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GENERAL SUMMARY 

 

This report aimed to provide a build to rent analysis on two NAHC affordable housing 

projects: 5-storey apartment block offering a total of 153 one- and two-bedroomed units 

including parking, located at 244 Stafford Road, Stafford, Brisbane; and a 19-storey 

development offering a total of 108 one- and two-bedroomed units located at 38–40 

Claremont Street, South Yarra, Victoria. The two case study projects were intended to 

investigate implications of relevant census statistical information published between 

2007 and 2018 by the Australian Bureau of Statistics (ABS) related to housing 

affordability levels for different household categories, as defined in Part 1. Categories of 

the census statistical information include: resident demographic within a 5km post-code 

radius of the two projects; household formation; household dwelling structures; 

household employment; and, most importantly, household consumption across 15 non-

discretionary and discretionary expenditure categories.  

 

The report extends to a detailed evaluation of the effectiveness of housing affordability 

measures to provide new perspectives and further guidance concerning build to rent 

programs to the affordable housing sector. As such, this report developed a build to rent 

scenario analysis that linked weekly equivalised household income categories and 

discretionary spending with South Yarra and Stafford projects’ affordable weekly rent. 

The three housing affordability scenarios are:  

(i) Comparing a household’s weekly equivalised income with their housing costs 

only – based on Stafford and South Yarra affordable weekly rents  

(ii) Assessing the relationship between household weekly equivalised income 

non-discretionary and discretionary spending 

(iii) Identifying the gap between household equivalised income and household 

consumption expenditure (i.e. non-discretionary and discretionary spending) 

 

The major finding was that the average household equivalised income for the four 

household categories were significantly lower than the average household income limit 

for affordability schemes operating in the affordable housing market. Despite this 
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challenge, it revealed that build to rent schemes have the potential of delivering the 

diverse and sustainable affordable housing required by different household categories. It 

should be noted that its policy implementation in the current affordable housing market 

will require consideration of tax incentives and a whole-of-government approach in order 

to support private and institutional investment in the sector. Combining the analysis of 

both the ABS Census data and the case study information, this research project supports 

the implementation of build to rent initiatives so as to bring changes at a whole-of-life 

housing affordability for households with extremely very low, very low, low and 

moderate disposable income levels.  

 

It was decided that in order to develop a clearer understanding of the supply side of the 

affordable housing sector, and due to investment tax constraint, deployment of Phase 

Two has been recommended to allow a feasibility analysis to test the implications of 

various forms of taxation on the Brisbane and Melbourne case studies (Part 2). It will 

begin with the establishment of different weekly rents required to provide the 

appropriate internal rate of return (IRR) to investors under the following conditions:  

1. No stamp duty paid when the project moves from development to investment, no 

land tax paid during the investment period and no local government taxation 

(rates and taxes); 

2. No stamp duty paid when the project moves from development to investment, 

but land tax paid during the investment period and local government taxation 

(rates and taxes) paid; 

3. No stamp duty paid when the project moves from development to investment, 

but land tax paid during the investment period and no local government taxation 

(rates and taxes) paid; and 

4. Stamp duty paid when the project moves from development to investment, but 

land tax paid during the investment period and local government taxation (rates 

and taxes) paid 

The purpose is to identify how different tax incentives during the investment period will 

lead to the whole-of-life housing affordability on the demand side and reasonable risk 

with higher net present value (NPV) on the supply side of Australian affordable housing 

sector.   
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1. INTRODUCTION 

Addressing the problem of the availability of affordable housing has been an ongoing 

concern for the Australian housing industry since the early days of white settlement in 

Australia (Dufty-Jones, 2018). In a 2013 Auspoll survey, 84% of voters nominated housing 

affordability as a concern for themselves or their families, ranking the housing industry as 

the fourth most ‘wicked problem’ in Australia. Between 2001 and 2012, Gurran and Phibbs 

(2015) reported that housing prices in Australia increased by 147% while the cost of rent 

for houses increased by 76% and for apartments by 92%. This increase in prices flows 

disproportionately onto household income growth, which was 90% less than the increase 

in housing prices across the same period. The Commonwealth Government of Australia 

(2014) states that household incomes are losing real value over time because rental costs 

have been increasing faster than the Consumer Price Index (CPI). As a result, in their 

Housing Occupancy and Costs 2013–14, the Australian Bureau of Statistics (ABS) (2014) 

found that around 50.1% of low-income renters spend more than 30% of their gross 

household income on housing costs.  

 

In attempt to drive change, the Australian Government provided $1.9 billion to state and 

territory governments in 2014–15 for housing assistance and homelessness services 

through the National Affordable Housing Special Purpose Payment (NAH SPP) and 

$4.2 billion for Commonwealth Rent Assistance (CRA). But even with government funds 

to support housing affordability, the Steering Committee for the Review of Government 

Service Provision (SCRGSP) (2016) reported 68.5% recipients still paid more than 30% their 

gross income on rent. It was further reported by the Australian Local Government 

Association (ALGA 2015) that the government fails to report government assistance for 

purchasing housing or other forms of housing assistance, although efforts are being 

made to have the problem of affordable housing changed. In 2012, there was a deficit of 

over 527,000 affordable rental properties across Australia and, in June 2015, there were 

199,133 households on social housing waiting lists (Thomas and Hall, 2016).  

 

Against this backdrop, the Affordable Housing Working Group (AHWG) was formed by 

the COAG Council on Federal Financial Relation on 7 January 2016 with the main task of 

identifying the nature of affordable housing and finding ways to increase the range of 
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initiatives that would increase its supply to people on low incomes. AHWG released an 

issues paper noting that Australia needs the delivery of an additional 6,000 units of social 

housing per annum just to keep pace with population growth, without addressing the 

backlog of need (Commonwealth of Australia, 2017). The problem remains because of 

the absence of a significant new supply of affordable housing initiatives like National 

Rental Affordability Scheme (NRAS). The scheme began in 2008 but was discontinued in 

2014 at a total of 38,000 allocation caused political cycles (Rowley et al., 2016). Randolph 

et al. (2018) reported that the NRAS scheme was around 12,000 dwellings short of its 

target of delivering an additional 50,000 affordable housing units. Ever since then, state 

governments have scrambled to find ways to plug the affordability gap left by changes in 

the affordability housing initiatives.  

 

For example, the data from Heaney et al. (2017) estimated the gap between underlying 

demand and supply for affordable housing at 527,500. According to the Industry Super 

Australia (2017), it is in this context that housing affordability stress for low-income 

renter households, as detailed by SCRGSP (2016), increased from 35.4% in 2007–8 to 42.5% 

in 2013–14 nationally, with higher CRA income units rental stress in capital cities (45.5%) 

compared to other areas (35.1%). In response, AHWG stated that institutional 

arrangements must be implemented so that Australia is able to increase the supply of 

affordable housing to meet both the medium and long-term demand of the residential 

market (Commonwealth of Australia, 2017).  

 

To achieve this result, the Australian federal and various state governments have 

introduced affordable housing initiatives such as managed investment trusts (MIT), a 

bond aggregator (BA), shared equity arrangements (SEq), social housing renewal 

projects (SHRP), city deals (CD), Social Housing Growth Funds (SHGFs) and, more 

recently, build to rent (BtR).  Central to the delivery of effective affordable housing policy 

is a need for definitions and policy guidance as well as a clear identification of drivers 

such as taxation instruments and measures of the rental levels required to attract non-

government entities to engage in the successful implementation of policies for the 

supply and demand of affordable housing in the Australian rental market.  
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Part 1 of this project focused on the definition and policy guidance of affordable housing 

and this report (Part 2) will explore the ‘build to rent’ institutional investment model for 

residential housing. Build to rent is the newest form of affordable housing initiative that 

is trying to establish itself as supplier of residential housing in a competitive real estate 

market in Australia (Warner and Rees, 2017). This working paper has the following aims 

and objectives: 

• To identify the appropriate whole-of-life housing affordability (WLHA) 

measures that should be adopted by governments, explain why these 

measures should be chosen and to determine the high-level indicative impacts 

using the selected measures with a focus on the BtR initiative using 

demographic and economic data from the Brisbane and Melbourne; 

• To identify the impact of land tax on WLHA when applied to the BtR initiative 

(in each state and territory of Australia); and 

• To identify the existing and future policy requirements required to provide 

safeguards to third parties who enter the BtR initiative. 

 

2. BUILD TO RENT 

The built-to-rent (BtR) initiative has no official definition; instead, practitioners relate its 

meaning to different categories of housing and households which differ slightly among 

countries (Scanlon and Kochan, 2011). In its broadest sense, BtR incorporates multi-unit 

residential dwellings built and designed specifically to be rented out by a longer-term 

single institutional or private owner (Warner and Rees, 2017:01). In this context, BtR can 

be viewed as an umbrella term that encompasses the following characteristics (London 

Councils (2017) cited in Earl et al. (2017)): 

1) A development or block/phase within a development of at least 50 homes, with 

boroughs able to set their own threshold to reflect their housing market; 

2) The homes to be held as build to rent under a covenant for at least 15 years; 

3) All homes are self-contained and let separately; 

4) Operate under unified ownership and management; 

5) Offer longer tenancies (three or more years), with break clauses that allow the 

tenant to end the tenancy with one month’s notice after six months; 
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6) Provide certainty about the rent for the length of the tenancy including the basis 

of any increase, which should be linked to a formula; 

7) Provide on-site management, although it does not have to be on-site full-time; 

8) Operated by a provider with a complaints’ procedure in place and where the 

provider is a member of a recognised ombudsman scheme; and 

9) No up-front fees of any kind charged to tenants or prospective tenants other than 

deposits and rent-in-advance. 

 

The following paragraphs examine the brief history of this housing initiative. This report 

will then discuss the tax incentive that would support BtR as viable option for the 

institutional rental investment sector. Understanding how BtR developed will help to 

explain the anticipation of its capability to transform the private rental sector in creating 

vibrant new Australian communities as summarised in Box 1. 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Box 1 The Benefits of Build to Rent Schemes 

Increase supply: Availability of institutional investment creates an additional 

source of capital that can complement and enhance the supply chain for housing 

development. Residential units under BtR are absorbed quicker than units built 

for sales thus meet investors’ desire for a rapid income stream. 

Quality amenities: Since the BtR schemes are based on income streams rather 

than capital gains, units are professionally built with right scale of amenities (e.g. 

gardens, swimming pool, gyms for communal culture) and professionally 

managed (on-site property and facilities management) as they typically offer 

long-term tenancies  

Economic growth: BtR schemes not only stimulate the town centre revitalisation 

and generate revenue streams in the form of council tax, business rates and 

monetising surplus public sector land, they also attract and retain the workforce 

force needed in a local area when there is access to suitable affordable housing  

Value for money: Increase investors’ confidence as BtR schemes are viewed as 

surrogate for long-term indexed annuity income stream which experience a 

relatively low-risk, suit institutional investors such as super funds seeking to 

match their inflation-linked pension liabilities 

(Source: UK Department for Communities and Local Government, 2017; 

Chandler, 2017; Graves et al., 2018) 
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The UK Department for Communities and Local Government (DCLG 2017) reports that 

the idea of build to rent as an affordable housing model was first created in the 1920s 

and ‘30s when insurance companies and other financial institutions constructed and 

owned purpose-built housing as private rentals. However, in the post-war era, a variety 

of factors were influential in the decline of the whole sector of privately rented housing, 

mostly designed by tenancies regulation in the rental controls, the growth of 

maintenance costs and the support of municipal housing investment projects.  

