
 

 

Key points 

 The key drivers of expensive housing in Australia have been 
low interest rates and a chronic housing supply shortfall. 

 Thankfully Australian governments are now focussing on 
boosting supply, but this will face various constraints and 
more effort needs to be put into decentralisation. 

 The role of high immigration levels (now about 500,000 per 
annum) can’t be ignored. On our estimates it needs to be 
cut back to nearer 200,000 people a year to line up with 
building industry capacity & to reduce the supply shortfall.   

Introduction 

For years now there has been much discussion about poor housing 

affordability in Australia but debate about how immigration contributes 

to this issue is often lacking. For a country with abundant land, it’s ironic 

that housing affordability is so poor. Much of the focus has been on 

grants and other means to make it easier for first time buyers to get a 

loan or on rent subsidies. But of course, this just boosts demand making 

affordability worse. In recent times, there seems to be more recognition 

of constraints on the supply side. But surging immigration levels could 

easily overwhelm these efforts and lead to an even worse situation. 

Australia’s surging population 

March quarter data showed that Australia’s population rose by 563,000 

or 2.2% over 12 months, with 454,000 of that coming from immigration. 

Permanent and long-term arrival data up to July suggest that the surge in 

immigration is continuing and we are on track for net immigration of 

500,000 or more in the last financial year.  

 

Source: ABS, AMP 

This would take population growth to 2.5% in 2022-23, its fastest since 

the 1950s. Note the next chart assumes net immigration falls to 315,000 

this financial year and 260,000 thereafter as consistent with the May 

Budget projections, but budget immigration projections have been very 

unreliable. For example, net immigration for 2022-23 was projected to be 

180,000 in the March 2022 Budget, 235,000 in the October 2022 Budget 

and 400,000 in the May Budget but now looks like 500,000 or more. 

 

Source: RBA, ABS, AMP 

Some of the surge is catch up after the pandemic slump. It will help boost 

GDP growth and immigration makes for a more dynamic economy. But 

what really counts for living standards is per capita GDP (and it’s going 

backwards) & surging immigration is making the housing shortage worse. 

Poor housing affordability 

At its core, housing affordability is determined by home prices, income 

levels, and interest rates. Whichever way you cut it housing affordability 

has deteriorated massively in recent decades.  

• The ratio of home prices to wages and household income (which 

allows for the rise of two income families) has surged since the 1980s. 

 

Source: ABS, CoreLogic, AMP  

• According to the 2023 Dermographia Affordability Survey, the median 

multiple of house prices to income for major cities is 8.2 times in 

Australia versus around 5 times in the UK & US. In Sydney, it’s 13.3x! 

• The share of mortgage interest as a share of household income is set 

to rise to record levels once current interest rates fully flow through. 

• Since the mid-1990s, the time taken for someone on average full-time 

earnings to save a 20% deposit has doubled from about 5 years to 10.  

Deteriorating housing affordability is something to be concerned about as 

it is driving increasing inequality and could threaten social cohesion. 
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