KNOWING WHEN
TO DOWNSIZE
Your Guide to Understanding the Sydney Real Estate Market
and Planning for Your Financial Future.

2017 Property
Market Update

HOW DO YOU KNOW WHEN TO
DOWNSIZE?
Downsizing can be a massive benefit to
set you up for financial success. By saving
money on your mortgage or upkeep of a
large home and putting it towards your
retirement fund, you’ll be able to enjoy
the equity that you have built up, rather
than live in a house too big for your needs.
Understanding when to downsize can be
tricky. With the Sydney property market
continuously a topic of conversation, it’s
hard to determine whether now is the right
time to sell. We break down the data and
give you real tips for building the future
you want.

WHAT IS THE PROPERTY MARKET
REALLY DOING?
While there is quite a bit of conversation
and varied opinions around the Sydney
housing market, it’s clear that prices are
at an all-time high, and there is a certain
risk involved in buying and selling in this
market. In fact, Sydney’s housing market
was just named one of the riskiest in
the world, ranking fourth in an index of
major cities facing the threat of a housing
bubble. “House prices of the cities within
the bubble risk zone have increased by 50%
on average since 2011”, UBS noted. Other
large cities noted in the report had only
seen an average growth of 13%.

This ranking is a bit of a shock,
considering Sydney was at the bottom of
a list of APAC cities in 2012, and has now
moved to the top of the ranking in just
four years. Figures from the Australian
Bureau of Statistics (ABS) in Q2 showed
Australia’s housing price increase had
eased to its slowest growth rate in more
than three years, with Sydney’s prices
rising just over 3% from January 2016 to
June 2016, down from 9.7% from March
2015 to March 2016. While the rate of
growth has eased, Sydney’s auction rates
remain stable at more than 80% sold, with
agents reporting a lack of new listings
compared to 12 months ago.
While growth conditions remain strong in
both Sydney and Melbourne, the annual
trend rate of growth has been easing
since Q2 2016.
The continued growth in house prices is
likely being caused by the decrease in
supply. Inventory continues to decrease,
keeping prices at a stable height.
However, the fear of the housing bubble
is very real in the minds of sellers and
agents alike. There is an incredibly low
number of homes being advertised for
sale which is creating a level of urgency
amongst buyers, supporting the
pressure on price. The total number of
listings in Sydney remains below 20,000
and the number of newly advertised
properties added to the market last
month was more than 20% lower than
12 months prior.

THE OUTLOOK
GOOD TIME TO BUY

With home prices at an all-time
high, inventory low, and the price
growth starting to slow, now is
the perfect time to sell.
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The outlook on Sydney’s property
market is becoming less
optimistic than years prior.
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Based on a recent CoreLogic RP
Data survey, out of a total 1,006
responses received from across
the country, only 29.7% indicated
that now was a good time to buy
in Sydney.
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On the flip side, a whopping
82.8% of respondents indicated
that now was a good time to
sell Sydney property, marginally
shading Melbourne at 76.4%.
“Dwelling values have risen by
almost 50% in Sydney over the
current growth cycle to date and
Melbourne values are 35% higher”,
noted CoreLogic RP Data.
“Respondents in these areas
are likely in tune with how strong
housing market conditions have
been in these locations and the
opportunity to profit take after
such strong capital gains.”

21.8%

After seeing such tremendous price growth in Sydney, potential sellers are becoming wary
that prices could potentially come down just as quickly as they went up. Nearly 70% of
survey respondents indicated that Sydney property was vulnerable to a significant correction
in values, a figure actually below the 75% level of the previous quarter.
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Sellers across Australia are displaying confidence in rising property markets by asking
buyers to dig deep for higher asking prices. The great majority of Australian vendors have
upped their price demands over the past 12 months in every capital city.
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The latest index scores for the housing markets show that Sydney is currently the fourth
largest housing bubble globally, outranked by Vancouver, London and Stockholm.
Damien Boey and Hasan Tevfik, research analysts at Credit Suisse, share a similar view to UBS,
stating that “Australian property is currently a riskier proposition than Australian stocks.”
It’s clear that confidence in the Sydney housing market is decreasing.
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Sellers in Sydney are listing their properties for more than 10% more than they were just
12 months ago, a staggering statistic when you look at the overall increase in property
values. Sydney sellers upped their asking price 2% to a median of $1,031,911 in Q3 alone.

Sydney

WHAT FACTORS SHOULD
YOU CONSIDER WHEN
DECIDING TO DOWNSIZE?
Downsizing looks different for
everyone. It may simply mean
moving into a smaller home, or
it may mean the convenience of
living close to the city amenities
such as museums, theatres,
hospitals and restaurants.
It could possibily mean a
quieter experience for those
who choose to head for the
coast to enjoy water views and
sunshine year round.
One thing is clear - downsizing
has a number of benefits.
A smaller property can be less
expensive, thus reducing your
mortgage or enlarging your
retirement fund. It can leave
you with more discretionary
income to spend on your family
and the activities you love.
Also, it will almost always be
easier and less expensive to
maintain a downsized home.

Asking
Price
Index

Q3
Median

Quarter
Change

Annual
Change

Sydney

$1,031,911

2.0%

9.2%

Melbourne

$685,954

1.4%

10.3%

Brisbane

$516,401

0.2%

4.2%

Adelaide

$510,755

0.6%

5.5%

Perth
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0.0%

-4.0%

Hobart
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$650,364

0.0%
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If you’re thinking of selling
your home to improve your
retirement lifestyle, there many
questions to ask yourself before
making the move.
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BENEFITS OF DOWNSIZING
§§ Selling your larger property and
buying a smaller property can give
you a change in lifestyle
§§ It could allow you to say goodbye to
mortgage payments
§§ You could use leftover profit for
travel or living improvements
§§ You can free yourself of the
shackles of all that ‘stuff’ collected
over the last 25 years
§§ It gives you the chance to change
your decorating style
§§ There will probably be fewer rooms
to clean in the new abode
§§ Smaller annual household bills
§§ It might enable you to live closer
to family and friends
§§ If moving to a warmer climate it can
aid health

RUN THE NUMBERS
Up to the end of this financial year, if
under age 65, you can use the carried
forward rule of non-concessional
contributions into your super up to
$540,000 for each individual. This will
reduce with the carried forward rule to
only $300,000 after 1 July 2017.

Also, many people with a mortgage
often go into retirement with debt.
By thinking about retirement now and
paying off any debt, you are able to
start saving for your future. If there is
a downward movement in the Sydney
property market, likely a strong
prediction, many may not have the
retirement funds that they anticipated.

WE’RE HERE
TO HELP.

Illustrating tangible financial benefits
is a great way to understand the value
of downsizing. If there are things or
experiences you’ve always wanted,
a lifestyle change could be the right
next move for you and your loved
ones. To understand the full financial
impact that downsizing can have
for you, talk to one of our financial
advisors today.
More4Life has an end to end
process to guide you through the
complications of down sizing. We
connect you with the best real estate
agent to get the best price for your
current home, connect you with a
buyers’ agent to source a suitable new
home, and finally, build a financial plan
to ensure your money will last.

Some people decide not to downsize,
relying on aged pension, while others
have their adult children inherit there
home. But the trade off of downsizing
can be an entirely better way of living,
easier upkeep and a healthier lifestyle.
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