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MANAGING DIRECTOR

In a national newspaper article published in early March
2023, we were described as being “perennially bullish”.
The article focussed on the state of the Australian real
estate market, quoting a number of economists and yours
truly. We were quoted as saying that we expected a
strong month of trading in March given that we'd seen

buying activity building for the past three months or so.

We certainly take no offence by the description given to
us - the journalist is one of the best real estate journalists
in the country. What we were saying went against all
expectations. To most, it didn't make any sense at all.
And when we would speak to journalists and other
commentators and describe what we were seeing, we

were naturally met with a healthy level of scepticism.

The basis upon which we concluded that the market in
general was lifting, was both anecdotal and statistical.
The anecdotal being the stories, the reactions, and the
“gut feel” we were experiencing. When there’s consistency
of surprise from our members when they're reporting
their sales results, our antenna immediately goes up! The
statistical information over this period supported the
anecdotal trends, and gave us confidence that such a

turnaround was genuinely occurring.

One of the most powerful changes that's taken place in
the real estate industry over the past five years or so has
been the availability and surfacing of all sorts of data that
enables us to challenge anecdotal evidence. We integrate
data feeds from 29 data sources, and store over eight
billion records and 40 terabytes of market information.
Our 71 software and data engineers, data scientists,
product managers, digital business development
executives and technology support analysts are then able
to present all forms of data to us to help us make sense
of what's occurring. The advancement in the insights that

a real estate agency business like ours can now provide

was the basis for launching Ray White Now in May 2021.
We subsequently established our economics team, led
by Nerida Conisbee, to ensure we best understand and
communicate these insights, and consider and overlay

broader economic influences.

From December 2022 onwards, our data relating to
both early stage buyer activity (e.g. open for inspection
numbers and loan pre-approvals) to late stage activity (e.g.

auction bidder numbers) has continued to strengthen.

In terms of Australian March 2023 sales, we had a very
strong month, writing $5.8 billion. This was our best
month since May 2022 and not too far below the record-
breaking figures of March 2022. New South Wales was
particularly strong, as was Queensland and Western
Australia. There are still some inconsistencies though

across sub-markets and price points.

We were bullish earlier this year and our March sales
numbers support us taking that view. But are we
“perennially” bullish? We weren’t bullish in September
and October of 2022, in the sense that we thought that
volumes and prices would rise in the short term. But it's
important to point out that even in a market where there
are contracting volumes, and prices are dropping, we'll
remain just as vocal as we are in a strong market. There
are winners in a down market, just as there are in a rising
market. There are also losers in a down market, just as

there are in a rising market.

What we seek to be is “perennially informed”, or more
accurately, we want our customers to be perennially
informed. We edition of

Ray White Now.

hope you enjoy this

Dan White
Managing Director
Ray White Group
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We're now three months into a return to price growth
and with interest rates now possibly peaking, it looks
like this growth will continue for at least the short term.
Population growth continues to accelerate and the
ongoing construction crisis is set to result in too few

homes being built for many years to come.

Peak to trough declines ended up at 6.5 per cent,
representing a fall that was far less dramatic than the
extreme growth we saw through the pandemic. Right
now it's looking like we will be back to the pandemic peak
in the second half of 2023. In places like Adelaide and
Darwin, where prices barely moved last year, we'll be

back to peak by June.

Leading the way in the recovery are the suburbs that saw
the biggest drops during the downturn, and the biggest
increases in the pandemic. It includes suburbs like Manly
and Mosman in Sydney, Dural in the north-west of Sydney
and Cottesloe in Perth. All of these suburbs have seen
prices increase by over $60,000 since December 2022,

What could change the outlook for price growth? There's
certainly less likelihood of further drops in prices than
there was just three months ago, however the main risk
factor is the large number of low fixed price mortgages
being reset to variable rates. Ideally, households will be
well prepared for this change, particularly given rates

started rising 12 months ago.

This month we take a look at what is driving the faster
than anticipated return to price growth and estimate
when we will get back to the 2022 house price peaks in
each capital city. For our commercial property insights,
we investigate what's happening to foreign investment.
While we've seen a big fall in foreign investment in
residential property, the declines have not been as

extreme in commercial.
We hope you enjoy reading this month’s Ray White Now.

Nerida Conisbee
Chief Economist
Ray White Group
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WHEN WILL HOUSE PRICES BE
BACK TO THEIR 2022 PEAK?

Nerida Conisbee | Chief Economist, Ray White Group

We're now consistently seeing house price growth across every Australian capital city. Like every downturn, we've seen
prices fall far less than what'’s generally predicted. Housing markets almost always surprise with strength on the upside
and see far less robust declines when the market turns. It's certainly the case this cycle with peak to trough decline of
Australian capital city house prices of 6.5 per cent, compared to COVID driven price growth of 36 per cent. Leading the
way are the cities that saw the biggest falls last year. Sydney’s prices fell by 11.8 per cent last year but have increased
4.1 per cent since December. Melbourne dropped by nine per cent but is now up three per cent.

