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Not All Property Downturns Are Created Equal

Why some Australian homes prove more resilient than others

The media, and no doubt many conversations around dinner tables, are once again preoccupied with
residential property prices. Is there a downturn? A correction? A collapse?

Australian residential property is not one market, and a downturn does not affect every property
equally. Some properties are more resilient than others.

The same is true when markets rise. The rising tide does not lift all properties equally.

LongView's historical analysis shows that a relatively small proportion of Australian residential
properties has generated a disproportionately large share of capital growth. In one historical screen
of approximately 6.4 million property transactions since 1999, just 18% of properties accounted for
58% of the capital growth.

So too when the tide flows out. Some properties continue to grow in value, some hold their value,
and others decline materially.

LongView's analysis points to three factors that are particularly important in explaining those
differences in both a rising and a declining market:

1. Land Value Proportion - being the proportion of a property's value
attributable to the underlying land

2. Price point
3. Location, including differences not only between suburbs, but within them

Properties combining these characteristics tend to be established detached houses on well-located,
land-rich sites. We refer to properties exhibiting these characteristics (which we seek) as RODWELLSs:
Robust Older Dwellings on Well-Located Land.

The distinction is particularly relevant today. Average prices are softening in parts of Australia,
notably Sydney and Melbourne, and lead indicators - such as days on market and auction clearance
rates - have weakened across a number of segments. But the downturn is far from uniform.

PropTrack’s price data for Sydney shows that the cheapest houses (decile one based upon price)
grew in value by 4.1% from November 2025 to June 2026 while the most expensive houses (decile 10
based upon price) declined in value by 4.8% over the same period. Similarly, Cotality's July 2026 data
showed that upper-quartile home values fell 3.2% nationally over the preceding three months, while
values across the lower quartile increased 0.3%.

For a long-term residential property investor, the most useful question is not simply
whether "the market" is up or down. It is which properties are falling, which are holding
their value, and why.

That is the question this paper seeks to answer.
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Property Is Not the Equity Market

The language of "crashes", "corrections”, "bull markets" and "busts" is borrowed largely from
equity markets.

When an equity market can fall 5% in a day, correct 20% in a month or rise 40% in a year, that
language has a clear meaning. It is less useful when applied (indiscriminately) to Australian
residential property.

This is a market that hasn’t gone from peak to trough by more than 12% for a century. The last actual
“crash” was in 1893. In the early 1990s recession (the recession “we had to have”, to quote the

then Treasurer) the largest average decline was 1.54% with recovery taking 12 months. According

to PropTrack data, prices fell by up to 4% during the global financial crisis but took just 6 months

to recover. And during the inflection from March 2018 to April 2019, as interest rates rose, the
national housing price decline was up to 5.7% but recovery took 7 months. The 2022-23 downturn

is instructive. National housing prices fell by 3.9% from their April 2022 peak as interest rates rose
rapidly, with the timing and severity of the decline varying across cities and market segments but
with prices restored to their pre-correction levels by July 2023 (See charts in figures 1 & 10 below).

Residential property behaves differently to equity markets and is uncorrelated (0.29) to them.
Housing is less liquid, transactions occur less frequently and individual properties are highly
heterogeneous. Housing downturns can still occur, particularly within individual cities and market
segments, but they are typically far less significant and unfold more slowly and unevenly than
equity-market corrections.

The important point is not that on average Australian residential property cannot fall. It can, but
historically by far less than equities. Rather, that there is rarely one housing market experiencing
one uniform outcome and reliance on market averages can be misleading. Current conditions
demonstrate that clearly.
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Figure 1. Rolling three-month change in dwelling values, state capitals. Source: Cotality, July 2026.

Sydney and Melbourne have led the current downturn, while other capital-city markets have behaved
differently. Within Sydney and Melbourne, performance also varies materially by price tier, dwelling
type, and suburb.

Australian detached-house prices, weighted across Sydney, Melbourne and Brisbane have increased
by an average of approximately 7.2% per annum since 1988.
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That long-term average is useful context. But averages do not tell the whole story. As we sometimes
put it, someone with their head in a bonfire and their feet in ice water may appear fine on average,
unless you're that person.

