Hedonic Home Value Index

CoreLogic November home value indices: Dwelling values
rise across every capital city and rest-of-state region

Australia's housing market continued along a recovery trend
through November. Corelogic’s national index recorded a
second consecutive monthly rise in November, with dwelling
values up 0.8% over the month. The new recovery trend
follows a 2.1% drop in Australian home values between April
and September.

According to CorelLogic’s Head of Research, Tim Lawless, if the
current growth trend persists, we are likely to see CorelLogic’s
national home value index surpass pre-COVID levels in early
2021. “The national home value index is still seven tenths of a
per cent below the level recorded in March, but if housing
values continue to rise at the current pace we could see a
recovery from the COVID downturn as early as January or
February next year. The recovery in Melbourne, where home
values remain 5% below their recent peak, will take longer.”

Although housing values look set to surpass their pre-COVID
highs early next year, both Sydney and Melbourne home
values remain at levels similar to those seen in early 2017.
While rising, Perth values are similar to mid-2006 levels, whilst
Darwin values are in line with 2007 levels. At the other end of
the spectrum, housing values moved to new record highs in
Brisbane, Adelaide, Hobart and Canberra through November.

House and unit value performance has shown more
divergence in recent months. House values have driven gains
in the combined capitals index over the past three months,
rising 1.1%. While the rate of decline has eased, capital city
unit values fell by -0.6% over the same period.

“This trend towards stronger conditions in detached housing
markets is evident across most of the capital cities. Relative
weakness in the unit market can be attributed to factors
including low investment activity, higher supply levels in some
regions, and weaker rental market conditions across key inner
city unit precincts,” Mr Lawless said.

Melbourne’s unit market is the exception, where unit values
have recorded a smaller then expected decline throughout the
COVID period to-date and a more substantial recovery trend
over recent months.

“The resilience in Melbourne unit values is surprising given the
high supply levels across inner city areas and the sharp decline
in rental conditions. We suspect the stronger trend in
Melbourne unit values relative to houses could be short-lived
unless overseas migration turns around sooner than expected
which would help to shore up rental tenancy demand,” Mr
Lawless added.

The stronger performance across regional areas of Australia
continued in November, with Corelogic’s combined regionals
index recording a monthly growth rate double that of the
combined capitals. Regional home values were up 1.4% in
November compared with a 0.7% rise in capital city values.
Regional Queensland has led the rise in values over the past
three months, posting a 3.2% lift, followed by regional NSW
where values are up 3.1%.
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Index results as at November 30, 2020
Change in dwelling values

Month Quarter Annual Total return “::ﬂzn
Sydney 0.4% 0.3% 37%  63% $860,967
Melbourne 0.7% -0.4% -0.9% 2.5% $672,172
Brisbane 0.6% 1.5% 3.2% 7.2%  $515,267
Adelaide 1.3% 3.4% 5.3% 9.4%  $459,896
Perth 1.1% 1.9% 0.8% 5.2% $463,846
Hobart 1.4% 2.9% 5.6% 10.9% $505,683
Darwin 1.9% 4.7% 5.9% 11.7% $405,857
Canberra 1.9% 3.3% 7.0% 12.1% $672,866
Combined capitals 0.7% 0.7% 2.4% 5.7% $642,863
Combined regional 1.4% 2.8% 5.7% 10.6% $411,129
National 0.8% 1.1% 3.1% 6.6% $565,474

Month-on-month change in national dwelling values
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Change in dwelling values

Past month Past 3 months Past 12 months
Sydney B o04% | 0.3% B 37%
Melbourne B o7% -0.4% | -0.9% |
Brisbane B o6% B o15% B 32%
Adelaide B o13% M 3.4% M s53%
Perth M o11% B o19% | 0.8%
Hobart B 14% B 29% M se6%
Darwin B 19% o 47% M s5.9%
Canberra B 19% M k3% M 7.0%
Regional NSW B 1% M 3% M 7.0%
Regional Vic B 13% B 138% B 25%
Regional Qld Bl 16% M 32% B s.0%
Regional SA B 11% B 21% M 6.4%
Regional WA B o11% B 10% -4.8%
Regional Tas B 20% M 3.0% I 10.7%
Regional NT B o% | 0.3% | 13%
Combined capitals B 07% | 0.7% B 24%
Combined regionals N 14% W 2.8% M 5%
Australia B os% B o11% B 31%
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The lift in housing values comes as a range of other indicators
point to a further improvement.

Inventory levels remain low across Australia, favouring sellers
over buyers. The number of properties advertised for sale
remains 20% lower than this time last year, and 24% below the
five year average. Total listing numbers are low despite a sharp
rise in fresh stock being added to the market. The spring period
saw a 42% rise in the number of new listings added to the market
nationally, while the total number of listings held firm (-0.6%).
This reflects a strong rate of absorption as prospective buyers
continue to outnumber newly advertised supply additions.

