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Introduction 

 

Wayne Wanders. The Wealth Navigator has reviewed “The Aussie Housing Affordability Crisis: An Honest 

Debate” paper recently issued by Dick Smith’s Fair Go Organisation.   

 

Whilst Wayne applauds Dick Smith for taking a stand on the housing affordability issues that many people face 

and the publication of the Fair Go document, Wayne feels that it is appropriate to make some comments about 

this document in the interests of furthering the debate. 

 

Before people read Wayne’s comments, Wayne wants it to be clear that he is a property owner in Sydney, 

Regional Australia and the USA.   Whilst some may discount Wayne’s views as someone with vested interests, 

Wayne feels that his feedback as a fully qualified chartered accountant who has seen the different property and 

taxation trends in Australia and the USA as a valuable contributor to this debate.  And on Wayne’s website 

www.thewealthnavigator.com.au/media you will see numerous reports and analysis on this issue. 

 

Summary of Wayne Views on this Document 

 

Fundamentally, Wayne agrees that population pressure is causing above cycle house price growth in Sydney and 

Melbourne.   

 

But Wayne believes that even if you stop overseas immigration, you are doing nothing to stop the movement of 

young productive adults from regional areas of Australia to the major cities (especially Sydney and Melbourne).   

 

And as such there will be continued strong demand for housing in Sydney and Melbourne pushing house prices 

up in those two cities whilst our once strong regional areas continue to decline.   

 

Changes to negative gearing, capital gains tax and other tinkering on the sides, will not stop the continued 

housing price pressure in Sydney and Melbourne, and may adversely impact regional and rural economies to the 

detriment of all house owners, residents or investors. 

 

So Wayne believes any solution to fix the housing affordability issues in Sydney and Melbourne, needs to include 

regional job creation strategies to get both our young productive adults to stay in regional areas, and if 

necessary, support any overseas migration we have. 

 

So Wayne is asking Dick Smith and his Fair Go Organisation to expand their policies to advocate the growth of 

real jobs in regional and rural Australia. 

 

Wayne Wanders 

The Wealth Navigator 

wayne@thewealthnavigator.com.au 

0412 227 052 
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Specific Comments 

 

1. Australia is not one property market.  You seem to generalise in the Fair Go document about 

“Australian” property and not consider what has happened in the different markets.  Yes it is fair to say 

that over the past couple of years Sydney and Melbourne have experienced housing price increases.  

What you have failed to take into consideration is the housing markets in many regional places in 

Australia.   

 

For example I recently published a report which compared the growth of Sydney house prices with those 
in major regional towns in NSW.  What this report showed was that Sydney had at least double the price 
growth of nearly all regional towns in NSW.  This report can be found on my website 
www.thewealthnavigator.com.au/media and look for the 30 January 2017 media release titled “The Real 
Reason for Sydney’s House Price Growth”. 
 
Another example I can quote is in Townsville where I have investment property.  Most property in 
Townsville is worth less today than it was worth 5 years ago.  In fact recent media I saw said Townsville 
median prices have fallen around 10% in the last year alone.  There are many affordable homes in 
Townsville (in fact you can buy a house less than 2 years old for up to $100,000 less than it cost to build).  
There just is not the jobs for the people to go too. 
 

2. You do raise the issue of people not being able to live near their jobs and impact of population growth.   

 

I agree population growth is an issue, but I think you are missing one key factor in this issue.  That is job 

creation and more specifically the location of the job creation. 

 

If we had the same population growth, but the associated job creation was in areas spread around 

Australia, and people actually moved to these other areas, we would see less pressure on housing in 

Sydney and Melbourne.  According to my research 40% of Australians live in Sydney and Melbourne, 

compared to just 13% of the USA population that live in its two biggest cities, New York and Los Angeles. 

 

It is not the population growth per se that is causing the issue, it is the population growth in selected 

cities of Sydney and Melbourne and the increasing centralisation of jobs in those cities, which is causing 

issues.   

 

I have spoken to many politicians about this issue of building regional jobs to reduce pressure on Sydney 

and Melbourne but this seems to fall into the too hard basket. 

 

There is more about this in my report “The Real Reason for Sydney’s House Price Growth” mentioned 

above. 

 

3. You raise the issue of capital gains tax concessions and negative gearing causing some of the 

affordability issues. 

 

My simple response to you is this.  If capital gains tax and negative gearing are causing house price 

growth why are house prices in many areas in Australia actually falling when the same tax rules apply in 

those places?   

 

Why have Perth house prices fallen over the last year?     
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Why have Townsville house prices fallen over the last five years? 

 

And don’t say because of less investors.  There are a large number of investors in Townsville (and part it 

is over investing – especially NRAS properties, that has caused rents to dramatically reduce in 

Townsville). 

 

There is more about this as well in my report “The Real Reason for Sydney’s House Price Growth” 

mentioned above.   

 

Also you may want to read my report “The Real Cost of Negative Gearing” dated 12 April 2017 which 

you will also find at www.thewealthnavigator.com.au/media.  Here you will see some research which 

shows how much the property investor actually contributes to the Australian Economy and what the 

real costs are – this may surprise you. 

 

4. Also, you may be interested to know that less than half of the capital gains upon which tax is paid relate 

to real estate.  The bulk relate to other investments such as shares.  So any chances to capital gains tax 

will impact those investors as well.  Changes to capital gains tax will also impact people’s super as 

superfunds use similar tax treatment for capital gains. 

 

And any system that discriminates against one class of investment such as property against shares will 

lead to efforts to get around these rules and any such perceived benefit will be lost anyway. 