Residential property is not homogeneous. An apartment in Melbourne's Docklands is clearly a
different asset from a three-bedroom house in suburban Brisbane. Even within one suburb, the
best house on a quiet street can have very different characteristics from an identical house near
a busy road. The differences start with dwelling type.
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Figure 2. Relative change in median established house and unit prices, Melbourne 2008-2022.
Source: LongView / PEXA research series

The historical pattern shown above is intuitively familiar to many Australians: detached houses have
outperformed townhouses over the period shown, which in turn have outperformed high-density
apartments. But dwelling type is only the beginning.

LongView's analysis shows that, across the historical dataset, a relatively small cohort of properties
generated a disproportionately large share of capital growth.
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Just 18% of properties in that historical analysis accounted for 58% of capital growth.
What is less well understood is that significant differences exist within a dwelling type.
That is where the analysis becomes particularly interesting.

Figure 3. Share of Australian properties and capital growth in LongView historical analysis. Source: LongView analysis of approximately 6.4 million transactions, 1999-2026.
"House-price growth calculated using detached-house data across Sydney (47.5%), Melbourne (30.8%) and Brisbane (21.7%), based on PropTrack data from February 1988
to April 2026. Different periods and city weightings may produce a different historical average.
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Land Value Proportion: The Hidden Factor

Breaking the data down further, one of the clearest relationships in LongView's analysis is between
capital growth and the proportion of a property's value represented by its land.

We call this Land Value Proportion, or LVP.
The logic is straightforward: land appreciates, buildings depreciate.

Buildings age. They require maintenance and renovation and may ultimately need replacement. Well-
located land, by contrast, is finite.

Our historical analysis shows a clear relationship between LVP and capital growth. Properties where
land represents 90% or more of total property value have historically outperformed properties in the
80% to 90% cohort. Those have in turn outperformed lower-LVP cohorts.
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Figure 4. Average CAGR by Land Value Proportion band. Source: LongView analysis of PropTrack sales database.

Detached houses typically derive a significant proportion of their value from land. Townhouses and
semi-detached dwellings generally derive a smaller proportion, while apartments typically derive
much less of their value from their underlying share of land. That helps explain some of the difference
in long-term performance between dwelling types.

But LVP also varies materially within the detached-housing market. The relationship is evident across
Sydney, Melbourne and Brisbane, although its magnitude differs by market. The same analysis can
also be viewed over time.
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Figure 5. Sydney property performance by Land Value Proportion cohort since 2000. Source: LongView analysis.
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In the broader Sydney market since 2000, progressively higher-LVP cohorts have historically
compounded ahead of lower-LVP cohorts. That relationship is powerful, but it is not without
exceptions. Local factors matter too.

LongView conducts this analysis suburb by suburb across Sydney, Melbourne and Brisbane and,
where the data supports it, at a more granular level within suburbs. There are locations where
localised factors materially strengthen or weaken the broader LVP relationship.

Ryde in Sydney is one example in our historical analysis where local factors have at times outweighed
what the simple LVP relationship might otherwise suggest.
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Figure 6. Differential between high-LVP and lower-LVP properties by selected suburb. Source: LongView analysis.

The chart illustrates just how much the strength of the LVP relationship can vary between suburbs.
There is no single characteristic that identifies an attractive residential property. LVP matters
enormously, but so does where the land is located.
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Price Point Matters Too

Performance also varies by price point.
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Figure 7. Historical performance of properties below $2 million, the average property and properties above $2 million. Source: LongView analysis.

LongView's historical analysis shows that very high-LVP properties have performed strongly
across price points, but properties below $2 million have generally outperformed those at higher
price points.

Taken together, our analysis identifies three particularly important factors. In order, they are:
1. Land Value Proportion
2. Price point

3. Location

Those factors form the foundation of our property-selection framework.
But they are not the whole framework.




Resilience in a Downturn

The characteristics associated with stronger long-term growth also appear to matter when
markets weaken.

In most downturns analysed by LongView, the more affordable price cohorts have historically proved
more resilient. Across downturns since 2000, the lower four price deciles have typically declined by
less than 5% on average, while the upper four price deciles have declined by more than 9%.

The upper end of the market has therefore historically been materially more volatile.

There are plausible structural reasons for this. When economic conditions become more challenging,
prospective buyers and existing owners do not all simply exit the market. Some adjust their budgets
and move down one or two price points. That can transfer demand towards more affordable
properties at the same time as demand at the upper end weakens.

