation savings

— Deloitte modelling suggests that the annual cost to the Federal Budget arising from ‘Super for housing’ would escalate
from around $300 million in 2029-30 to $1.3-1.4 billion in the 2040s and 2050s, to almost $8 billion per annum by the
2090s
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https://smcaustralia.com/app/uploads/2024/05/2024-05-08-Briefing-note-Deloitte-modelling-of-the-long-term-fiscal-costs-of-early-release-of-super-for-housing.pdf

New Zealand’s experience with a similar scheme backs up these
assertions

First home buyer withdrawals from ‘KiwiSaver’ and New Zealand O New Zealand has had a variant of ‘Super for
house prices housing’ since 2010
425 - Index (Dec 2003 = 100) NZ$mn per quarter 500 a ... despite which the home ownership rate
has dropped by 2.1 pc pts since the scheme
400 1 L 450 was infroduced, including a 5.7 pc pt drop
375 - among 30-34 year-olds, a 5.6 pc pt drop
- 400 among 35-39 year-olds and a 5.4 pc pt drop
30 1 5o among 40-44 year-olds
325 1 O New Zealand Treasury advised the NZ
300 - - 300 Government in 2018 that the scheme “is
likely to have limited impact on affordability
275 - /_/‘ r 250 in general, as most of the benéefit is likely to
250 - D A | 500 z\c;c;lr:;et"’ro sellers in a supply-constrained
225 (left scale)
200 190 d ... and that it would even have a negative
L 100 impact for any first home buyers who are not
175 - enrolled in KiwiSaver if prices rise as a result”
150 - 90 d KiwiSaver investment returns have been
adversely affected by the need to hold more
125 : : . . . : : : . . . : + 0 .. .
1 12 13 14 15 16 17 18 19 2 21 22 93 liquid assets to accommodate withdrawals
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Sources: New Zealand Inland Revenue, Datasefts for KiwiSaver stafistics; Reserve Bank of New Zealand, Prices (M1); NZ Treasury, Official Information Act release, October 2022.



https://www.ird.govt.nz/about-us/tax-statistics/kiwisaver/datasets
https://www.rbnz.govt.nz/statistics/series/economic-indicators/prices
https://www.ird.govt.nz/about-us/tax-statistics/kiwisaver/datasets
https://www.rbnz.govt.nz/statistics/series/economic-indicators/prices
https://www.treasury.govt.nz/sites/default/files/2022-01/oia-20200334.pdf

All of which suggests ...

.. that ‘Super for housing’ is a thoroughly bad idea

« whatever individual benefits it might confer will be greatest for those
least in need of assistance

- it will lead to even higher housing prices
* it won’t lead to higher rates of home ownership

e it will result in lower retirement incomes for those who avail themselves of
it

« and it will add to pressures on the federal Budget
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Important information

This document has been prepared by Saul Eslake on behalf of Corinna Economic Advisory Pty Lid, ABN 165 668 058 69, whose registered office is located at
Level 11, 114 William Street, Melbourne, Victoria 3000 Australia.

This document does not purport to constitute investment advice. It should not be used or interpreted as an invitation or offer to engage in any kind of financial
or other transaction, nor relied upon in order to undertake, or in the course of undertaking, any such transaction.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document
accurately reflect the author’s personal views, including those about any and all financial instruments referred to herein. None of Saul Eslake, Corinna
Economic Advisory Pty Ltd nor Independent Economics however makes any representation as to its accuracy or completeness and the information should not
be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without
notice. Saul Eslake, and Corinna Economic Adyvisory Pty Ltd expressly disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in
connection with the contents of and/or any omissions from this communication except where a Liability is made non-excludable by legislation.

Any opinions expressed herein should not be attributed to any other organization with which Saul Eslake is affiliated.
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