House prices have now been rising for three consecutive months, suggesting that this is more than just a one off
change in market conditions. Given the complexity of property markets, the increase is not unexpected. Rents are now
rising at their fastest pace ever recorded, driven by an imbalance in supply and demand. This imbalance is now flowing
through to house prices. There's a shortage of properties for sale, as well as a shortage of new homes being built. At
the same time, population growth is back to pre-pandemic levels. It may be more expensive and difficult to get finance
but this is being offset by not enough homes.

The shortage of homes will not be fixed quickly. With prices recovering, we're likely to see the number of homes for
sale increase but the number of new homes remain constrained. A report recently released by the National Housing
and Finance Investment Corporation (NHFIC) has calculated that Australia will have a shortage of 100,000 homes over
the next four years. Ensuring adequate housing supply is the most effective way to ensure housing affordability, both
for renters and buyers. Prices and rents are unlikely to drop again any time soon.

If prices continue to rise at their current levels, when can we expect them to be back to their 2022 peak? Assuming that
the rate of price growth continues as it has over the past three months, Australian median house prices will be back to
where they were at the peak of 2022 in September 2023. The cities that are expected to get back to peak quicker are
Darwin and Adelaide. Sydney, Melbourne and Hobart are expected to take a bit longer but would still hit that level in
October 2023.

These dates could change however. We're now likely at the peak of interest rates and if they start to come down this
year, this will accelerate price growth, particularly in cities like Melbourne and Sydney. More negatively, if unemployment
starts to rise, this could slow the pace of change.

Image: 29 Edmund Street, Lindfield proudly marketed by Lisa Davies of Ray White Roseville.



Australian house prices increased again in March

Meoval House Price Index, Australian capital cities
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FOREIGN INVESTMENT

INTO AUSTRALIAN
COMMERCIAL PROPERTY

Vanessa Rader | Head of Research, Ray White Group

There’s been much said about the current uncertainty surrounding the global banking situation and the potential
impacts for the broader economy. Latest data from Treasury surrounding foreign investment into Australia has been
released for the quarter, ending December 2022, which shows a continued commitment to property investment from
offshore groups. With the increased cost of finance and recent developments regarding the accessibility of funds, will
we see these strong levels of foreign buyer demand continue?

During the December 2022 quarter, commercial property was the largest industry sector requiring Foreign Investment
Review Board (FIRB) approval. The values of approvals recorded were $19.3 billion ahead of “finance and insurance”
and “manufacturing, electricity and gas’, both recording $12.9 billion, while residential property sat at just $1.4 billion.
Office and industrial were the most active asset types transacted over this period, while investment into retail and
development sites had increased on the prior quarter.

Value of approved investment by country
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The United States continued to be the most active source of investment capital into Australia, growing 45.2 per cent
compared to the prior quarter. Historically, the US is the largest investor of commercial property into Australia, last
year (2021/22) purchasing $118.9 billion worth up from $57 billion in 2020/21. Canada is also a strong investor into
Australian property, with a strong appetite for quality, trophy CBD office assets. Given the weight of funds available via
Canadian pension funds and listed vehicles, we've seen fluctuating results inline with the larger sales Canadian funds
are known to be involved in. It's anticipated that financing will become a stumbling block for some larger institutional
vehicles, which may see a stabilisation of investment out of North America.

Singapore has picked up their investment over the last 18 months, particularly in the hotel and leisure sector. Over
the September and December quarters, investment remained stable, totalling $10 billion, after $24 billion in sales
during the prior financial year. China/Hong Kong's investment into commercial has decreased over the past few years,
however, this current quarter has shown strong results with retail and hotel being the asset type of interest.

Also in Asia, South Korea is a market which has been increasing its holdings into Australia, across all asset classes.
This period, we've seen $4.2 billion in investment already, approaching the full 2021/22 results of $4.5 billion. These
markets are anticipated to continue to seek out investment opportunities this year and may favour the Australian
market to the North American and European markets given banking uncertainty. Japan may continue its quiet start to
the financial year, with just $1.4 billion changing hands in 2022/23 after achieving $7.1 billion the year prior.

Across the residential market, China and Hong Kong are the greatest investors into property, with this tipped to
increase during the first half of this year given the change in online student learning in China, which has already seen
an uptick in foreign student numbers and demand to purchase increase.

Europe has been reducing their investment into Australia more recently, which is expected to continue during this
year as the banking crisis unfolds. The United Kingdom has only recorded $700 million in sales during the December
quarter, with full year results anticipated well behind the $6.5 billion recorded in 2021/22. Markets such as Germany
have been quiet this financial year with Spain and Czech Republic showing some increase in investment across various
smaller assets.
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WHY SELL NOW?