The current downturn provides a useful real-time example.
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Figure 8. Sydney price movements by price decile during the current downturn, data through July 2026. Source: LongView analysis of PropTrack data.

PropTrack Sydney data analysed by LongView shows a striking divergence between price tiers. In the
period analysed, the top price decile began weakening in November 2025 and is approximately 4.8%
below its peak. By contrast, the lowest price decile remained approximately 4.1% above its November
2025 level, while the third decile was approximately 2.4% higher.

The downturn has therefore not simply produced different magnitudes of decline. It has begun at
different times across different parts of the market. That observation is consistent with Cotality's
more recent national data, which shows upper-quartile values falling while lower-quartile values have
been more resilient.

Further evidence of this price-point effect can be seen in lead indicators available before reliable
transaction-based price data. Within selected suburbs, three-bedroom houses, typically
representing a more affordable price point, are currently showing greater resilience than larger
four- and five-bedroom houses.
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Auction clearance rate Days on market
Suburb Indicative

Sydney analogue
3 bed 4 bed 5 bed 3 bed 4 bed

Boroondara Camberwell 4% 52% L% 38 43 L Lane Cove
Darebin Reservoir 5% 56% 42% 46 55 71 Bankstown
Monash Glen Waverley 80% 67% 53% 85 39 67 Chatswood

Table 1. Selected auction clearance rates and days on market by bedroom count. Source: LongView analysis.
Note: Sydney analogues are indicative comparator suburbs only; no Sydney performance metrics are presented in this table.

For example, the Glen Waverley data analysed by LongView shows an auction clearance rate

of approximately 80% for three-bedroom houses compared with 53% for five-bedroom houses.
Average days on market were approximately 35 days for three-bedroom properties and 67 days
for five-bedroom properties.

Similar directional differences are visible in the selected Camberwell and Reservoir data.

These measures require care. Auction sales represent only part of the residential market, and
bedroom count is an imperfect proxy for price. However, they can be useful to analyze lead indicators
of market behaviour in individual suburbs. But the directional evidence is consistent with what we see
in the longer-term analysis: price point matters in a downturn.

Housing typology also matters. And once again, even within a typology there is granularity.
LongView's historical data suggests that higher-LVP, RODWELL-style properties have generally been
more resilient during periods of market weakness than lower-LVP properties.

LongView's historical data also suggests downturns have tended to be shorter for higher-LVP
properties. Where land represents around 90% of total property value, the historical analysis indicates
average downturns of approximately three to four months, compared with approximately 12 months
or longer for properties where land represents around 50% of total value.

The precise duration and severity of those downturns varies across cycles, so we do not regard
LVP as a mechanical predictor of the length of an individual downturn. Rather, it is another piece of
evidence that the underlying property matters.

2~ LONGVIEW HOMEEQUITY INVESTMENTS A Conversation on the Family Home



Why Headline Averages Can Mislead

A key challenge in analysing residential property data is that it aggregates non-homogeneous assets.

For example, a suburb's average auction clearance rate could rise or fall simply because the mix of
three-bedroom and five-bedroom houses being offered for sale changed. The headline number would
move even if the underlying clearance rates for each individual property type had not.

Consider an intentionally simplified example from outside residential property. Imagine a car market
consisting only of $200,000 Mercedes vehicles and $30,000 Kias, initially sold in equal proportions.
The average transaction price is $115,000.

If the sales mix changes to 40% Mercedes and 60% Kias, the average price falls below $100,000.
Yet the price of neither car has changed at all.

Modern housing indices are considerably more sophisticated than simple averages and medians.
Cotality's Home Value Index, for example, uses a hedonic methodology that incorporates property
attributes and location to help control for compositional changes. However, these indices and
averages by definition do not represent same property growth.

Our point is not that these indices are wrong. They are valuable measures of broad market direction.
Our point is that even sophisticated market indices necessarily aggregate millions of individual
properties. For an investor, the question is more granular: what characteristics explain why individual
properties perform differently within the same market?

LongView therefore analyses property by suburb (and, where reliable statistically relevant data exists,
at the intra-suburb level), Land Value Proportion, price point and individual property characteristics
rather than relying on a headline market average alone.
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Interest Rates Matter, But They Do Not Explain Everything

Interest rates clearly matter to residential property but not to the degree that media coverage of

the sector implies. They influence borrowing capacity, mortgage repayments, housing demand and
investor behaviour. However, they do not drive property price performance to the same degree as
Land Value Proportion. As the chart below shows, Australian housing prices continued to grow during
the mid-teens interest rate period of the 1990s.

