












OUTER INDUSTRY NORMMELBOURNE

1.5

2.0

2.5

3.0

3.5

4.0

JA
N

-1
3

FE
B

-1
3

M
A

R
-1

3

A
P

R
-1

3

M
AY

-1
3

JU
N

-1
3

JU
L-

13

A
U

G
-1

3

MARKET 
CONDITIONS
This section canvases a number of key 
factors in relation to the performance 
of a residential investment opportunity 
including vacancy rates, median price 
(and trends) and rentals.

Metropolitan Melbourne Residential 
Vacancy Rates

Since the mid 2000s, Melbourne, like all 
capital city markets has experienced a 
signifi cant tightening of the residential 
vacancy rate.

The rental market is considered to be 
in balance (represent ‘normal’ market 
conditions) when the vacancy rate 
is around 3 percent. Melbourne last 
experienced a vacancy rate of this level 
in January 2005. 2

Vacancy rates lower than this benchmark 
indicates a severe shortage of dwellings, 
and subsequent strong demand for rental 
accommodation. 3

Detailed in the table to the right, outer 
Melbourne is experiencing vacancy levels 
well below normal market conditions—
an ideal market for a potential investor. 
The outer Melbourne vacancy rate as at 
August 2013 is 1.9 percent compared with 
2.6 percent at January of the same year. 4 

The table also illustrates that inner 
Melbourne is currently experiencing much 
tougher vacancy levels, having exceeded 
the normal level for the last three months.

Outer Melbourne - Trend Residential Vacancy Rate

Source: REIV, Compiled by Oliver Hume Research
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SHARES (LHS) UNITS (RHS) Shares | Trend 7.3% p.a Growth Units | Trend: 8.3% p.a Growth

Shares: S&P/ASX 200 Index, base December 1979 = 500 | Units REIA Median Unit Price
Source: Reserve Bank of Australia, REIA Compiled by Oliver Hume Research
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