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The dream of homeownership is slipping further out 
of reach for many Melburnians, pushing more people 

into the private rental market and driving up rental 

prices. Without intervention, Melbourne and other 
major capital cities could see an increasing number 

of lifelong renters locked out of homeownership, 

further exacerbating rental market pressures. The 
study tracks Melbourne’s housing market from 2000 

to 2021 and the dynamic relationship between 

renting and home ownership. 

Why the study:  
• Entering the housing market is challenging. What does 

this mean for the private rental market? 

•  How does the supply of vacant rental dwellings affect 

rent in the various local government areas of 
Melbourne? 

• What role does the Victorian Government play in the 
housing market?   

What we did:  
• We delineate the private rental market of Melbourne into 

two submarkets.  The first taxonomy splits the market into 

high-end (which clusters dwellings whose rent is greater 

than the median rent of Greater Melbourne) and the low-
end (which clusters dwellings whose rent is below the 

median rent of Greater Melbourne) markets. The second 

submarket deals with rental dwelling types based on the 
number of bedrooms. We examine the linkage between 

entry affordability and rent affordability, the rent-supply 

linkage for various dwelling types, and the key drivers of 
rent affordability using annual data for 31 Local 

Government Areas (LGAs) of Greater Melbourne. The 

study covers the period from 2000 to 2021, and we applied 
statistical and econometric methods.   

What we found:  
• Melburnians are spending more than 30% 

of their income on rent, irrespective of 
dwelling type, a benchmark that indicates 

financial stress, especially for those 

households in the bottom 40% of the 
income ladder.  

• This trend is creating a surge in demand 
for rental properties, making affordability a 

challenge not just for would-be 

homebuyers but also for tenants 
struggling to keep up with soaring rents.  

• The Victorian Government’s First 
Homeowner Grant provides financial aid 

to first-time buyers to enter the market, 

which could potentially ease the rental 
pressure. 
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What this means:  
• Without intervention, Melbourne and other 

major capital cities could see an 

increasing number of lifelong renters 

locked out of homeownership, further 
exacerbating rental market pressures.  

• If concerns in the rental markets are 
overlooked, it will escalate an already 

overwhelming affordability situation 