The long-run relationship nevertheless highlights another feature of Australian residential property.
House prices have compounded through very different interest-rate regimes.

Mortgage Interest Rates vs Property Prices
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Figure 10. Mortgage interest rates and property prices over time. Source: LongView / PEXA research series.

That should not be interpreted as evidence that interest rates have little or no impact on housing
prices. Reserve Bank analysis shows that rates affect borrowing capacity, demand and housing
values at the margin.

The limited impact of interest rates upon property prices is easier to explain than the media’s fixation
with a correlation that doesn't really exist. The explanation is relatively simple. The Australian
residential property market — in aggregate - is only 22% geared (and 78 % equity). This is calculated
by dividing the total value of residential loans outstanding by the total value of residential real estate.
Compared to other real asset classes like infrastructure, where assets are regularly levered at more
than 50% and therefore more sensitive to interest rates, residential real estate is relatively modestly
geared. The segment, who are sadly deeply impacted by interest rates and rightly a concern of all
citizens, are first home buyers - a socially important but mathematically marginal portion of the total
market. While they represent approximately 20% of new home loan applications in Australia, they
represent less than 10% of home ownership.

Rather, the important distinction is this: interest rates operate across the market and help partially
explain the housing cycle. They cannot, by themselves, explain why two properties exposed to the
same interest-rate environment can produce materially different outcomes.

Property characteristics help explain dispersion within the cycle. For a long-term residential
investor, both matter.
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Population and Demand Matter

Population growth is another important part of the long-term picture.

Australia's population increased by approximately 412,500 people, or 1.5%, in the year to December
2025. Net overseas migration contributed approximately 301,000 people, or about three-quarters of
that increase, while natural increase contributed approximately 111,500.

Population growth increases underlying demand for housing. But, just like a downturn, that demand
is not distributed uniformly across every dwelling type and price point.

More affordable parts of the market can benefit from a broader pool of potential purchasers and
renters. However, the precise impact of migration across individual price deciles is difficult to
isolate, and we do not rely on migration alone to explain the resilience we observe in the lower-
priced cohorts.

The more important long-term interaction is between population growth, urban concentration and
scarce, well-located land.

A substantial proportion of Australia's population is concentrated in a relatively small number of
metropolitan areas, particularly Sydney, Melbourne and Brisbane.

New homes can be constructed. New, well-located land cannot.

That creates ongoing competition for finite suburban land in established metropolitan areas and
helps explain why the proportion of a property's value represented by land matters so much over
long investment horizons.

The axiom remains simple: land appreciates; buildings depreciate. The challenge is
identifying the right land, beneath the right house, in the right location, at the right price.
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Understanding RODWELLs

Robust Older Dwellings on Well-Located Land
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Five indicative investment characteristics used in the RODWELL framework. They are not intended to map one-for-one to the RODWELL acronym.

While Land Value Proportion is an important driver of historical outperformance, numerous other
property characteristics also appear to matter.

o dwelling age and structural condition

e block size and configuration

o the position of the house on the block

e proximity to transport, schools and employment
o flood and bushfire exposure

o street quality and micro-location

¢ planning controls

« subdivision or redevelopment potential

o local supply dynamics

o the breadth of the future buyer pool

Combining the characteristics associated with stronger historical outcomes gives us the cohort of
detached houses we call RODWELLs: Robust Older Dwellings on Well-Located Land.

Multiple factors contribute to the designation. Is the house positioned at the front or back of the
block? Is it on a corner, allowing easier access for subdivision or redevelopment? What is the
council's attitude to more intensive development? Is the site compromised by traffic, flooding or
another permanent characteristic? Could relatively straightforward changes improve the property's
marketability?

These and dozens of other indicators can influence long-term capital growth potential.

We might look at two properties almost side by side where one has historically compounded
at 5% and the other at 8%. That difference may not appear enormous over one year. Over a
long holding period, it is.

The reasons can be remarkably granular: the shape of the block, the location of the house on it,
access for future subdivision, street quality, planning settings or simply the marketability of relatively
straightforward modifications.

