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AUSTRALIA’S BUILD TO RENT SECTOR SET TO EXPAND

The Build to Rent (BTR) model of residential accommodation, referred to as multi-family housing
in the US, is designed and purpose built for long term residential rental accommodation. These
investment assets are predominantly held under a single title and are owned, managed and
operated by an institutional investor.

The BTR sector is important because it provides much-needed rental stock to the market
and provides a vital increase and diversification of Australia’s housing supply. Amongst other
consumer benefits, tenants have greater long-term security in their tenancies and a higher level
of services and amenities.

According to the Australian Bureau of Statistics (ABS), the 2021 census showed 66 per cent of
Australian households owned their own home with or without a mortgage while 31 per cent of
households rented their homes.

The AMP Econosights report on Australia’s housing shortage explains that:

« Housing demand in Australiais rising quickly due to a surge in net overseas migration. However,
housing supply is not lifting in line with demand because of high interest rates and issues in the
residential construction industry. These factors are causing a housing shortage in Australia.

« The housing shortage is putting upward pressure on rents, which are currently at a historic
peak with rental vacancy rates at a record low.

« If Australia keeps running high immigration targets, then the government has an important
role to play in helping to increase housing development, build affordable homes, and target
infrastructure outside of the capital cities.
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HOW BTR CAN SUPPORT THE HOUSING SHORTAGE

One of the key ways the housing crisis in Australia can be alleviated is through BTR, by providing
a level of critical housing supply nationally.

In support of this, the Australian government has implemented a number of tax concessions at
both a Federal and state levels to encourage growth in the BTR sector (see Figure 1).

FEDERAL LEVEL

Current
« Managed Investment Trust withholding tax rate, reduced from 30% to 15%
o Depreciation rate increased from 2.5% to 4%

« What's next? GST input credit on construction

NSW
Current (now to 2040)

« Land Tax Concession of 50% up to 2040

« Exemption from foreign person land tax surcharge of 4%

QLD
Proposal (from 1 July 2023)

« Land Tax Concession of 50% up to 20 years
o Exemption from 2% foreign investor land tax surcharge for up to 20 years

« Exemption from additional foreign acquirer duty for future transfer of a BTR site

VIC

Current
« Land Tax concession of 50% up to 30 years

« Exemption on the Absentee Owner Surcharge

SA
Proposal (up to FY2040)

« Land Tax Concession of 50%

Figure 1. Source: M3 Property
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OPERATIONAL BTR IN AUSTRALIA

Currently, there are 4,088 operational apartments in the BTR sector nationally to date (see Figure

2),

UBS/Grocon (The Smith Collective)
- Southport, 1,250 apts

Arklife (Robertston Lane)
- Fortitude Valley, 89 apts

Blackstone (Realm Kangaroo Point) -
Kangaroo Point, 200 apts

Sentinel
(Element 27) — Subiaco,

LIV Indigo Mirvac - Olympic Park,
93 apts

315 apts

Aware Super & Barings — Dickson
=~ Village BTR, 140 apts

Home - Richmond, 368 apts
Home - Southbank, 400 apts
Blackstone (Realm Caulfield) — Caulfield North, 437 apts

Sentinel (The Briscoe) - West Melbourne,
172 apts

Pellicano Group
(Solarino House) — Brunswick, 70 apts

Pellicano (Pivot House) — Geelong, 64 apts LIV Munro Mirvac — Melbourne, 490 apts

Figure 2. Source: M3 Property

New Oxford Economics Australia r rch suggests that new BTR project commencements will
likely surge to $10 billion to 2030, up from $2 billion in 2022.

M3 Property BTR pipeline projections (including Completed, Under Construction, DA Approved,
and Unpermitted developments) show:

Victoria — total number of projects 36; total number of units ~13,500

New South Wales — total number of projects 18; total number of units 7,400+
Queensland — total number of projects 20; total number of units ~8,400
Other states — total number of projects 9; total number of units ~2,000
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CONTACT THE TEAM

For all enquiries in regard to the BTR sector, please contact your M3 Property team.

BRIAN GOH ALEX BUCHMANN

Director | VIC Associate Director | VIC
brian.goh@m3property.com.au alexander.buchmann@ma3property.com.au
+61 450 562 408 +61 424 088 988
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from sources other than M3 Property and does not constitute advice. In passing on this information, M3 Property makes no representation that any information or assumption contained in this material
is accurate or complete. To the extent that this material contains any statement as to the future, it is simply an estimate or opinion based on information available to M3 Property at that time and contains
assumptions, which may be incorrect. M3 Property makes no representation that any such statements are, or will be, accurate. Any unauthorised use or redistribution of part, or all, of this report is pro-
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