 

The declining share of wealth held in private rental markets prompted financial 

institutions to halt construction projects and sell off their portfolios. For example, 

property owners in the United Kingdom (UK) with a portfolio of more than 100 private 

rental housing units accounted for just one tenth of 1% of all owners in 2010 (DCLG 2017). 

Unlike the UK or the United States of America (USA), Australia has little history of build 

to rent; therefore, now is a good time to appraise what Australia can learn from the more 

mature markets. 

 

In the USA, the 2001 Residential Finance Survey showed that 75% of the nation’s stock of 

privately rented housing is owned by non-corporate individuals or partnerships 

(Malpezzi, 2011). Aronson (1995) describes how the Low-Income Housing Tax Credit 

(LIHTC) program has been highly effective in increasing the supply and availability of 

quality affordable housing in the USA over the last 30 years. The LIHTC program is the 

USA federal government’s primary program for encouraging private capital to invest in 

the development and preservation of affordable rental housing for low-income 

households (Aronson, 1995).  

 

This system was established in 1986 and has since provided nearly 2.6 million affordable 

rental units (40,502 projects) in the USA. The LIHTC program is unique because it 

functions as a capital subsidy to stimulate the production and preservation of new 

affordable housing. A current benefit of the affordable program is the construction of 

garden or high-rise apartments built in the USA. Low and medium-income suburban 

developments have been the dominant BtR product type since the 1990s (Warner and 

Rees, 2017). 
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3. AN OVERVIEW OF BRISBANE CASE STUDY REGION 

The purpose of this report is to investigate the socioeconomic factors influencing the 

demand for the affordable housing project located on 244 Stafford Road. The 244 

Stafford Road Project is a development project that situated within Stafford, a suburb of 

Queensland. The project has the objective of meeting the demand for affordable housing 

for low- and medium-income households. The project aims to provide a total of 153 one- 

and two-bedroomed units while also providing car parking spaces for residents. Figure 

3.1 shows a breakdown of the unit types and numbers at the 244 Stafford Road Project. 

This five-storey development features three sections: retail/commercial space, residential 

accommodation – the focus of this report – and outdoor areas including a dining area.  

 

Figure 3.1 Apartment Breakdown at 244 Stafford Road Project 

 
UNIT BREAKDOWN 
Floor 1 bed 2 bed Total 
Ground 0 15 15 
First 4 27 31 
Second 4 28 32 
Third 4 28 32 
Fourth 4 23 27 
Fifth 4 12 16 

Total 20 133 153    
 

CAR PARKING 
Unit Type Ratio Provided 
1 Bed 0.75 Car/Unit 20 
2 Bed 1 Car/Unit 133 

Total  153 
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This project specifically looks at the five-kilometre postcode catchment zone surrounding 

the case study area as this offers access to different household conditions and informs 

the project development planning based on detailed site information. Geographic 

Information System (GIS) was used to generate a map delineating the suburbs within the 

five-kilometre boundary surrounding the proposed development (Figure 3.2). The case 

study region has a total land area of 64.3 square kilometres and comprises the 21 

statistical area level 2s (SA2's) of Albion, Alderley, Ascot, Ashgrove, Chermside West, 

Clayfield, Everton Park, Fortitude Valley, Hamilton, Hendra, Kedron, Gordon Park, 

Mitchelton, Newstead – Bowen Hills, Nundah, Red Hill, Stafford, Stafford Heights, 

Wavell, Wilston, Windsor and Wooloowin – Lutwyche. 

 

Figure 3.2 Map of Brisbane Case Study Region 

 
This report summarises the aspects from this case study that are necessary to determine 

the feasibility of the project development. As detailed below, these include household 

demographics, household formation, household employment, household expenditure 

and residents’ methods for going to and from work, shops and school as well as the total 

and projected population of the case study locations’ detailed, assuming all levels of 

government will remove unnecessary planning restrictions and support the delivery of 

the housing projects. 
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3.1. Resident Demographic 

The population of the Brisbane Local Government Areas (LGA) has grown at a rate of 1.8% 

per annum over the past 10 years, while that of the selected custom region has increased 

by 2% annually, from 146,163 in 2007 to 178,540 in 2017. Within the region, Kedron – 

Gordon Park has the largest population with 14,632 persons followed by Ashgrove and 

Nundah at 14, 172 and 13,267 respectively and, as of 30 June 2016, Newstead has the 

fastest population growth over the five years with 8.9% between 2011 and 2016. In 

comparison, the rate in Stafford over the same period was 1.6%. Figure 3.3 illustrates that 

the estimated resident population growth of the custom region outpaced that of 

Brisbane LGA since 2011/2012. The population is projected to be 223,937 persons by June 

2036; in other words, an increase of around 2,670 households a year over the next 20 

years. This means that property developers and policy-makers need to reassess the 

current urban strategies to respond to the enormous pressure placed by population 

growth on the existing housing and infrastructure. 

 
 

The region has a working age structure, with about 36.4% of its population in the 25–44 

years (prime working age), nearly 22.4% in the 45–64 years (mature working age) and 

14.1% in the 15–24 years (early working age). Within this region, children aged 0–14 years 

made up nearly 16.1% of population, which is greater than the remaining age of over 65 

years (elderly) at 11%. It was noted that 18.7% of elderly residents in the case study area 

live in Stafford Heights. The age-sex pyramid (Figure 3.4) shows that there are more 

Source: ABS 3218.0, Regional Population Growth, Australia, various editions 
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working age population (15–64 years) than the younger and older people, since the age 

groups in the middle are wider than those near the top and the bottom of the diagram.  

 

 

 

The median age (the age at which half the population is older and half is younger) in 2016 

was 34.4 years, which is a decrease of 0.6 years from the 2016 median age of 34.9 years. 

The suburb with the highest median age in the case study region was Ascot with 40 

years, 2.5% higher a median age of 37.5 years, which remained steady between June 2006 

and 2016. The median age of Ascot is older than Brisbane LGA (34.5 years) and Australia 

(38 years). Within the region, Mitchelton had the largest crude birth rate with 17.6 births 

followed by Stafford at 16.7 of recorded 2,210 births, thus indicating delayed child birth. 

The two suburbs reported 60 and 54 out of 6,072 Brisbane LGA deaths respectively 

(Figure 3.5). This shows increased life expectancy over time due to improvements in 

public health and medical technology.  

 

Source: ABS 3225.0, Population by Age and Sex, Regions of Australia 
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The demographic data depicts an opportunity for increasing investments in 

socioeconomic projects whilst simultaneously reducing the cost concerns related to 

housing affordability across the demography of the population in this custom region. The 

above data can be used in conjunction with household formation, employment, 

expenditure and method of transportation (to/from work, school and shops) to build a 

picture of the residents living in the area and particularly highlights the need for the 

provision of affordable housing in this area.  

 

3.2. Household Formation 

In the 2016 census of population and housing, the total number of households in the 

suburbs within a five-kilometre radius of the case study location was 65,346, excluding 

visitors and others not classified as household, with 404,161 in Brisbane LGA. The largest 

average household composition on June 2016 was one-family households, with 

Chermside West having the largest percentage of one-family households at 62.3% of total 

households. 29.7% of households in the custom region were lone-person households and 

of group households consisting of unrelated people, the majority resided in Fortitude 

Valley (8%). Table 3.1 shows that the proportion of all households that comprised single-

person and groups of unrelated people is higher in the case study area than in Brisbane 

LGA, Queensland and Australia, but there are fewer family households.  

 

Source: ABS 3301.0, Births, Australia, 2016; ABS 3302, 0, Deaths, Australia, 2016 
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Table 3.1 Brisbane Case Study Household Composition  
 

Case 

Study 
% 

Brisbane 

LGA 
% Queensland % Australia % 

Family 

households 
40,709 62.3 279,271 69.1 1,189,859 71.8 5,907,625 71.3 

Lone-person 

households 
19,416 29.7 95,700 23.7 389,076 23.5 2,023,542 24.4 

Group 

households 
5,237 8 29,186 7.2 77,898 4.7 354,917 4.3 

Source: ABS, Census of Population and Housing, 2016, General Community Profile - G41 

 
The higher percentage of family households is not only due to increased partnership 

among older people, given the longevity of life expectancy noted in Section 4.2.1, but 

also young people wanting to share their life with a partner as identified by Qu and 

Weston (2013) in the Australian Family Trends No. 4. For example, 42.8% of total family 

households (41,224) were of couples only, which is slightly higher than couples with 

children at 41% in June 2016. The remainder of family households were single parents at 

13%, with the Stafford suburbs carrying the largest percentile.  

 

3.3 Household Dwelling Structures 

The report by the Reserve Bank of Australia (2017) identified that financial stress impacts 

the ability of households to service a debt or build a repayment buffer and thus affects 

housing market prices. As such, these factors influence household formation, which has 

led to certain trends in living arrangements and dwelling structures. The 2016 Census 

data identified that 51% of the 35,450 dwellings in the case study region occupied 

separate (stand-alone) houses. Of these, 3,483 were located in Ashgrove. It was reported 

that 91.6% of private dwellings in the case study region were occupied and 8.4% were 

unoccupied. On the other hand, apartments represented 37.8% of total occupied 

dwellings in the region, compared with 21.3% Brisbane LGA, Queensland 11.3% and 

Australia 13.1% (Figure 3.6). 
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Source: ABS, Census of Population and Housing, 2016, General Community Profile 

Of these dwellings, 22.6% were fully owned, 30% were being purchased, 44.5% were being 

rented and 0.5% were classified as ‘other’. In comparison, the rental units in the study 

region were higher at 36.9% of the total rental dwellings in Brisbane LGA and 34.2% and 

30.9% in Queensland and Australia respectively (Table 3.2). It can be interpreted from the 

average household size of 2.6 people in 2016 that higher density rental dwellings attract 

small households, such as couples only, single persons or single-parent families. This is 

shown by the increase in number of persons residing in the same address from 67,063 in 

2011 to 114,239 in June 2016.  

 

Table 3.2 indicates with the right mortgage and/or rental terms, approximately 50% of all 

households in the case study region would accept a dwelling that would satisfy all their 

dwelling preferences. The ABS further states that there were around 7,545 two-bedroom 

dwellings, 4,785 one-bedroom dwellings and 1,885 three-bedroom dwellings in the case 

study region in the 12 months ending 31 March 2018 (Table 3.3). 

