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2019 PREVIEWED
The 7 critical signals and signposts to observe
The 2019 property market faces significant
headwinds and challenges. Understanding the
dominant factors that determine the housing market
is crucial to anticipating the market’s performance.
There are no shortage of forecasters and economists
predicting doomsday scenarios for the market. Some
of these predictions are heavily researched and
others are nothing more than media grabs.
Credit conditions – the current downturn is
the result of a manufactured credit squeeze by the
Australian Prudential Regulation Authority (APRA).
The question is whether APRA will maintain the
current stance throughout 2019. They have shown
no signs of relenting to date, even though the RBA
have cautioned on the need to ‘keep credit flowing’.
APRA is therefore pushing any easing of credit in the
market onto the RBA or Government.
Interest rates – many banks and economists
still expect the next interest rate move to be up.
Admittedly they have pushed back their forecast
from late 2019 to 2020. No one really expects
home buyers to be faced with rising interest rates
at any stage in 2019. Increasingly though, others
believe the RBA will be forced to cut. In late 2018,
the RBA via Guy Debelle said they too believed the
next move will be up, but they have scope to cut,
if a crisis in the local or global economy occurred.
Mr Debelle even went as far as to say, they could
adopt Quantitative Easing (QE = printing money) in
Australia, if necessary. This was an extraordinary
comment to make. AMP’s Shane Oliver has been
one of the first to call for rate cuts by the RBA. AMP’s
official forecast is for two rate cuts by the RBA in
2019 in order to support the economy and shore up
household budgets.
CONTINUED ON PAGE 3

37 Merton Street, Rozelle sold in early December with over 160
enquires made during the campaign.

Elections – NSW will ‘enjoy’ two elections in the
first half of 2019. Elections tend to be disruptive
for property markets. The NSW election will likely
be fought on infrastructure as debate rages about
contentious issues such as stadiums, light rail and
WestConnex.
The Federal election is likely to see a change of
Government – one whose key policy plank is the
removal of negative gearing. The debate will intensify
around the merit or otherwise of negative gearing as
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Bought or sold ...
Is the buyer buying or is
the agent selling?
During the boom, real estate agents did not really

As the auction clearance rate tumbled to below 40%

‘sell’ real estate in the literal sense. The buyer was

in late 2018, those that were counted as auction

convinced of the merits of the home at the front gate,

sales were often sold prior. Yes, if a home sells two

along with many other competing buyers. Real estate

weeks prior to auction, it is still counted as an auction

agents still added value during the boom, but it was

sale.

not through selling the benefits of a home as much

If your vision is an auction with a crowd eager of

as it was facilitating the bidding process.

bidders on the big day, be careful. The current
environment is simply not conducive to a sales

A symptom of a boom is low stock levels and high

process that demands multiple buyers all bidding

buyer demand. The current credit squeeze has

unconditionally against each other.

created an environment where stock on market
exceeds genuine buyers in the market place. A

Buyers are not impulsively buying property at the

genuine buyer in this environment is defined as

moment, they are cautious and they require a reason

someone willing and able to put a finance approved

to act. They will buy if and when the right opportunity

contract offer forward, so the vendor can consider it.

emerges, but the sales person will need to negotiate
every dollar in the process for their vendor. An agent
that attempts to sell a home by spruiking ‘this is the

Now that sellers outnumber buyers,
agents need to sell their listings,
rather than hoping someone buys it.
Herding buyers towards auction day
ends badly for agents and vendors.

kitchen, this is the bathroom and the auction is on in
4 weeks’ won’t be selling much real estate in 2019.
If you are listing your home in 2019, ask the agent,
how will you sell our home for the best possible price
in the current market? Select the agent that answers
that question the best.

CONTINUED FROM PAGE 1
it relates to the property market. Even though the
repeal won’t happen in 2019, the debate and Labor’s
probable victory will hover over the market.
Economy & employment – the downturn
has yet to spill into the broader economy and/or
employment, thankfully. Sydney has been enjoying
economical boom time conditions over the past 6
years or so, which leads to near full employment. As
developers pull back on residential construction, the
impact on construction jobs will be a critical indicator.
As the wealth effect impacts on consumer spending,
retail spending will also influence the economy and
employment.
The performance of the economy and employment
market demonstrates the significant impact,
decisions made by the powerful few, has on the
population at large - good, bad or indifferent?
Stock levels – the selling pressure in the property
market was most significant in the second half of
2018; listings rose to 10 year highs. Even though the

