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2018 Year in Review
Well what a year it has been in real estate across
Melbourne and here on the Mornington Peninsula.
Since 2013, the real estate market has witnessed
positive growth rates across the board with the
acceleration and frenzy certainly taking place
between 2016 and 2017.

Over the last 4 to 6 months of 2018, we have
experienced a significant change. Whilst a first
open for inspection would typically command 15
to 30 groups, we are now seeing the marketplace
come back to normality with on average 2 to 7
groups being a strong showing into a first open.
As agents, we had to adjust and adjust quickly. Key
communication to our vendors as to the changing
landscape and declining marketplace we are now
facing became more frequent.

During 2016 and 2017, as an agent it would
become a familiar sight to see queues of cars and
buyers lining up for the first open for inspection
with typically 15 to 30 groups flooding into the
home. This market was certainly a seller’s market
with owners typically receiving multiple offers
and receiving prices well above the advertised
price range exceeding their expectations and
additionally our expectations as agents.

This is where some agents have been caught
out and are failing to re-adjust to the changing
marketplace, a period from having multiple buyers
make contact and receive multiple offers versus
obtaining minimal activity and really waiting for
things to change. How important it is to monitor
the marketplace and adapt quickly versus waiting
for the best and leaving your vendors stranded and
sitting on the market.

What we can now say is that this frenetic pace of
the marketplace has gone. There is no doubt, the
markets were overheated and in our last market
report in 2017, we expressed the market was
overvalued and a pull-back was imminent. What we
did not know at that point in time, was what would
be the cause to soften the market.

With a finance and economics background before
entering real estate 6 years ago, there is no doubt
the economy has deteriorated over the last half of
2018. It is not just real estate either. The ASX200,
our share market has declined by 13.7% since
reaching a high on 13 August 2018 of 6,339. Whilst
all the noise in the media has typically focused on
real estate, the share market took a nose dive to fall
to 5,467 on 17 December 2018 and is now trading
at 5,617 as at 3 January 2019.

The Royal Banking Commission! Yes, this is the
very reason why not only has our real estate
market softened dramatically, it is now being
felt through our entire economy. With the Royal
Banking Commission placing pressure on major
banks to tighten their lending practices, lending
has dramatically changed the landscape and has
been the number one key contributor in one of the
fastest declines we have witnessed.

Cont…

By James Merchan

Director | Licensed Estate Agent | BBUS
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2018 Year in Review Continued
Credit is the reason or lack of! For the first time in
history, the banks are scrutinising consumers and
what is being spent when applying for a loan.

So, whilst the banks have tightened their lending
policies, there is no doubt the Government will
intervene at some point to ensure prosperity and
strong economic growth here in Australia.

There has been a significant change to previous
lending practices and whilst many buyers could
falsify and/or approximate expenditure with the
help of their bank manager or broker manipulating
the system on their application forms, banks are
now requiring significant proof.

Back to our local markets, well most of the suburbs
covered in this report reached a new high in 2018
before pulling back towards to the tail-end of 2018.
Langwarrin was the standout and the only suburb
covered in this report to achieve a positive growth
rate in 2018, up +4.1%.

“So, Mr and Mrs Consumer, can you please
provide us your last 3 months of bank statements
and additionally your credit card statement so we
can truly assess what you are actually spending
and by the way, even though home loan rates vary
between 3.8% - 4.5% what we are going to do is to
see if you can afford this loan based at an interest
rate of 7.25%.”

Frankston was the worst performing suburb,
declining by -10.2% in 2018. Mornington suffered
an -8.8% pull-back whilst Mount Eliza declined by
-5.4% and Frankston South by -4.9% in 2018. It was
however the last 5-6 months that were challenging
with the early gains in 2018 being totally wiped out
before declining further.

No wonder we are seeing prices deflate around us.

Going forward, without a doubt we will see the
Government intervening at some point in 2019. The
Government will have to encourage banks to lend,
maybe not as aggressive as previously experienced
but somewhere between today’s tightening and
prior would be ideal. Whilst the cash rate is already
at a historic low of 1.5%, whilst there may be a cut
here, we really don’t have much room to go, unlike
the pre GFC levels where rates fell dramatically.
We are simply in a cycle that will be overturned
at some stage. As per normal, the Government
will have to intervene as they simply cannot afford
businesses or consumers to reduce spending.