 

5. You talk about real estate investment being unique where you can get both negative gearing and capital 

gains tax breaks.  That is entirely untrue.  You can (and many people do), negatively gear shares and 

enjoy the same tax treatment. 

 

Indeed I am sure you have enjoyed in the Dick Smith days the benefit of offsetting losses from new 

stores and new ventures from income from the other stores or business you ran.   Also, I am assuming 

that you structured the sale of Dick Smith in such a way that you were able to enjoy significant capital 

gains tax benefits here as well. 

 

Also business owners can get a significant capital gains tax break when they sell a business under the 

CGT rollover relief provisions. 

 

So to say the negative gearing and capital gains tax treatment is unique to real estate is an incorrect 

statement. 

 

 

 

6. One of your solutions is a broad based land tax.  Investors are already paying nearly $900 million in land 

tax.  So any investor land banking will pay land tax on that property anyway.  And, any change here will 

impact more on home owners than on investors. 

 

7. I notice that you use the example of average wage growth between 1975 and 2016 and compare this 

with house price growth.  I feel that this is an unfair comparison.  The real comparison should be 

between family income in 1975 and family income (plus government subsidies) in 2016.  I think you 

would find that in 1975 there was a large number of single income families where today there are a 
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much higher proportion of double income families, some of which enjoy the benefits of paid parental 

leave and child care rebates.   The rise of the double income family is, I believe one of the reasons for 

the growth in house prices which people seem to forget. 

 

So I feel that your statement on page 8 comparing growth from 1.5 times annual income to 12 times 

annual income is overstating the real numbers.   

 

8. On page 8 you also talk about “easy wealth to those fortunate to be on the home ownership 

bandwagon”. We have had to fund out of our own pockets many thousands of dollars each year to carry 

and hold our properties (even after some tax savings).  And I know this because I am an accountant and I 

can tell you every cent we have paid in relation to our properties.   

At the same time I see people who buy new cars regularly (I have never owned a new car and our 

current car is over 15 years old).  I see people who go on regular overseas holidays (our last overseas 

holiday would have been over 10 years ago).  To say I enjoy easy wealth because I put money into 

carrying property while others fritted away their money on toys and holidays, is a bit insulting. 

 

9. You (and a lot of others) quote the drop in home ownership in the 25 to 34 age group and quickly blame 

this on the housing affordability issue.  Where is the analysis about at what age people tend to get 

married (which is a large trigger for buying the first home)?  According to the ABS the median age for 

males and females to first marry in 2015 was 30.1 and 28.5 respectively.  The median age for first 

marriage was 27.3 and 25.3 in 1995 and I expect lower before then.   

 

So to say that reduced home ownership in the 25 to 34 age groups is due solely to housing affordability 

is misleading. 

 

Also, I have read that home ownership rates in this age group are also falling in countries like the USA.  

Knowing that I can buy a home in a major USA city for under $50,000 AUD, I know that this is not an 

affordability issue, but more a matter of lifestyle choice for a number of these people. 

  

10. You make various comments about rents in places like Sydney and how rent is increasing.  As an owner 

of investment properties in Sydney, I am struggling to see this with some of my Sydney properties 

renting today less than they did 3 - 4 years ago.  Let me explain the economics of why this has 

happened.   

 

The core inner and middle ring of Sydney, largely do the FOMO effect (fear of missing out), has seen 

both investors and owner occupiers buying property over the past 3 years.  Now this leads to more 

rental properties (as more investors) and less tenants (as they now own a house).  And in simple 

economic terms, less demand and more supply means lower rents and longer vacancies.  This is the 

reality of a lot of rental markets in Sydney and I never trust the numbers the press reports as this does 

not agree with the reality in the market place.   

 

11. You talk about pressure on people based on how much they are repaying in loan repayments.  If the 

interest rates were 17% like they were in the late 80’s, I would have to agree with you.  But we are 

talking just about the lowest rates in history.  If people are suffering from mortgage stress, a large 

number would be due to over committing themselves in the first place.  
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Many mortgage brokers I speak to, talk about young home buyers wanting to spend $750,000 and more 

on a new McMansion in Sydney and furnish it with all new furniture and the biggest and latest toys.  I 

am not sure about you, but our first home was an old weatherboard house in Western Sydney and the 

mattress was on the floor for many years.  This is not what we live in today, but we accepted the need to 

step up over time and no go for it all in our first home. So to some extent, I take the view that part of the 

so called stress is because they set their desires of a first home too high.   

 

12. I do agree with your comments about new supply on the far-flung edges.  I call these locations bedroom 

suburbs.  There is no work there so you leave the suburb to go to work, come home to sleep and start 

the cycle all over again.  

 

13. I must admit I had to laugh at the comments by Dan Halliday on page 45.  If he, as an investor goes to his 

broker and buys shares of a company listed on the ASX, the company does not get the money.  It does 

not use this money add productive capacity.  So the reality is that except for new share issues, most 

share investors add nothing to the productive capacity of Australia.   

 

Property investors instead, outside of interest, invested in the 2014-2015 tax year in excess of $17 billion 

dollars directly into the Australian economy – see my report “The Real Cost of Negative Gearing” dated 

12 April 2017 which I referred to previously.   

 

So to say that share investors are productive and real estate investors are not productive is incorrect. 

 

14. As an aside, do you know that the USA has negative gearing?  It is called the passive activity loss rules 

and this has an income threshold as to how this works.  I am really surprised no one in Australia has 

raised this as a possible political solution around views that negative gearing. 