Case Study Brisbane LGA Queensland Australia

Other dwelling 0.1 0.4 1 0.8

Flat or apartment 37.8 21.3 11.3 13.1

Semi-detached 7.4 10.4 10.6 12.7

Separate house 54.3 67.4 76.6 72.9
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Figure 3.6 Occupied Private Dwelling Structure in Brisbane 
Case Study Region
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Table 3.2 Occupied Private Dwellings by Tenure in Brisbane Case Study Region 
 

Case Study 

Region 
% 

Brisbane 

LGA 
% 

Queensland 
% 

Australia 
% 

Owned outright 14,794 22.6 107,159 26.5 471,407 28.5 2,565,695 31 

Owned with a 

mortgage 
19,575 30.0 134,609 33.3 558,439 33.7 2,855,222 34.5 

Rented 29,059 44.5 149,187 36.9 566,478 34.2 2,561,302 30.9 

Other tenure type 314 0.5 3,217 0.8 15,566 0.9 78,994 1 

* Statistics do not include tenure dwellings with tenure type not stated 
 Source: ABS, Census of Population and Housing, 2016, General Community Profile - G41 

 

Within the region, Newstead - Bowen Hills had the highest number of one-bedroom 

(1,745) and two-bedroom (1,817) dwellings, while Wavell Heights had the highest number 

of three-bedroom dwellings (193) and Ashgrove the highest number of four-bedroom 

dwellings (89). The data presented below excludes statistics for bedsitters and number 

of bedrooms not stated, as the information is available for Brisbane LGA (10,813), 

Queensland (48,754) and Australia (238,120) but not for the case study region. 

  

Table 3.3 Number of Occupied Rooms in Private Dwellings, Brisbane Case Study 

Number of Rooms Case Study 

Region 

Brisbane 

LGA 
Queensland Australia 

1 bedroom 4,785 24,161 70,628 411,252 

2 bedrooms 7,545 80,871 275,203 1,562,759 

3 bedrooms 1,885 149,616 657,978 3,403,190 

4 or more bedrooms 822 138,692 604,269 2,670,758 

Average number of 

bedrooms per dwelling 
3.1 3.1 3.2 3.1 

Average number of people 

per household 
2.6 2.6 2.6 2.6 

Source: ABS, Census of Population and Housing, 2016, General Community Profile - G41 

 

The data shows that even though a relatively large number of people are occupying two-

bedroom dwellings – considering the average number of bedrooms per occupied 

dwelling was 3.1 – the gap between the preferred dwelling and the actual dwelling is 

quite large and mostly determined by space. The 2016 Census data shows dwellings in 

the case study region are shifting towards apartment living, which reduces the size of the 
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average new separate house dwellings. In addition to this, the housing formation has 

decreased over all of Australia from 8.6% in 2006–11 to 6.8% in 2011–16, with household 

employment and expenditure impacting the choice of dwelling type and size. 

  

3.4 Household Employment  

The results of the Australian Government Department of Employment for the first 

quarter of 2018 show that 4.4% (4,779) of the 108,912 of the total labour force in the case 

study region were not in employment. The estimate is slightly lower than Brisbane LGA 

(5.3%) during the same period and the 2016 ABS Census for Queensland (7.5%) and 

Australia (6.9%). The estimates are calculated by utilising administrative data such as 

Centrelink Newstart and Youth Allowance (Other) recipients as well as ABS labour force 

estimates. Within the region, Mitchelton had the highest unemployment rate of 10.8%, 

while Wilston was at 2.5%. The 2016 ABS Census data stated that 979 out of 22,375 

families with children under 15 years age had parents who were not employed, of which 

Stafford had the highest percentage (14.3%). Figure 3.7 shows a decline of unemployment 

in the case study are from approximately 4.5% in September 2017 to March 2018. 

 

 

Across the same period, there were 92,452 jobs in a number of divisions that were 

classified as employment by industry. These were largely driven by professional, scientific 

and technical services at 9.6% (excepting computer system design and related services), 

food and beverage services (6.3%), hospitals (5.6%), public administration (5.5%) and 

Based on a 4-quarter smoothed series. 
Source: Australian Government Department of Jobs and Small Business, Small Area Labour Markets 
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preschool and school education (5.1%). Figure 3.8 shows that the case study region had a 

higher employment rate except for employment in five industries: manufacturing, retail 

trade, wholesale, construction and education and training.  

 

 

The professional and clerical and administrative workers recorded had 43,628 jobs – 

32.2% and 14.9% in the case study region respectively. Table 3.4 illustrates that a higher 

specialisation ratio of 1.1 was recorded for managers under employment by occupation, 

while 1.19 was recorded for the mining and arts and recreation services under the 

category of employment by industry. The high specialisation ratios reflect the extent to 

which workers of the above-mentioned jobs would find their mobility extremely limited 

due to the requirement of specific skills and training. This impacts the number of working 

hours; for example, of the total employed people in Brisbane LGA, 11.1% worked 1 to 15 

Total used to derive percentage includes inadequately described and not stated responses 
Source: ABS, Census of Population and Housing, 2016, General Community Profile – G51 
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hours, 10.0% worked 16 to 24 hours and 44.2% worked 40 hours or more as of 30 June 

2016 in the week of Census. 

 

 

In the case study region, the median total personal income per year was $48,412, which 

was higher than Brisbane LGA ($40,040 per year). Within the region, Newstead – Bowen 

earned the highest total personal income at $64,324 while Chermside West was the 

lowest at $38,532 per year. Comparatively, the median total family income in case study 

region was $121,512 per year, which is higher than Stafford at $101,088 and Brisbane LGA 

at $108,732 per year but lower than Wilston at $157,253 median total family income per 

year. Table 3.5 shows the median income thresholds for personal, family and households 

based on estimates calculated by both ABS and Queensland Treasury. 

 

Table 3.5 Annual Median Gross Incomes in Brisbane Case Study 
 

Case study Brisbane LGA Queensland Australia 

Personal $48,412 $40,040 $34,320 $34,424 

Family $121,524 $108,732 $86,372 $90,168 

Household $95,316 $90,792 $72,904 $74,776 

Source: ABS, Census of Population and Housing, 2016,  
 

In the 2016 Census, 5.2% (2,157) families in the case study region and 7.3% (21,025) in 

Brisbane LGA earned less than $33,000 per year, which is lower that the initial low-

income limit ($50,489) allowed for NRAS program for affordable housing. Families 

Includes inadequately described and not stated responses  

Source: ABS, Census of Population and Housing, 2016, General Community Profile – G57 

Table 3.4 Employment by Occupation Case Study Region and Brisbane LGA 
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described as being on a very low income are those earning less than $650 per week or 

less than $33,800 per year of the Queensland median income as calculated by both ABS 

and Queensland Treasury. 

 

3.5 Household Expenditure  

In accordance with the ABS 2016 Census data, Table 3.5 shows that the annual median 

household income in the case study region was $95,316 per annum, which is higher than 

that of Brisbane LGA, Queensland and Australia. Since the ABS Household Expenditure 

Survey collects data on households’ expenditure on a weekly basis, the same weekly 

approach is applied to the annual median income to enable the easy comparison and 

interpretation of household expenditure (Figure 3.9).  

 

 

Roughly 29% of households located in the case study region spend an average of $522 of 

their weekly income on their mortgage. The average household weekly rent was $291 for 

a one-bedroom dwelling, $390 for a two-bedroom dwelling, $477 for a three-bedroom 

dwelling and $625 for a four-bedroom dwelling. The rental price excludes goods and 

services including any capital improvement or structural maintenance, since the 

Australian rental legislation does not require renters to incur such costs should any occur 

during their tenancy. Table 3.6 illustrates the difference between weekly rental prices. It 

should be noted that the 2016 Census did not specify if the weekly household income is a 

gross income. Assuming it is a gross income, the percentage of rent on income will 

decrease because of income tax deductions. 

Case Study Brisbane LGA Queensland Australia

Personal 931.00 770.00 660.00 662.00

Family 2,337.00 2,091.00 1,661.00 1,734.00

Household 1,833.00 1,746.00 1,402.00 1,438.00
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Figure 3.9 Median Weekly Gross Income($) 
in Brisbane Case Study Region
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Table 3.6 Weekly Rental Prices in Brisbane Case Study Region 

Expenditure One-
Bedroom 

Two-
Bedroom 

Three-
Bedroom 

Four-
Bedroom 

Rent $291 $390 $477 $625 
Source: 2016 ABS Census of Population and Housing, 2016, General Community Profile  

 

While the largest component of housing costs is rent or mortgage interest, the second 

basic household expenditure is the costs of transport to and from work and the shops as 

well as to and from school or college for households with members who are undertaking 

education. On the night of the Census in June 2016, the number recorded for registered 

motor vehicles owned or used by houses occupying a private dwelling in the case study 

region was 6,475, of which 9.9% had no motor vehicles and 12.2% had three or more 

vehicles. According to the Transport Affordability Index released in 2017 by the Australian 

Automobile Association, households spend an average of $177 a week (approximately 16% 

of weekly household income) to get around. The weekly travel budget (Figure 3.10) is 

directed towards personal vehicle fuel ($64), car loans ($123.80), public transportation 

($53.64), tolls ($49.30) and the remaining $85.29 for the other costs of running a vehicle 

like insurance and registration. These amounts vary with number of vehicles and exclude 

holiday fares.  

 

 

 

However, Australian households’ expenditure does not end with rent or mortgage 

payments and transport to and from work and shops. It also includes spending on other 

living costs such as food, clothing, healthcare and maintenance such as utilities, council 
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Figure 3.10 Breakdown of Transporation Expenditure, Brisbane 
Case Study Region 
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taxes, insurance, furniture and fittings. Depending on life cycle and financial 

circumstances, households might be spending extra money on childcare and school or 

college tuition. The 2016 ABS Census data is used to give a better insight into how the 

level of average household expenditure other than rent and mortgage spending creates 

housing stress and impacts housing affordability. Figure 3.11 shows the proportion of 

weekly household spending on goods and services adjusted by low, middle and high 

equivalised disposable household income (EDHI) quintiles, sourced from ABS Household 

Expenditure Survey, 2015–16. 

 

Figure 3.11 Weekly Household Spending on Goods and Services, by Adjusted 

Low(a), Middle and High EDHI quintiles, 2015-16 

 
a) Excludes the first and second percentiles 
b) EDHI: Equivalised disposable household income  
Source: ABS Household Expenditure Survey, Australia: Summary of Results, 2015-16 

 

According to the ABS Household Expenditure Survey 2015–16, the spending patterns for 

low, middle and high-wealth households were observed to be different, as most low and 
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middle-income households were residing in a rented dwelling, with housing costs 

contributing to between 20–30% of their total housing expenditures. Interestingly, there 

was a direct relation between increases in net worth with proportional increases in 

spending in areas such as recreation, furnishings and equipment and clothing and 

footwear. However, low-income households spent proportionally more on tobacco, 

communications and domestic fuel and electricity. In line with the above discussion, 

Table 3.7 illustrates the types and average household spending other than rent and 

mortgage interest in Queensland region as per ABS Census report on ‘Household 

Expenditure Survey, Australia: Summary of Results, 2015–16.’ 

