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Strong price growth in Outer Sydney over the past four
years has buoyed demand and led to record levels of lot
production over this period. Demand for land has also
been supported by low interest rates, improved land
availability and better transport infrastructure. However,
surging prices has seen housing affordability become
increasingly constrained with the market nearing a turning
point.

This paper profiles the various indicators relating to
demand, dwelling and lot supply, and prices, in the Outer
Sydney land market, with a focus on the North West and
South West growth corridors as well as the Central Coast.
The regions are defined as follows:

e North West (The Hills Shire, Blacktown and Penrith
LGAs)

e  South West (Wollondilly, Camden, Campbelltown
and Liverpool LGAs)

e North East (Northern Beaches LGA)
e Central Coast (Gosford and Wyong LGAs).

STOCK DEFICIENCY

Underlying demand for dwellings has picked up over the
three years to June 2017, underpinned by overseas
migration inflows driving population growth. Low interest
rates have also allowed pent up demand to be released
into the market. Underlying demand has risen to an
estimated peak of 42,500 dwellings over 2016/17 far
above the preceding ten year average of 27,600 dwellings
per annum.

On the supply side, dwelling completions have surged,
rising in response to demand with 47,200 dwellings
completed over 2016/17. This compares to the average of
22,800 dwellings per annum over the previous ten year
period. This has seen the underlying dwelling deficiency
eroded, estimated to have fallen to 35,300 dwellings at
June 2017, from its peak of 44,300 at June 2015. Over
2017/18, underlying demand is forecast to ease slightly
while the supply pipeline is estimated to remain strong.
This will see the dwelling deficiency further eroded.

HOUSE APPROVALS

The number of new detached house building approvals in
Outer Sydney surged, driven mainly by activity in the North
West and South West corridors. Total growth has
averaged 17% per annum over the past four years with
12,600 house approvals over the year to June 2017. Over
this period, the North West and South West have
accounted for an increasing share of total house
approvals, accounting for a combined 87% share of the
total. In comparison, the combined share was 77% of the
total in 2009/10. There has also been a recent small uptick
in approvals in the Central Coast region since 2013/14,
while the rest of the Growth areas have seen largely flat
growth.
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LOT PRODUCTION

Total lot production in Outer Sydney ramped up sharply
over the three years to 2015/16, reaching 8,500 lots in the
year to June 2016. Lot production has levelled out at 8,100
lots over 2016/17. Notably, this level remains well above
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long term averages and is almost double of the level of lot
production in 2011/12.

The North West and South West growth corridors have
accounted for an increasing share of total Growth Area lot
production. The North West region accounted for 50% of
total lots produced in 2016/17, while the South West
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lot activity has remained minimal.
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MEDIAN PRICES

Outer Sydney Median House and Land Price

The median land price in Outer Sydney rose to $440,000 sono 70 fpereen) 90,0
at June quarter 2017, an annual rise of 5%. In comparison, 8000 80,0
the median house price grew 13% over the year to reach . 200
$784,000. This would suggest that land is becoming more

affordable versus the established dwelling stock. The ratio owe o0
of median land to house price has fallen to 56% over 500 500
2016/17. This has been a considerable improvement and 4000 40,0
has the potential to divert demand towards the new house 3000 300

market. Furthermore, demand may be supported by the
First Home Owners Grant Scheme assisting first home
buyers into the new house market. Notably, the Outer
Sydney median house price at June 2017, was just over
the threshold of $750,000 for eligibility of the Grant.
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Disclaimer: BIS Oxford Economics has taken great care to ensure accuracy and balance in this report and the service it represents, but does
not warrant the completeness or infallibility of the information. The entire contents are intended as general market information only and BIS
Oxford Economics implies no specific advice pertaining to the situation of any particular user and no warranty either expressed or implied is

made as to the applicability of the information to the requirements or circumstances of any individual recipient. The opinions are contingent by
nature and materially different actual outcomes may eventuate. BIS Oxford Economics Pty Ltd and its staff do not accept any liability for any

loss or damage whatsoever arising out of the use or dissemination of all or any part (whether in printed, online, verbal or any other form) of this
report or service, and intends by this statement to exclude any such liability.

BIS Oxford Economics produces similar broadhectare land analyses for the Melbourne, Brisbane, Perth, Adelaide and Gold Coast &
Sunshine Coast land markets. BIS Oxford Economics also produces detailed reports for the central city apartment markets in
Sydney, Melbourne and Brisbane and one for Sydney’s suburban apartment market. Further details of these reports are available on
our website at www.bisoxfordeconomics.com.au.

As well as producing the range of reports listed above, we regularly undertake bespoke commissioned research projects for
individual clients, assisting them with strategy, planning and business decision-making. Typical assignments in this service include:

e  Forecast demand for products and services e  Financial feasibility assumptions
e Market risk assessment e  Preparation of prospectus material
. Qualitative and quantitative research e  Strategic planning assistance

For more information as to how BIS Oxford Economics can assist you with your residential property research needs, please contact
Angie Zigomanis, Senior Manager Residential Property at azigomanis@bisoxfordeconomics.com.au or (03) 8679 7304

Melbourne Office: BIS Oxford Economics Pty Ltd
Level 40, Rialto South Tower
525 Collins Street

Melbourne VIC 3000

AUSTRALIA

F: (03) 9614 0033
T: (03) 8679 7300
www.bisoxfordeconomics.com.au

Sydney Office: BIS Oxford Economics Pty Ltd
Level 8, 99 Walker Street
North Sydney NSW 2060
AUSTRALIA

F: (02) 9959 5795
T: (02) 8458 4200
www.bisoxfordeconomics.com.au

& BIS OXFORD

5 ECONOMICS

N
mF



