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Information on Blue Mountains Housing Market
INTRODUCTION

This information on Blue Mountains Housing Market examines the affordability, adequacy and appropriateness of housing to meet the needs of the local community, with a particular focus on low and moderate income earners who may be in housing need.  The term ‘affordable housing’ applies to housing that is appropriate to the needs of a household and within their means to pay for it. 

Data for this housing market analysis has been drawn from the Australian Bureau of Statistics 2006 and 2001 Census, Centrelink, Rental Bond Board data, Valuer General’s data and Housing NSW’s asset database. For analysis purposes, Housing NSW groups Blue Mountains LGA as part of the Outer Western Sydney market together with Hawkesbury, Penrith and Blacktown. These market groups have been identified largely on the basis of shared geographical, demographic, and socio-economic characteristics. 

Attached to this analysis are a number of explanatory notes and fact sheets that elaborate on the information included in the housing market analysis.  The explanatory notes discuss housing stress, adequacy and appropriateness of affordable housing stock, housing diversity as well as what can be done about these issues, broader housing market trends, plus where to look for more information.  The fact sheets provide information on housing tenure, homelessness, boarding house accommodation and residents, caravan park accommodation and residents, housing for older people, housing for younger people, key workers and social impact assessment, amongst other issues, with some ideas on what can be done about these issues at a local level.

HOUSING MARKET

A Glance at the Market

At the 2006 Census, Blue Mountains had a population of 74,067 (down slightly by 0.33% from 74,317 in 2001).  Blue Mountains had a total of 28,311 occupied dwellings at the 2006 Census (up by 2.02% from 27,750 in 2001), with an average occupancy rate of 2.62 persons per dwelling (down from 2.68 in 2001).  This occupancy rate is below the average for the GMR of 2.69 persons per household (down from 2.75 in 2001) and is a lower than neighbouring Blacktown (3.05), Penrith (2.92) and Hawkesbury (2.85). Outer ring LGA’s tend to have a higher occupancy rate (eg. Camden 3.06 persons per dwelling, Baulkham Hills 3.12 and Campbelltown 2.99) than middle (for example Holroyd 2.77 and Hurstville 2.71) and inner ring LGA’s (eg. Marrickville 2.33 and Leichhardt 2.22 persons per dwelling).  All four local government areas in the Outer Western Sydney housing market had an increase in the number of dwellings between 2001 and 2006, but only Blacktown had an increase in population.  The decline in occupancy rate or average household size means more dwellings are required to house the same population.

Indigenous Population
In line with the picture in New South Wales and Australia, the indigenous population in Blue Mountains increased between 2001 and 2006 by 9.5% from 863 to 945 (while the total population in Blue Mountains declined).  Indigenous people now represent 1.3% of the total population in Blue Mountains local government area, compared with 1.2% in the Greater Metropolitan Region and 4.7% in non-metropolitan NSW at June 2006.  Across Australia the indigenous population is growing at three times the national average.  Between 2001 and 2006 across Australia the indigenous population grew by 11%
.  

Private Rental Market

General

The private rental market represents 16.07% of all occupied private dwellings in Blue Mountains (up from 14.45% in 2001) and compared with 21.9% on average across the GMR and 17.3% in non-metropolitan NSW at 2006. The proportion of private rental stock in neighbouring LGA’s in the Outer Western Sydney housing market varies from 16.27% in Hawkesbury to 19.57% in Penrith. Within the Greater Metropolitan Region, inner ring local government areas tend to have the highest proportion of private rental accommodation (for example Mosman has 30.76%, Marrickville 34.72%), followed by middle ring local government areas (Canterbury has 26.26%, Parramatta 25.85%), with outer ring lga’s tending to have the lowest proportion of private rental stock (for example Hornsby 17.17% and Campbelltown 16.42%).

People in Housing Stress

Using Centrelink data Housing NSW has calculated what proportion of people on low incomes in the private rental market and in receipt of Commonwealth Rent Assistance are paying more than 30% of their income as an indicator of housing stress.  There are 3,042 people receiving Commonwealth Rent Assistance (CRA) in Blue Mountains, and of those 38% are in housing stress.  Single person households form by far the largest number and proportion of households in housing stress in Blue Mountains, comprising over 63% of all those in stress, followed by single parents, comprising over 24%.  This data indicates that the private rental market in Blue Mountains is not catering adequately for the needs of smaller lower income households and particularly single person households.  This is impacting on older renters (with 14% in receipt of the Aged Pension) and people with disabilities (with 19% in receipt of the Disability Support Pension) at a time when it is important for them to remain close to social and support networks, as well as a range of services. More information about housing stress and about the housing needs of the elderly is included in the attached explanatory notes.

