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Information on Newcastle Housing Market
INTRODUCTION

This information on Newcastle 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 Newcastle LGA as part of the Lower Hunter market together with Maitland, Cessnock and Lake Macquarie. 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 boarding house accommodation and residents, caravan park accommodation and residents, the housing needs of older people, homelessness and indigenous housing, 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, Newcastle had a population of 141,753 (up 3.2% from 137,307 in 2001).  Newcastle had a total of 58,755 occupied dwellings at the 2006 Census (up 3.7% from 56,677 at 2001), giving an average occupancy rate of 2.41 persons per dwelling (down marginally from 2.42 in 2001).  This occupancy rate is well below the average for the GMR of 2.69 persons per household and is lower than neighbouring Maitland with an average of 2.75 persons per household, Lake Macquarie with 2.64 and Cessnock with 2.68 persons per household.  Inner ring local government areas (for example Marrickville 2.33 and Leichhardt 2.22 persons per dwelling) tend to have lower average occupancy rates than middle (for example Holroyd 2.77 and Hurstville 2.71) or outer ring local government areas in the GMR (for example Blacktown 3.05 and Hawkesbury 2.86).  

Indigenous Population
Like NSW generally, the indigenous population in Newcastle increased between 2001 and 2006 by 23.7% from 2,442 to 3,020.  Indigenous people now represent 2.1% of the total population in Newcastle local government area, compared with 1.2% on average within the GMR and 4.7% on average for non-metropolitan NSW (excluding the Greater Metropolitan Region or GMR) at June 2006.  Neighbouring local government areas in the Lower Hunter housing market have indigenous populations ranging from 2.1% in Newcastle to 3.5% in Cessnock.  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%
.  Part of the growth in regional centres is due to a drift into urban areas and part due to the extremely high birth rate.

Private Rental Market

General

The private rental market represents only 23.3% of all occupied private dwellings in Newcastle (up slightly from 22.4% in 2001) compared to an average of 22.5% for the GMR and 18.4% for non-metropolitan NSW. The proportion of private rental stock in Newcastle is considerably higher than Maitland with 16.6% at 2006, Cessnock with 16.7% private rental and Lake Macquarie with 14.8%.  Within the Greater Metropolitan Region, inner ring local government areas tend to have the highest proportion of private rental accommodation (for example Mosman has 30.8%, Marrickville 34.7%), followed by middle ring local government areas (Canterbury has 26.3%, Parramatta 25.9%), with outer ring lga’s tending to have the lowest proportion of private rental stock (for example Blacktown 18.3% and Hawkesbury 16.3%).  

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.  Newcastle has 10,770 private renters in receipt of Commonwealth Rent Assistance (CRA) and over 43% are in housing stress.  Single person households form by far the largest number of households in housing stress in Newcastle, comprising 77.9% of all those in stress, followed by single parents (14.9%).  This data indicates that the private rental market in Newcastle is not catering adequately for the needs of lower income households in the private rental market and particularly small (single person) households. 
This is particularly impacting on young renters with a huge 33.1% of those in receipt of CRA and in housing stress aged under 25 years, and this is typical of local government areas with universities – Armidale, Wollongong, Randwick and Sydney City LGA’s all have very high proportions of young people in housing stress.  By way of comparison, Maitland has 18.9% of CRA recipients in stress aged under 25, Lake Macquarie has 17.8% and Cessnock 15.0%.  More information about housing stress and about the housing needs of young people is included in the attached explanatory notes.  

