











NORTHERN TERRITORY

Northern Territory (NT) shows a
pattern where transfers for houses
increased in both p2021 and p2022,
while transfers for attached dwellings
in Darwin fell for p2021, then rose in
p2022. Chart 28 shows the raw data
for transfers. It's notable that the most
volatile category is for attached dwell-
ings in Darwin, which started at parity
with houses in Darwin in p2016, then
declined through to p2019.

The trends for the categories
are shown in Chart 29. This shows
the highest level of growth was for
attached dwellings in Darwin in
p2022, though all four categories
showed growth in that period. How-
ever p2021 shows that both house
categories grew, while both attached
dwelling categories declined.

The effect of this on the proportion
of each category is shown in Chart
30. There is a clearly established
trend where dwellings inside Darwin

are increasing in proportion, though
houses outside Darwin did surge

in p2021. Most notably, in contrast

to most states, the proportion of
attached dwellings outside the capital
city is declining.

Chart 31 which shows the quar-
ter-on-corresponding-quarter growth
for categories does depart from
the pattern of the states. While the
expected peak is yet again present
in June quarter 2021, in this case
including both houses in Darwin and
outside Darwin as well. However, this
is followed by a second, higher peak
for attached dwellings inside Darwin
for September quarter 2021. It is
also noticeable that while the other
three categories saw growth decline
sharply for December quarter 2021
and March quarter 2022, this category
maintained growth above 70% for
both those quarters.
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CONCLUSION

As HNN said in our introduction
to this article, our intent in taking this
deep dive into state-by-state ABS
statistics on dwelling transfers was to
provide some sense of how markets
reacted to the stresses of the pan-
demic, in order to give a better pic-
ture of what is to come in FY2022/23.

The core issue, as was mentioned
above, is whether the catastrophic
change of the pandemicis a "blip”
that will see markets gravitate back
to conditions prior to the pandemic,
or if it has instead resulted in funda-
mental change through the removal
of established barriers — essentially a
speeding up of inevitable changes.
The trigger

One identifiable trend across all
of the states and territories has been
a surge in transfers during the June

quarter (April, May and June) of 2021.

For the majority of regions, this was
a peak, with the numbers of transfers
in the adjoining quarters, March and
September, rising as well.

The cause of this surge in trans-
fers is likely a combination of factors.
Firstly, this was right at the beginning
of the advent of the Delta variant of
COVID-19 into Australia — the first
case was detected around 4 June
2021. This came about as the country
moved through a succession of lock-
downs as illustrated by this diagram
from the ABS:

Secondly, this was also the time it
became evident the Australian federal
government had not obtained an
adequate supply of COVID-19 vac-
cines. The early targets by the govern-
ment, such as five million vaccinated
by March 2021, had failed. It was not
until October that Australia managed
to vaccinate half its population — well
after Delta had caused additional
lockdowns.

Thirdly, the June quarter of 2021
was when it became evident that Aus-
tralia was in the midst of a housing
price boom, as illustrated by Chart 32.

It's interesting to note that price
index increases remained in a rela-
tively tight band for both the March
and June quarters of 2021, but from
the September quarter of that year
onwards there was a broader spread
to price increases.

Consequences

The belief that house buying has
accelerated in response to the pan-
demic has some facts to back it up,
especially in VIC. However, in both
NSW and QLD, it is evident that
attached dwellings continue to attract
buyers.

What is almost universally true,
however, is that there has been a
substantial increase in transfers for
dwellings in areas outside of state
capital cities.

However, this is likely to be a com-
plex effect. Moving outside of lock-
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down regions might be part of the
stimulus, but it could also be the need
to seek less expensive properties to
buy. And, of course, part of what con-
tributes to that move to the regions is
another effect from the pandemic, the
development of increased working
from home, cutting down on com-
mute times, and making more remote
living possible.
The changes

The first quarter of FY2022/23 is
likely to be a somewhat rough ride
for the economy. It is entering the
unlovely state where interest rates are
set to rise by at least 0.75% and more
likely close to 1.1%, while inflation
continues at close to 5.0% and the
supply chain, for petrol and groceries
— especially vegetables — continues
to be constricted. Added to that are

expected higher prices for electricity.

In those conditions, household
formation may not only fall, but
actually contract. Australia is also in
the “hollow” of dwelling purchases
through immigration — as the Austral-
ian Construction Industry Forum has
pointed out, it takes about two years
from arrival before immigrants are
ready to buy a house, which means
a decline from, roughly, March 2022
through to June 2024.

As house prices continue to drop
through the rest of 2022 — as is prob-
able — and families find themselves
close to being “underwater” in terms
of their mortgage valuation versus
current valuation, it is likely there
will an increase in forced sales into a
market with lower demand, further
deflating prices.
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Additionally, in the near future
of two years or so, if the pandemic
remains contained, it's likely that
many families will conclude they have
over-invested in their homes. That will
depend in part on what happens to
wage rises. This has developed into a
complex situation, with a number of
micro-economic factors at work.

For example, many employers are
operating in an under-staffed envi-
ronment, because to attract new staff
they would have to raise wages. How-
ever, wage rises for new staff would
trigger wage rises for most existing

staff — which have been held down for

the past eight years — and employers
cannot afford this.

The general prognosis would
be that while growth in hardware
retail revenues may slow, it's unlikely

that they will fall by much from the
highs of the past two years. How-
ever, that story may change sharply
in FY2024/25, and the market may
retreat, or diversify in unexpected
ways.

The biggest problem facing the
Australian economy at the moment
—and therefore hardware retailers as
well —is what we might term “per-
sistency bias”. Despite more than
two decades of watching businesses
and economic sectors persist in
past practices until they fail in spec-
tacular fashion, Australia and many
other regions continue to not really
believe in change until it has already
happened. This failure to effectively
forecast, listen to forecasts and plan
consequentially has forced an enor-
mous cost on the economy.
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