The number of settled sales has held reasonably firm since July,
with rising sales activity outside of Victoria offsetting the sharp
drop in Victorian home sales caused by the recent lockdown
period. Nationally, Corelogic’s settled sales estimates over the
past three months were about 1% higher than the same period
last year. This is partially due to strong performance in regional
areas, where buyer activity has seen a more significant lift than
their capital city counterparts.

Auction markets have strengthened as well, with November
clearance rates holding around 70%, well above the decade
average of 61%. The strength in auction clearance rates comes as
the number of auctions is expected to see a further lift in the first
two weeks of December. This will provide a timely test of the
market depth prior to the seasonal slowdown through late
December and January.

Private treaty measures are also tightening, reflecting a market
that is rebalancing towards vendors over buyers. The median
selling time has reduced from 57 days in June to 42 days in
November and discount rates have reduced from 3.9% in April to
2.8% in November.

According to Mr Lawless, “Low advertised stock levels, together
with a rising number of active buyers, is creating a renewed sense
of urgency in the market. Buyer demand is mostly being fueled by
a surge in owner occupiers rather than investors, looking to take
advantage of historically low interest rates, generous government
incentives and an increased state of normality.”

Auction clearance rate, combined capitals
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Rolling three month change in capital city dwelling
values by quartile
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Most recent months of sales volumes are estimates and will revise

Performance across broad valuation cohorts

The most affordable quartile of the market is continuing to drive
the strongest pace of recovery. Across the combined capital city
index, the lower quartile of home values rose by 1.0% in November
while upper quartile values were up 0.6%.

The trend is more diverse across each of the capital cities.

Sydney is starting to see a stronger recovery trend across the upper
quartile, where values were up 0.6% in November compared to the
0.3% lift in lower quartile values. While the current value gains in
the premium market are more substantial than those of the lower
quartile, the upper quartile market saw significantly larger drops in
home values during the COVID period. The top 25% of values across
Sydney remain -2.5% lower than March, while values across the
bottom 25% are 0.3% higher across the same time period.

Melbourne is also seeing the upper quartile of the market start to
recover, although the November growth rate (+0.7%) remained
lower than the bottom 25% of values (+0.8%). Melbourne’s upper
quartile home values remain -7.9% below March 2020, while lower
quartile values are only -1.2% lower.

In Brisbane, there has been little difference in growth rates between
the broad value-based strata, with upper quartile values 1.5% higher
over the past three months compared with the 1.6% lift seen in the
lower quartile values.

Perth and Adelaide growth rates have been skewed towards the
lower quartile over the rolling quarter. Lower quartile values are up
3.1% compared with a 1.1% lift across the upper quartile across
Perth. In Adelaide, upper quartile values are 2.9% higher over the
past three months while lower quartile values are up 3.6%.
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Change in rents, March 31 to November 31 Rolling three month change in rents,

houses v units, combined capitals

Houses Units
Sydney 0.4% | -6.6% [ 2.0%
Melbourne 1.0% N -7.6% [N .
Brisbane B o12% -19% W 1.5% houses , 159
Adelaide W 4% | 0.1% 1.0%
Perth I s.6% B 39%
Hobart  -3.3% [N -5.2% [N 0.5%
Darwin I 6% N 3% 0.0%
Canberra M 22% 0.7% :
-0.5%
Regional NSW Bl k0% Bl 36% 1.0%
Regional Vic M 20% B 2% R
Regional Qld B 3% B 17% -1.5%
Regional SA I -2 B os% o
Regional WA R I o -2.0%
Regional Tas Ml 2% [ B3 2.5%
Regional NT B o14% [ R
-3.0%
Combined capitals B o11% a9 a IS4 54 54 IS4 IS4 IS4
Combined regionals I 32% M 6% 3 < 5 > 35 o 2
National W 18% 41% z = > s - »n =

Rental conditions continued to diverge through November.

Capital city house rents were 0.7% higher in November while unit rents were down -0.6%. The monthly data follows a now well
established trend where house rents have shown a more positive trajectory than unit rents since the onset of COVID. Across the
combined capitals, unit rents have fallen by -5.4% since March while house rents have increased by 1.1%. Most of the weakness in rental
market conditions is emanating from Melbourne and Sydney where unit rents are -6.6% and -7.6% lower respectively since March.

Every capital city has shown this trend, where house rents outperform unit rents, to varying degrees, however the divergence is most
pronounced in Sydney and Melbourne where tenancy demand is more reliant on overseas migration, and supply levels were already high
prior to COVID.

