DATA SNAPSHOT

House Prices: Moderation Continues

House prices have continued to moderate, falling by 1.2% in the September quarter.
On an annual basis, house prices fell by 2.2%, equalling the annual rate in the June
quarter, which was the first annual decline in two years.

The breakdown continues to indicate that the moderation in housing prices is
widespread with all capital cities recording falls. Sydney house prices continue to
outperform the other capital cites, falling by just 0.2%. Meanwhile, the largest
quarterly declines came from Brisbane and Canberra.

On an annual basis, Perth and Brisbane were the worst performing capital cities. WA
and QLD have seen the biggest lift in mortgage arrears rates, although they remain
low by global standards.

The housing market remains one of the weak areas of the economy. Auction clearance
rates through October have averaged below 50% for all capital cities, suggesting
house price growth will remain weak over the short term. However, a possible rate cut
from the Reserve Bank of Australia (RBA) will be an encouraging development for the
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housing market and could bring forward a recovery in house prices.
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House prices have continued to moderate and fell by 1.2% in the September quarter. On an
annual basis, house prices fell by 2.2%, equalling the annual rate in the June quarter, which
was the first annual decline in two years. The quarterly increase in the index for the June
quarter was also revised downwards to -0.5% from -0.1% previously.

The ABS measure of house prices coincide with recent RP Data-Rismark house price data.
RP Data-Rismark house prices declined by 1.3% over the September quarter. On an annual
basis, house prices are down 3.4%.

The breakdown continues to indicate that the moderation in housing prices is widespread
with all capital cities seeing falls. Sydney house prices continue to outperform the other
capital cites, falling by just 0.2%. Meanwhile, the largest quarterly declines came from
Brisbane and Canberra.
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On an annual basis, Perth and Brisbane were the worst performing capital cities. WA and
QLD have seen the biggest lift in mortgage arrears rates, although they remain low by
global standards.

Outlook

The housing market remains one of the weak areas of the economy as affordability remains
low, and households continue to undergo a period of “deleveraging” (paying down debt).
Auction clearance rates through October have averaged below 50% for all capital cities,
suggesting house price growth will remain weak over the short term. However, a possible
rate cut from the Reserve Bank of Australia (RBA) will be an encouraging development for
the housing market and could bring forward a recovery in house prices.

The rental market continues to be tight amid low vacancy rates, and will be supportive of
investor demand. Further, an undersupply of housing continues to limit the decline in house
prices.

Janu Chan, Economist
Ph: (02) 9320-5892
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The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in
Australia. The information may not comply with the laws of another jurisdiction. The Information is general in
nature and does not take into account the particular investment objectives or financial situation of any potential
reader. It does not constitute, and should not be relied on as, financial or investment advice or recommendations
(expressed or implied) and is not an invitation to take up securities or other financial products or services. No
decision should be made on the basis of the Information without first seeking expert financial advice. For persons
with whom St.George has a contract to supply Information, the supply of the Information is made under that
contract and St.George’s agreed terms of supply apply. St.George does not represent or guarantee that the
Information is accurate or free from errors or omissions and St.George disclaims any duty of care in relation to the
Information and liability for any reliance on investment decisions made using the Information. The Information is
subject to change. Terms, conditions and any fees apply to St.George products and details are available. St. George
or its officers, agents or employees (including persons involved in preparation of the Information) may have
financial interests in the markets discussed in the Information. St.George owns copyright in the information unless
otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted without the
written consent of St.George.

Any unauthorized use or dissemination is prohibited.

Neither St.George Bank - A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 ACL
233714, nor any of Westpac's subsidiaries or affiliates shall be liable for the message if altered, changed or
falsified.
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