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Property

Rising costs set
to push up price
of off-plan units

Nila Sweeney

©Off-the-plan apartment prices in some
Melbourne suburbs could go up by as
‘much as 25 per cent over the next year
as developers adjust pricing amid
rising costs and increasing demand,
property advisory firm Charter Keck
Cramer says.

“Prices will recalibrate upwards, and
Ithink in about 12 months, it's going to
be across the entire Melbourne apart-
‘ment market,” said Richard Temlett,
Charter Keck Cramer’s national execut-
ive director.

“In certain areas, depending on the
developer and project, buyers can
expect to pay between 15 per cent and
25 per cent, even more in some cases.
That's certainly where the market is
going and evolving,”

Developers will have to increase
prices to offset the rising land values
and construction costs so they can con-
tinue delivering apartment projects.
But many remained reluctant to raise
prices amid low consumer sentiment
and higher interest rates, he said.

“Many developers are still very wor-

ried about increasing prices. And I'm
encouraging them to be a bit more
brave because there are sound funda-
mental reasons to support price
increases,” he said.

“The development industry needs to
realise that over the next six to 12
months, they can increase prices in a
lot of areas and will still be met with a
deeper pool of buyers. In fact, it's
already happening in some projects.”

Charter Keck Cramer’s analysis of a
sample of off-the-plan apartment pro-
jects across various locations in Mel-
bourne shows that several of those
released this year have increased their
prices by 15 per cent to 25 per cent com-
pared to pre-COVID prices of apart
ments in earlier stages of the same
development or in comparable projects
in the same locations.

The study spanned 10 suburbs in the
middle ring areas, and consisted of
three apartment projects on average.

“The price gains were submarket
specific, but those that posted large
increases were not high-end landmark
projects, they were quality owner-
occupier stock in the suburbs,” Mr
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Temlett said. “Interestingly, the market
is accepting those price increases,
albeitataslow rate. Buyers understand
what's happening with costs and
‘what's happening in the market, and
they are prepared to pay a higher rate.
“So these are demonstrable exam-
ples of apartment prices reverting
upwards. I think there’s going to be an
increase in demand for such dwellings
because were not building enough

Charter Keck Cramer's
Richard Temlett says:
“Prices will recalibrate
upwards”

houses or apartments.”

The advisory firm
predicts that Mel-
bourne’s  apartment
supply is set to slump
by 7900 units, or 65.3
per cent, by 2025.

Mr Temlett said the
rapid interest rate
increases, substantial
rise in construction costs and volatile
consumer sentiment have made many
apartment projects unfeasible and led
to very slow sales rates.

Meanwhile, the 4 percentage point
interest rate rise since May last year has
slashed buying power by more than
40 per cent.

But these factors also opened up a
very large but slightly different buyer
and renter pool over the year, he said.

“With rapid rate rises, there is anti-
cipated to be a ‘shuffle’ downwards or
trade-off, where many buyers are
forced to trade into medium and
higher-density dwellings as dictated by
their revised finances,” Mr Temlett
said.

“Many people are still willing to buy,
but they cant afford to buy a
standalone house because of affordab-
ility, so more will either be forced tolive
in apartments or will embrace apart
ment living.”

The price premium of houses over
apartments has widened to 60 per cent
despite a 9 per cent house price drop
from the peak. Since March 2022,
house prices are still 15 per cent higher
than pre-COVID and are poised to con-
tinue rising.

“With rapidly rising rents, some
renters may decide to buy and pay offa
mortgage given that rental repayments
may be similar to mortgage repay-
ments in some markets and across
various product types,” Mr Temlett
said.

“These potential buyers are likely to
seek the most affordable product type,
which will be apartments.”

Mr Temlett said while conditions in
the build-to-sell apartment market
were arguably the toughest they have
ever been, the sector will continue to
improve,

“We believe that the RBA is close to
the top of the rate-tightening cycle.
‘When rates stabilise, we expect market
demand will start to be expressed and
sales rates will accelerate,” he said.

“When rates start to be cut, there is
anticipated to be an extremely elastic
response across the entire housing
market, with the apartment market
well poised to benefit.”
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NATI”NAL INVESTMENT SALES

NEW BRISBANE CHILDCARE ASSET
15 YEAR NET LEASE TO 2038

g 3 Sams Way, Marsden (Brisbane) QLD

FOR SALE VIA EXPRESSIONS OF INTEREST | CLOSING 9TH AUGUST 2023 AT 5PM

+61 408 072 822

+ Brand new 15 year net lease to 2038 + options to 2058 with fixed 3% increases

+ Marsden ELC - Successful multi-centre childcare provider with high occupancy rates
+ Significant 2,760 sgm™ cnr site improved by state-of-the-art 120 place facility

+ Ideal location 455 m* to Burrowes State Primary School & 10 schools within 3 km*
+ Newly completed in June 2023 offering significant tax depreciation benefits

+ Net Lease - Tenant pays all usual outgoings inc. Land Tax & Management Fees

+ Net Income $420,000 pa* + GST

TOM MORELAND

MICHAEL COLLINS +61 404 023 204
KEVIN TONG ;%883 +61 422 848 818

ST NE
BRIDGE

STRONG PERFORMING CHILDCARE
BRAND NEW 15 YEAR LEASE T0 2038

52 20-22 Orara Avenue, Bribie Island (Sunshine Coast) QLD

FOR SALE VIA NATIONAL PORTFOLIO AUCTION | TUESDAY, 8TH AUGUST 2023 AT 11AM

+61 408 072 822

+ Brand new 15 year net lease to 2038 + options to 2058 with fixed 3% increases

+ KidCademy Early Learning - Established multi-centre SE QLD provider with high occ.
+ Strong peforming 81 place facility on prime 2,059 sqm* cnr site with dual st frontage
+ Strategically located 300m* from Banksia Beach Primary School (1,200+ students)
+ Extensively refurbished in May 2022 offering huge tax depreciation benefits

+ Net Lease - Tenant pays all usual outgoings incl. Land Tax and general R&Ms

+ Net Income $250,000 pa* + GST
TOM MORELAND

MICHAEL COLLINS +61 404 023 204
JAMES FREEMANTLE +61 421 140 876

STNE
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