APRA credit squeeze has been in place since mid
2017, the real impact eventually showed up in late
2018. The market dropped at its fastest rate since
the 1990’s recession in late 2018. As we head into
2019, the selling pressure is intense. There is an
excess of unsold listings from 2018, many of which
will re-list in early 2019. The new year listings in 2019
will be in direct competition with the unsold 2018
stock, essentially right from the opening bell. It is
understandable that some vendors take a resolute
position to price.
The keen or desperate sellers influence the market
first when there is an oversupply of properties. For
example, if there are 10 dwellings on the market and
2 of them are forced to sell, they will respectively sell
to the best offers available. Those two sales then
act as a guide to the rest of the buyers in the market
place as to where current market value lies.
If listings become tight, that will be a good thing as a
supporting mechanism for prices. This phenomenon
of stock levels is one of the reasons trophy homes
in Sydney continue to do well. Whilst they are
expensive dwellings, they are rare too, giving the
vendor additional strength in negotiations.
Rental market – historically, when the sales
market is declining, the rental market rises. Those
that cannot achieve an acceptable sales price will
stay in their property or park it in the rental market
until conditions improve.
In 2018, both the sales and rental markets were
declining at the same time. The excess of new
dwellings that have been built in the Sydney market
is certainly a contributing factor to this occurring, after
years of undersupply. The population pressure in the
city will soak up any oversupply in due course, but
not without some disruption in the interim. If vendors
are unable to find respite in the rental market during
2019, that could create further selling pressure.
Many investors who took ‘interest only loans’ are
being forced into principal and interest repayments
too.
Confidence – buying a home is both a financial
and emotional purchase. The emotion helps support
prices above a level that economists deem fair value.
The confidence levels of home buyers determine the
markets performance in a big way. If prices hit a point
that makes buying over renting appealing, the market
could find some much needed support.

Buying a home is both a financial and emotional
purchase. The emotion helps support prices.

Australia’s best property analyst Louis Christopher
recently joined us to discuss the 2019 property
market. If you would like to watch that interview, go
to: harrispartners.com.au

5 TIPS ON HOW TO SELL
FOR MORE IN 2019
1. Accept the market was overpriced – the
market is not falling from fundamental value, it is
falling to fundamental value. When you accept the
market was overvalued, the downturn becomes
less painful and the next decision becomes easier
to make. Waiting for prices to return to fresh highs
means you won’t be selling in 2019 or 2020 for that
matter.

detects a change in market conditions, accept their

2. Accept the market conditions – in a
downturn, some properties manage to sell above the
market price. Those that do so are simply fortunate.
The vendor that fails to accept the market conditions
and rails against reality, ultimately sells for less.
Patience is a virtue, stubbornness is not. Knowing
where the transition line is – this can be difficult to
ascertain. Some campaigns require patience, but if
you are on the market for well above the suburb’s
average timeframe, maybe patience is not the issue.

5. Accept the best offer – it’s simple advice, but
it’s not as easy to get right when prices are falling.
You only know what the highest price is at the end
of the campaign. The greatest tragedy when selling
real estate is not selling for less than you wanted, it’s
selling for less than you previously rejected. If you
need or really want to sell in 2019, it’s imperative that
you identify the best buyer and sell to them. There
are two huge points in achieving this simple goal.
Firstly, the high quoting agent at the time of listing
can blind you to reality during the actual campaign.
Secondly, the best offers tend to come early in the
campaign.

3. Accept that inaction is feedback – if the
agent has run a good campaign and the buyers are
not engaging and/or making offers, then the inaction
is feedback. Blaming the agent is easy, it offers short
term relief but it seldom changes the challenge at
hand. Make it easy for the agent to tell you exactly
what is happening and what you need to know. An
interested buyer is easy to identify, they are clearly
interested. Therefore, a disinterested buyer is easy
to spot too, they are obviously disinterested. If the
market at large is disinterested, the pricing strategy
could be wrong.
4. Accept the agent’s guidance – markets
can turn quickly. The agent may assess the value
of your home at $1 million, but by the time you list
on the market, it could be $975,000. Contrary to
how agents are perceived by some, agents like to
achieve a high price for their clients. However, it’s
no good if the agent is trying to achieve a high price
for you whilst the market drops below it. If the agent

guidance if it seems credible. In the third quarter
of 2018, property prices deteriorated rapidly. Even
more rapidly than what occurred during the GFC in
2008. Those that accepted their agent’s guidance
probably sold for more than those that resisted the
advice.

The market is not falling from fundamental value, it is
falling to fundamental value.

