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Chinese Investments and Australian Residential Real Estate

Introduction and Overview

Domestic audiences in Australia and analysts in the international capital market are arguing that wealthy
Chinese investors are dominating real estate markets globally. Especially in Australia, the influence has
been prominent in the residential real estate (RRE) sector. An increase in the Chinese population in the
country - as short-term visitors or long-term residents - has been changing patterns of housing supply and
demand, which has the potential to significantly influence market dynamics in the near future. The COVID-
19 pandemic allows us to evaluate these claims, since Chinese (and other) entries into Australia
experienced a sharp slump following restrictions on travel and foreign arrivals. We argue that Chinese
visitors and investors have trivial impacts on the residential real estate market in Australia, and the
housing market will continue to expand in the short-run due to domestic demands and economic recovery
from the COVID slowdown.

Section 1:
Quantitative Market Assessment

For obvious reasons, real estate (RRE) markets are fundamentally driven by population growth and the
resultant demand for real estate, with immigrants making up a significant buyer share in countries where
policy mainly attracts middle-class arrivals. In Australia, this means primarily Chinese immigrants. There
are two main categories of Chinese buyers in the Australian market — rich investors (who have spent
significantly in the country post the 2008 financial crisis) and international students. The second category
has seen a sharp dip in numbers in 2020 due to travel restrictions following COVID-19. Many claim that
this fall will reduce the demand for residential property and further deteriorate the position of the whole
market, unless such demand is substituted domestically.

Sharp Decline in Chinese Residents in Australia

After increases over many years, the number of Chinese students enrolled in Australian universities in the
past four years saw a drastic decline in 2020 (Figure 1). Compared to other nationalities, since 2002, the
total number of Chinese residents (academic and non-academic) have seen consistent growth in
Australia. Chinese nationals have also become important participants in the housing market in the last ten
years. Hence, losing Chinese demand for residential property is projected to significantly impact the
Australian market in the long run.



https://www.news.com.au/finance/economy/get-over-it-bob-carrs-advice-to-prospective-homeowners-concerned-about-chinese-buyers/news-story/b9f053eb0bd99e20412a2b628133bb87
https://www.ft.com/content/146dcf22-848a-11ea-b6e9-a94cffd1d9bf
https://www.news.com.au/finance/economy/australian-economy/experts-debate-impact-of-chinese-buyers-on-australian-property-market/news-story/265d865b94b231b72a56e550ef6e9252
https://www.news.com.au/finance/economy/australian-economy/experts-debate-impact-of-chinese-buyers-on-australian-property-market/news-story/265d865b94b231b72a56e550ef6e9252
https://www.wsj.com/articles/covid-19-closed-borders-and-a-once-hot-apartment-market-crumbled-11608201001
https://www.wsj.com/articles/covid-19-closed-borders-and-a-once-hot-apartment-market-crumbled-11608201001
https://www.abs.gov.au/statistics/industry/tourism-and-transport/overseas-arrivals-and-departures-australia/latest-release#key-statistics
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Figure 1: Chinese International Student Enrolments in Australia | Source: International Education

On the Australian side, policy has changed as well. Although a downward trend in the number of student
visas issued to Chinese students began in 2018, it experienced an even more drastic decline in 2020 as
teaching shifted from in-person to online instruction (Figure 2). Visas granted to other Chinese visitors -
tourists, workers, and temporary residents — likewise fell (Figure 3). Besides the number of visas issued,
what directly reflects the decline in Chinese footfall in Australia is the actual number of arrivals of visa-
holders. Compared to December 2019, Chinese arrivals in the same month in 2020 experienced a 99.0%
decline. Thus, if Chinese buyers do significantly impact Australia’s residential property market, a decline
in their numbers should affect the demand, supply and transactions made in the sector.
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Figure 2: Chinese Student Visas Lodged | Source: Australian Government Database


