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Boom to become Bust? Are housing markets back on the rollercoaster?
Paul Gambles, Managing Director
I’m sure you’ve read several times recently that Australian house prices are at a precipice and will fall spectacularly
off it any time soon. Yet this doesn’t seem to have happened yet and, with the digital age’s appetite for hyperbole, we
could be forgiven for thinking it’s a load of hot air.
The problem is that, if you analyse all the indicators, everything points to the doomsday scenario becoming reality –
and not just in Australia. When the IMF warned of property bubbles in June, it mentioned Belgium, Canada, New
Zealand, as well as Australia, and to a lesser extent France1. In fact, looking at figures from four major countries
alone, there has been a sharp rise in housing markets in all but the struggling US.
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Key economists, such as Steve Keen2, have long since been sounding the warning bells that a burst will come; and
when it does it will be devastating. Over two years ago I suggested to CNBC that Australia’s huge credit bubble,
would at some point burst – possibly pricked by poor results in the Chinese economy, making the Australian dollar
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and perhaps the property market drop in price3. That hasn’t happened yet, as Chinese economic results have so far
stood up over the last couple of years, but Australia’s heavy reliance on the Asian giant’s mineral resources means the
Sword of Damocles still hangs above its markets.
In fact, the United Nations warned in mid-August that the property sector in Australia needed to be “monitored
closely”4 amidst “sluggish” 2014 economic growth of 2.8% due to “falling mining investments, fiscal restraint and
fragile private consumption” – so the signs of cracking are there.
Looking solely at the property market, since the dip in 2008, Sydney area prices have increased by over 40%. However,
Brisbane and Melbourne continued augmenting without experiencing anything close to a slowdown: over the last ten
years the former’s house prices have increased by almost 53%; the latter’s by a huge 84%.
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Whilst anecdotes are no basis for analysis of a whole nation’s economy, I read an interesting story recently about a
property in the Melbourne suburb of Glen Waverley. After being on the market for just five weeks, a property sold
for AUD 1.1 million to an Indian investor. Two months later, it was auctioned off for AUD 1.365 million: a 24%
rise in just over 60 days.5
The central banks in Australia and elsewhere should take heed of what happened in Spain. So too should investors,
when contemplating putting money into bricks and mortar.
For further information contact us by e-mail on info@mbmg-investment.com or call +66 2 665 2536.
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Disclaimers:
1. While every effort has been made to ensure that the information contained herein is correct, MBMG Investment Advisory cannot be
held responsible for any errors that may occur. The views of the contributors may not necessarily reflect the house view of MBMG
Investment Advisory. Views and opinions expressed herein may change with market conditions and should not be used in isolation.
2. With investment comes risks. Please study all relevant information carefully before making any investment decision.
3. An investment is not a deposit, it carries investment risk. Investors are encouraged to make an investment only when investing in such
an asset corresponds with their own objectives and only after they have acknowledge all risks and have been informed that the return may
be more or less than the initial sum.

