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Dwelling Prices — September 2014

B RP Data-Rismark report that Australian dwelling prices rose by a small 0.1% over September. Annual growth eased to
9.3%.

B Dwelling prices growth has been strongest in Australia’s two largest capital cities, Sydney and Melbourne, over the past
year. Prices in Sydney rose by 0.8% in September while they fell by 0.8% in Melbourne.

B The RBA has become increasingly concerned around increased leverage on house price speculation.

B The RBA will welcome the cooling in house price growth over September. But strong house price appreciation in
Sydney on fervent investor demand remains cause for concern.

Australian dwelling prices took a breather in September after posting solid rises over the previous three months. The small
0.1% increase means that prices are now 18.8% above the May 2012 trough and exceed the previous peak in October
2010 by 10.0%. Annual growth has eased from a peak of 11.5% in April 2014.

Australia’s two largest cities, Sydney and Melbourne, have been driving the lift in national house prices. Dwelling prices in
Sydney rose by 0.8% in September while they fell by the same amount in Melbourne. Prices rises in Sydney have shown
no sign of slowing and are being fuelled largely by investor interest. In Melbourne, however, dwelling price momentum has
cooled largely in response to a lift in supply. The forward looking indicators suggest that a lift in supply is forthcoming in
Sydney.

Low interest rates and the expectation of future capital gains mean that investors in Australia are currently the major driver
of the property market. Lending to investors has risen substantially over the past year. One consequence is that rental
growth is likely to be weak as the proportion of dwellings available for lease lifts.

Policy makers have been showing increasing signs of concern at the investor driven property price surge. Last week, the
RBA published its semi-annual Financial Stability Review (FSR) which echoed concerns in the September Board minutes
around increased leverage on house price speculation. The Bank has revealed it is in discussion with APRA and others
about what steps “might be taken to reinforce sound lending practices”. The debate about macroprudential policy has
taken off as a result.

The RBA will front the Senate’s economics committee tomorrow for a special hearing on Thursday to explain the risks
associated with the housing boom and the potential for macroprudential policy to be introduced. We will be watching that
space closely.

From a rates perspective, the rhetoric from the RBA around house prices has taken any further cuts right off the table and
together with other factors will ultimately put rate hikes onto the agenda.

Table 1: RP Data-Rismark Dwelling* Prices, September 2014

mthly%ch qtrly %ch annual %ch Median Dwelling Price ($000s)
Sydney 0.8 41 14.4 655
Melbourne -0.8 3.7 8.1 535
Brisbane 0.7 0.6 6.4 440
Adelaide 0.9 3.1 5.8 390
Perth -0.4 -0.6 3.2 515
Hobart -0.3 -1.0 4.6 300
Darwin -1.0 1.4 71 545
Canberra -0.4 1.4 1.7 500
Australia 8 capital city aggregate 0.1 29 9.3 530
Rest of State (non-capitals)** 0.0 -0.6 3.3 345

*All dwellings, median price.**Values are for houses only up to August
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Dwelling prices took a breather over September and annual Dwelling prices have surged in Sydney and are up 28.2% on
growth eased. their May 2012 trough.
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market ....... Lending standards remain prudent overall.
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note that the product discussed in the report may be sophisticated financial products which involve dealing in derivatives. Unless you are familiar with products of this
type, this product may not be suitable for you. The Bank will enter into transactions on the understanding that the customer has: made his/her own independent decision
to enter into the transaction; determined that the transaction is appropriate; ensured he/she has the knowledge to evaluate and capacity to accept the terms, conditions
and risks; and is not relying on any communication from Commonwealth Bank as advice.

In the UK and Europe: This report is made available in the UK and Europe only for persons who are Eligible Counterparties or Professional Clients, and not Retail
Clients as defined by Financial Conduct Authority rules. The Commonwealth Bank of Australia and CBA Europe Ltd are both registered in England (No. BR250 and
05687023 respectively).

Commonwealth Bank of Australia: Authorised and regulated by the Australian Prudential Regulation Authority. Authorised by the Prudential Regulation
Authority.Subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation
by the Prudential Regulation Authority are available from us on request.

CBA Europe Ltd: Authorised and regulated by the Financial Conduct Authority.

In Singapore: The information in this report is made available only for persons who are Accredited Investors or Expert Investor in terms of the Singapore Securities and
Futures Act. It has not been prepared for, and must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor or Expert Investor. If you
are an Accredited Investor or Expert Investor as defined in Regulation 2(1) of the Financial Advisers Regulations ("FAR"), the Bank is obliged to disclose to you that in
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provisions of sections 25 (Obligation to disclose product information to clients), 27 (Recommendations by licensees) and 36 (Disclosure of interests in securities)
respectively, of the Financial Advisers Act ("FAA").

In Japan: This document is made available only for institutional customers. Commonwealth Bank of Australia, Tokyo Branch is a licensed banking business authorized
by Japan Financial Services Agency.
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or subscribe, for the issue of, or purchase, securities unless the recipient is a person to whom an offer of securities may be made in Hong Kong without the need for a
prospectus under section 2 and the Seventeenth Schedule of the Companies Ordinance (Cap. 32 of the Laws of Hong Kong) (“Companies Ordinance”) pursuant to the
exemptions for offers in respect of which the minimum consideration payable by any person is not less than HK$500,000 or its equivalent in another currency. Neither
this document nor any part of it is, and under no circumstances are they to be construed as, a prospectus (as defined in the Companies Ordinance) or an advertisement
of securities in Hong Kong. The products have not been, nor will they be, qualified for sale to the public under applicable Hong Kong securities laws except on a basis
that is exempt from the prospectus requirements of those securities laws.
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