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The 2021 SPRING
Market previewed
The 2021 Spring Market has had the most dramatic
and turbulent of lead-ins as the pandemic takes
hold.
Markets tend to respond negatively when faced
with risk but the era of ultra-cheap money has
seen stock markets and property markets surge
to record highs in 2021.
To assist you in making a winning trade this
spring, we have outlined the issues that are likely
to determine the spring market. Reading and/or
forecasting the market is extremely challenging at
present.
There are dynamic factors pushing and pulling the
market in different directions.
Post lockdown/employment

Empty streets and struggling businesses is the
unfortunate legacy of this lockdown

The state of the economy will only become
apparent once lockdown is over and restrictions
eased. No doubt there has been damage done,
but the exact extent of the damage is unclear as
we enter spring.

For Lease signs appearing in shopfronts of what
were previously thriving business is the devastating
legacy of the lockdown.

In late winter, the retail banks were taking
precautions with home buyers loan applications.

It should also be noted that some businesses
actually experience growth during lockdowns.

The banks were understandably wary of borrowers
facing changed economic circumstances due to
the lockdowns.
Sadly, everyone now knows of small businesses in
their community and beyond that have not survived
lockdown.
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If the economy can re-open with employment
intact, a post lockdown bounce is very much on
the agenda.

Note that we say, ‘experience growth’ rather than The retail banks are certainly bullish about the
‘enjoy growth’, as everyone universally desires a housing market in this scenario with the big four
banks all predicting another 7-10% price rise in
return to freedom and no more lockdowns.
the next 12 months.
The unfair reality of this lockdown is the corporate
and Government employment sectors have remained Given the housing market is already up by more
largely unscathed whilst certain segments have worn than 20% for 2021, and apartments have risen
10%, further sustained price rises would be
the absolute brunt of it.
remarkable for home owners and vendors, whilst
being equally galling for first home buyers and
upgraders.
In summary, the post lockdown property market is
likely to be stronger at the upper end of the market
and weaker in lower priced segments.
Government support
The Federal Government are facing pressure for
the amount of money given out via JobKeeper and
Cash Boosts to businesses in 2020. The same
sort of support packages have not been in effect
in 2021, even though they are desperately needed
by many small businesses.
If there were some decisive stimulus measures to
ensure the economy re-opens strongly that would
inadvertently assist property.
30 Ballast Point Road, Birchgrove recently sold as
buyer demand continued to outpace supply

Stock levels

Whilst buyer demand dropped during winter, seller
supply dropped by a greater amount. This left the
market with the same ‘buyer demand outstripping
The most vulnerable people in the economy are seller supply’ equation that has existed for all of
casual workers, employees in a range of industries the 2021 boom.
such as hospitality & tourism and small business
SQM Research have reported listings on market
owners decimated by the lockdown.
hit an all time low in August 2021.
If the economy enters a recession in late 2021, it will
be the second in two years, having enjoyed a record Many sellers who may have come to market in
30 years without a recession between 1991 and winter have held off for a spring campaign, or
mid 2020. How home buyers absorb the increasing potentially 2022.
reality of a recession is anyone’s guess.
Stock usually increases sharply between winter
At the time of writing, it seems a 2021 recession and spring. Stock levels this spring are highly likely
is on the cards for the Australian economy. Only to depend on ‘if and when’ the lockdown finishes
strong numbers from the mining sector can avoid and whether the property market fully re-opens.
this happening. Reports in late August suggest the
economy has been shedding 25,000 jobs a week Discretionary sellers are understandably reluctant
to sell into a market that is not fully operational.
during the lockdown.
Maintaining full employment is a more crucial and For those looking to both buy and sell this
immediate measure than the technicalities of whether spring, there is a relevance that makes the trade
‘lockdown neutral’.
or not we are in a lockdown induced recession.

CONTINUED FROM PAGE 2

People looking to sell in the regions to then buy
in Sydney also face a dilemma during lockdown.
If these sellers list their existing property in the
regions during lockdown, buyers from Sydney are
essentially ruled out.
Given Sydneysiders are the key demographic
driving property prices in NSW regions, vendors
will be reluctant to list in those regional/coastal
locations.
This one example speaks to the disruption that
then results in distortions throughout the housing
market as a result of lockdowns.
Agents in all markets throughout NSW have
reported historically low stock levels through winter
as lockdown disrupted normal operations.
Conversely, if excess stock levels hit the market
in spring, buyers may experience some relief
from rapidly rising prices. Any surge in listings is
unlikely to be as a result of widespread distress in
the marketplace.
If there is underlying mortgage stress building in
the market due to the lockdowns, it is unlikely to
show up in 2021. Particularly with retail banks
offering those adversely impacted by the current
lockdown with mortgage holidays.
Another element vendors must consider this spring
is the high probability Open Houses and Public
onsite Auctions won’t be allowed to occur at any
stage again in 2021.