Perth and Darwin are showing the tightest rental markets, following years of weak rental conditions and little in the way of new rental
additions to the market. House rents across Perth have surged by 6.6% since March whilst Darwin has increased by 6.1%. Unit rents are
also rising in these capital cities, up 3.9% and 5.3% respectively.

Hobart has recorded a large drop in rents, following a multi-year surge in rents prior to COVID. Although Hobart rents remain lower
relative to March, the November data shows a 1.0% rise in both house and unit rental rates. This may be an early sign that rental markets
are tightening as state borders re-open and labour market conditions improve.

As labour markets tighten and state borders re-open, rental markets are likely to firm, although in Sydney and Melbourne, where
temporary migrants from overseas comprise a large part of inner city rental demand, an improvement in rental conditions will be more
dependent on international borders re-opening.

In summary, housing demand is rising due to the broad range of
stimulus measures and changes in market sentiment. Record low
interest rates are one of the primary factors supporting a lift in
buyer numbers. Improving economic conditions and containment
of the virus have lifted consumer spirits to higher than pre-COVID
levels. State government incentives including changes to stamp
duty and additional building grants are also supporting demand.

As buyer numbers rise, available inventory has remained low. This
creates some urgency amongst buyers which in turn is adding to
the upwards pressure on home values.

The recovery trend is evident across all the broad regions of
Australia, however regional markets are continuing to show a
stronger growth trajectory in housing values relative to the capital
cities. The duration of this trend is uncertain due to mitigating
factors, including employers embarking on ‘return to office’
programs, and the price gap between the capitals and regional
areas narrowing. The trend clearly has some momentum, however,
and will likely persist into 2021.

The housing risks associated with less fiscal support and the expiry
of mortgage repayment deferrals have lessened over recent
months. Job numbers continued to improve throughout October,
despite the wind back of JobKeeper, and the large majority of

Media enquires contact: Michelle McKinnon or Jade Harling— 1300472 767 or

mortgage repayment deferrals have already moved back onto a
repayment schedule.

The recovery trend is being led by owner occupiers while investor
participation remains at record lows. With prospects for capital
gain becoming firmer, and more rental dwellings showing the
potential for positive cash flow, it’s likely investor numbers will
become more substantial in 2021. Historically we have seen
investor demand mostly concentrated within the largest capital
cities, however with lower price points, higher yields and arguably
better prospects for capital gains, the smaller capitals and regional
centres may attract more investment attention in 2021.

Inner city apartment precincts of Melbourne and Sydney remain
exposed to weak rental demand and high supply. Although the
pipeline of high-rise apartment projects has reduced sharply, it will
be some time before the large number of projects under
construction work their way through to completion. With rents
and occupancy rates falling, the outlook for this sector remains
weak.
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CorelLogic Home Value Index tables

Regional Regional Regional Regional Regional Regional Regional Combined Combined

Sydney  Melbourne Brisbane Adelaide Perth Hobart  Darwin Canberra NSW Vic Qid SA WA Tas NT capitals regional National
I
Month 0.4% 0.7% 0.6% 1.3% 1.1% 1.4% 1.9% 1.9% 1.4% 1.3% 1.6% 1.1% 1.1% 2.0% na 0.7% 1.4% 0.8%

«w Quarter 0.3% -0.4% 1.5% 3.4% 1.9% 2.9% 4.7% 3.3% 3.1% 1.8% 3.2% 2.1% 1.0% 3.0% na 0.7% 2.8% 1.1%
!éﬂ YTD 2.0% -2.3% 2.5% 4.7% 0.8% 5.4% 6.5% 6.9% 6.5% 3.7% 5.4% 5.9% -4.8% 9.6% na 1.1% 5.2% 2.0%
% Annual 3.7% -0.9% 3.2% 5.3% 0.8% 5.6% 5.9% 7.0% 7.0% 4.5% 6.0% 6.4% -4.8% 10.7% na 2.4% 5.7% 3.1%
g Total return 6.3% 2.5% 7.2% 9.4% 5.2% 10.9% 11.7% 12.1% 11.6% 9.5% 11.2% 12.5% 1.5% 16.5% na 5.7% 10.6% 6.6%
Gross yield 2.9% 3.2% 4.4% 4.3% 4.5% 4.6% 6.0% 4.4% 4.5% 4.4% 5.2% 5.9% 6.2% 5.0% na 3.4% 4.9% 3.7%
Median value  $860,967 $672,172 $515,267 $459,896 $463,846 $505,683 $405,857 $672,866 $491,862 $403,525 $398,327 $245,473 $321,338 $339,170 na $642,863 $411,129 $565,474