From the 2006 Census, 53% of all low
 and moderate
 income households renting in the private rental market in Blue Mountains are in housing stress.  While this is below the average of 56% across the GMR, it is increasing.  Blue Mountains had the highest proportion of low and moderate income renters in stress in the Outer Western Sydney housing market, with Blacktown, Penrith and Hawkesbury all having 48% of low and moderate income renters in housing stress.  
Boarding Houses

According to a 1995 report by the former Office of Housing Policy, Blue Mountains had 5 boarding houses with 184 rooms and capacity for 263 residents.  Boarding or rooming house accommodation has traditionally provided affordable private rental housing predominantly to single people on low incomes.  There are a range of models but essentially boarding houses provide individual bedrooms and some shared facilities.  More recent boarding house developments tend to be more self-contained accommodation, with fewer shared facilities.

A study in 1998 of boarding houses in four inner Sydney LGA’s (North Sydney, South Sydney, Leichhardt and Burwood) indicated that boarding house accommodation was declining at the rate of 7 – 8% per annum.  This is a trend that is being experienced in other states of Australia.  It is therefore highly unlikely that Blue Mountains still has all five boarding houses.  Additional information about boarding house accommodation and residents is included in the attached fact sheet.  New boarding house development would assist in meeting some of the housing needs of single people on lower incomes currently struggling in the private rental market in Blue Mountains.  
Caravan Parks
According to ABS data from the 2006 Census, there were 26 people living permanently in caravans in the Blue Mountains.  Not all of these are necessarily living in caravan parks.  Centrelink data from 2006 indicates about a fifth of these are in receipt of a pension or benefit.  Clearly caravan accommodation is at best marginal housing and the fact that a number of people live in caravans indicates that there is insufficient affordable rental accommodation available for lower income earners in the Blue Mountains.  Additional information about caravan park accommodation and residents is included in the attached fact sheet.
Housing Diversity
It is noted that at the 2001 Census, 9.0% of dwellings in the private rental market in Blue Mountains had one bedroom (compared with 4.0% in Penrith, 3.0% in Blacktown and 5.7% in Hawkesbury) and 26.9% had two bedrooms, giving a total of 35.9% with one or two bedrooms.  Blue Mountains had 64.0% of private rental stock as three (or larger) bedroom dwellings (this compares to 74.3% in Penrith, 77.3% in Blacktown and 66.1% in Hawkesbury).  Middle and inner ring local government areas tend to have more one and two bedroom stock and less three bedroom stock than outer ring local government areas (for example North Sydney had 19.5% of private rental stock as three (or larger) bedroom dwellings, 18.6% in Waverley and 23.1% in Mosman, with 32.3% of private rental stock are three or more bedrooms in Parramatta, 35.4% in Kogarah and 30.7% in Warringah). 

There is a need for more one bedroom and smaller stock to meet the needs of residents throughout the housing life cycle.  Some more information about what councils are doing to encourage housing diversity is included in the attached explanatory notes.
Rental Affordability 
The proportion of properties in the private rental market in Blue Mountains that is theoretically affordable
 to households earning 80% of median income
 was 68.0% at June 2008 (down from 86.1% at December 2005).  At June 2008 the average proportion of affordable rental housing in the GMR was 31.0%, so Blue Mountains is more affordable for rental than the average for the GMR.  By comparison Penrith, Blacktown and Hawkesbury had between 49.4% and 58.7% affordable rental at June 2008.  However, not all affordable private rental housing is occupied by lower and moderate income earners, as the attached explanatory notes and fact sheets explain.  The explanatory notes also give more detailed information about rental housing affordability.

The chart below shows the difference in median rental levels between Blue Mountains, Hawkesbury, Penrith and Blacktown over the period from September 2002 to March 2006.  In all four LGA’s, median rents have seen relatively small increases over this period.  Generally Hawkesbury has had the highest median rental level over this period, closely followed by Blacktown while Blue Mountains had the lowest in this housing market.  However, recently median rents have increased significantly.


In Blue Mountains at December 2008 the median rent for one bedroom dwellings (all dwellings – units and houses) was $170 (up 13.3% just in the last twelve months), for two bedroom dwellings median rent was $240 (up 11.6% over the last twelve months), for three bedroom dwellings the median rent was $280 (with a 7.7% increase over the last twelve months) and for four and larger bedroom dwellings, the median rent was $360 per week (with a 5.9% increase over the last twelve months).  Rental increases in the last 12 - 24 months have been very strong across most of Sydney and this trend is clear in Blue Mountains and the Outer Western Sydney housing market as well.  

