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Economic Update

Australian building approvals (June)

e The total number of dwelling approvals decreased by 0.7% in June. Private
sector house approvals were flat in the month. Private sector other dwelling
approvals fell by 1.4%.

Building approvals fell marginally by 0.7% in June. Despite this, we anticipate any
further downward trend in building approvals will be relatively shallow and that
numbers will most likely continue to fluctuate around current trend levels. This is
due to strong demand for housing offsetting the dampening impact of higher
interest rates. As a result, it can be expected that the softening of dwelling
investment in coming quarters will have only a marginal impact on the slowing of
domestic demand that is necessary to lower the inflation rate.

Figure 1: Australian building approvals
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Source: ABS, RBA, ANZ

After easing off highs experienced in 2003, building approvals have moved within
a relatively tight range of 12,250 to 14,500 per month for the last three years.
This is in line with the long term average of around 13,000 approvals per month.
We have not seen, and do not expect to see, the depth of the trough historically
experienced when a peak in monetary policy is reached (around 10,000 per
month). This is due to demand for housing reaching unprecedented level as the
population expands at a rapid rate and the dwelling shortage in Australia becomes
more acute (now estimated to be approaching around 200,000 homes).

Of the states, approvals in NSW continue to trend downwards, falling 1.8% in
trend terms. NSW continues to significantly under perform all other states,
posting approval levels at near 25-year lows. Approvals in Victoria were relatively
stable, posting a 0.1% increase, whereas QLD continued to fall sharply (-2.1%).
However, levels in these states still remain at, or above, long term averages. In
South Australia, approvals were up 2.4%, continuing to perform solidly and are at
trend levels not seen since the mid-1980’s. The results in other states and
territories were mixed: Tasmania recorded a decrease (-4.2%), as did Western
Australia (-2.9%) and the Northern Territory (-6.4%). Approvals in the ACT
spiked 17.4%.
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