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July 09, 2018
Minimising risk in the Perth property market
[bookmark: _bj594wlgt9lm]A perfect storm of a declining economy, the end of the mining boom, a slow employment market, low wage growth and less than 1 per cent population growth has had an alarming impact on the Western Australian property market. 
Add to that large dwelling oversupply, particularly units, and the result is negative capital growth for both houses and units in recent years.
But according to RiskWise Property Research CEO Doron Peleg, there are steps that can be taken to minimise the risk associated with the property market.
These are based on four key elements: Creating a strategic plan for dwelling demand & supply; Improving the WA economy, with a particular focus on business investment; Taking steps to improve the labour market; and Driving population growth.
“The WA economy has been declining at an alarming rate since the end of the mining boom. Over the last year, the state delivered negative GSP growth of 2.7 per cent which has been extremely detrimental to the local property market,” Mr Peleg said.
“One of the high risks for the property market lies with units in Western Australia due to oversupply and the large number still in the pipeline.”
The issue of oversupply is exacerbated by a decline in population. According to Population Australia, the Perth population has slowed since the end of the mining boom as people leave to seek work interstate. 
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In addition, while there has been recent improvement in employment, the effective unemployment is still significantly above the 10-year benchmark, and mortgage arrears sit at an alarming level.
“Therefore, the key element that will boost the property market in Western Australia and provide a sustainable demand to housing and a healthy property market is an improvement in the economy with a particular focus on local business investment,” Mr Peleg said.
[image: ]
“Clear policies are needed to investigate the benefits of a large-scale innovation fund (similar to that of Advance Queensland) and other incentives for businesses to invest and increase the employment in Western Australia. Further, some of these policies should be investigated and implemented jointly with the Federal Government. There are a number of government grants available at both a federal and state level to assist businesses. 

“The Western Australian government has also committed to a range of initiatives to support and accelerate new and emerging businesses and encourage innovation to thrive.

“An improved economy will support job growth, wage growth and therefore population growth, thereby mitigating some of the effects of oversupply as well as low demand for dwellings and, as a consequence, negative capital growth in the property market.” 
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In addition, he said a strategic plan for dwelling demand and supply should be implemented. Housing policies should include specific actions to limit the current oversupply of dwellings, particularly units, on one hand, and to ensure the appropriate level of supply in the long term. 
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“But it’s important to note that supply must be measured and addressed separately for each area (suburb, postcode or SA4) to ensure there is effective long-term planning,” Mr Peleg said. 
He suggested in the short term, stamp duty concessions for first home buyers and down-sizers be continued and further incentives for first home buyers be looked into where affordability challenges were not acute and where markets were experiencing significant declines.
Policies, such as The National Rental Affordability Scheme, which “seeks to address the shortage of affordable rental housing by offering financial incentives to the persons or entities to build and rent dwellings to low and moderate income households at below-market rates for 10 years”, should also be developed.
He said after addressing the current issues of dwelling oversupply, a long-term strategy should be put in place to include measurements to ensure sufficient and appropriate long-term supply of properties that are suitable for families with three to four bedrooms and a yard, close to school and good transport hubs.
Mr Peleg said more emphasis should be placed on planning long-term, medium-density dwellings in the middle-ring suburbs, instead of a large number of unit blocks in the inner-Perth area.
“Special attention should be placed on a strategic plan for re-zoning in key transport corridors and train lines,” he said.
Visit www.riskwiseproperty.com.au
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About RiskWise:
RiskWise Property Research was formed in 2016 with the goal of providing property risk advise and research services to help its clients make informed purchasing decisions. 
Its goal is to provide private investors, home buyers, property professionals and institutional clients with detailed risk information to support smarter decision making. Its vision is to be a global leader in property risk rating and research helping its clients to achieve deeper risk insights so they can make smarter property investment decisions.
Visit www.riskwiseproperty.com.au
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  Australia’s most innovative property research house
  0421 057 129 | Vanessa.Jones@riskwiseproperty.com.au |
  www.riskwiseproperty.com.au | Queensland, Australia  

image2.jpeg
Unemployment (2} riskwise

For Western Australia

10%
7.5%

5%

2.5%

0%
May 08 May 10 May 12 May 14 May 16 May 18

Source: RiskWise Property, ABS




image3.jpeg
Wage Growth m RISKWISE

For Western Australia

6%
45%
3%

15%

0%
Mar 08 Mar 10 Mar 12 Mar 14 Mar 16 Mar 18

Source: RiskWise Property, ABS




image4.jpeg
Dwelling Supply to Population Growth m S IoE

For Western Australia

800%
600%
400%

200%

0%

-200%
Sep09  Sep10  Septl  Sep12  Sep13  Sep14  Sep15  Sep16  Sep17

Source: RiskWise Property, ABS




image5.jpeg




image1.jpeg
Population Growth (2 riskwise

For Western Australia
5%
4%
3%
2%
1%

0%
02008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: RiskWise Property, ABS




image6.jpg
RISKWISE

PROPERTY RESEARCH

Australia’s most innovative property research house




