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The Reserve Bank of Australia has lifted the official cash rate to 4.1%, a move widely anticipated by 
economists and markets in the lead-up to the decision. While interest rate increases often trigger 
headlines about housing downturns, the reality for property investors in Australia is more 
nuanced. Several structural forces continue to support the property market, particularly the 
investment segment — meaning the latest rate rise is unlikely to disrupt the broader long-term 
outlook.   

 

Investor takeaways  

• RBA lifts the official cash rate to 4.1%: The latest rate rise is unlikely to affect the property 
market, considering the strong structural forces supporting the industry.  

• Migration that led demand: Australia’s population passed 27.5 million in 2025. With net 
overseas migration accounting for 76% of growth (over 340,000 arrivals in 2024), the 
immediate pressure on the rental market remains.  

• Critical supply and tight vacancy rates: A housing shortfall of over 170,000 dwellings has 
accumulated since 2022 and has contributed to the 1.1% national vacancy rate, providing a 
strong floor for rental yields and demand that continues to outstrip supply.  

• Historical resilience: The Australian property market has a proven track record of recovering 
from interest rate tightening cycles, the Global Financial Crisis, and the 1990s recession, 
highlighting its long-term upward trajectory.  

• Investor vs. Owner-Occupier logic: Unlike “emotional” retail buyers, investors are focusing 
on cold, hard data: infrastructure, population growth, and supply shortages. This mindset often 
allows investors to find opportunities while others wait on the sidelines.  

Migration continues to drive housing demand   

One of the most powerful forces underpinning Australia’s property market is population growth. 
According to the Australian Government – 2025 Population Statement, Australia’s population already 
passed 27.5 million in 2025, and it’s expected to reach about 31.5 million by 2035–2036 
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Recent data shows that, migration has become one of the key drivers of Australia’s population 
growth. The country has experienced strong net overseas migration for several consecutive years, 
with more than 340,000 people arriving in 2024 alone. According to national data, migration 
accounted for around 76% of the country’s population growth.  
Every new arrival needs a place to live, and in most cases, that means entering the rental market 
first. 

 

Housing supply remains critically tight  

While population growth continues to accelerate, the supply of new housing has struggled to keep 
up. Research indicates Australia has accumulated a housing shortfall of more than 170,000 
dwellings since 2022, largely due to construction constraints, planning bottlenecks and rising 
building costs.         

 



This imbalance between supply and demand is reflected in the rental market.  
 
According to the latest data from SQM research, the national vacancy rate has tightened to 1.1%, far 
below the 3% level, typically considered a balanced market.  

 

In simple terms, there are far more people looking for homes than there are homes available. When 
supply remains constrained, property prices and rents tend to be supported — even in periods where 
interest rates are higher.  

A market that has proven remarkably resilient  

Australia’s housing market has repeatedly demonstrated resilience across economic cycles.  

Over the past three decades, the market has navigated:  

• Multiple interest rates tightening cycles  
• The early-1990s recession  
• The Global Financial Crisis  
• The pandemic-era economic shock  

Yet through these events, residential property has consistently recovered and continued its long-term 
upward trajectory. This resilience is largely tied to structural factors unique to Australia, including 
strong population growth, urban concentration, and historically limited housing supply.  

 

 



Investors and home buyers play different games  

Another factor often overlooked is the difference between investor behaviour and owner-
occupier behaviour.  
 
Retail home buyers frequently make purchasing decisions based on lifestyle and emotion — the 
desire for a particular home, suburb or school zone.  
 
Property investors, by contrast, tend to make decisions based on numbers and long-term 
fundamentals:  

• rental demand  
• population growth  
• infrastructure investment  
• supply shortages  
• long-term capital growth potential 

Because of this, investors are often less sensitive to short-term market sentiment than owner-
occupiers.  
 
In many cases, periods of uncertainty create opportunity for investors, as reduced competition from 
emotional buyers can improve negotiating power.  

What’s the bigger picture?  

While higher interest rates can influence borrowing capacity and sentiment in the short term, they are 
only one piece of the property’s market puzzle.  
 
Population growth, housing supply constraints and strong rental demand continue to shape the 
underlying dynamics of the Australian housing market. For property investors focused on long-term 
fundamentals, the latest rate rise is unlikely to change the core equation: a growing population 
competing for a limited housing supply.  
 
And in markets where demand consistently outpaces supply, property has historically found a way to 
remain resilient.  