 

Table 3.7 Average Household Expenditure in Queensland and Brisbane LGA 2015-16 

DISCRETIONARY HOUSEHOLD 

EXPENDITURE 

QUEENSLAND EQUIVALISED DISPOSABLE  

HOUSEHOLD INCOME QUINTILES 

Lowest Second Third Fourth Highest All  

AVERAGE WEEKLY EXPENDITURE ($) 

Domestic fuel and power 28 33 34 37 43 35 

Food and non-alcoholic beverages 131 196 215 275 302 218 

Alcoholic beverages 9 22 36 37 57 31 

Tobacco products 9 13 11 13 13 11 

Clothing and footwear 17 26 33 58 69 40 

Furnishings and equipment 35 34 53 61 85 53 

Household services and operation 21 40 52 53 59 45 

Medical care and health expenses 54 63 73 79 131 78 

Transport 97 130 217 253 360 205 

Communication 31 44 47 55 61 47 

Recreation 67 118 145 192 299 163 

Education *10 31 37 37 75 36 

Personal care 12 20 26 36 47 28 

Miscellaneous goods and services 39 62 83 124 152 91 

Total  560 831 1,061 1,308 1,754 1,081 

(a) * Estimate has a relative standard error of 25% to 50% and should be used with caution 
(b) Sources: (i) 6530.0 - Household Expenditure Survey, Australia: Summary of Results, 2015–16. Cells 

in this table containing 2015–16 data have been randomly adjusted (by perturbation) to avoid the 
release of confidential data. Discrepancies may occur between sums of the component items and 
totals. Differences may occur between tables only where estimates are produced for different 
units (e.g. person, household or expenditure units). See ABS 2015–16 Explanatory Notes for more 
information.  

(c) Personal care refers to hairdressing and beauty salon services, perfume, cosmetics, soap products 
and other toiletries. Service and operations include charges for professional services, hire services 
as well as repair and maintenance 

(d) Assumption: Communication includes internet costs, connected through a desktop/laptop 
computer, mobile/smart phone, tablet, gaming console, smart TV and electronic device 
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According to Earl et al. (2017), the household spending behaviour (Table 3.7) affects 

people’s choice whether to form a household. For example, young adults who still live at 

home may find it difficult to pay for housing costs to live independently, young couples 

may fail to save enough money for a mortgage deposit and families may be forced to 

move neighbourhoods due to the trade-off between rental payments/mortgage interest 

and housing quality. These considerations affect the wellbeing of and create housing 

stress for lone-person, couples and family households. The next section discusses the 

whole-of-household needs using well-defined NRAS household initial income levels and 

housing expenditure including rent for the project located at 244 Stafford St, Brisbane.  

  

3.6 The Bottom Line  

Previous sections described the demographic and socioeconomic factors of the case 

study region according to the data provided by the ABS Census 2016–2018, including that 

of Brisbane LGA, Queensland and Australia for comparison purposes. This section shows 

how the identified factors are applicable to whole-of-life housing affordability based on 

Stafford build to rent scheme on Table 3.8(a). The starting point was to choose 

households’ equivalised disposable income, and for this study, NRAS 2015–16 household 

income was considered first because its household income eligibility thresholds are 

indexed according to the percentage changes in the household component of the CPI. 

Table 3.8(a) presents the rental level the Stafford project is plans to charge under the 

affordability scheme, with a gross yield of 6%, whilst Table 3.8(b) shows NRAS household 

income limits for the period of 2015–16. 

 
Table 3.8(a) Stafford Case Study Project Affordable Rental Yield 

Unit Type Description No Rent      Weeks Total 

Unit 1 1 Bed 1 Bath 0.75 Car 20 $263 52 $273,520 

Unit 2 2 Bed 2 Bath 1 Car 133 $338 52 $2,337,608 

Total         $2,611,128 

Gross Yield    6.00%  
 

The one-bedroom units are priced at $263 per week and two-bedroom units are priced at 

$338 per week. Each unit is let at a discounted rate of 75% of the market rent per week. 

The project’s one-bedroom rent is lower than the ABS Census household expenditure on 
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rent at $291 (see Table 3.6). The assumption is that the Stafford project is adjusted for 

inflation and/or accounts for a car parking space. While it may seem that the Stafford 

project units could be classified as affordable housing, it should be noted that the rent is 

not the only cost that households consider when determining the budget for a rental 

dwelling. For example, the ABS, Australian government and other housing institutions 

are looking at how households’ discretionary spending affects their capacity to maintain 

an acceptable living standard after housing costs. As outlined in Housing affordability 

policy and measures - Volume 1 by Professor Earl, Eduardo Benjamin, Nirodha, Imali and 

Dianne, households’ discretionary spending includes expenditure on groceries, meals 

eaten out, motor vehicles, wellbeing, utilities and other costs. The way households 

allocate income and expenditure may create practical limits that generate stress, both 

housing and emotional. 

 

Table 3.8(b) National Rental Affordability Scheme (NRAS) –  
The 2015-16 Household Gross Income Eligibility Limits 

Household Gross Income 
Initial Household 

Income Limit ($/year) 

Initial Household 

Income Limit ($/week) 

One adult  47,904   921  

Two adults  66,228   1,274  

Three adults  84,552   1,626  

Four adults  102,876   1,978  

Sole parent with one child  66,274   1,275  

Sole parent with two children  82,163   1,580  

Sole parent with three children  98,052   1,886  

Couple with one child  82,117   1,579  

Couple with two children  98,006   1,885  

Couple with three children  113,895   2,190  

 

Since the 2015-16 NRAS figures do not indicate disposable incomes for different 

household compositions, the ABS Household Income and Wealth Australia (6523.0) 

report presenting the average weekly equivalised disposable income for Queensland 

households ($958) was used. Under the whole-of-life housing affordability formula, the 

Queensland weekly equivalised income figure is adjusted using the percentage of income 

affordability earned to reflect different household categories (Table 3.9). 
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To enable a wide range of housing affordability results, the below analysis proceeds by 

exploring three affordability scenarios: (i) comparing a household’s weekly equivalised 

income with their housing costs only (Stafford affordable weekly rental) (ii) the 

relationship between household weekly equivalised income non-discretionary and 

discretionary spending, and (iii) the gap between equivalised income and consumption 

expenditure. The scenario analysis involves three sets of 2016 ABS Census data: the 

Queensland Household Expenditure and Characteristics Survey 2015–16, the Queensland 

Household Income and Income Distribution (equivalised) and the Stafford Project 

affordable weekly rent as summarised in Table 3.9.  

 

Table 3.9 Weekly Equivalised Household Income, Stafford Affordable Rent and 
Equivalised Discretionary Spending for Scenario Analysis 

Household 
income category 

Equivalised 
average 

income ($958) 

Housing cost 
based on 30% 

rule only (a) 

Stafford Project 
affordable weekly 

rent (b)(c) 

Weekly 
discretionary 
expenditure 

Extremely very low (0–30%) $287 $86 $263 $560 

Very low (30–50%) $479 $144 $263 $831 

Low (50–80%) $766 $230 $338 $1,061 

Moderate (80–120%) $1,150 $345 $338 $1,308 

(a) The 30% rule only is applied to the equivalised average income to determine the rent affordability 

of each household income category. The rule is used as per Part 1 Section 4.2 Recommendation for 

Affordable Housing Policy Framework. 

(b) The Stafford project’s affordable weekly rentals are not particularly affordable for households in 

the extremely very low, very low and low-income categories when compared to the 30% rule. 

(c) The Stafford project’s affordable weekly rents are used for the scenario analysis of a build-to-rent 

scheme. 

 

It is assumed that the discretionary spending for different household income groups 

(Part 1 Section 4.2.1) is linearly distributed across household composition.  However, this 

assumption may be considered as biased and may lower household affordability levels 

because the two ABS Census data sources measure income and consumption 

expenditure differently. For example, the ABS data presented in Table 3.7 does not 

adequately reflect the methods used to measure household expenditure such as 

acquisition and the payment and the consumption approaches. Concerning household 

income, there is a significance difference between the annual income of male and 

female-headed households, with the average female wage 89% of the average male wage 

while the median female wage was 92% of the median male wage in 2015-16 (ABS, 2017). 
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It is worth understanding the ways in which the heterogeneity of households’ goods and 

services could make an important difference in forecasting affordable housing demand 

and thereby creating an affordable housing policy initiative. Nonetheless, the finding of 

this study will advance the knowledge as to whether household’s income spent on both 

non-discretionary and additional discretionary expenditure can be used to develop 

investment incentives that would attract private and institutional investors in delivering 

affordable housing schemes such as build to rent. 

 

In consideration of the number of bedrooms offered by the Stafford project and the that 

average number of people per house is 2.6 (Table 3.3), the household compositions 

made up of sole parents with three children and couples with three children are not 

included in the discussion as they require a dwelling with more than three bedrooms to 

achieve sustainable living. As families grow, household preference for dwelling sizes shift 

to low-density housing rather apartments because of the extra space needed to increase 

levels of physical activity for children. Thus, families with children would be more 

adequately accommodated by other build-to-rent schemes that provide affordable 

rentals in a low-density development, for example the Manly West Townhouses, which 

contains around 52 units offering affordable housing to large families.  

 

Households’ basic expenditures including discretionary spending and proposed 

assumptions were assessed to analyse their impacts on the housing affordability margins 

for different household income quintiles using the 244 Stafford Road Project in Brisbane. 

The scenario analysis is expected to identify one of the two outcomes listed below. 

• If there are negative balances in the gap scenario after housing cost and 

discretionary spending have been deducted from the equivalised household 

incomes (highlighted in green and yellow patterns), the assessment is that 

members of the household category should get housing affordability support. 

This is because the disposable income for different households does not meet 

their share of costs for both basic spending and income discretionary spending 

while at the same time attaining reasonable living standards of different 

household categories. 
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• If the balance is positive in the gap scenario (no highlighted patterns), the 

assessment is that the household in question does not require housing 

affordability support. Simply, the household has enough surplus income to 

alleviate housing stress and provide housing security.  

The following sequence of charts 1 (a-d) uses a three-scenario method to summarise the 

housing affordability of the four target household categories presented on Table 5 in the 

Affordable Housing Definition and Policy Guidance Document, Part 1. 

 

While discretionary income is left for spending on other household goods and services 

for the four household categories, the results from Chart 1 (a-d) shows that the average 

income gap between household weekly equivalised income and household expenditure 

including both non-discretionary and discretionary spending was 34%. As of 2015–16, 

extremely very low-income households had the highest income gap of 48% followed by 

very low-income households and low-income household at 39% and 29% respectively. This 

indicates that their experience of financial and housing stress was more intense that of 

moderate income households, which was at 18%. Furthermore, it can be interpreted from 

Chart 1(a-d) that the equivalised incomes of the four household categories have led them 

to being squeezed out of the private housing market. 

 

This insight is supported by the increased number of people who are homeless, sleeping 

rough and living in overcrowded conditions in Australia, all of which have risen to 14% 

between 2011 and 2016 with the biggest increases in capital cities (Ribar, 2017). For 

example, Brisbane homelessness was up by 48% between 2011 and 2016, with rough 

sleeping growing by 20% and overcrowding by 27% during the same period, as indicated 

the ABS Census 2016. Another overreaching insight from the above table is the question 

of how much one should earn either before or after tax to receive an income that hits the 

limit for housing affordability. Of course, one of the many issues related to housing 

affordability is that household proof of income can only be derived from work, 

government benefits or both.  

 



26 | P a g e  
 

 

Chart 1(a) Extremely Very Low Income Household (0–30%) Scenario Analysis for Stafford Build to Rent Project 

   

Chart 1(b) Very Low Income Household (30–50%) Scenario Analysis for Stafford Build to Rent Project 
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Chart 1(c) Low Income Household (50-80%) Scenario Analysis for Stafford Build to Rent Project 

   

 
Chart 1(d) Moderate Income Household (80–120%) Scenario Analysis for Stafford Build to Rent Project 
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For example, let us consider the assumption that a lone person’s income is obtained from 

work and not government benefits using the household income presented under Table 

3.8(b) NRAS Household Gross Income Eligibility Limits. The initial NRAS disposable 

income limit of 2015–16 for one adult was $47,904 annually or $921 weekly, which does 

not match the ABS Census equivalised weekly disposable income 2015–16 of households 

in the first quintile through to the third quintiles at $391 and $839 but is closest to the 

ABS Census equivalised income for households in the fourth quintile i.e. $1,099.  