From the 2006 Census, 50% of all low
 and moderate
 income households renting in the private rental market in Newcastle are in housing stress.  This represents an increase from the 2001 Census.  However, the proportion in stress is below the average of 56% across the GMR.  In the same housing market Cessnock also had 50% of low and moderate income renters in housing stress, Maitland had 48% and Lake Macquarie 51%.   It should be noted that there are significantly more low and moderate income renters in housing stress in Newcastle than low and moderate income purchasers in stress, in line with the situation nationally.
Caravan Parks
According to ABS data from the 2001 Census, there were 12 people living permanently in caravan park and manufactured home estate accommodation in Newcastle (however at 2001 Census, not all caravan parks were included – those with less than 40 sites were not included).  According to Centrelink data at the time of the 2001 Census, there were 27 residents living in caravans in Newcastle who were in receipt of a pension or benefit.  Of those, 41% were in receipt of the Aged Pension and a further 30% were in receipt of a Disability Support Pension.  Centrelink data also showed that 59% were single person households and 22% were couple only households.  This suggests that caravan parks and manufactured home estates are providing affordable aged housing for lower income earners, mostly in single person households. 

According to the 2006 Census, there are 327 people living in caravans or manufactured homes in Newcastle (not necessarily all in caravan parks
).  Centrelink data from 2006 shows that 57 residents living in caravans/manufactured homes in Newcastle were in receipt of a pension or benefit. 

Caravan Park accommodation provides a housing choice to people with limited housing options, both for purchase and rental.  Caravan parks provide housing to people who may not have the references to access housing in the private rental market, who may not be able to afford anything else or who need flexibility.  The closure of caravan park or manufactured home estate accommodation or conversion to tourist sites reduces the housing options available for people on low incomes.  Given the decline in the number of caravan parks across NSW, when a caravan park is redeveloped or there is a switch from long term to short term sites, residents are at risk of homelessness.  Additional information about caravan park accommodation and residents is included in the attached fact sheet.  
Boarding Houses

According to a 1995 report on boarding houses by the former Office of Housing Policy, Newcastle had 27 boarding houses with a total of 213 rooms.  A subsequent 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.  The fact that boarding houses are being converted to other uses means that potentially affordable private rental accommodation for students and low income earners is disappearing and is not being replaced.

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 style developments tend to be more self-contained accommodation, with fewer shared facilities.  Providing more self contained accommodation makes boarding houses a more viable long term housing option and reduces the potential for tension and conflict in communal areas.  

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 Newcastle.  Increasingly key workers are utilising boarding house accommodation, largely due to the comparatively affordable rentals.  

Housing Diversity
It is noted that at the 2001 Census, 14.1% of dwellings in the private rental market in Newcastle had one bedroom (compared with 10.9% in Maitland, 10.6% in Cessnock and in Lake Macquarie) and 42.8% had two bedrooms, giving a total of 56.9% with one or two bedrooms.  Newcastle had 43.1% of private rental stock as three (or larger) bedroom dwellings (this compares to 61.9% in Maitland, 54.9% in Cessnock and 57.1% in Lake Macquarie).  Newcastle has the most diversity of housing stock in terms of bedroom configuration in the Lower Hunter.  Lack of diversity in housing configuration and type is a problem across NSW but is more acute in the outer ring local government areas of the GMR and in rural and coastal NSW.  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 32.3% of private rental stock are three or more bedrooms in Parramatta, 35.4% in Kogarah and 30.7% in Warringah, with 74.3% in Penrith, Blacktown 77.3% and Blue Mountains 64.0%). Despite the relative diversity there is still a need for more one bedroom and smaller stock to meet local housing need in Newcastle.  
Rental Affordability 
At December 2007, the proportion of properties in the private rental market in Newcastle that is theoretically affordable
 to households on 80% percent of median income
 was 62.1%, down from 86.7% at June 2001. The proportion of affordable private rental in Newcastle at December 2007 is above the average for the GMR of 36.4% and below the average of 69.6% in non-metropolitan NSW.  Within the Lower Hunter housing market, at December 2007 Maitland had 74.3% theoretically affordable rental housing, Cessnock 85.9% and Lake Macquarie 68.5%.  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 Newcastle, Cessnock, Maitland and Lake Macquarie LGA’s over the period from September 2002 to March 2006.  In all four local government areas rents have increased over this period, although much more slowly in Cessnock with the gap between Cessnock and the other LGA’s consequently widening.  Generally the median rent was highest in Lake Macquarie over this period.


