MONTH IN REVIEW

September 2026

Australia's housing market weakened further through September, with national
dwelling values declining -1.1% over the month, marking a sixth consecutive
monthly fall. Values were down -3.7% over the three months to September and flat
annually at 0.0%, with the national median dwelling value easing to $899,236.
National dwelling values are now -5.2% below the March 2026 peak. The September
result points to a continuation of the broad-based housing downturn, with market
conditions falling across most capital cities and regional markets.

Market momentum accelerated compared with August, with the monthly decline
deepening from -0.9% to -1.1% and the annual growth rate slowing to 0.0%. Housing
demand continues to be constrained by affordability pressures, higher interest rates
(including a further rate increase on Tuesday), elevated living costs and subdued
consumer sentiment. Reduced purchasing capacity, weaker buyer confidence and
lower borrowing power have weighed on demand, while slower sales activity and
rising advertised stock levels have provided buyers with more choice and greater
negotiating leverage. Housing turnover has declined sharply, with estimated sales
volumes over the past three months tracking 19.1% below a year ago, while total
advertised inventory across the combined capitals was 23.1% higher despite fewer
new listings entering the market. Homes are also taking longer to sell, with median
selling times across the capitals rising to 39 days from 23 days a year earlier.

Sydney and Melbourne continued to exert a significant influence on the national
result. Sydney dwelling values declined -1.4% in September, taking the quarterly fall
to -4.9% and annual growth to -7.0%. Values are now -8.6% below the February 2026
peak, with Sydney continuing to lead the national correction. Melbourne values fell
-0.7% over the month and -3.4% over the quarter, while annual values were down -
6.2%. Melbourne values are -7.5% below their March 2022 record high. Together,
Australia's two largest housing markets remain a major drag on national housing
performance.

Conditions also weakened across the mid-sized capitals. Brisbane recorded the
largest monthly decline among the capitals at -1.5%, with values down -4.7% over
the quarter, although annual growth remained positive at 5.9%. Adelaide values fell
-1.3% over the month and -2.7% over the quarter, while Perth declined -1.2% in
September and -4.7% over the quarter. Despite weaker recent conditions, Perth
continued to post the strongest annual growth among the larger capitals at 10.1%,
ahead of Adelaide at 6.5% and Brisbane at 5.9%.

Among the smaller capitals, Darwin remained the strongest-performing market,
with dwelling values rising 0.4% over the month, 0.5% over the quarter and 11.9%
over the year. Darwin was the only capital city to record value growth during
September and remains only marginally below its July peak. Hobart recorded a
more modest -0.5% monthly decline and was 7.0% higher annually, while Canberra
remained among the weaker markets, with values down -1.1% over the month, -
3.2% over the quarter and -1.6% over the year.

House & Unit Value Movement - End of September
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Regional housing markets continued to outperform the capital cities, although softer
conditions are becoming more evident across regional Australia. Combined regional
dwelling values declined -0.7% over the month compared with a -1.2% fall across the
combined capitals, however all regions except WA are softening. Quarterly declines
were also more moderate across the regions at -1.9% compared with -4.3% across the
capitals, while annual growth remained stronger at 5.6% versus an annual decline of -
1.8% across the capitals. Relative affordability advantages and lower price points
continue to underpin regional markets, although conditions have softened as
affordability and interest rate pressures weigh more broadly on housing demand.

Lower-priced housing markets remained more resilient than premium segments,
although the performance gap narrowed as market weakness became more
widespread. Higher-value markets remain more exposed to borrowing capacity
constraints and affordability pressures, particularly in Sydney and Melbourne. Demand
at the more affordable end of the market continues to receive support from first home
buyers, although elevated mortgage rates and cost-of-living pressures are increasingly
affecting all buyer groups. Investor demand has also weakened amid taxation changes
and subdued confidence.

Rental market conditions remain relatively tight, although signs of easing are
becoming more apparent. National rents increased 0.3% in seasonally adjusted terms
during September, the smallest monthly rise since May 2025, while annual rental
growth eased to 5.5%. The national vacancy rate increased to 2.0%, its highest level
since January 2025 but still below the long-term average of 3.3%. Gross rental yields
improved to 3.85%, the highest level since August 2019. Although rental growth is
moderating and vacancy rates are rising, rental affordability remains stretched, while
rental growth continues to outperform dwelling value growth nationally.

Housing demand continues to be constrained by elevated interest rates, affordability
challenges, cost-of-living pressures and weak consumer confidence. Higher mortgage
rates are reducing borrowing capacity and increasing repayment costs, while dwelling
values remain high relative to household incomes across most markets. Weaker
sentiment has contributed to lower housing turnover, slower sales activity and higher
advertised stock levels, reducing buyer urgency. At the same time, a relatively resilient
labour market and persistently low levels of new housing supply continue to provide
some underlying support.

Outlook

Housing market conditions are likely to remain challenging as affordability constraints,
elevated borrowing costs and subdued consumer confidence continue to weigh on
demand. Lower transaction volumes, longer selling times and higher advertised supply
are providing buyers with greater choice, while market performance is expected to
remain uneven across locations and price segments. Downside risks include weaker
sentiment, reduced borrowing capacity and ongoing affordability pressures, although
a resilient labour market and constrained housing supply should continue to provide
some support. Overall, the balance between supply and demand suggests housing
conditions are likely to remain subdued and varied across the country.
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Disclaimer - The information contained in this publication is gathered from multiple sources believed to be reliable as at the end of September 2026 and is intended to be of general nature only. It has been prepared without taking into account any person’s objectives,
financial situation or needs. Before acting on this information, NAB recommends that you consider whether it is appropriate for your circumstances. NAB recommends that you seek independent legal, property, financial, and taxation advice before acting on any information
in this publication.
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