 

In recognition of their responsibility to ensure that they provide relief for people from 

poverty, Australian governments have been providing income benefits to some 

household compositions in order to address housing affordability. According to the 

Department of Social Services (2016), the government income support across a 

household’s life cycle includes the low-income supplement that provides up to $300 

annually for expenditures such as telephone and energy costs as well as allowances for 

medical, child care and education costs. Nonetheless, the Australian Institute of Health 

and Welfare (AIHW) (2015) notes that Australian income support offers a flat rate 

regardless of financial circumstances and family composition, since the low-income 

supplement, concession and allowances are funded from general government taxation 

revenue. As a result, the primary objective of governments has been to protect 

households against poverty rather than provide income maintenance across a 

household’s life cycle. 

 

It is hard to consider the income disparity/inequality between men and women when 

trying to define the disposable income distribution to determine the housing affordability 

margin. Obviously, the equivalised disposable income of different household categories 

discussed above remains arbitrary and requires further investigation. As a basic check, 

this report uses the Queensland equivalised household income at the percentile level or 

40th(P40) as per the 2016 ABS census publication (Cat 6523.0). The 40th(P40) level 

represent households with low economic resources measured by both low income and 

low wealth quintiles and it includes households below the safety net of income support 

provided by government supplements, concessions and allowances.  
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Chart 2(a) 40th(P40) Equivalised Income Level Scenario Analysis for the Stafford Project Build to Rent at $263 Per Week 

   

 
Chart 2(b) 40th(P40) Equivalised Income Level Scenario Analysis for the Stafford Project Build to Rent at $338 Per Week 

   

Equivalised 
Income

Housing Cost

Discretionary 
Income

Non -Discretionary Scenario in Stafford 
Build to Rent Project

Equivalised 
Income

Housing Cost

Discretionary 
Spending 

Non-Discretionary and Discretionary 
Scenario in  Stafford Build to Rent Project

Equivalised 
Income

Household 
Expenditure 

Income-Cost 
Gap

The Gap Scenario in Stafford Build to 
Rent Project 

Equivalised 
Income

Housing Cost

Discretionary 
Income

Non -Discretionary Scenario in Stafford 
Build to Rent Project

Equivalised 
Income

Housing Cost

Discretionary 
Income

Non-Discretionary and Discretionary 
Scenario in  Stafford Build to Rent Project

Equivalised 
Income

Household 
Expenditure 

Income-Cost 
Gap

The Gap Scenario in Stafford Build to 
Rent Project 



30 | P a g e  
 

The 2016 ABS Household Expenditure Survey (HES) (Cat 6523.0) reported that 

households with negative disposable incomes tend to have expenditure levels 

that are comparable to those of households with higher income levels. Using the 

same three scenarios, Charts 2(a-b) establish the affordability margin after 

Stafford affordable weekly rents ($263 and $338) and discretionary spending of 

$1,081 (Table 3.7) and are deducted from the Queensland equivalised household 

income (i.e. $727) of the selected 40th(P40).  

 

In summary, Charts 2(a) and 2(b) show that in 2015–16 there was a need for a 

housing affordability program such as build to rent for all household categories 

earning the equivalised weekly equivalised income in the 40th(P40) percentile to 

achieve a reasonable standard of living. Regardless of the availability of 

discretionary funds, when only Stafford weekly affordable rents are deducted 

from the average equivalised income of the 40th(P40), there was a notable 30% 

and 32% income gap, which means that irrespective of the measure, the need for 

housing affordability schemes for low and moderate incomes households is 

consistent. Australian governments should create incentives that would influence 

private and institutional investors to engage in housing affordability initiatives 

with a lower investment risk. The purpose of this is to not only relieve households 

from poverty but also to ensure their whole-of-life housing affordability. 

 

The next section discusses a Melbourne case study to assess whether the same 

trend is presented when household basic expenditures including non-

discretionary spending are deducted from households’ disposable income. 

The goal is to advance the research in this area to support investor incentives 

should the Brisbane and Melbourne case studies present a negative housing 

affordability margin for low-income earners.  
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4. AN OVERVIEW OF THE MELBOURNE CASE STUDY REGION 

Just like the Brisbane case study, the suburbs in the Melbourne case study region 

fall within a five-kilometre postcode radius of the potential housing affordability 

project, which is located at 38–40 Claremont Street, South Yarra, Victoria. The 

housing affordability project, also known as The Elfin Apartments, is a 19-storey 

development offering a total of 102 one-bedroomed and six two-bedroomed 

units, each anticipated to be let at a discounted rate of 75% of market rent per 

week. The current market rent per week in the area is $380 for a one-bedroom 

unit and $650 for a two-bedroom unit, making the affordable rent $285 and $488 

respectively. The Elfin also features a sky garden on the rooftop and two levels of 

car parks. Figure 4.1 shows The Elfin Apartments are located at the 38–40 

Claremont Street project.  

 

Figure 4.1 Elfin Apartments at 38-40 Claremont Street, South Yarra 

 
 

South Yarra Affordable Rental Yield  

Unit Type No.  Weekly Rent Weeks Annual Yield 
1 Bed 102 $285 52 $1,511,640 
2 Bed 6 $488 52 $152,256 

Total 108  $1,663,896 
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The Melbourne case study region comprises 30 Greater Melbourne statistical area 

level 2s (SA2's) occupying a total land area of 79.84 square kilometres and are 

listed here in the alphabetical order. These are Abbotsford, Albert Park, Armadale, 

Burnley, Carlton, Caulfield North, Clifton Hill, Collingwood, Cremorne, Docklands, 

East Melbourne, Elwood, Fitzroy, Hawthorn, Hawthorne East, Kew, Kooyong and 

Malvern, Middle Park, Prahran, Richmond, Ripponlea, South Bank, South 

Melbourne as well as South Yarra, St Kilda, St Kilda East, St Kilda West, Toorak and 

Windsor. It should be noted that the data for Melbourne (C) LGA, including those 

of the case study area (Figure 4.2), are based on Australian Bureau of Statistics 

(ABS) and Australian Statistical Geography Standard (ASGS) June 2016 data. In 

some cases, these data have been concorded from other geographical 

boundaries.  

 

Figure 4.2 Map of Melbourne Case Study Region 

 
 

The following sections provide demographic profiles including household 

formation, household dwelling structure and household employment as well as 

household income and expenditure for residents residing in the suburbs within 
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five kilometres of 38–40 Claremont Street, South Yarra. Like the Brisbane case 

study, the purpose is to determine the viability of the project development in 

realistic and objective ways. The process involves analysing factors in Sections 4.1 

to 4.6 under the assumption that all levels of government will remove 

unnecessary planning restrictions and support the delivery of the housing 

projects. Additionally, although South Wharf falls in the five-kilometre postcode 

radius for this case study, it will be included in the discussion only when its values 

are higher than the value zero and excluded when the value is zero.  

 

4.1 Resident Demographic 

The ABS 2016 Census showed the population of greater Melbourne had finally 

exceeded four million at 4,485,211 people. There was also a significant rise in 

population in the Melbourne case study region over the course of ten years, with 

population in the area increasing from 274,374 in 2011 to 324,544 in 2016. 

Richmond had the largest population with 30,499, accounting for 8.3% of total 

population of the Melbourne case study region, while St Kilda had the fastest 

population growth over five years with 12.9% in 2016. During the same period, the 

postcode area with the smallest population was Burnley with 761. This number 

includes an increase of just 61 people since the 2006 ABS National Census.  

 

According to the 2011 and 2016 ABS National Censuses, St Kilda West and Toorak 

had a net population loss of 230 and 256 from 2006 to 2011 but gained 317 and 179 

people in 2016, respectively. The big factor in this population change was housing, 

as St Kilda West residential accommodation dates back to 1900 and much of its 

area was swampland, which later reclaimed and subdivided for new 

developments (Victorian Electoral Commission, 2015). Figure 4.3 shows the 

Melbourne case study region populations during the 2006, 2011 and 2016 ABS 

National Censuses. The figure also suggests that the population of Melbourne 

case study region will continue its growth at an annual average growth rate of 1.8 

until 2051 (The State of Victoria Department of Environment, Land, Water and 

Planning, 2016) 
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Source: Census of Population and Housing, 2006, 2011, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

The Melbourne case study population’s median age was 35 years, which was 

younger than greater Melbourne (36), Victoria (37) and Australia (38) owing to 

the migration of young adults to capital cities from rural areas or interstate 
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including Melbourne (9.6%) due to the availability of employment, education and 

other opportunities (Charles-Edwards et al., 2018). Within the case region, the 

postcode area with the highest median ages were Kooyong and Toorak at 45 

years each followed by Middle Park (42) and Malvern (41) as well as Albert (40) 

and Kew (40). The postcode area with the lowest median age was Carlton (24 

years), in where the University of Melbourne is located. Southbank and Docklands 

both had 30 years and Ripponlea followed at 31. The case study region had a total 

of 176,230 females and 165,438 males at the 2016 ABS Census. The working age 

structure includes about 14.8% in the 15–24 years (early working age), nearly 41.9% 

of its population in the 25–44 years (prime working age) and 20.2 % in the 45–64 

years (mature working age). The age-sex pyramid (Figure 4.4) identifies that there 

are more working age people (15–64 years) than the younger and older people, 

since the age groups in the middle are wider than those near the top and the 

bottom of the diagram.  

 

 
Source: Census of Population and Housing, 2006, 2011, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 
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Unlike the Brisbane case study region, the lower median age has resulted in 

proportionally fewer younger dependents aged 0–14 years at 11.2% of population, 

which is lower than the remaining elderly dependents of over 65 years at 12%. It 

was noted that 8.3% of elderly residents in the case study area live in Caulfield 

North. Victoria data rather than data from the case study region is used in the 

following part of the analysis as the birth and death rates for the case study 

region were not published or assigned a value (based on 2016 ABS Census on 

Greater Capital City Statistical Areas SA2's). Reflecting their life expectancy, 2016 

ABS census recorded on average 82,892 births, which is higher than the 39,450 

deaths in Victoria per year, resulting in an approximate in sex ratio of 102.6 male 

deaths for every 100 female deaths. The Victorian median age of death was 

recorded at 82.6, second to South Australia (83) and lower than Australia (81.9). 

Table 4.1 presents 2016 census data on the population, births and deaths 

registered in state of Victoria. 

 

Table 4.1 Registration of Victoria Population, Births and Deaths 2006-16 

Sex Persons 

States and Territories Victoria 

Frequency Annual 

Measure 2006 2011 2016 

Population  5,061,266 5,537,817 6,179,249 

Births 65,245 71,444 82,892 

Deaths 33,311 36,552 39,450 

Crude Death  6.6 6.6 6.4 

Standardised death rates 5.9 5.6 5.2 

Sex ratio - deaths 100.4 102.2 102.6 

Median age - deaths 80.8 82.2 82.6 
Source: Data extracted on 3 Aug 2018 01:41 UTC (GMT) from ABS. Stat © Commonwealth 

of Australia. Creative Commons Attribution 2.5 Australia  

 

Between 2006 to 2016, Victoria’s standardised death rate showed an overall 

decline at an average fluctuation of 0.6 deaths per 1,000 standard populations. 