Whilst we are it, let’s take a look at our Gross
Domestic Product rate [GDP] and for those who
don’t know what this is, it basically measures our
economic growth. Ok, so the Government would
like our economy to grow by 3.5% per annum but
did you know in the September quarter our GDP
grew by only 0.3%? Wow, that is an astonishing
annualised figure of 1.2% growth and it could be
lower when the December reports come out.
The drastic measures from the banking industry is
now taking its toll. It’s particularly hard for people
to spend when credit dries up! The majority are
concerned about rates rising, however there is no
way the RBA will lift the cash rate from 1.5% and in
fact, it wouldn’t be surprising that the RBA will seek
action early in 2019 with rates to come down. Let’s
take a guess around April-May 2019.

So, what does all this mean if you are thinking of
selling and buying in 2019? Nothing. In fact, if you
are upsizing your home, what a great position to be
in! Yes it has been a challenging 2018 in real estate
but what fantastic opportunities that will present
themselves over the coming year. Remember,
this doom and gloom was evident in 2004/2006,
2010/2012 and if only you purchased in those years.

Housing and construction, retail sales and the
automotive industry are three out of the five
biggest contributing areas to our economy outside
mining and health; all of these industries have been
impacted by consumer confidence and the lack of
credit.

There are some great articles for you in this report if
you are looking to buy and sell. You just have to be
smarter in this marketplace and surround yourself
with quality people and advice.
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Market Report

Mount Eliza

By James Merchan

Director | Licensed Estate Agent | BBUS

PERIOD

MEDIAN

GROWTH

2018

$1,076,100

-5.4%

2017

$1,137,500

+14.0%

2016

$997,900

+15.3%

2015

$865,800

+8.3%

$799,300

+7.5%

Mount Eliza

2014
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Mount Eliza is now trading closer into its long term trend line.
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Market Commentary

Trend Analysis

The Mount Eliza market continued to increase
early in 2018 to effectively reach a new high in
February 2018 with a median house price of
$1,173,700. Since February 2018, Mount Eliza
has since declined by -8.3% to now trade at a
median house price of $1,076,100. Mount Eliza
ended the 2018 year with a decline of -5.4%, its
first decline since 2011.

From a technical perspective, Mount Eliza is
now well and truly moving back into its longerterm trend line channel. We would expect
Mount Eliza to continue to trend backwards
in the first half of 2019 to trade back into the
$950,000 – $1,000,000 median house price
before consolidating.
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Frankston South

By James Merchan

Director | Licensed Estate Agent | BBUS

PERIOD

MEDIAN

GROWTH

2018

$765,000

-4.9%

2017

$804,500

+13.4%

2016

$709,500

+12.2%

2015

$632,600

+13.4%

Frankston Sth

$557,800

+4.8%

2014
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Frankston South is now consolidating back into its long term trend line.
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Market Commentary

Trend Analysis

Frankston South continued to perform nicely
early in 2018 but certainly felt the effects over
the last 5 months. Frankston South reached a
new high in August 2018 with a median house
price of $841,000, however suffered a decline
of -9.0% over the past 5 months to end the
year with a median house price of $765,000.
Frankston South finished 2018 with a decline of
-4.8%.

From a technical perspective, Frankston South
is certainly moving closer into its longer-term
trend line channel. We believe the decline
should continue in the first half of 2019 to
potentially trade between the $700,000 –
$720,000 levels before consolidating.
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Mornington

By James Merchan

Director | Licensed Estate Agent | BBUS

PERIOD

MEDIAN

GROWTH

2018

$682,800

-8.8%

2017

$748,700

+11.6%

2016

$671,000

+9.3%

2015

$613,700

+13.2%

$542,300

+3.5%

Mornington
2014
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SINCE 2000
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Mornington is now trading within the long term trend line with consolidation to be expected shortly.
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Market Commentary

Trend Analysis

Whilst the Mornington market stagnated in
the first half of 2018; Mornington declined
significantly over the last 6 months in 2018.
Whilst Mornington slowly climbed to a high
in June 2018 with a median house price of
$763,700, Mornington since declined -10.6%
from June to now trade at $682,800. Mornington
ended 2018 at -8.8%.

From a technical perspective, Mornington is
one of the suburbs that is now trading within
the long-term trend line channel. Whilst there
may be further declines to the bottom end of
the range at the $620,000 – $640,000 levels in
the first part of 2019, we feel Mornington should
consolidate before any other suburb covered in
this report.
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Sell before you
Buy in 2019
And speak with your broker
before transacting.

By James Merchan – Director, Impact Realty Group
If you are thinking of buying and selling
in 2019, how important it is to have a
strategic plan put in place and ensure
you are surrounded by professionals
who can provide you accurate advice.

