
 

Media Source:  The Age 
Date of Publication: 29 January 2012 
Author:  Chris Vedelago and Nathan Partenza 
 
 
Rental squeeze begins to ease 
 
 

 

Last month, 550 apartments were vacant in the prestigious St Kilda Road precinct.  

 

MELBOURNE'S rental market has turned in favour of tenants with vacancy rates - particularly for high-end 
apartments - hitting a six-year high. 

Apartments in St Kilda Road and Docklands have been most affected thanks to a construction boom that has 
flooded the area with new units whose owners are struggling to attract renters. 

The glut should lead to cheaper rents and more choice as thousands more units are added over the next few years. 

Last month, 550 apartments - more than one in five - were vacant in the prestigious St Kilda Road precinct. 

The vacancy rate in Docklands has nearly doubled in the past year, with more than one in 10 rental units now 
empty, according to SQM Research. 

''Supply has run way ahead of demand. Melbourne is experiencing what regularly happens on Queensland's Gold 
and Sunshine Coasts,'' SQM managing director Louis Christopher said. 

With a vacancy rate of 3 per cent representing a ''balanced'' market for tenants and landlords, the figures show 
conditions are shifting in favour of tenants after years of the inner city reportedly being in the grip of a rental crisis. 

The blowout is driven by a surge in the construction of off-the-plan apartments, re-creating many of the conditions 
that prompted the 2003-04 market slump. 
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But tenants don't have the run of the market, with rents yet to be affected by the swelling supply. 

The weekly rent for a one-bedroom unit in these areas rose 1.2 per cent to 6.1 per cent in the year to September, 
according to the Victorian Office of Housing. For a two-bedroom flat, rents went up 3 to 7.8 per cent. 

But analysts warn rents will come under increasing pressure as the number of apartments in the central city swells 
by 40 per cent over the next three years. 

''We estimate that 12,000 new apartments are under construction right now or are very likely to be built by 2015,'' 
said Robert Papaleo, research director for Charter Keck Cramer. ''Forecast population growth won't be enough to 
keep up with the rate of new supply, especially in the CBD and Southbank.'' 

While owner-occupiers have bought some of the apartments, the vast majority of these off-the-plan projects were 
targeted at investors, often from overseas. 

The SQM Research figures also point to a general easing in conditions in the rental market across Melbourne, with 
properties available rising to 16,000 in December, compared with 13,000 in 2010. The city's vacancy rate is now 
4.4 per cent, the highest since 2005. 

Some parts in the city's inner north and east seem to have bucked the trend, with vacancy rates falling by nearly 
half in Fitzroy to 1.2 per cent. 

Peter O'Brien, head of property management for Metropole, said it was now taking longer to lease properties and 
landlords were having to be more conservative in asking for rent increases. 

''[It's] been a real shock to me because I've done 19 years in real estate and I've never experienced it this quiet in 
January before,'' he said. 

''This time of year in the past rentals used to be able to get $20 to $30 more a week than what the property would 
be if it was vacant in October, but this year it's pretty much staying the same. We're not getting that extra money 
because there's not as much demand.'' 

But the Tenants Union of Victoria warns the cooling conditions are only benefiting middle and upper-income 
households. 

''People who have had a hard time in the past half-decade finding an affordable place to live are still finding it as 
difficult as it ever was,'' Tenants Union policy worker Toby Archer said. 

 