Taking into account the data presented in Table 4.1, out of all the Australian states 

and territories, Victoria is good place to live on the basis of its mortality rate which 

is next to South Australia. This advantage comes with an overwhelming increase 
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in the Melbourne population, which reached 5 million by the end June 2018, with 

higher annual growth in greater Melbourne including the case study region due to 

the lifestyle, work and investment opportunities in the area. For example, 

Population Australia (2018) notes that the Melbourne city’s density of 453/km2 has 

made the city the most populated Australian capital city. It is followed by Adelaide 

at 404/km2 and Sydney at 400/km2, while Brisbane is ranked sixth at 145/km2. The 

situation has created a need for more housing to accommodate the annual 

growth rate of its younger population who, as mentioned earlier, have a median 

age of 35. The median age and other demographic factors discussed in this sub-

section provide vital information on patterns and trends contributing to 

household formation discussed in the subsequent section. 

 

4.2 Household Formation 

The registered marital social status of people living in the Melbourne case study 

region is 32.9% married, 16.2% de facto and 50.8% not married of which 32.7% of 

respondents answered “not applicable” on the 2016 ABS Census form. This data 

was calculated from the 2016 ABS Relationship in Household (RLHP) and 

Registered Marital Status (MSTP) records, representing all persons aged over 15 

years who were present in private household dwellings during census night. Given 

the median age of the case study region, this shows that young people are 

turning away from registered and de facto marriages. During this period, Kew had 

the highest rate of registered marriages at 9.7%, South Melbourne at 9.1% for de 

facto marriages, Richmond for not married (8.6%) and Kew recorded 7.9% for not 

applicable, which means either a household of one person or a person living with 

other family members or in shared accommodation.  

 

Burnley and Ko0yong had an average of 0.2% each across the different types of 

registered marital relationships excluding ‘non-applicable categories’. The two 

suburbs have experienced slow population growth since the 2006 ABS Census; for 

example, in 2016 the suburbs had a total of 1,594 or 0.4% of the total population in 

this case study region. Figure 4.5 shows the registered social status in the 

Melbourne case study region. As detailed by Grinstein-Weiss et al. (2011), and as 
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presented in Section 3.2, the variables recorded under the marital status are the 

major influencers of trends in living arrangements and household formation. 

 

 
Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

Even though the younger population are perceived to prefer living independently 

in pursuit of higher education and/or job opportunities instead of marriage, the 

2016 ABS Census data indicated that more than 52% of the population in the case 

study area lived in a family household (52%). During this time, of all households, 

36% were single person households and 11.9% were group households in the 

Melbourne case study region. The same pattern across all household formations is 

observed in greater Melbourne, Victorian and Australian locations (Table 4.2). 

Even more significant, however, is that the case study’s lone-person household 

and group household were higher than the other three locations. This may be due 

to an increased number of divorced, separated and never-married persons from 

162,168 in 2011 to 194,891, with widowed persons at 10,112 in 2016, as illustrated in 

the ABS Census Registered Marital Status (MSTP).  
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Table 4.2 Melbourne Case Study Household Composition 

Location Family Lone Group 

Melbourne Case Study  79,764 52.0% 55,220 36.0% 18,269 11.9% 

Greater Melbourne  1,129,553 71.7% 366,005 23.2% 78,913 5.0% 

Victoria 1,495,290 70.8% 521,828 24.7% 95,588 4.5% 

Australia  5,907,625 71.3% 2,023,542 24.4% 354,917 4.3% 

Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 
The composition of family and group households has a noticeable effect on living 

arrangements, including couples with no children, couples with children, one 

parent and ‘other’ or non-family, representing related or unrelated people living in 

the same household. During the 2016 ABS Census, the highest proportion of 

couple without children households (8.9% or 3,782) and one-parent households 

(11% or 983) were recorded in Richmond. Around 2,348 (9%) of family households 

comprising a couple with children resided in Caulfield North while Carlton 

registered high for non-family households at 10.5% (2,542). Figure 4.6 presents a 

line graph of different living arrangements created under the family and group 

households composition (Table 4.2). Suburbs with line closest to zero had the 

lowest number of residents across all living arrangements. 

 

Source: Census of Population and Housing 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 
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4.3 Household Dwelling Structure 

The ABS Census data of 2006, 2011 and 2016 for the Melbourne case study region 

indicates that overall ownership of household dwellings has not changed 

substantially for dwellings owned through outright purchase and mortgages, 

hovering around an average of 16.6% over the last 10 years. This slow pace in 

ownership of private dwellings suggests an increase in residential letting including 

dwellings rented under rent/buy scheme at 34.4% during the same period. This 

shows that homeownership for younger people and the elderly has declined over 

time. As reported by the Reserve Bank of Australia (2017) and Yates (2011), the 

lack of ability to service mortgage debt and an inability to raise a mortgage 

deposit drives different household compositions with different age groups away 

from ownership tenure. 

 

Within the case study region, Richmond had the highest number of fully owned 

dwellings (2,457) and mortgaged dwellings (7,301), while South Yarra had the 

largest percentage of rented dwellings with 64.5% and 4.9% of other tenure 

(including dwelling being occupied rent-free and the life tenure scheme). Figure 

4.7 shows the proportion of private household dwellings under different tenure 

types between 2006 and 2016. As such, demographic and household formation 

factors impacts both dwelling tenure and dwelling structure.  

 

 
Source: Census of Population and Housing, 2006, 2011, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 
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The 2016 Census data identified that 15.5% of the 152,459 dwellings in the case 

study region occupied separate (stand-alone) houses. Of these, 3,054 were 

located in Caulfield North while Clifton Hill had the largest percentage of semi-

detached dwellings. Apartments represented 62.5% of the total occupied 

dwellings in the region, compared with 14.7% in greater Melbourne, 11.7% in 

Victoria and 13.2% in Australia (Table 4.3). Within the case study, Windsor had the 

highest concentration of lower density dwellings, with 59 houses and with a 

complete absence of apartments, semi-detached and other dwellings. This 

reflects that the suburbs’ attraction to mature adults, elderly and large families in 

comparison to suburbs with higher density dwellings that are likely to attract 

more younger people, couples or lone-person households. The case study suburbs 

with a large concentration of apartments include St Kilda (9,690), South Yarra 

(9,417) and Southbank (8,127). 

 

Table 4.3 Melbourne Case Study Region Dwelling Structure 

Location Separate House Semi-detached Apartment Other 

Case Study   23,694  15.5%  32,577  21.4%  95,322  62.5%  866  0.6% 

Melbourne  1,067,637 68.0% 264,404 16.8% 231,297 14.7% 6,400 0.4% 

Victoria 1,546,945 73.5% 300,918 14.3% 246,040 11.7% 11,093 0.5% 

Australia  6,041,788 73.2% 1,055,016 12.8% 1,087,434 13.2% 64,425 0.8% 

Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

Capital city suburbs with a concentration of higher density dwellings like St Kilda 

are perceived to have a large proportion of one- and two-bedroom units with 

some three-bedroom units. This perception is supported by the 2016 ABS Census 

data of the case study region, where St Kilda and South Yarra had the highest 

number of one- and two-bedroom dwellings, with 9,644 and 9,099 dwellings 

respectively. Within the region, Clifton Hill had the largest percentage of three-

bedroom dwellings with 33.8% and Kooyong at 24.8% for four-bedroom dwellings. 

Table 4.4 present a summary of the 2016 ABS Census data on the number of 

occupied rooms in private dwellings. The data excludes statistics for bedsitters 
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and the like as the information is available for greater Melbourne (6,732), Victoria 

(8,279) and Australia (39,769) but not for the case study region. 

  
Table 4.4 Number of Occupied Rooms in Private Dwellings,  

Melbourne Case Study  

Number of Rooms 
Study Case 

Study 
Greater 

Melbourne 
Victoria Australia 

1 Bedroom 34,094 90,018 107,356 411,252 

2 Bedrooms 68,768 319,669 407,620 1,562,759 

3 Bedrooms 33,303 662,460 930,257 3,403,190 

4 Bedroom 14,211 459,373 608,502 2,670,758 

Average rooms per 
dwelling 

2.3 3 3 3.1 

Average people per 
household  

2 2.7 2.6 2.6 

Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

Table 4.4 shows that there was a higher proportion of two-bedroom dwellings in 

the case study region in comparison to greater Melbourne, Victoria and Australia, 

which all have an average of three bedrooms per dwelling. Considering the 

average number of bedrooms per occupied dwelling and the higher density 

dwellings in the case study location, this situation can be interpreted as showing 

that residents are moving from separate and semi-detached dwellings to 

apartment living.  

 

The ABS National Census data for occupied private dwellings in the case study 

region was 89.6% in 2006 and 86.8% in 2016. Unoccupied private dwellings 

increased to 13.2% from 10.4% during the same period of time. This data is in 

conjunction with the 76.39% increase of the ‘other’ form of tenure type, which 

includes rent-free and life tenure scheme dwellings in the Melbourne case study 

region. In addition to this, a decline in the double-income households due to 

divorce, separation, being widowed and differed marriage as well as a lack of job 

security are the drivers of the rental apartment trends (Hall, 2017; Burke et al., 

2014).  
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4.4 Household Employment  

Table 4.5 shows a summary of employment by household composition based on 

the 2016 ABS Census. Of all the household compositions in the Melbourne case 

study region including those with dependents aged under the age of 15 years, 

there were 181,099 households (62.9%) classed as working, 11,245 households 

(4.3%) recorded as unemployed actively looking for part-time or full-time jobs and 

261,652 were identified as not in the work force – not participating in the labour 

for various reasons including age disability and education. 11.5% of all the 

unemployed category were households with dependent children of under 15 

years, above 15 years or both, as well as students and non-student dependents. 

More single parents were living in unemployed households (10.2%) than couples 

with children (0.4%) of the total unemployment by household composition.  

 
Table 4.5 Employment by Household Composition in  

Melbourne Case Study Region 

Household Employed Unemployed Not in work force 

Family  118,377 70.1% 6,669 4.0% 43,766 25.9% 

Lone person  34,348 63.8% 2,285 4.2% 17,207 32.0% 

Group  28,374 72.8% 2,291 5.9% 8,335 21.4% 

Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

The Australian Institute of Health and Welfare (2017) states ‘changes in the family 

structure, particularly separations, often increase the costs of housing by 

increasing housing mobility due to housing unaffordability or insecurity.’ Even 

employed households can experience dwelling transitions, for example from 

ownership to renting or from a two-bedroom rental to a one-bedroom or even 

becoming homeless due to the continuous increases in market rent and 

household demographic change as well as the wages to rent ratio. Within the 

region, there were 209,811 households employed, 68.8% in full-time employment, 

27% in part-time employment and 4.2% of people who are employed but are 

currently away from work due to injury, holidays, sickness, et cetera. Figure 4.8 
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shows the 2016 ABS Census data for different forms of employment in the 

Melbourne case study region. 

