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THE RACE TO ZERO
It is now dawning on Australia that we may
not have just joined the international socalled ‘race to the bottom’ (economically
speaking), but that we may indeed not be
too far from the lead.
Our international trade imbalance has
blown out massively, unemployment is
rising, the mining sector Golden Goose
appears somewhat cooked, and most
sobering of all, our government’s unbridled
magnanimity has every full time employed
Australian in debt to the tune of $20,000
(from less than zero in 2007).
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Home Truth

That’s the bad news. The good news
is that as Australia’s true economic
reality pervades the masses, the RBA is
changing tack and now openly challenging
the government refrain that we’re okay.
We may well see tangible evidence of the
RBA’s change of heart as early as Tuesday
next week, the first day it can cut interest
rates further from the present already near
record low 3%. Money markets are calling
a 2% rate bottom for this year but with all
of our OECD trading partners stuck at or
around 0%, if we don’t quickly find traction
in the 2% range, down into the 1’s we will
go, down from where there is only zero.

Can you imagine what will happen to
the price of residential property in a
country with a growing population and a
benchmark interest rate of 2% or lower?

www.JohnstonDixon.com

As unlikely as 0% interest rates may seem
to us today, is it any less likely than our
3% today seemed through most of 2011
when the rate was (a then low) 4.75%, or
before the GFC at a mild 7.25% (close to
our 50 year average), or for those of you
with slightly longer memories, the bad old
17% days of the Keating government.
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Introduction
Welcome to 2013’s first edition of MOVE
Pleasingly it seems the scene is set for
a more exciting year than previous ones
across many sectors of the residential
property market. Comparing this year to
last, listing inventories are down, interest
rates well down (and likely to drop much
further), and according to most experts,
we are still not building enough quality
housing to satisfy our population growth.
Further good news for several key sectors
of our market has come in the form of
the (belated) release of findings from a
comprehensive study by an independent
team of US based hydrographers into
South-East Queensland’s catastrophic
January 2011 floods which confirm that
the flood was largely avoidable and the
result of human error.
Whilst their broadly unsurprising verdict
may need testing in the courts (through a
pending class action which if it proceeds
will be far and away Australia’s biggest),
just having the findings out in the public
domain by itself will go a long way
towards returning at least some overdue
confidence to these sectors of the market
so heavily impacted by the flooding.
Elsewhere in the market and equally
unsurprising is the fact that Property
Management remains the boom-time
story for the residential property sector.
Vacancy rates that have been holding
stubbornly at or near zero for an extended
period have been putting significant
upward pressure on rents to the point that
the number of suburbs in Brisbane where
it is cheaper to buy than rent has reached
levels not seen for decades.