In some cases, we have heard situations where
people cannot even refinance to get a better
home loan rate because the tightening on lending
prohibits obtaining the exact loan amount currently
residing against the home.
In addition, as an insight, one of our buyers that had
attended multiple opens throughout 2018 had their
borrowing capacity reduced from $1,000,000 down
to $650,000 without any changes to their situation.
This is the impact of the changing landscape within
the banking industry. A revisit of their situation and
where they would like to move to is now required.

When appraising properties, many upcoming
vendors will ask the question whether you should
sell before your buy or should I/we buy before I/we
sell? This is a common question that we get asked.
As a general rule of thumb, our recommendation is
to sell before you buy especially now in this market.

Whilst everyone has a differing financial position, it
is important to determine your borrowing capacity
before you make the decision to sell. How we help
is by providing you with a realistic price on your
home of which you can then discuss and work with
your broker to ensure you have an appropriate plan
put in place prior to making any decision to sell.

In saying this, when the market was frenetic, the risk
was substantially mitigated when a client purchased
before placing their home on the market. There
was a great level of confidence that if the property
was well priced, a result would transpire quickly
avoiding any desperate situations and/or having to
potentially obtain bridging finance if in the event
their home would not sell.

So as an agent, whilst our role is to present, market
and negotiate your sale to maximise your price,
what you will receive is professional advice and
transparency before you make any decision to sell.

However right now, it is imperative to sell before you
buy unless you are in a very strong financial position.
With most households having a mortgage against
their home, irrespective of your position, it is wise
to revisit your borrowing capacity. The last thing you
want to do is to sell your home and then realise that
upon applying for a new loan, you simply cannot
obtain the loan due to the tightening of credit, the
vetting process on your spending habits and the
assessment loan rates at 7.25%.

If you need a hand as to where to get started,
whether that be preparation with maintenance, or
styling tips and tricks, alongside our advice, we have
quality professionals that are well equipped to assist
our clients through transacting real estate.
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Frankston

By James Merchan

Director | Licensed Estate Agent | BBUS

PERIOD

MEDIAN

GROWTH

2018

$553,000

-10.2%

2017

$616,000

+25.5%

2016

$491,000

+15.2%

2015

$426,300

+15.4%

$369,400

+7.6%

Frankston

2014

PERFORMANCE SINCE 2000
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Frankston is still trading 11.4% above its long term trend line of $490,000.
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Market Commentary

Trend Analysis

In our last report we stated that a pull-back
across the board was imminent and in particular,
Frankston, which had recorded extraordinary
growth rates from 2015 to 2017. Frankston
eventually peaked in March 2018 with a median
house price of $621,300 but has seen a dramatic
decline by -11.0% since March 2018 and is now
trading at a median house price of $553,000.

From a technical perspective, Frankston is fast
approaching the longer-term trend line channel. It
is still however trading 11.4% over the upper trend
line of $490,000 so we would expect this decline
to continue into the first half of 2019 before
consolidating.
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Mount Martha

By James Merchan

Director | Licensed Estate Agent | BBUS

PERIOD

MEDIAN

GROWTH

2018

$933,300

-0.6%

2017

$939,300

+10.5%

2016

$849,700

+16.5%

2015

$729,200

+10.1%

2014

$662,300

+0.8%

Mt Martha

PERFORMANCE SINCE 2000
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Mount Martha is still trading 7.8% above its long term trend line.
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Market Commentary

Trend Analysis

Mount Martha was one of the best performing
suburbs on the Mornington Peninsula in 2018.
Whilst many suburbs witnessed significant
declines, Mount Martha ended the year with
a decline of only -0.6%. In saying this, Mount
Martha reached a high in June 2018 with a
median house price of $983,000. However, since
June 2018, Mount Martha declined by -5.1%
and now is trading at a $933,300 median house
price.

From a technical perspective, Mount Martha is
still trading approximately 7.8% above its longterm trend line of $860,000. As such, we believe
that Mount Martha should pull-back to trade
within the $840,000 – $860,000 range within the
next 6 months before consolidating.
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Langwarrin

By James Merchan

Director | Licensed Estate Agent | BBUS

PERIOD

MEDIAN

GROWTH

2018

$612,000

+4.1%

2017

$588,000

+11.6%

2016

$527,000

+19.9%

2015

$440,000

+2.1%

$431,000

+11.1%

Langwarrin

2014

$700
PERFORMANCE
SINCE 2000
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Langwarrin is still trading 10.1% above its long term trend line of $550,000.
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Market Commentary

Trend Analysis

Langwarrin was the standout suburb covered
in this report and the only suburb to finish in
positive territory in 2018. Langwarrin increased
by +4.1% in 2018. Langwarrin did reach a new
high in April 2018 with a median house price of
$621,000 before slightly consolidating towards
the back-end of the year. Langwarrin only
suffered a -1.5% decline from its high in April
and is now trading at a median house price of
$612,000.