 

 
Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

During the 2016 ABS Census, there were 193,965 jobs in a number of divisions that 

were classified as employment by industry. These were largely driven by 

professional, scientific and technical services at 17.5% followed by health care and 

social assistance (12%) then retail trade (9.1%). Figure 4.9 shows employment by 

industry including the ones at the low end of spectrum, which are electricity, gas, 

water and waste services (0.9%), mining (0.3%) and agriculture, forestry and 

fishing (0.4%) in the Melbourne case study region.  
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Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

Data from the 2016 ABS Census shows that professionals (40.9%) and managers 

(18.4%) not only account for high percentages of occupations in the case study 

region but also in employment by occupation data for greater Melbourne, Victoria 

and Australia. These occupations are high in the capital cities because of 

complementarity and specialisation and the need to collaborate with other 

specialised jobs such as human resources, design and engineering, system 

analysts and public relations. Employment by occupation affects the number of 

households working; for example, of the total employed in Melbourne case study 

region, 10% worked 1–15 hours, 9% worked 16–39 hours and 55% worked 40 hours 

or more as of 30 June 2016 in the week of Census. Table 4.6 shows employment 

by occupation requiring a high level of skill specialisation in the Melbourne case 

study region in comparison with data for the greater Melbourne, Victoria and 

Australian regions.  
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Table 4.6 Employment by Occupation in the Melbourne Case Study Region 

Specialisation Custom Region Melbourne (G) Victoria Australia 

Professional  79,369  40.9%  528,261  25.4%  636,220  23.7%  2,370,966  22.6% 

Managers  35,617  18.4%  279,601  13.4%  369,921  13.8%  1,390,047  13.2% 

Clerical & 
Administration 

 23,383  12.1%  293,226  14.1%  363,216  13.5%  1,449,681  13.8% 

Community & 
Service Workers 

 17,073  8.8%  216,447  10.4%  289,348  10.8%  1,157,003  11.0% 

Sales Workers  15,981  8.2%  205,194  9.9%  265,142  9.9%  1,000,955  9.5% 

Technicians & 
Trades Work 

 13,370  6.9%  266,855  12.8%  358,749  13.3%  1,447,414  13.8% 

Labourers  6,709  3.5%  170,451  8.2%  247,428  9.2%  1,011,520  9.6% 

Machinery 
Operators & Drivers 

 2,463  1.3%  118,891  5.7%  159,193  5.9%  670,106  6.4% 

Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

In the case study region, the weekly median income for dwellings of a lone-person 

was $971, family was $2,659 and household was $1,950 higher than greater 

Melbourne, Victoria and Australia, as illustrated in Figure 4.10. Within the 

Melbourne case study region, Kooyong earned the highest weekly family and 

household incomes at $2,625 and $3,365 while Cremorne had the highest income 

for lone-persons at $1,354. Comparatively, Carlton had the lowest weekly income 

across all dwellings in the case study regions i.e. $338 for lone-person, $561 for 

household and $1,359 for family. Figure 4.10 shows the median income thresholds 

for personal, family and households based on the 2016 ABS Census estimates. 

 

 
Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 
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In the 2016 Census, 9.3% (11,289) individuals in the Melbourne case study region 

earned an equivalised income of less than $399 weekly (or $20,799 p.a.), which is 

two times lower than the low-income household of $650 per week or less than 

$33,800 per year as defined by the 2016 ABS Census at the state or territory and 

national levels. During the same period, it was observed that 24.8% (21,025) 

households earned an equivalised income of $400 weekly (or $20,800 p.a.) to 

$999 weekly (51,999 p.a.). These household incomes of different age groups in 

the Melbourne case study were again less than the average household income 

limit (for example, the lone-person household equivalised income was at $1,050 

weekly or $54,593 p.a.) to be eligible for the 2016 NRAS program for affordable 

housing.  

 

4.5 Household Expenditure 

According to the 2016 ABS Census, low-income households earning an equivalised 

income of less than 1% of the national income spend the same on household 

expenditures as the high-income earners who earn more than 20% of the national 

income. For instance, the 2016 ABS Census on mortgage repayments recorded 

that 61% of households located in the case study region spend up to $750 of their 

weekly income on their mortgage while 1,596 (5% of the total households) had no 

mortgage payment. The suburbs with highest and lowest mortgage payments 

were Richmond (8.8%) and Burnley (0.3%), respectively. Within the case study 

region, 13,339 households spent their income on rent. The weekly rent categories 

showed 12.8% of households paid up to $349; 10.9% from $350 to $449; 15.9% from 

$450 to $849; and 2% paid weekly rent of $85o and over.  

 

Interestingly, 58% of the total households in the private rental market within the 

Melbourne case study region ticked ‘rent other’ on the 2016 ABS Census survey 

form. The definition of ‘rent other,’ according to the 2016 ABS Census online table 

builder, includes households that do not pay any rent and are not active in the 

rental market for various reasons including living with family or friends as well as 

homelessness (e.g., couch surfing). For example, the 2016 ABS Census and the 

Australian Institute of Health and Welfare (AIHW) (2017) reported that Australian 
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women, particularly those aged over 45 years, accessed over 10,000 

homelessness services due to housing stress, i.e. they spent more than 30% of 

their income securing housing. Figure 4.11 shows the ranges of weekly rents paid 

by different households in the Melbourne case study region.  

 

 
Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

The 2016 ABS Census in the case study region shows that the household median 

weekly rent across all types of dwellings was $406, where South Wharf had the 

highest median weekly rent of $687 while Ripponlea, St Kilda East and St Kilda 

West had the lowest median weekly rent at $360. Within the case study, 51.4% of 

the total households renting a one-bedroom dwelling paid up to $350 per week 

and 16% of the 36,530 households were renting a two-bedroom dwelling at a 

weekly rent of $350-$499. Households occupying three and four-bedroom 

dwellings paid more weekly rent, starting at $450. Table 4.7 illustrates the 

difference between weekly rentals and households’ median weekly income. It 
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should be noted that the 2016 Census did not specify whether the weekly 

household income is a gross income. Assuming it is a pre-tax income, the 

percentage of rent on income will increase (Refer to Part 1).  

 
Table 4.7 Weekly Rent by Number of Bedrooms in Private Dwellings 

in the Melbourne Case Study Region  

Weekly 
 rent 

One  
bedroom 

Two  
bedrooms 

Three 
bedrooms 

Four 
bedrooms 

Total 

Up to $249 3,626 14.6% 3,304 9.0% 1,584 14.9% 120 6.7% 11.71% 

$250 - $349 9,119 36.8% 3,334 9.1% 511 4.8% 70 3.9% 17.69% 

$350 - $449 9,392 37.9% 9,480 26.0% 749 7.1% 54 3.0% 26.70% 

$450 - $849 2,412 9.7% 19,709 54.0% 6,092 57.5% 747 41.8% 39.29% 

Over $850 218 0.9% 710 1.9% 1,670 15.8% 796 44.6% 4.61% 

Total 2,4770 36,530 1,0601 1,786 100% 

Source: Census of Population and Housing, 2016, Table Builder © Copyright 
Commonwealth of Australia, 2018 

 

Within this rental market, 83% of total rental dwellings were one to two-bedroom 

dwellings and 17% were three to four-bedroom dwellings in the case study region. 

A high percentage of one to two-bedroom units has an average of two people per 

household, as shown in Table 4.4, and a younger population reside in the region 

(the median age is 35). Carlton had the lowest weekly income for people in both 

lone-person ($335) and household ($561) dwellings and residents spent more than 

50% of their weekly income on housing costs. The situation falls under housing 

stress, as households are almost left with no income to finance other 

expenditures.  

 

The second basic household expenditure apart from rent and mortgage payments 

is transportation costs incurred when travelling to and from work, schools, shops 

and other places such as recreation for leisure parks. As presented in the Brisbane 

Case Study Figure 3.10, depending on the number of cars owned and trips 

undertaken, the total costs tallied up to $377 a week (Transport Affordability 

Index, 2017). Figure 4.12 presents the different modes of transportation used in 

the case study region. Of the entire 174,914 households within this category, 13.6% 
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walked, 34.5% used all forms of public transportation and 48.9% travelled by car as 

a passenger and/or driver. It was observed that around 2.9% used bicycles to 

travel, but the same information was not recorded for other locations.  

 

 
Source: Census of Population and Housing, 2016, Table Builder © Copyright Commonwealth of Australia, 2018 

 

In the 2016 ABS Census, 48,931 households in the case study region owned 

registered vehicles under their usual residential addresses with an average 

number of 1.3 cars per household. Of these households, 5% owned a single car, 

74% two cars and the remaining 21% owned three or more cars. In contrast, over a 

third (38%) of all households had no registered vehicles, which may include 

households that walk, use bicycles or work at home (6% of total households).  

 

Apart from these two basic household expenditures, the 2016 ABS Census and the 

National Institute of Economic and Industry Research (NIEIR-ID) (2016) found that 

household expenditure is comprised of other discretionary spending coming from 

the consumption of other goods and services. On average, households in Victoria 

including greater Melbourne spend around $1,168 weekly or $60,722 annually of 

their equivalised disposable income during the survey year on household 

discretionary spending (Table 4.8). This discretionary spending amount as 

estimated in 2016 but incurred between 2015 and 2016 is used to determine the 

housing affordability margins of the Elfin Apartment project located on 38–40 

Claremont Street, South Yarra, Victoria.  
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Table 4.8 Average Weekly Household Discretionary Expenditure  

In Victoria and Greater Melbourne in 2015-16 

DISCRETIONARY HOUSEHOLD 

EXPENDITURE 

VICTORIA EQUIVALISED DISPOSABLE  

HOUSEHOLD INCOME QUINTILES 

Lowest Second Third Fourth Highest All  

AVERAGE WEEKLY EXPENDITURE ($) 

Domestic fuel and power 39 44 45 50 53 46 

Food and non-alcoholic beverages 148 205 256 274 348 244 

Alcoholic beverages 13 23 30 38 59 32 

Tobacco products 10 17 19 19 13 15 

Clothing and footwear 18 34 45 50 87 47 

Furnishings and equipment 27 *47 63 55 91 54 

Household services and operation 20 31 35 58 66 41 

Medical care and health expenses 41 57 77 92 130 78 

Transport 101 156 204 262 393 218 

Communication 31 43 52 54 63 48 

Recreation 69 120 174 188 309 169 

Education 21 *34 43 42 105 49 

Personal care 16 23 29 35 46 30 

Miscellaneous goods and services 48 51 79 126 189 96 

Total 603 885 1,153 1,342 1,953 1,168 

(a) * Estimate has a relative standard error of 25% to 50% and should be used with caution 
(b) Sources: (i) 6530.0 - Household Expenditure Survey, Australia: Summary of Results, 2015–

16. Cells in this table containing 2015–16 data have been randomly adjusted (by 
perturbation) to avoid the release of confidential data. Discrepancies may occur between 
sums of the component items and totals. Differences may occur between tables only 
where estimates are produced for different units (e.g. person, household or expenditure 
units). See ABS 2015-16 Explanatory Notes for more information.  