	LGA
	One bedroom dwelling
	Two bedroom
	Three
	Four+

	Blue Mountains
	$170 (13.3%)
	$240 (11.6%)
	$280 (7.7%)
	$360 (5.9%)

	Hawkesbury
	$175 
	$230 (4.5%)
	$300 (11.1%)
	$353 (-2.1%)

	Blacktown
	$180 (12.5%)
	$280 (12.0%)
	$320 (14.3%)
	$440 (12.8%)

	Penrith
	$180 (12.5%)
	$230 (15.0%)
	$295 (9.3%)
	$380 (8.6%)


According to the Real Estate Institute of NSW, the vacancy rate for outer ring local government areas of Sydney for November 2008 was 1.3%.  Vacancy rates have been tight across Sydney for some time and have been below 1.5% in the outer ring since at least October 2007.  This is a key factor in the recent significant increase in median rental levels.

The attached explanatory notes give additional information on broader housing trends in rental and home purchase in NSW.  In the last 12 months median rents rose by an average of 6.1% for one bedroom dwellings, 11.4% for two bedroom, 10.0% for three bedroom and 11.1% for four or more bedroom dwellings in Sydney Statistical Division.  Further increases are expected because of growing demand and insufficient supply.  The figure below gives a picture of the change in median rents in Sydney and NSW between March 2005 and December 2008.  This contrasts sharply with the trend for median sales prices.
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Private Purchase
At June 2008, the proportion of dwellings theoretically affordable for purchase to households earning 80% of median income
 in Blue Mountains was 0.4% (down from 3.3% in December 2005) and compared to 0.9% in the GMR at June 2008.  Clearly it is extremely difficult for lower income households to purchase housing in Blue Mountains.  By comparison, the proportion available for affordable purchase in Hawkesbury at June 2008 is 0.0%, Blacktown 0.1% and Penrith 3.6%.  The explanatory notes provide more detail about housing purchase affordability issues.

From the 2006 Census, the proportion of low and moderate income households in Blue Mountains who are purchasing and are in housing stress is 50%.  This is an increase of 15.1% from the 2001 Census.  Blue Mountains has a lower proportion of low and moderate income households purchasing and in housing stress than the average for Sydney (61%) and compares to 61% in Hawkesbury, 63% in Blacktown and 59% in Penrith.

The chart below shows the median purchase price for Blue Mountains, Blacktown, Penrith and Hawkesbury over the period from March 2001 to March 2006.  Generally, sales prices increased between March 2001 and March 2004, and have subsequently eased.  Hawkesbury had the highest median purchase price over this period in this housing market, closely followed by and occasionally overtaken by Blue Mountains.  Penrith had the lowest median purchase price in this market between March 2001 and March 2006.


The median sales price for houses in Blue Mountains at September 2008 was $340,000 (down by 1.4% in the last twelve months) and for units was $281,000 (bucking the downward trend with a 0.7% increase in the last 12 months).  Property values within the Outer Western Sydney housing market were predominantly lower than 12 months ago.  With the exception of Blue Mountains, unit prices have dropped much more dramatically than house prices, which have declined only marginally over the last 12 months in the Outer Western Sydney housing market.  Hawkesbury has the highest median house price in this housing market and Blue Mountains has the highest median unit price at September 2008.  The median sales price for houses in Sydney Statistical Division at September 2008 was $460,000 (down 8.1% over the last 12 months) and the median sales price for units in Sydney was $378,000 (down 4.6% over the last 12 months).  The median house and unit prices for the Outer Western Sydney housing market at September 2008 are in the table below. The drop or marginal growth in median sales prices in Blue Mountains over the last twelve months is in contrast to the increases in median rents over the same period.  

	LGA
	Median House Price
	Annual change
	Median Strata Price
	Annual change

	Blue Mountains
	$340,000
	-1.4%
	$281,000
	0.7%

	Hawkesbury
	$375,000
	-0.5%
	$249,000
	-14.3%

	Blacktown
	$340,000
	-1.4%
	$255,000
	-13.6%

	Penrith
	$327,000
	-0.9%
	$245,000
	-1.4%


The figure below shows the trend in median sales prices for dwellings in Sydney and NSW from December 2004 to September 2008.
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Social Housing

There are currently around 633 social housing dwellings in Blue Mountains, with 457 public housing dwellings, 3 Aboriginal Housing Office properties, and 173 community housing properties. Public housing represents 1.5% of all housing in Blue Mountains which is below the average of 4.8% for the GMR.  

