
The Reserve Bank of Australia 
released its research discussion 
paper Urban Structure and Housing 
Prices: Some Evidence from 
Australian Cities in September last 
year. The paper examines the effects 
of four factors on housing prices 
in a typical Australian city using a 
computerised model. This model 
examined the effects of transport 
costs, building height restrictions, 
planning process frictions and 
population growth on the structure 
and price of housing. 

The paper can be used by urban 
planners and government officials to 
determine appropriate development 
requirements and budget allocations. 
More importantly for the average 
Australian, the report can also be 
used by property investors to identify 
which suburbs are prime candidates 
for future financial returns. 

The RBA model first establishes a 
baseline city (see diagram below) 
which it can then modify to examine 
the effects of various factors on 
housing and land prices, structure 
and population density.

The results show that housing 
condenses into high rise buildings 
and is smaller in floor area when ”

“

POPULATION DOUBLES
One of the four test cases 
investigated involved the doubling 
of the population to effectively 
grow the city from a Brisbane 
size to one similar in population 
size to Sydney or Melbourne.

This saw a rise in the price of 
both houses and land, a required 
increase in building height to 
support the greater population 
and a corresponding decrease in 
individual home sizes. 

The most surprising outcome 
was that even though the 
population was doubled, the 
city radius only rose to 38km 
from the baseline of 35km  
– a 9% change.

test case

Population: 2 million (Brisbane) Population Density: No restriction
Building height: No restriction Transport Costs: Base Value

closer to the city. This is due to the 
increased value of the land and high 
transport costs. The baseline model 
resulted in a city with a radius of 
around 35km.

The various models examined in the 
full report allow urban planners to 
clearly identify the need to invest 
in transport options (both mass 
transport and roads), improving the 
quality of life for residents by making 
it feasible to live further from the 
city. It also showed that an easing of 
zoning restrictions can result in wide 
ranging benefits for a city, however 
these have often been seen to be 
resisted by Australian populations 
with a “not in my suburb attitude”. 
The model finally showed that as 
population increases, the effects 
of each of the other factors will 
be magnified. 

As an investor we can see from 
the highly controlled example that 
with high transport costs, growing 
populations and relatively restrictive 
development criteria, property located 
close to the city will remain a valuable 
investment. As always you should 
fully research your own personal 
situation before proceeding with 
any investment. 
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For a copy of the full  
report or further 
guidance, please give 
the office a call.