At June 2008 (the latest data available), the median rent in Newcastle for one bedroom dwellings (all dwellings – houses and units) was $170 (with a 6.3% increase in the last 12 months); median rent for two bedroom dwellings was $265 (up 6.0% in the last 12 months); median rent for three bedroom dwellings was $320 (with a 10.3% increase in the last 12 months); and median rent for four or more bedroom dwellings was $386 (up 10.3% in the last 12 months).  By comparison, rental levels in Maitland at June 2008 were $135, $230, $270 and $340 for one, two, three and four plus bedroom dwellings respectively, in Lake Macquarie were $150, $230, $290 and $380, while those in Cessnock were $130, $193, $230 and $300 respectively.  The types of rental increases experienced over the last twelve months in Newcastle are generally a little lower than the other LGA’s in the Lower Hunter housing market, although all four LGA’s experienced relatively strong rises in median rental levels.  According to the Real Estate Institute of NSW in July 2008 the vacancy rate in the Hunter was 1.5% (down from 1.8% in June) and has been tight for months.

The attached explanatory notes give additional information on broader housing trends in rental and home purchase in NSW. In the last 12 months newly adjusted rents rose by an average of 13% in Sydney, more than at any time since 1990
.  Further increases are expected because of growing demand and reduction in supply.  
Private Purchase
At December 2007, the proportion of dwellings affordable for purchase to households at 80 percent of median income
 was 1.6% in Newcastle (compared to the average across the GMR of 1.8% and 16.6% in non-metropolitan NSW). The proportion available for affordable purchase in Newcastle is declining (down from 50.0% in June 2001).  In the other LGA’s in the Lower Hunter housing market, Maitland had 5.3% at December 2007, Cessnock 29.4% and Lake Macquarie 1.9%.  The explanatory notes provide more detail about housing purchase affordability issues.  

From the 2006 Census, the proportion of low and moderate income households in Newcastle who are purchasing and are in housing stress is 45%.  This represents an increase in the number of low and moderate income households in stress of 18.3% from the 2001 Census. The proportion in stress in Newcastle is lower than the average of 61% for the GMR and compares with 43% in Maitland, 41% in Cessnock and 46% in Lake Macquarie.  

The chart below shows the median purchase price for Maitland, Newcastle, Cessnock and Lake Macquarie LGAs over the period from March 2001 to March 2006.  Generally, sales prices increased strongly between March 2001 and March 2004, and have subsequently moderated in all four LGA’s. 


The median sales price for all dwellings (houses and units) in Newcastle at March 2008 was $327,000 in (up 5.0% in the last 12 months).  This compares with a median sales price of $295,000 in Maitland (up by 7.1% in the last 12 months), $340,000 in Lake Macquarie (up by 4.2% in the last 12 months) and $235,000 in Cessnock (up by 10.3% in the last twelve months).  Although median sales prices in the Lower Hunter are not increasing anywhere near as rapidly as rents over the last 12 months, they are increasing more strongly than many other parts of the GMR.

Social Housing

There are currently around 4,770 social housing dwellings in Newcastle, with 4,035 public housing dwellings, 552 community housing properties and 72 Aboriginal Housing Office properties, with an additional approximate 111 properties managed by indigenous housing providers.  Public housing represents 6.0% of all housing in Newcastle which is above the average of 4.8% for the GMR.  

A significant proportion of public housing tenants in Newcastle are in the 55 plus age group (50.4% compared to 52.6% on average in the GMR and 43.7% in non-metropolitan NSW) and the majority are single person households (70.2% compared with 54.2% in the GMR and 49.7% on average in non-metropolitan NSW).  A significant proportion of public housing tenants in Newcastle are in receipt of the Disability Support Pension (40.7% compared to 30.3% in the GMR and 31.4% in non metropolitan NSW).

