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Key points 

• House prices are declining in most capital cities; 

• As at the end of September house price valuations were below average only in Perth 

and Darwin; 

• The probability of further cash rate rises means house prices are likely to decline 

further; 

• The peak-to-trough decline in house prices in this cycle is likely to be around 16%. 

 

What has happened to house prices so far this year  

House prices declined across Australia in the year to September 2022. They have been on a big roller-coaster 

ride over the past few years. Three years ago, house prices declined, and this was quickly followed by a period 

where they then grew at their fastest rate in twenty years. Now they are falling again. The largest declines have 

been in Sydney and Melbourne. Prices have been modestly up (Canberra is the exception) in most other capital 

cities. The exception has been Adelaide where price growth has been strong. But even in Adelaide there have 

been clear signs of the slowing of price growth over the past three months. 

 

House price growth has been on a rollercoaster ride. 

 

Price growth in Adelaide has been strong but weak in Sydney and 

Melbourne. 

 

 

Regions have outperformed cities in NSW, Victoria and Tasmania, a reflection of affordability and the working 

from home trend. In the cities the performance of houses and units have generally been about the same. This 

suggests a combination of slowing demand and some increase in supply (although surveys suggest a lack of 

stock remains a problem in Adelaide and Perth). That has not been the case in the regions where units have 

generally done better.  
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Dwelling price % change since end 2021 to Sept 2022 

 City Region 

 Houses Units Houses Units 

NSW -6 -6 1 1 

Vic -4 -7 4 9 

Qld 4 7 5 8 

SA 12 9 13 6 

WA 3 3 3 6 

Tas -2 0 3 14 

ACT -2 2 na na 

NT 0 -3 0 14 

Source:  CoreLogic, BoQ calculations 

 

Financing Trends 

Affordability worries have created a substantial decline in the proportion of home loans taken out by first-home 

buyers over the past year. That proportion has plateaued in recent months to around its twenty-year average. 

Whether that proportion declines further will depend upon the interaction of house prices, interest rates and 

unemployment. There has also been a dramatic jump in refinancing activity. Refinancing will remain a significant 

driver of home loan activity over the next year given the large number of fixed-rate loans that are due to roll off by 

the end of next year.   

The combination of strong demand and rising stock, led to an increase in the number of existing homes sold. 

Sales volumes have declined more recently as buyers have turned more cautious, although the number of sales 

remains relatively high by historical standards. With interest rates likely to head higher (and house prices to decline 

further) a further slowdown in sales is probable. One reason to expect a decline in sales is that there has been a 

reduction in the number of home loans approved for both owner occupiers and investors.  

 

The proportion of home loans going to first-home buyers has 

declined substantially over the past year. 

 

Refinancing is currently a big part of the home loan market. 
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Home sales have declined from a very high level over the past six 

months. 

 

There has been a decline in the number of new home loans (excl 

refinancing) for both owner occupiers and investors. 

 

 

Valuation 

Over the next year, the strong chance that interest rates will head higher will remain the most significant driver of 

house prices. At the time of writing this, the cash rate was 2.6%. Financial market pricing for the peak cash rate 

in this cycle has fluctuated between 3.5-4.5%. How much house prices decline will vary across regions and will 

depend upon a variety of factors including the strength of the local economy, regional variations in population 

growth, and supply response as well as valuations.  

There are various measures used when considering the ‘value’ of house prices in a city. Rental yields is one, and 

they are currently near their historical cyclical lows in Sydney, Melbourne, Brisbane and Adelaide. That is not the 

case in Perth. The proportion of incomes spent on mortgage payments is another. Payments are above average 

for what most capital cities have historically experienced. Perth and Darwin are the exceptions.  

 

Rental yields are low in most major cities apart from Perth. 

 

Mortgage repayment to income ratios are above average in most 

capital cities. 
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House price outlook by city 

The probability of rising interest rates means that further declines in house prices are probable in coming months. 

Relative to last quarter, I have downgraded the outlook for most cities (Darwin is the exception). The cash rate is 

projected to head higher than I anticipated three months ago. The most significant downgrades have been to 

Brisbane and Adelaide. In the case of Brisbane, it is partly about marking-to-market, as house prices have declined 

a lot sharper than I had expected. But for Brisbane and Adelaide it also reflects that house price valuations now 

look more stretched than was the case earlier in the year. 

 

Projected peak-to-trough house price declines by capital city 

City % decline from peak to 

Sept 2022 

% June quarter 

forecast peak-to-

trough decline 

% Updated expected peak-

to trough decline 

Sydney  -9 -15 -15 to -20 

Melbourne  -7 -11 -10 to -15 

Brisbane -6 -8 -10 to -15 

Adelaide  - -6 -8 to -13 

Perth  -1 -3 -3 to -8 

Hobart  -4 -12 -12 to -17 

Darwin  - -4 -2 to -7 

Canberra  -6 -10 -10 to -15 

Source: BOQ Economic forecasts 

 

We live in interesting times.   

Regards   

 

Peter Munckton   

Chief Economist  

Bank of Queensland  

BOQ | 255 George Street Sydney NSW 2000    

Twitter: @petermunckton   

 

NOT INVESTMENT RESEARCH 

This presentation was prepared by Bank of Queensland Limited ABN 32 009 656 740 Australian Credit 

Licence Number 244616 (Bank). 

No Reliance 

This presentation is not investment research and does not purport to make any recommendations. This 

report is for informational purposes only and is not to be relied upon for investment purposes.  You should 

seek independent advice from a qualified professional on these matters. 
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This presentation has been prepared without considering your objectives, financial situation, knowledge, 

experience or needs. The content of this presentation is not to be construed as an act of solicitation, or an 

offer to buy or sell financial products. To the extent that you choose to make any investment decision after 

having read this report, you should consider the appropriateness and suitability to your own objectives and 

obtain independent professional advice about your particular circumstances. 

The Bank makes no representations or warranties about the accuracy or completeness of the content 

contained in this presentation. Any opinions, conclusions or recommendations made in this report are 

subject to change without notice, and may differ to the opinions, conclusions or recommendation expressed 

elsewhere by the Bank. The Bank is under no obligation to update, keep current, the information contained 

in the report. 

Forward-Looking Statements 

This presentation may contain forward-looking statements about market conditions. These forward-looking 

statements may be identified using forward-looking terminology, including the terms “believe”, “estimate”, 

“plan”, “target”, “project”, “anticipate”, “expect”, “intend”, “likely”, “may”, “will”, “could” or “should” or, in each 

case, their negative or other variations or other similar expressions, or by discussions of future events. 

Readers should not place undue reliance on any forward-looking statements. To the maximum extent 

permitted by law, responsibility for the accuracy or completeness of any forward-looking statements, 

whether because of new information, future events, or results or otherwise, is disclaimed. BOQ does not 

undertake to update any forward-looking statements contained in this document, subject to disclosure 

requirements applicable to it. 

Liability 

The Bank does not accept any liability for any loss or damage arising out of any error or omission in the 

information provided or arising out of the use of all or any part of this presentation. 

"NOTICE (You must not remove this notice from this email)  