There is no doubt that the number of bidders
per property has dropped since auctions went
online. More auctions have sold prior to the
scheduled auction date or were withdrawn rather
than selling ‘under the hammer’ as planned.
Watching, understanding and appreciating the
role stock levels play in the short-term fortunes
of the property market is crucial for both buyers
and sellers.
Apartment sector and rental market
When it comes to assessing the impact of the
current lockdown on the market, the saleability
of apartments and the state of the rental market
are the canaries in the coalmine.
Severe distress will show up in these segments
before the broader market. The Sydney
apartment sector has enjoyed 10% price growth
in the first 8 months of the year in a remarkable
feat.
Particularly given the international borders have
remained closed for the past 18 months, starving
the market of much needed buyer demand and
prospective tenants (mainly being overseas
students).
This is why the true state of the market will
quickly become evident in the apartment sales
market and the rental market at large during
spring - given both segments suffered from a
lack of confidence and dwelling over supply.
Rarely has the market faced such dynamic
contradictions leading into a spring
campaign.

HARRIS PARTNERS RECENT SALES
133/69 Allen Street, Leichhardt

$ 1,100,000

579 Old Northern Road, Glenhaven

$ - Confidential

163 Evans Street, Rozelle

$1,350,000

80 College Street, Balmain

$3,400,000

13 Callan Street, Rozelle

$2,225,000

57/3 Hornsey Street, Rozelle

$515,000

58 Church Street, Birchgrove

$1,640,000

6/114-124 Pitt Street, Redfern

$1,715,000

25 Hammond Avenue, Croydon

$2,850,000

121 James Street, Lilyfield

$2,355,000

VACANCY...

The enemy of investors
The reality in being a landlord is that less than half of all
investment properties generate 52 weeks income in any
given year. Vacancy is an unwelcome reality of being
a property investor. Along with maintenance neglect,
vacancy can be cruel to the investor’s income return.
Lost income is like lost sleep - you can never make
it up. Whilst it’s impossible to avoid vacancy, there
are several crucial decisions you can make to ensure
increased occupancy.
Fair market rent – If you always aim to get the absolute
top dollar or above market rent for your investment
property, you may well succeed at times. It’s on the
occasions where you let your property sit vacant
because it is overpriced, that a lot of income can be lost.

robust and active as people set themselves up for the
forthcoming year. Therefore, it’s best that the lease
expiration date avoids these awkward leasing periods.
Property Profile – There are certain properties which
are prone to turnover tenants regularly. Whilst the
return looks good on paper when you are buying it,
that strong yield will only apply if it’s going to be leased
52 weeks a year.
A property which is vacant twice a year is likely to only
generate income for about 48 weeks a year with the
landlord paying double the letting fees to boot.

To price above the market by $30 per week on a
$500 p/w property, means that after just three weeks
of vacancy, your situation is essentially equal. This is
provided you find a tenant at the inflated figure after
3 weeks, which you probably won’t. During COVID,
unfortunately many landlords have had to accept that
fair market rent has fallen for their investment property.
The market price is the price at which people want to
lease your property. Above market price is the price
where no one wants to lease your property, because
it’s priced too high in comparison to other properties
on the market.
Rent reviews/renewals – The same thought pattern
should apply to rent reviews as it does to pricing a
property at fair market rent. Turnover of tenants always
leads to some vacancy period. It’s best to keep a good
paying fair priced tenant in place, rather than lose them
due to over reaching on the rent review.
The beauty of rent renewals is you avoid added
lettings fees and there is no break in the income being
generated by the property.
Lease expirations – There are times during the year
when properties lease well and times when they don’t.
The depths of winter and December are traditionally
awkward times of year to find tenants in Sydney.
Conversely, the beginning of the year is always very

The best investment property is a leased one.
The worst investment property is a vacant one.
Tenant Profile – Correct tenant selection will greatly
aid your quest to minimise vacancy. As an extreme
example, a family of 5 in a studio apartment is only
going to end one way. Rejecting tenants who are not
suited to your investment property may cause an
unwanted vacancy period in the beginning, but it will
save you a great deal of pain and lost income in the
future.
The longer you own the investment property, the more
adept you will become at identifying the right tenant
profile for your property.
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