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DATA SNAPSHOT                                          

Building Approvals � Building Blues        Wednesday, 2 November 2011 

• Building approvals slumped 13.6% in September, taking the total number of approvals 
for the month to just under 11,900 the lowest in more than two years. The weak result 
predominantly reflects volatility in the data - the sharp drop more than reversed a 
10.7% surge in the previous month. 

• A large 30.7% fall in approvals for private-sector �other dwellings� was predominantly 
behind the sharp drop in September. This category includes multi-density dwellings 
(for example, townhouses, flats, etc), and is usually quite volatile month to month. The 
fall follows a sharp 32.8% gain in August.   

• Today�s data confirms that the underlying momentum in residential construction 
remains fragile and suggests the national housing shortage is likely to persist. 
However, a rate cut from the RBA last week and potentially another could bring 
forward a turnaround in housing. 
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Building approvals slumped 13.6% in September, taking the total number of approvals for 
the month to just under 11,900 the lowest in more than two years. The weak result 
predominantly reflects volatility in the data - the sharp drop more than reversed a 10.7% 
surge in the previous month. The recent volatility has been due to large swings in private 
sector �other dwellings� component. However, in trend terms, which smooths out the 
volatility, growth in building approvals remains weak and has been in decline for 11 
consecutive months. On an annual basis, total approvals were down 12.0% over the year to 
September.  
A large 30.7% fall in approvals for private-sector �other dwellings� was predominantly 
behind the sharp drop in September. This category includes multi-density dwellings (for 
example, townhouses, flats, etc), and is usually quite volatile month to month. The fall 
follows a sharp 32.8% gain in August.   

On a more positive note, approvals for private-sector houses rose by 1.1% in September, the 
first increase in four months.  The underlying trend however, remains a weak one, and on 
an annual basis, private-sector house approvals are down 7.6% over the year to September.  

Public-sector dwelling approvals (both for housing and multi-unit developments) also fell 
sharply and were down 46.3% in September Although a relatively small component, growth 
in this component is very weak, and is down nearly 63.1% on a year ago.   
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States 

The biggest decline in approvals across the States was in NSW, where approvals slumped 
32.2% in September, after jumping 41.7% in August. Approvals in Victoria (which had the 
largest number of approvals, making up around one third of the total) fell 13.6%, more than 
reversing the 7.4% increase seen in August. Private sector house approvals rose in both 
Victoria and NSW, retracing the decline in house approvals in August. However, the overall 
decline in building approvals in these two States were driven by declines in the volatile 
private sector �other approvals�. In NSW the number of private sector multi-density 
approvals more than halved from August to September, falling 53.1% for the month, back to 
a similar level seen in June, while in Victoria this segment of the market fell 28.9% in 
September, indicating a sharp decline in large unit developments for the month.  

Queensland also saw a decline in building approvals (-12.7%) in September, in what was 
largely a reversal of the previous months increase (of 18.7%), given builders in Queensland 
had held off approvals until after August 1st, when the State government introduced a 
$10,000 grant for those buying or building new homes.  

Western Australia saw a small decline in building approvals (-1.5%), while South Australia 
bucked the trend with an 11.3% increase in building approvals in September, which was led 
by a huge 58.8% increase in multi-density approvals. 

Outlook 

Today�s building approvals data confirms that the boost in building approvals in August, 
which was entirely due to multi-density approvals, was a one-off and that the underlying 
momentum in residential construction remains fragile. Nationally, there remains a 
shortage of residential housing, particularly in NSW and this looks set to persist.  

House prices have softened since the start of this year and data earlier this week indicated 
the trend continued in September. A recovery in house prices will be necessary before 
residential construction picks up. However, a rate cut from the RBA last week and 
potentially another could bring forward a turnaround in housing.  
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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. 
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