https://internationaleducation.gov.au/research/international-student-data/Pages/InternationalStudentData2020.aspx?fbclid=IwAR1doBbfpA2Y5SDqo6kePckgBYYFlESZWZnb1WlzrGYY1lU4UyktJKirAiM
https://www.abs.gov.au/statistics/industry/tourism-and-transport/overseas-arrivals-and-departures-australia/latest-release?fbclid=IwAR2sjHRbMTnLxazwULJV63Eoh2XOGmGep4CGlBgrKYfQaIWYQnhDjtpdI88#arrivals-international-students
https://www.abs.gov.au/statistics/industry/tourism-and-transport/overseas-arrivals-and-departures-australia/latest-release?fbclid=IwAR2sjHRbMTnLxazwULJV63Eoh2XOGmGep4CGlBgrKYfQaIWYQnhDjtpdI88#arrivals-international-students
https://data.gov.au/dataset/ds-dga-324aa4f7-46bb-4d56-bc2d-772333a2317e/details?fbclid=IwAR38BYq5HDggOXYxoaYQtSfMZX8rfrA9522owEcrN2kWoybhqp37YUOaozU
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Figure 3: Chinese Temporary Entrants Visa Holders | Source: Australian Government Database

The Supply Side

The supply side in RRE in Australia experienced negative shocks due to COVID-19. As Figure 4 reveals, the
total number of transfers of residential property decreased by 16% within the first quarter of 2020,
compared to the previous quarter in the national market. At large, the annual change, compared to third
quarter of 2019, in 2020 was —12.8%. However, the growth rate returned to positive, at 10%, within the
next two quarters. The Australian Weighted Residential Property Price Index (WRPPI) decreased by 1.8%
between Q1-Q2 of 2020 after three consecutive quarters of growth. This, however, was short lived as the
index returned to 0.8% rate of growth by Q3 of 2020 (Figure 5). The total supply of residential dwellings,
including houses and condos, decreased in Q1 — Q2 of 2020, but resumed growth again in Q3 of 2020
(Figure 6). Therefore, these supply-side trends indicate that RRE offerings fell during the initial few months
of the pandemic but made a quick rebound as the economy started recovering.
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Figure 4: Property Transfers in Australian RRE Market | Source: Australian Bureau of Statistics


https://data.gov.au/dataset/ds-dga-ab245863-4dea-4661-a334-71ee15937130/details?q=&fbclid=IwAR2iOIzXlejsaINP9b-Urwkyi5A9iL2-QfwgIqu7SRsIbQy4WK8hlUaHkBs
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
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Figure 5: Percentage Change in the Residential Property Price Index Weighted among Metropolitans
in Australia, Quarterly | Source: Australian Bureau of Statistics
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Figure 6: The Growth Rate of Total Number of Residential Dwellings in Australia by Quarters |
Source: Australian Bureau of Statistics

The Demand Side

The demand side of the RRE markets adjusted in response to the shocks of COVID-19 earlier than the
supply side; however, trends were similar. Even as new Chinese entries into Australia were suspended
due to travel bans on arrivals from mainland China, demand for housing did not suffer much and
recovered shortly. Furthermore, an evaluation of the change in new loan commitments for housing
properties show that even though the total value of new loan commitments decreased between March
to May 2020 (by more than 15% per month), the decrease was reversed after the second quarter and the


https://www.bbc.com/news/av/world-australia-51716454
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trend has since continued to grow. In fact, the total value of new loan commitments for housing rose by
8.6%, approximating $26 billion, in December 2020. This was a 31.2% increase from December 2019,
depicting a long-term increasing trend with a positive change rate (Figure 7). Similarly, new loan
commitments to first home buyers show a consistent positively increasing trend with only a temporary
decrease in early 2020.

Rate of Change of New Loan Commitments for Housing by Purpose in Australia

Rate of Change

Time by Months

Figure 7: Rate of Change of New Loan Commitments for Housing by Purpose in Australia by Month |
Source: Australian Bureau of Statistics

Rentals

Temporary visitors like international students often prefer leasing over buying property. Residential
vacancy saw a considerable rise in early 2020 (between Q1 and Q3) and a sudden slump in Q4. This
suggests that losing Chinese students and short-term visitors — the target rental groups — had some
negative impact on the renting market, however it was insignificant in scale and short-term (Figure 8).
Rents saw a minor fall during Q1-Q2 and then a huge hike Q3 onwards (Figure 9). This iterates the point
of quick recovery in the demand and supply of Australian residential property in 2020.


https://www.macrobusiness.com.au/2020/05/international-student-bust-smashes-rental-market/
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Figure 8: National Dwellings’ Vacancy Rate per month | Source: SQM Research
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Figure 9: National Monthly Renting Price for Units | Source: Australian Bureau of Statistics