From a technical perspective, Langwarrin is
trading 10.1% above its upper term trend line of
$550,000. Whilst Langwarrin prices are holding
up well, we feel Langwarrin will consolidate in
the first half of 2019 back into the $550,000 –
$575,000 levels.
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Seaford

By James Merchan

Director | Licensed Estate Agent | BBUS

PERIOD

MEDIAN

GROWTH

2018

$685,000

-2.6%

2017

$703,000

+15.2%

2016

$610,000

+21.8%

2015

$501,000

+12.6%

2014
Seaford

$445,000

+4.5%

PERFORMANCE SINCE 2000
$700

Seaford is consolidating but still trading 12.4% above its long term trend line.
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Market Commentary

Trend Analysis

Seaford continued to climb early in 2018 after
an impressive 2016 and 2017 in real estate.
Seaford eventually reached a new high in March
2018 with a median house price of $728,000.
However, since reaching the high, Seaford has
declined by -6.4% with most of this decline
being suffered late in the year. Seaford is now
trading at a median house price of $685,000;
declining only -2.6% in 2018.

From a technical perspective, Seaford is still
trading well and truly above its upper term
trend line by 12.4%. We would expect Seaford
to continue to decline early in 2019 and at least
trade back into the $600,000 – $630,000 levels
before consolidating.
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Astute Investors
Will Now See
Opportunity!
By James Merchan – Director, Impact Realty Group
In real estate, many Australians
understand that property prices typically
double every 10 years, this is basically at a
compounding rate of 7% growth per year
over a 10-year period.

Additionally, our most recent down-turn occurred
following the affects from the GFC. In July 2010, the
Mount Eliza median house price was $793,300 and
declined significantly to $669,000 by August 2012,
a -15.6% decline in the market. Again, the media
reported the negative sentiment, Auction clearance
rates below 35%, no buyers in the marketplace and
all the doom and gloom. Again, does this sound
familiar?

However, most astute investors understand the
trend is not linear which would see exactly 7% returns
every single year. This is not the case, as even real
estate moves up and down in cycles but when you
assess the long-term trend line, historically we have
seen property prices increase and this is largely due
to strong population growth, strong employment
and infrastructure into our economy.

So even if you purchased at the high point in May
2004 and July 2010, your asset would be well and
truly in front irrespective of the immediate decline
following the purchase.
Now imagine if you purchased at the low point,
wouldn’t that be nice? No one can ever predict the
actual bottom of the market, nor can they pick the
actual top of the market. If you can, you would be
one wealthy individual! What we do know is that it is
the time in the market that is most important. With
the recent declines in our housing market through
2018, look out for the smart investor in 2019!

As you know we are in a changing landscape with
the banking commission and tightening of credit,
but the Government must have a healthy housing
market. Housing and construction contribute up to
10% of our employment from developers, builders
and the various tradespeople required to keep
construction going. Our economy is highly reliant
on housing and construction so any impact to this
will see the Government intervene and in 2019, this
will be no different.

Typically, most smart investors do exactly the
opposite as to what the herd mentality is doing.
They would be loving the negative media right now
as people become fearful. History has a tendency
to repeat itself and this will be no different. The
Government will intervene, lending again will flow
but before then, watch the smart investor acquire
the assets and build their wealth long term.

What we do know is that investors will now be
keeping a close eye on the market for opportunities
in 2019. Let’s take a look at Mount Eliza for example
with the last two down-turns in the marketplace.
From 2004-2006, the real estate market was
stagnated. The media reported that Auction
clearance rates were below 40% and how bad
the Sydney and Melbourne markets were. Sound
familiar? Well in May 2004, the Mount Eliza median
house price reached $519,000 and fell to $480,000
in May 2006, a decline of 7.5%.
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Changing your Psychology
from Negative to Positive
By James Merchan – Director, Impact Realty Group
When selling and buying real estate,
consumers would like to secure an
absolute premium price on the sale
of their home, whilst picking up an
absolute bargain when they purchase a
home. Who doesn’t want to achieve this
result right?