Significantly, luxury kitchens and expensive finishes are not defining characteristics of the
properties our analysis identifies as attractive. That is not to say a renovator's delight is
necessarily attractive either.

The R in RODWELL stands for Robust. We have greater confidence in properties where the dwelling is
structurally sound and in good condition, and where the enduring value proposition sits principally in
the land and location rather than the fixtures and finishes.
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A Note on Methodology
There is an important distinction in how we use historical performance.

LongView uses historical data to identify and test observable property characteristics associated
with stronger outcomes. Those characteristics can then be applied prospectively when analysing
properties for investment.

Historical return alone is not sufficient to classify a property as a RODWELL. Otherwise, the reasoning
would be circular: defining superior properties simply by the fact that they have already produced
superior returns tells us little about which properties may perform well in the future.

The RODWELL framework is therefore based on observable property characteristics, informed and
tested by historical data.

LongView's research draws on approximately 6.4 million Australian residential property transactions
from 1999 to 2026, supplemented by external market datasets. As with all historical analysis,

correlation does not automatically establish causation. Individual property performance may also be
influenced by renovations, redevelopment, planning changes, infrastructure and other local factors.

RODWELLs are not a formula for guaranteed returns. They are a framework designed to
improve the probability of identifying properties with attractive long-term characteristics.
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Putting Our Money Where Our Mouth Is

LongView's investment strategy has been built around these principles.

In 2023, LongView launched its first residential home equity fund, investing alongside homeowners
in Australian owner-occupied residential property across Sydney, Melbourne and Brisbane.

Since inception, the Fund has invested approximately $42 million across more than 220 properties.

The portfolio has been deliberately concentrated in the types of properties identified through our
research. The average property value is approximately $1.4 million and the average Land Value
Proportion is approximately 80%.

As at the latest reporting period reflected in this paper, Fund 1 has generated a net since-inception
IRR of 14.1% and outperformed the index by 2.4 times.

The portfolio has continued to grow in value through the current period of broader market weakness.

That does not prove the thesis, and past performance cannot tell us what will happen next. What it
does provide is a real portfolio, backed by real capital, through which the relationships identified in
our broader historical analysis has outperformed the market and can continue to be tested

and refined.

Separating Myth from Reality

The language of corrections, downturns and collapses can obscure more than it illuminates when
applied indiscriminately to Australian residential property.

Residential property is not a single market, and its long-term performance cannot adequately be
understood through movements in an average price alone.

The more consequential distinction lies between the many properties that broadly track the market
and the smaller cohort capable of compounding above it: robust older dwellings on well-located,
land-rich sites, where scarcity and enduring demand can support both growth and resilience.

Downturns make those differences easier to see.

Property type matters. Price matters. Location matters. And, perhaps most importantly, the
proportion of value represented by the land beneath the dwelling matters.

For investors, the defining question is not whether the broader market has fallen three or
five per cent in a particular quarter. It is what they own, where it is located and how much
of its value lies in the land beneath it.

2~ LONGVIEW HOMEEQUITY INVESTMENTS A Conversation on the Family Home



Sources and Data Notes

Data current to 31 July 2026 unless otherwise stated. Individual datasets have different
reference periods as noted below.

e LongView proprietary analysis: approximately 6.4 million Australian residential property
transactions, 1 January 1999 to 28 February 2026, supplemented by external market datasets.

o PropTrack: historical detached-house price data and LongView's current Sydney
price-decile analysis.

o Cotality: July 2026 Home Value Index and hedonic index methodology.
o Australian Bureau of Statistics: National, state and territory population, December 2025.

o Reserve Bank of Australia: research and Statements on Monetary Policy concerning housing
prices, credit conditions and interest rates.

e Fund portfolio statistics include more than $42 million invested across more than 220
properties, approximately $1.4 million average property value and approximately 80% average
LVP. Fund 1's net since-inception IRR of 14.1% is as at 30 June 2026.

Important Information

This paper is provided for general information purposes only. It does not constitute financial product advice and does not take into account any person's objectives,
financial situation or needs. Past performance is not a reliable indicator of future performance. Figures relating to LongView's Fund are unaudited and net of fees unless
otherwise stated. Historical relationships and analysis presented in this paper do not guarantee future investment performance. Residential property investments are
subject to market, valuation, liquidity and property-specific risks. Before making any investment decision, readers should consider the relevant disclosure documents and
seek independent professional advice.
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