Key Issues
In Newcastle key housing issues for the community include:
· Vacancy rates are low and tightening, rents are rising strongly, demand is increasing and the number of people in housing stress is increasing.  Although some indicators suggest that theoretically there is a reasonable supply of affordable housing, there is a high and growing proportion of low and moderate income earners in housing stress.  This is despite a strong public housing presence.  There are significantly higher numbers of low and moderate income tenants in housing stress than home purchasers in housing stress in Newcastle.

· Newcastle has a significant number of CRA recipients in housing stress and a large number of low and moderate income tenants in housing stress.  Students seeking to live close to the university are included in these numbers.  Affordable student housing is needed to meet some of this demand and ensure that students have sufficient after housing income to pay for food, bills (electricity, phone etc), health, transport and education expenses.  

· Burke, Pinkney and Ewing in their 2002 paper on “Young People and Housing” state that “proximity to possible work or to the educational institution where they are studying is a key factor in young people’s decisions about where to live.”  The young people surveyed by Burke et al nominated high housing costs as their biggest housing problem.  “Because of their stage in life and trends in education and employment, young people tend to have low incomes.”  Burke et al further note that:

· A significant number of young people living independently were spending more than 30% of their income on housing;

· There is a lack of affordable rental housing near tertiary institutions in the inner suburbs for students;

· Difficulties included paying up front housing costs, including bond, rent in advance, connection fees for essential services;

· Young people also cited that the housing available was in poor condition and discrimination by estate agents or landlords as housing issues.

For these reasons the AHURI researchers advocate that tertiary institutions be encouraged to provide more purpose built affordable student accommodation, particularly in high cost locations.  Housing NSW encourages Newcastle City Council to utilise the planning system to facilitate the provision, by the University, of more student accommodation that is affordable.

· While Newcastle has a reasonable diversity of housing stock there is a need for more one bedroom, studio and boarding house style accommodation to assist in meeting the needs of the community through different stages of the housing life cycle and particularly for young people and elderly people on lower incomes.  This is clear from looking at the CRA data.  Newcastle has a high number and proportion of single person households in receipt of CRA and in housing stress. Clearly there is insufficient affordable rental accommodation to meet the needs of single person households in particular, in Newcastle.  
· The decline of boarding house stock which has been providing affordable private rental housing, including for students.  The loss of boarding house stock is an important issue for Newcastle, particularly given the high proportions of single person households in the private rental market, in receipt of CRA and in housing stress.  Boarding house style accommodation is increasingly occupied by students and key workers and new more self-contained stock could assist in meeting some local need.  A key issue, as the attached fact sheet points out, is ensuring boarding house development is economically viable through appropriate zoning and permissible floor space ratios.  Generally boarding house development is restricted to medium density residential zones and is unlikely to be the highest and best use or able to compete with residential flat or town house development.  Council could consider providing a bonus FSR for boarding house style development in such zones to make it more competitive and encourage the provision of more affordable accommodation for single people.
· Residents living in caravan parks and manufactured home estates 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.  The loss of this low cost housing would have significant impacts for the residents and flow on effects to the local housing market.  The attached explanatory notes show what other councils are doing to protect this form of accommodation for long term residents.  It should be pointed out that the ABS regards marginal residents of caravan parks (those who rent the van and have no employment or other address) as part of the homeless population, as the attached explanatory notes explain.
· There is a growing proportion of low and moderate income purchasers in housing stress in Newcastle.  

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.





� Prior to the 2006 Census, occupied caravans at roadside parking areas or on open land were classified as sleepers-out for the variable Dwelling Structure.  For the 2006 Census, Caravans on roadsides/open land are treated as same as caravans in caravan parks.


� Based on 30% of income


� Median income for metropolitan residents


� Ross Gittens, Sydney Morning Herald, February 20, 2008 “Rents will rise regardless of rates”


� Based on 30% of income 





PAGE  
5

