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An Overview of
Housing Affordability Problem

in Australia

Nelson Chan
(Senior Lecturer, School of Economics and

Finance, University of Western Sydney)

Australia is a unique country. It
occupies one whole continent which also
happens to be the largest island in the
world. With a land area of about 7.6
million  square kilometres and a
population of around 22 million, it is easy
to think that Australia does not have a
land

problem should have nothing to do with

supply problem, and housing
this lucky country. Unfortunately this is
not the case. In fact, Australia is facing a
serious housing problem.

the 7th Annual

International

According  to
Demographia Housing
Affordability Survey, Australia is ranked
No. 2 in the least affordable nations, and
housing in 5 major cities is severely
unaffordable. The current median housing
price in Sydney is $500,000 and
$465,000 in Melbourne.

The main reason for Australia’s
housing affordability problem is that, in
the past decade, house prices have been
increasing at a rate faster than income
levels. High house prices also lead to high
rents and many people cannot afford to
rent a property. Take Sydney as an

example, key workers are being priced out
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of the private rental and home buyer
The

following table shows the rental stress

markets due to price increases.

faced by key workers in Sydney.

position Average | % of single
weekly | salary needed
salary | to pay rent

Architects, $1265 47%

surveyors

School $1336 44%

teacher

The fundamental cause of declining
housing affordability is that demand has
outstripped supply, leading to a housing
shortage. In 2009 this shortfall of supply
to demand was estimated to be 640,600
dwellings, which is equal to 14.9% of
dwellings nationally. The following graph
illustrates the shortage of supply over
demand.
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is indeed caused by the fundamental fact
that demand outstrips supply, there are
other issues leading to the problem.

It is obvious that the solution to the
by

increasing supply. However, it is not easy

affordability problem is

housing

to achieve the goal. Assuming measures

have been introduced to stimulate

housing supply, it is still impossible to
have large scale increase in housing supply
in short time. In the March quarter of

2011, building approval was given to



13130 dwelling units. Assuming this rate
of production can be maintained
throughout the year, the annual house
production is 52,520 units. At this rate of
annual house construction, it will take at
least 12 years to fill the current gap of
640,600 dwellings, not to

mention

further demand due to population growth.

Accordingly, it is envisaged that house
prices and rents will continue to rise in
the next 10 years. More young people are
forced to stay with their parents and that
the queue for public housing will be

getting longer.
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