(c) Assumption: Refer to Table 3.7 description notes in part (c) and (d)  

 

In line with the basic expenditures discussed above, food (17%), Transportation 

(15%) and recreation (12%) were the largest contributors to household 

consumption expenditure across Victoria, including the case study region. Table 

4.8 indicates further that miscellaneous goods and services – included but not 

limited to pet care, travel and consumer credit, which are often under reported – 

accounted for 7 % of the total equivalised household income. Within the 

Melbourne case study, the four household categories earning an equivalised 

disposable income of between $603 and $1,342 fund their discretionary 

expenditures as presented on Table 4.8 above. The next section uses the 

demographic and socioeconomic factors adjusted for inflation using CPI to 

determine whole-of-life housing affordability. 



52 | P a g e  
 

4.6 The Bottom Line 

As in the Brisbane case study, the average weekly equivalised disposable income 

for Victorian households including those in greater Melbourne households 

reported in the 2015–16 ABS Household Income and Wealth Australia (Cat. 6523.0) 

of $988 was used for the three-scenario analysis for a build-to-rent project in 

South Yarra. The affordability scenario includes: 

(i) Comparisons of a household’s weekly equivalised income with their 

housing costs only (South Yarra affordable weekly rental)  

(ii) The relationship between household weekly equivalised income non-

discretionary and discretionary spending, and  

(iii) The gap between equivalised income and consumption expenditure. 

 

To enable a wide range of results for housing affordability, three sets of 2016 ABS 

Census data collected in state of Victoria have been adopted: the Victoria 

Household Expenditure and Characteristics Survey 2015–16, the Victoria 

Household Income and Income Distribution (equivalised) and the affordable 

weekly rent based on the Elfin Apartment project located on plot 38–40 

Claremont Street, South Yarra presented on Table 4.9.  

 

Table 4.9 Weekly Equivalised Household Income, South Yarra Affordable Rent  
and Equivalised Discretionary Spending for Scenario Analysis 

Household 
income category 

Equivalised 
average 

income ($988) 

Housing cost 
based on 30% 

rule only (a) 

South Yarra  
project affordable  

weekly rent (b)(C) 

Weekly 
discretionary 
expenditure 

Extremely very low (0–30%) $296  $89  $285  $603  

Very low (30–50%) $494  $148  $285  $885  

Low (50–80%) $790  $237  $488  $1,153  

Moderate (80–120%) $1,186  $356  $488  $1,342  

(a) 30% rule only is applied to the equivalised average income to determine the rent affordability 
of each household income category. The rule is used as per Part 1 Section 4.2 
Recommendation for Affordable Housing Policy Framework. 

(b) Even though the South Yarra project’s affordable weekly rents are 75% of the market rent, 
they are not particularly affordable for households in the extremely very low, very low and 
low-income categories when compared to the 30% rule. 

(c) The South Yarra project’s affordable weekly rents are used for the scenario analysis of the 
build-to-rent scheme. 
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While discussions about housing affordability have been focused on the two 

housing basic expenditures, housing costs and discretionary spending, the 

following analysis includes other housing discretionary spending (Table 4.8), as 

these are relevant in the assessment of whole-of-life housing affordability. 

Drawing from the ABS Census data along with the assumptions presented under 

Section 3.6, Chart 3 (a-d) uses a three-scenario method to analyse the impacts of 

both non-discretionary and discretionary expenditures on the housing 

affordability margins for different household income groups based on an 

apartment project located on plot 38–40 Claremont Street, South Yarra.  

 

This working paper is expected to achieve either or both of the following 

outcomes: 

• If it is a negative balance after discretionary spending has been deducted 

(highlighted in green and yellow patterns), the assessment is that 

members of the household category should be eligible to receive housing 

affordability support. This because the disposable income for different 

household categories does not meet their share of costs for both basic and 

discretionary spending while at the same time attaining a reasonable living 

standard of different household categories. 

• If the balance is positive (no highlighted patterns), the assessment is that 

the household in question does not require housing affordability support. 

Simply, the household has enough surplus income to alleviate housing 

stress and provide housing security. 

 

Chart 3(a-d) shows all household categories had an overwhelming average 

income gap of 37%, indicating that households’ consumption expenditure is higher 

than their weekly equivalised income. Although the income gap is higher than in 

the Brisbane case study (34%), there is not much difference in the equivalised 

disposable income spent on household expenditures between the two case study 

areas. The extremely low-income households had an income gap of 50%, very low-

income households had a gap of 41% and low-income households had a gap of 

35%, whilst moderate income households had the lowest income gap at 25%. 
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Chart 3(a) Extremely Very Low Income Household (0–30%) Scenario Analysis for South Yarra Build to Rent Project 

   

 

Chart 3(b) Very Low Income Household (30–50%) Scenario Analysis for South Yarra Build to Rent Project 
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Chart 3(c) Low Income Household (50–80%) Scenario Analysis for South Yarra Build to Rent Project 

   

 

Chart 3(d) Moderate Income Household (50%–80%) Scenario Analysis for South Yarra Build to Rent Project 

   

 

Equivalised 
Income

Housing Cost

Discretionary 
Income

Non-Discretionary Scenario in South Yarra 
Build to Rent Project

Equivalised 
Income

Housing Cost

Discretionary 
Spending 

Non-Discretionary and Discretionary 
Scenario in  South Yarra Build to Rent 

Project
Equivalised 

Income

Household 
Expenditure 

Income-Cost 
Gap

The Gap Scenario in South Yarra Build to 
Rent Project 

Equivalised 
Income

Housing Cost

Discretionary 
Income

Non-Discretionary Scenario in South Yarra 
Build to Rent Project

Equivalised 
Income

Housing Cost

Discretionary 
Spending 

Non-Discretionary and Discretionary 
Scenario in  South Yarra Build to Rent 

Project

Equivalised 
Income

Household 
Expenditure 

Income-Cost 
Gap

The Gap Scenario in South Yarra Build to 
Rent Project 



56 | P a g e  
 

 

As demonstrated in the Brisbane case study region, Chart 3(a-b) implies households with 

negative equivalised income have a lower chance of acquiring dwellings units with 

acceptable living standards. According to the 2015 ABS Equivalised Total Household 

Weekly Income (HIED) by State Suburbs, around 54,057 households in the Melbourne 

case study region earn an equivalised weekly income of $1 to $1,249. This suggests that 

the government must intervene by not only protecting households from falling below 

the poverty line (Whiteford and Angenent, 2002) but also by giving greater importance 

to direct housing affordability-related socioeconomic problems such as financing 

livelihood activities and discretionary spending.  

 

The demographic and socioeconomic census data, including expenditure from different 

sources, as presented in the above previous section, are partial. For example, ABS notes 

that census data have been randomly adjusted to avoid the release of confidential data. 

As a basic check, the report uses the Victoria equivalised household income at the 

percentile level of 40th(P40) in the 2016 ABS census publication (Cat 6523.0). In addition 

to this, the income percentiles represent households with both the low-income and low-

wealth quintiles and the safety net of income support provided by government 

supplements, concessions and allowances considered in order to guarantee the reliability 

of findings presented under Appendix E (1-5) on low-income household affordability 

margins.  

 

Using the same assumption outlined at the beginning of Section 4.6, Chart 4 (a-b) 

establishes the household affordability margins after weekly non-discretionary costs 

based on one and two-bedroom units’ affordable rents ($285 and $488 respectively) at 

the 38–40 Claremont Street project in South Yarra and average equivalised discretionary 

spending presented on Table 3.8 ($1,168) are deducted from the Victorian weekly 

equivalised household disposable income at in the 40th(P40) level ($714). 
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Chart 4(a) 40th(P40) Equivalised Income Level Scenario Analysis for the South Yarra Project Build to Rent at $285 Per Week 

   

 
Chart 2(b) 40th(P40) Equivalised Income Level Scenario Analysis for the South Yarra Project Build to Rent at $488 Per Week 
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Chart 4(a-b) shows that there is little difference between household income category 

and percentile measures, as both have a negative affordability margin and thus create 

financial and housing stress. This illustrates affordable housing problems that can be 

attributed to increasing household expenditures costs, which increase uncertainty in 

achieving an adequate and sustainable living standard for many Australian households, 

including those in the Melbourne case study region. Nonetheless, this study suggests 

further evaluation of housing stress experienced by these households, as the applied 

housing discretionary spending assumptions were average costs incurred in the 

management of household wellbeing instead of exact spending. As mentioned in Section 

3.6, the information concerning how much one should earn before tax to receive an 

income that hits the limit for housing affordability should be more precise.  

 

However, there is gap in the comprehensive data available from the government 

resources, both with regards to household disposable income and household 

expenditure including discretionary spending. Household statistics allow for a thorough 

identification of households who do not have dwellings with acceptable living standards 

because of their unaffordability. As a result, the situation hinders the efforts of public 

and private sectors to formulate policy regimes for housing affordability initiatives. To 

effectively close this gap, the findings from this paper suggest that the housing 

affordability sector should go beyond managing and rigorously monitoring changes in 

households’ socioeconomic data to including sensitivity analysis of corporate investment 

decisions in the housing affordability sector. 

 

5. CONCLUSION  

One of the major setbacks in creating housing affordability regimes is the household 

expenditure on the consumption of goods and services spent on dwelling management 

differ significantly. The report from the ABS’s 2016 Census entitled ‘Household 

Expenditure Survey (HES) and Survey of Income and Housing (SIH), Australia, 2015–16 

(Cat. 6503.0)’ as well as the National Institute of Economic and Industry Research (NIEIR) 

(2016) have narrowed this knowledge gap. Based on these two reports in addition to 

other resources, this working paper found that the average equivalised household 

expenditure excluding housing costs in Brisbane (c) LGA and Greater Melbourne was 
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$1,081 and $1,168, which is well above the equivalised disposable income of $958 and 

$988 in 2015–16, respectively.  The evidence suggests that household expenditure 

constrains the low and medium-income population from accessing the dwellings that 

meet an adequate standard of living as well as their socioeconomic needs.  At the other 

end of the spectrum, this also hinders the efforts of the public and private sectors from 

creating effective housing affordability regimes even with government benefits, 

allowances and supplements.  

 

Following Sections 3.6 and 4.6, the next stage is to progress the affordable housing 

enabler (part 1) by undertaking a feasibility analysis to test the implications of various 

forms of taxation on the Brisbane and Melbourne case studies (Part 2). Phase two will 

begin with the establishment of different weekly rents required to provide the 

appropriate internal rate of return (IRR) to investors under the following conditions:  

5. No stamp duty paid when the project moves from development to investment, no 

land tax paid during the investment period and no local government taxation 

(rates and taxes); 

6. No stamp duty paid when the project moves from development to investment, 

but land tax paid during the investment period and local government taxation 

(rates and taxes) paid; 

7. No stamp duty paid when the project moves from development to investment, 

but land tax paid during the investment period and no local government taxation 

(rates and taxes) paid; and 

8. Stamp duty paid when the project moves from development to investment, but 

land tax paid during the investment period and local government taxation (rates 

and taxes) paid 

The purpose is to identify how different tax incentives during the investment period will 

lead to the whole-of-life housing affordability on the demand side and reasonable risk 

with higher net present value (NPV) on the supply side of Australian affordable housing 

sector.  

 

Overall, as presented earlier, this project compares information about the historical 

issues in affordable housing and the current housing affordability problems faced by 
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different households with income levels against the Stafford and South Yarra affordable 

housing project. More studies would be needed in other Australian state and territories 

such as New South Wales where numbers of household expenditures are significant like 

to create compelling evidence for build to rent schemes.  
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