Section 2:
The Future of Residential Real Estate in Australia

Post-COVID

Chinese international students accounted for only 28% of the total international students in Australia in
2020 compared to 30% in 2018. Similarly, total Chinese immigrants in Australia made up only 2.6% of
Australia’s national population in 2019, which is a lower share than other immigrants (like the British) in
the country. Moreover, the absolute share of transfers by Chinese buyers in the national RRE market was
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constantly relatively small — the ratio between Chinese residents and national dwellings is 0.064 which is
trivial. Though the ratio is slightly larger in some capital cities, it does not dominate the entire national
RRE market. In general, considering factors like GDP per capita, employment and interest rates, which are
predicted to show positive trends post-COVID, the Chinese residential market will see growth and a rise
in residential property transfers well after the pandemic.

The Uncertainty from Political Tensions

Political tensions between Australia and China became worse after the Australian Prime Minister called
for an independent inquiry into the origins of COVID-19, in April 2020. Further, China’s Ministry of
Education also issued warnings of racial discrimination to students hoping to return to Australia,
discouraging travel to the country. Considering the rising diplomatic and trade tensions between the two
countries, we do not expect Chinese arrivals in Australia, including those of students, to increase at the
same pace as in other countries. The increasing reports about racially motivated attacks against the

Chinese in Australia will also deter post-COVID tourism and investment willingness amongst them. As a
result, compared to the pre-pandemic levels, there will be a decline in Chinese residents and students in
Australia, which will further reduce their influence in the Australian residential property market, as the
already insignificant demand will fall.

Market forecasts

Considering the outstanding Australian response to the pandemic, and multiple positive economic and
financial indicators in 2021, the property market is likely to witness strong growth. Further, the subdued
Chinese interest in Australian property fostered by political factors, and the unlikeliness of Chinese
students returning at same levels as before COVID will minimise any influence the Chinese had in
Australian RRE. Additionally, the minimal fall in demand is also substituted by strong demand from
domestic buyers and international investors from North America. Finally, considering the strong
correlation between the GDP growth rate and the employment rate with the total RRE transfers quarterly,
the total RRE transfers in Australia will continue to expand in the future.

Section 3:
Conclusion and Takeaways

Though there exists a visible correlation between the fall in Chinese residents (including students) and the
contractions within the RRE market in Australia, there isn't enough evidence to claim that this will
drastically impact trends in the residential market or cause a permanent reduction in the overall demand.
Furthermore, our evaluations show that the impact, if any, will be short-lived and will not sustain for more
than two quarters. There are also other factors which may influence Chinese interests in Australian RRE,
including the strained relations between Australia and China.

Finally, we suggest that:
1. The decline in the RRE market in early 2020 was not solely due to the fall in the number Chinese
residents, but also due to factors such as the impact of COVID-19 on the domestic economy of
Australia and the national bushfires.


https://www.imf.org/en/Countries/BRA
https://www.imf.org/en/Countries/BRA
https://www.reuters.com/article/us-australia-trade-china-commodities-tim-idUSKBN28L0D8
https://www.theaustralian.com.au/breaking-news/chinas-ministry-of-education-has-issued-another-warning-to-students-wanting-to-study-in-australia/news-story/c255d10cb8aef95d1ab0f7c49788d948
https://www.theaustralian.com.au/breaking-news/chinas-ministry-of-education-has-issued-another-warning-to-students-wanting-to-study-in-australia/news-story/c255d10cb8aef95d1ab0f7c49788d948
https://www.smh.com.au/national/racism-flares-as-china-relationship-erodes-20210204-p56zjw.html
https://www.smh.com.au/national/racism-flares-as-china-relationship-erodes-20210204-p56zjw.html
https://www.globalpropertyguide.com/Pacific/Australia/Price-History#:~:text=New%20dwelling%20purchases%20rose%20strongly,2019%20and%209.6%25%20in%202018.&text=House%20prices%20in%20Australia%20surged,adjusted)%20from%202011%20to%202017
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2. American and Canadian investors are gradually taking over the original market share previously
owned by Chinese buyers, hence the losses from Chinese investors are actually lower than
expected.

3. The decline in Chinese investors and their investment size was visible even pre-COVID, hence the
impact of the pandemic on Chinese investments is not obvious.

Since the forecasts about the national economic growth in Australia is positive, we reiterate that the RRE
market will continue to expand, and prices will increase in the medium to long-term.
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