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Rates Reduced

Home buyers are likely to have more borrowing capacity following the Reserve Bank of
Australia’s move to cut interest rates at its first meeting for 2025.

The RBA cut interest rates by 0.25%, dropping the official cash rate to 4.1%. It is the first
rate cut since November 2020.

A number of Australia’s leading banks had already made cuts to fixed rates in the past
month in anticipation of the move, and Westpac cut its variable rate by 0.4% on the eve of
the RBA meeting.

The RBA cut is the first change in rates since November 2023, when rates were raised to
4.35%.

According to Canstar, the rate cut will reduce weekly repayments by $92 for borrowers
with a loan of $600,000. A weekly repayment on a $750,000 loan will drop by $115.

NAB, Westpac, Commonwealth Bank and ANZ have already announced they will pass on
the full rate cut, although it can take up to two weeks for changes to be implemented by
some banks.
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Vacancy Rates

Vacancy rates continue to remain tight throughout Australia, falling again in January to just
1%.

SQM Research data says vacancy rates reduced by 0.5% in January, which is traditionally
a busy month in the rental market as workers and students relocate for the start of the
business and school year. The drop means there are only 31,822 available for rent, and
SQM Research managing director, Louis Christopher predicts further tightening.

“It looked like there was an easing in the vacancy rate at the end of 2024 and we were
coming out of the rental crisis, but that’s not the case now,” he says.

“The rental vacancy rates have tightened up once again to some of the worst numbers
we’ve seen during this rental crisis.”

Christopher says the vacancy rate in Hobart is just 0.3%, which is the lowest since SQM
Research began keeping records in 2005. The smaller capital cities are feeling the pinch
with Perth (0.4%), Adelaide, (0.5%) and Brisbane, (0.8%) also below the national level.
Darwin is 1.1%, Canberra, 1.3%, Sydney, 1.4% and Melbourne 1.5%

Despite the tightening of vacancy rates, the median average weekly asking rent of houses
is unchanged at $718, and units are down 1.2% to $557.

Quote Of The Week

“With demand skewing towards the more affordable end of the market, it’s not
surprising to see value growth shift away from the capitals, towards the regions, as
cash-strapped buyers look further afield for more affordable markets.”

CoreLogic economist Kaytlin Ezzy




Buyers Borrow More

The average size of owner-occupier loans has hit an all-time
high.

New Australian Bureau of Statistics data shows the average
loan is now $666,000, following a $25,000 increase in the last
quarter of 2024. It is 4% higher year on year. As property
prices continue to rise so too has the value of loans to
investors, reaching an all-time high of $674,000 following a
$25,000 increase over the last quarter of the year.

First-time buyers are also becoming more active with the
number of new owner-occupier first-home buyer loans up 1.3%
during the quarter.

Dr Mish Tan, ABS head of finance statistics, said that in the
December quarter, there were 48,876 new investment loans
approved. Investors are particularly active in Western Australia
with loans up 55.9% in the past 12 months, while Queensland
is up 40.9% and South Australia is up 40.7%.

The largest increase in the value of investment loans is in
Queensland (+19.6%), Victoria (+12.3%) and New South
Wales (+10.6%).
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Regions Still Firing

HECS No Barrier

Having a university HECS debt will no longer be seen as a
major barrier by banks to entering the property market.

At the urging of the Federal Treasurer, APRA, the financial
regulator, will tell banks they can exclude HECS repayments
from serviceability assessments for home loans if the debt is to
be paid off in the short term. In these circumstances, it will be
excluded from debt-to-income reporting purposes.

Previously, banks had some issues when lending to borrowers
with HECS debts as repayments of those loans change as the
borrower’'s income changes. Australian Banking Association
chief executive Anna Bligh says the changes may unlock more
credit for some borrowers while Treasurer Jim Chalmers
believes it will help more young Australians buy a home.

"We need to recognise that student debt is different to other
kinds of debt," he says. "We want to make sure that people
with student debt aren't disadvantaged when it comes to
getting a mortgage."

About 3 million Australians have a HECS debt, with the
average debt being $22,000.

Regional property markets are still firing, with new data showing values are growing faster than capital city markets.

In the three months to January, property values rose in almost three-quarters (72.6%) of regional suburbs and about half (51.4%)of
capital city suburbs, according to CorelLogic data. CoreLogic economist Kaytlin Ezzy says affordability pressures are continuing to
push more buyers into regional areas.

“With demand skewing towards the more affordable end of the market, it's not surprising to see value growth shift away from the
capitals, towards the regions, as cash-strapped buyers look further afield for more affordable markets,” Ezzy says. And even within
the regional markets, buyers are looking for bargains with strong demand in the most affordable quartile, driving values up by 9.4%
in 2024.

Ezzy says the ongoing demand for regional properties shows that the remote and hybrid work model is here to stay.

“With more people able to prioritise lifestyle over job location, the flow of internal migrants to regional markets has settled higher
than the levels seen pre-Covid, helping to support housing demand.”