Bianca Denham | Head of Performance and Recognition, Ray White Group

With the encouraging data released on property price rises since December 2022, you
might expect to see a bigger surge in new listings, however the anecdotal evidence from
across the network is that there’s still some hesitation from sellers in the light of the media
speculation around the impact of interest rate rises.

My theory is that there’s a natural lag that exists as the market swings from one part of
the cycle to the next, and it doesn'’t feel like that long ago that we were seeing heavy
price shifts in the bigger cities of Sydney, Melbourne and Canberra. The complexities of
the economic landscape mean that there’s still a fair amount of negative media coverage
which we know has a big impact on buyer and seller sentiment. This is an example of the
perception of the facts not actually being the reality of the facts.

With the clocks winding back and the days getting shorter, the temptation for some sellers
is to batten down the hatches and wait it out until spring, although that may be a missed
opportunity. In this breath, between the perception of a tougher market and the realisation
of more positive selling conditions, there's the chance to capitalise on competing with
fewer similar properties. If you've ever heard about selling in isolation versus selling in
competition, there’s a clear advantage to selling when there’s less choice for buyers -
more eyeballs and inspections per property means greater likelihood of multiple offers and
therefore a premium price.

As with last month’s report, inspection numbers are climbing against the same period last
year and we're now seeing 24 per cent more people through our open homes. Buyers are
out, prices are increasing, interest rates are on hold. There are some very positive reasons
to sell now!
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CASH RATE'ON HOLD IN'APRIL:
WHAT IS A CASH RATE AND
WHAT DOES IT MEAN FOR ME?

Andrew Thompson | National Director, Loan Market Group

After its April board meeting, the Reserve Bank of Australia (RBA) decided to hold the cash rate for the first time since May
2022. The cash rate remains at 3.6 per cent. This could provide some reprieve to households that have experienced regular

hikes to their interest rates over the last 12 months.

It's been well reported the cash rate has been going up, and with it interest rates for home loans. But what's the connection

between the two? And what exactly is the cash rate? | break down how it could actually impact you.

What is a cash rate?

The cash rate is an interest rate set by the RBA that determines what banks and lenders pay to borrow money overnight.
This then gets passed down to the consumer through the bank or lender’s own interest rates, both for loans and deposits
such as savings accounts.

What is the RBA and why does it set the cash rate?

The RBA is Australia’s central bank, made up of a board of members appointed by the Treasurer. It drives monetary policy

for the nation with the aim to encourage economic stability, employment and prosperity for Australians. It aims to meet its

inflation target and maintain a strong financial system, as well as issuing the country’s banknotes.

12 Image: 29 Edmund Street, Lindfield proudly marketed by Lisa Davies of Ray White Roseville.



The board meets on the first Tuesday of every month (except January) to discuss policy and potentially change the cash rate.

Why would they change it? There are a number of factors. For example, if inflation is above target, increasing the cash rate
could help cool down spending by households, which could help bring inflation back down. If unemployment is too high,

decreasing the cash rate could encourage more investment and spending to create more jobs.

How does the cash rate impact me?

The cash rate is one of the main factors influencing the interest rates the banks charge on home loans and place on savings.
If the cash rate goes up, variable rates on loans usually also go up, meaning if you have a variable-rate home loan, your
repayments would increase. Usually savings interest rates also increase, meaning money you have in a savings account could

accrue more interest (depending on the bank).

However, it's important to note the cash rate is not the only determining factor of interest rates. Other factors include
funding costs (the cost for the lender to borrow money - where the cash rate plays a role), competition from other banks and

risk of default (if a loan is considered riskier, it's likely it will attract a higher interest rate).

The information provided in this article is on the understanding that it is for illustrative and discussion purposes only. Whilst all care and attention is taken
in its preparation any party seeking to rely on its content or otherwise should make their own enquiries and research to ensure its relevance to your specific
personal and business requirements and circumstances. Terms, conditions, fees and charges may apply. Normal lending criteria apply. Rates subject to change.
Approved applicants only.
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ABOUT RAY WHITE

Ray White is a fourth generation family owned and led business. It was established in 1902 in the small Queensland
country town of Crows Nest, and has grown into Australasia’s most successful real estate business, with more than 230
franchised offices across Australia, New Zealand, Indonesia and Hong Kong.

Ray White today spans residential, commercial and rural property as well as marine and other specialist businesses.
Now more than ever, the depth of experience and the breadth of Australasia’s largest real estate group brings unrivalled
value to our customers. A group that has thrived through many periods of volatility, and one that will provide the strongest
level of support to enable its customers make the best real estate decisions.
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Ray White’s first auction house, ‘The Shed’ Crows Nest, Queensland.



Nerida Conisbee Jordan Tormey
Chief Economist Data Analyst

Vanessa Rader William Clark
Head of Research Data Analyst

15



Loan
RayWhite RayWhite Market

raywhite.com raywhitecommercial.com loanmarket.com.au

© Ray White Real Estate Partnership Australia 2022 Version 55 - April 2023