Public housing tenants (household heads) in Blue Mountains are predominantly in the 25–54 age group (58.5% compared with the GMR public housing average of 47.1%), followed by the 55 plus age group (40.5% compared with 51.2% on average in public housing in the GMR).  There is a high proportion of single person households in Blue Mountains (56.5% compared with 51.0% on average in the GMR), followed by single parents (18.0% in Blue Mountains compared with 15.4% on average in the GMR).  A significant proportion of household heads are Aged Pensioners (19.6% although below the GMR average of 27.5%) and Disability Pensioners (a significant 41.2% compared to 28.8% in the GMR).

Key Issues
In Blue Mountains key housing issues for the community include:

· Vacancy rates are very low, rents are rising strongly, demand is increasing and more people are in housing stress.  There is a need to increase the supply of rental accommodation, including affordable rental housing.  The need for more affordable housing for rental is evident on examining the number of people in the private rental market in receipt of CRA and in housing stress and the number of low and moderate income renters in housing stress in Blue Mountains.

· The need for more diversity of housing stock, particularly including one bedroom stock, studio dwellings, boarding house style accommodation, accessory dwellings or granny flats to meet the needs of single person households, especially lower income earners in the private rental market, through different stages of the housing life cycle.   In addition accessory dwellings or granny flats also provide more flexibility and potential for more affordable housing to suit young people leaving home or older people who need support from their families.

· More housing suitable for older people, (including purpose built senior’s living as well as accessory dwellings or granny flats) particularly targeted to lower income earners is required to meet the housing needs of older lower income Blue Mountains residents.  Housing for older people needs to be well located in relation to services, facilities and transport as well as accessible for those with mobility problems.  It is important to ensure a proportion of new stock is adaptable, to allow residents to age in place.

· The decline of boarding house stock which has been providing affordable private rental housing.  The loss of boarding house stock is an important issue for Blue Mountains, particularly given the high proportion of single person households in the private rental market, in receipt of CRA and in housing stress.  Boarding or rooming house accommodation has traditionally provided affordable private rental housing predominantly to single people on low incomes.  There are a range of models but essentially boarding houses provide individual bedrooms and some shared facilities.  More recent boarding house developments tend to be more self-contained accommodation with fewer shared facilities, and consequently offer a better long term housing option.  However to be competitive in medium density and mixed use zones, they are likely to need a bonus FSR.   More information is attached in the updated boarding house fact sheet.

· There are people living permanently in caravan accommodation who are at risk of losing their housing if there is any move from long term to short term sites or redevelopment of the caravan parks.  That there are residents living in caravans provides further evidence that there is insufficient affordable housing to meet local needs.  The explanatory notes provide information on what other councils, such as Gosford and Wyong are doing to protect existing accommodation in caravan parks and manufactured home estates.  It is important to protect this form of accommodation as it provides a housing option to people with limited housing choice.
· The difficulty of purchasing housing in Blue Mountains for low and moderate income earners again shows the lack of affordable housing opportunities, which is also a reflection of the relative lack of diversity of housing stock.  Purchase affordability has tightened considerably and Blue Mountains is less affordable than the already very low average for the GMR.  It is now almost impossible for lower income earners to afford to purchase housing in the Blue Mountains.

· The BankWest Key Worker Housing Affordability Report from May 2008 looked at housing purchase affordability for nurses, teachers, police officers, fire fighters and ambulance officers in 540 local government areas across Australia.  They provide tables showing the house price to earnings ratio for each of those occupations at 2002 and 2007 for each of the 540 local government areas, and a determination of whether each of the 540 local government areas is affordable or unaffordable for purchase by those five key worker groups.  According to the BankWest report the Blue Mountains is not affordable for purchase by any of the five key worker groups investigated – nurses, teachers, police officers, fire fighters and ambulance officers.
More information on what can be done about these issues is included in the attached explanatory notes and fact sheets.
� http:/www.smh.comau/news/national/caught-out-by-an-ruban-time-bomb/2008/03/10/120…


� "Low income" households are those whose income is under 80% of the median household income.





� "Moderate income" households are those whose income is between 80% and 120% of the median household income.





� Based on 30% of income


� Median income for metropolitan residents


� Based on 30% of income 
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