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	The Prime Minister

The Hon Mr Kevin Rudd MP

PO Box 6022

Parliament House

Canberra ACT 2600


	[INSERT YOUR NAME AND ADDRESS]


[INSERT THE DATE]

Dear Mr Rudd
I am writing to express my concern about the affects of the housing affordability crisis on me, my family and on our Australian society.
Australian house prices are now over 6.6 times average earnings. In comparison to the USA, for example, where the ratio is 3.7 times, our house prices relative to wages are almost double. Many American commentators still consider their houses unaffordable. The recently released Demographia international housing affordability survey found that Australian homes are the most unaffordable in the world! This is an untenable situation in our proudly egalitarian society.
The reasons for our housing affordability crisis are multi-factorial. Blame for the current situation rests with many groups, and upper most are our elected representatives who have let down would-be first home buyers, principally younger Australians, by not responding promptly and effectively to the issues.
One of the greatest factors has been the ongoing taxation incentives for investors to purchase property which was expanded upon by the previous Howard government. This has priced first home buyers out of the market; an accepted fact amongst journalists and analysts. One only needed to read The Weekend Australian Financial Review, 8-9 March 2008, for three very clear statements on this point (see pages 21-22, 25-26, and 63).
I wish to express my gratitude that you have made the housing affordability crisis a high priority in your new government. You have created a Ministry of Housing and honoured, and in one case extended, your election promises on the supply side. The implementation of the First Home Savers Accounts (FHSAs) is imminent.

These initiatives represent a promising start by your government to address the crisis. However, there is much, much more that your federal government could do to assist first home buyers. 
The greatest assistance that the Rudd Labor government could give to young Australian working families wanting to buy their own home is to remove the biases in the system which provide investors with unfair advantages – effectively increasing their purchasing power – specifically the negative gearing and capital gains tax provisions, and the recently introduced changes to DIY superannuation allowing gearing into property.

As an interim measure, in the current climate of significant under supply of housing, and as a compromise to the investing public, these incentives should be restricted to newly constructed homes to produce a supply side response. This would also have the added advantage of encouraging long term investing in new housing rather than short term speculation in established housing.
The government is concerned about the inflation implications of addressing supply side constraints. It is critical that the federal government sees housing primarily as a social issue, above economic. Nonetheless, many analysts (e.g. from Westpac and CommSec) suggest that the deleterious affects on inflation of increased residential housing construction would be more than offset by the positive affects on inflation by slowing housing cost increases.
The economic case for policy targeting a significant increase in housing supply is compelling.

In conclusion, federal government policies to stimulate supply of residential housing are positive. However, the likely slow down in construction due to increasing interest rates may negate these policies, and the current undersupply of housing, of around 25-35,000 dwelling units annually, may not be improved. Moreover, whilst the FHSAs will result in a drop in demand initially, due to first home buyers being unable to access the funds for four years, there will be a very significant surge in demand from July 2012 when the first participants are able to access the funds. One would expect, with existing arrangements in place, that investors would eagerly position themselves to take advantage of this surge in demand by purchasing investment properties in the run up to this date.

If nothing is done to significantly reduce investor demand for existing residential property, and if no further policies to increase the supply of residential housing are forthcoming, I fear that your policies will do very little to assist first home affordability. Moreover, in such an event, the FHSAs have the potential to worsen affordability for many first home buyers, as did the Howard government’s First Home Owner’s Grant.
Your efforts to restore the “fair go” in housing affordability will be foremost in my assessment of your government’s first term in office. Thank you for your time and for your consideration.

Yours faithfully,

[YOUR NAME BELOW YOUR SIGNATURE]