There is no better time to upsize in a softening
market. For example, in a strong market, if you
sold your home for $800,000 and purchased a
home for $1,200,000, a softening market has a
better ‘change affect effect’ for you. Now imagine
you sell for $740,000 (not great right, as you wanted
$800,000), but that $1,200,000 property you like is
now worth $1,080,000. Ok now we are talking!
This is a huge shift in psychology of feeling
negative through this process versus being
positive. Yes, whilst you compromised $60,000
on your sale of your home, you have just saved a
staggering $120,000. That is a $60,000 net benefit
to you or what we call the change over effect.

But the reality of this is far from the truth. Unless
you are Nostradamus and predicted the top of
the market and sold, rented and then again used
your Nostradamus ability to buy back into the
absolute bottom of the market then we would call
you a genius - but in reality, many are simply not.
This would be ideal though!

So, if you are transitioning and upgrading, what a
market to do this in. Yes, for those retirees looking
to downsize and retire into a smaller home or a
unit it would have been nice to sell at the peak.
However, most of our retiree clients have advised
of their good ‘ol days purchase prices of $30,000 –
$75,000 so we think they should be just fine.

So, it is time to change your mindset from feeling
like you have lost to you have gained? Yes, when
the market was extremely buoyant through 20152017, many agents confidently advertised record
price after record price but the realities were, this
was simply operating in strong market conditions
with strong market forces. Don’t get me wrong,
it was certainly nice to achieve record prices but
that is not the point, understanding the market
and its forces is important and be to be humble
in your approach.

So be positive, not negative in this market. If
you are making a move into a new home, make
it for the right reasons but just be sure to seek
honest and professional advice prior to making a
decision in this changing marketplace.

For those vendors who obtained these record
prices on their sale, well guess what – when they
purchased, I’m sure they paid record prices too!
No doubt they witnessed these ‘record price’
statements and ‘sold in 7-14 days on the market’
and the like. If it was an Auction process, multiple
bidders not only hitting reserve but sail well and
truly through any wild expectations. Well it is no
different when a market is softening. In fact, for
those looking to upgrade there is no better time!
So, if you are thinking of selling in a declining
market, whilst you may not achieve your dream
price and what it was worth 12 months ago, when
you do become a buyer, it is certain you will pay
well and truly below where the vendor would want
it to be too. We call this the ‘change over effect’.
13

#JDMTeam

James Merchan
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0404 470 212
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0434 114 280

Director | Licensed
Estate Agent | BBUS

Campaign Manager |
Property Consultant

Property Consultant
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Thinking of selling?

Our professionalism and customer
service cannot be matched.
Contact James on 0433 480 870 or Deb on
0439 037 614 to book your appointment.
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What Our Clients Say
We pride ourselves on our professionalism
and communication. Here are just a few recent
testimonials from our clients.

Vendor 1/22 Coonara Avenue, Mount Eliza

Vendor 2 Jamesbrad Court, Mount Eliza

As this was our first home and first time selling, James
and Deb made everything super easy and clear.
Their communication was excellent and knowledge
of our market was spot on. Any questions we had
were quickly and honestly responded to. We were
extremely happy with the marketing of our home
and over the moon with the result. We couldn’t
recommend James, Deb and their whole team
more highly.

James, Deb and Marie did a great job with the sale
of our home. Very honest and easy to deal with. We
would highly recommend them in Mount Eliza and
the Woodland Estate area.
Daniel and Pip
Vendor 11 Mason Street, Mount Eliza
An absolutely pleasure working with James and
Deb. Highly recommend! Thanks again guys 😊

Nathan and Jess

Jamie and Sein
Vendor 92 Moorooduc Highway, Frankston South
Buyer 78 Autumn Crescent, Mount Eliza

We found James and Deb to be very professional,
courteous, respectful and extremely helpful and
supportive from the beginning all the way through.
They were accommodating and always available
and reachable. We were very happy indeed with
their service and dedication. Thank you so much
James and Deb for making it a very pleasant
experience for us – much appreciated.

James and Deb are a very personable and
professional team. They constantly provide open
communication and are willing to go above and
beyond for their clients. We have been extremely
pleased with the outcome and would recommend
their services to anyone.
Jac and Darren

Laurie and Linda
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James Merchan
0433 480 870
Director | Licensed Estate Agent | BBUS

Providing you with beneficial insights
into today’s real estate market.
We hope you have enjoyed reading our
2018 Market Report and relevant articles.

If you require any further advice at this stage,
please contact myself on 0433 480 870
or Deb Merchan on 0439 037 614.
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Mount Eliza 2/70 Mountain View Road | Frankston 1/30 Foot Street
Phone (03) 9787 7308

impactrealtygroup.com.au