Month 0.9% 0.6% 0.7% 1.5% 1.1% 1.7% 1.6% 2.2% 1.5% 1.3% 1.5% 1.3% 0.9% 1.8% 0.9% 0.9% 1.4% 1.1%
Quarter 1.2% -0.6% 1.7% 3.5% 2.0% 3.2% 4.6% 3.5% 3.3% 1.7% 3.2% 2.1% 0.9% 2.8% 1.7% 1.1% 2.9% 1.5%
3 YTD 2.9% -3.1% 3.3% 4.7% 0.9% 6.7% 9.3% 7.8% 6.8% 3.6% 5.7% 5.6% -5.0% 9.3% 0.0% 1.5% 5.3% 2.4%
©n
g Annual 4.9% -1.5% 4.0% 5.3% 0.9% 6.4% 9.1% 7.8% 7.4% 4.4% 6.4% 6.0% -5.1% 10.6% 2.7% 2.9% 5.9% 3.6%
I Totalreturn 7.3% 1.5% 7.9% 9.2% 5.2% 11.9% 14.5% 12.4% 12.0% 9.2% 11.5% 12.4% 1.1% 16.6% 9.6% 6.0% 10.7% 7.1%
Gross yield 2.7% 2.9% 4.1% 4.1% 4.3% 4.5% 5.5% 4.2% 4.4% 4.3% 5.1% 5.8% 6.1% 5.0% 6.9% 3.3% 4.8% 3.6%
Median value $1,000,170 $790,543 $568,629 $498,029 $482,745 $535,786 $490,881 $753,005 $508,577 $430,479 $407,476 $252,618 $334,198 $352,089 $424,327  $684,844 $424,585 $585,167
Month -0.7% 0.7% 0.2% 0.4% 1.0% 0.3% 2.4% 0.6% 0.8% 1.2% 1.8% -2.2% 4.1% 3.4% na 0.0% 1.4% 0.2%
Quarter -1.8% 0.1% 0.7% 2.5% 1.5% 1.7% 4.9% 2.5% 1.7% 2.6% 3.2% 0.6% 3.2% 4.2% na -0.6% 2.6% -0.2%
@ YTD -0.1% -0.5% -1.0% 5.0% 0.1% 0.4% 1.2% 3.8% 4.5% 4.7% 4.6% 11.0% -0.2% 11.5% na 0.0% 4.7% 0.6%
' Annual 1.0% 0.4% -0.4% 4.9% 0.1% 2.3% 0.1% 4.3% 4.6% 5.2% 4.4% 13.5% 1.3% 11.0% na 0.8% 4.7% 1.4%
> Total return 4.5% 4.4% 4.5% 10.3% 5.2% 7.3% 6.6% 10.6% 9.4% 11.3% 10.2% 10.7% 8.9% 15.9% na 4.8% 10.1% 5.5%
Gross yield 3.3% 3.7% 5.1% 5.3% 5.3% 4.7% 7.0% 5.5% 4.7% 5.0% 5.6% 6.5% 8.1% 5.7% na 3.8% 5.3% 4.0%
Median value  $728,168 $568,056 $388,661 $336,105 $359,499 $414,966 $286,475 $465,732 $417,908 $297,988 $374,075 $182,667 $210,024 $271,312 na $567,457  $358,651 $519,386

Corelogic is the largest independent provider of property information, analytics and property-
related risk management services in Australia and New Zealand.

Methodology

The CoreLogic Hedonic Home Value Index

is calculated using a hedonic regression methodology that
addresses the issue of compositional bias associated with
median price and other measures. In simple terms, the index

is calculated using recent sales data combined with information
about the attributes of individual properties such as the number
of bedrooms and bathrooms, land area and geographical
context of the dwelling. By separating each property into its
various formational and locational attributes, observed sales
values for each property can be distinguished between those
attributed to the property’s attributes and those resulting

from changes in the underlying residential property market.
Additionally, by understanding the value associated with each
attribute of a given property, this methodology can be used to
estimate the value of dwellings with known characteristics

for which there is no recent sales price by observing the

characteristics and sales prices of other dwellings which have
recently transacted. It then follows that changes in the market
value of the entire residential property stock can be accurately
tracked through time. The detailed methodological information
can be found at:

https://www.corelogic.com.au/research/rp-data-corelogic-
home-value-index-methodology/

Corelogic is able to produce a consistently accurate and robust
Hedonic Index due to its extensive property related database,
which includes transaction data for every home sale within
every state and territory. CorelLogic augments this data with
recent sales advice from real estate industry professionals,
listings information and attribute data collected from a

variety of sources.

* The median value is the middle estimated value of all residential properties derived through the hedonic regression methodology that underlies

the Corelogic Hedonic Home Value Index.
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