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Building Approvals
Approvals Dip But Pipeline Booming
Building approvals continued to decline in October, landing broadly in line with pre-pandemic
levels. Approvals fell 12.9%, marking the largest monthly fall since May 2020. However, this is
off a record high earlier in 2021, underpinned by government stimulus measures, such as
HomeBuilder, and low interest rates.

•

The headline number masks early signs of stabilisation in building approvals. The fall in October
was driven by a 37.5% fall in multi-density dwellings approvals (apartments and townhouses), a
category which is volatile month to month.

•

In contrast, private sector house approvals actually increased 4.3% in October. This likely partly
reflects a rebound from lockdown disruptions, but could also suggest that the HomeBuilder
unwind has mostly run its course.

•

Private sector house approvals remain 24.6% higher than pre-COVID levels. It is reasonable to
assume private sector house approvals will settle around a higher level than before the
pandemic, at least in the near term. Demand for dwellings remains very strong, supported by
low lending rates.

•

The sharp run up in approvals over the past 12 months means levels are around those reached
during the construction boom between 2015 and 2018. This has created a solid pipeline of
construction activity which will bolster the economic recovery from the Delta lockdowns.

•

While new uncertainties have been thrown up by the emergence of the Omicron variant, it is
too early to tell if these developments will have significant economic ramifications.
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Building approvals continued to decline in October, landing broadly in line with pre-pandemic
levels, as at December 2019. Approvals fell 12.9% in October and have declined in six out of the
past seven months. This is the largest monthly fall since May 2020. However, this is off a record
high earlier in 2021, underpinned by government stimulus measures, such as HomeBuilder, and
low interest rates.
The headline number masks early signs of stabilisation in building approvals. The fall in October
was driven by a 37.5% fall in multi-density dwellings (apartments and townhouses). This category
is volatile month to month.
In contrast, private sector house approvals actually increased 4.3% in October. Much of the
pullback in house approvals since around the middle of the year reflects the unwinding of the
bring-forward in demand associated with government stimulus programs. Lockdowns in recent
months have also buffeted approvals as restrictions impeded activity in the housing market.
The increase in private sector house approvals in October likely partly reflects a rebound from
lockdown disruptions, but could also suggest that the Homebuilder unwind has mostly run its
course. Private sector house approvals remain 24.6% higher than pre-COVID levels. This category
may still be supported a little by the trailing impact from HomeBuilder. However, it is reasonable
to assume private sector house approvals will settle around a higher level than before the
pandemic, at least in the near-term. Demand for dwellings remains very strong, supported by low
lending rates. Granted, fixed rates have started to edge higher in recent months, but lending rates
are still very low relative to historical levels.
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Private sector house approvals rose across all states, except SA where approvals dipped 3.3%. The
largest rise was in WA (16.3%) followed by Victoria (6.4%). There were more modest gains in
Queensland (3.3%) and NSW (0.7%). Private sector house approvals are now hovering around
15%–50% above their pre-COVID levels across the country. Private sector multi-density approvals
fell across all states.
The run-up in approvals has created a significant pipeline of construction activity which will
support the economic recovery. In fact, the sum of private sector approvals over the past 12
months is around the levels reached during the construction boom between 2015 and 2018. The
rolling 12-month sum of public sector approvals have also lifted significantly, reaching their
highest level since 2015, as government spending helps to boost the recovery.
The value of non-residential approvals fell 20.9% in October, although this is a volatile series.
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Outlook
The unwinding of policy effects may to be coming to a conclusion but underlying demand remain
robust. Notably, private sector housing approvals remain well above pre-pandemic levels. The
sharp run up in approvals over the past 12 months has created a solid pipeline of construction
activity which will bolster the economic recovery from the Delta lockdowns. Nevertheless, new
uncertainties have been thrown up by the emergence of the Omicron variant. However, it is too
early to tell if these developments will have significant economic ramifications.
Matthew Bunny, Economist
Ph: (02) 8254 0023
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The Detail
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information
may not comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular
investment objectives or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or
investment advice or recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or
services. No decision should be made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank
of Melbourne has a contract to supply Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed
terms of supply apply. Bank of Melbourne does not represent or guarantee that the Information is accurate or free from errors or omissions
and Bank of Melbourne disclaims any duty of care in relation to the Information and liability for any reliance on investment decisions made
using the Information. The Information is subject to change. Terms, conditions and any fees apply to Bank of Melbourne products and details
are available. Bank of Melbourne or its officers, agents or employees (including persons involved in preparation of the Information) may have
financial interests in the markets discussed in the Information. Bank of Melbourne owns copyright in the information unless otherwise
indicated. The Information should not be reproduced, distributed, linked or transmitted without the written consent of Bank of Melbourne.

Any unauthorised use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457
141 AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified.
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