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Australia’s rental market is experiencing heightened pressure following a significant
rebound in immigration, with more than 245,000 net arrivals recorded in the first five months
of 2025. The surge in population growth has intensified competition for rental properties,
contributing to a decrease in vacancy rates and prompting renewed interest from property
investors.

Australia’s Rental Market Tightens Amid
Immigration Surge
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Data from CoreLogic and other property analysts indicate that national rental vacancy rates
fell from 1.3% in July 2024 to 1.2% in July 2025, reflecting tighter conditions across major
cities, including Sydney, Melbourne, and Brisbane. Analysts note that low vacancy rates can
accelerate rental growth and increase competition among prospective tenants, particularly
in urban areas with limited housing stock.

The increased demand has encouraged property investors to re-enter the market. Rising
rental returns, coupled with improved yields, are making residential property a more
attractive investment option. National dwelling values have grown by approximately 5% in
2025 and are projected to increase by an additional 5–6% in 2026, according to property
market forecasts.

Despite strong demand, some experts caution that regulatory measures may restrict
housing access for certain buyers. The Australian Prudential Regulation Authority’s (APRA)
3% mortgage servicing buffer, implemented to ensure borrowers can handle potential
interest rate rises, may limit borrowing capacity for lower-income households seeking to
purchase property. “While investor activity is increasing, affordability remains a challenge for
first-time buyers,” said property economist Claire Thompson.

The immigration-driven demand for rental accommodation is particularly evident in
metropolitan areas, where rental affordability pressures are already significant. Analysts
expect that without additional housing supply, rental prices are likely to continue rising,
impacting tenants across all income levels.

Government initiatives and state-level policies aimed at boosting housing supply, including
incentives for new residential development, are seen as critical in easing market pressures.
Urban planners and housing experts emphasize the importance of balancing population
growth with the provision of sufficient housing stock to maintain affordability and rental
stability.

Some real estate professionals highlight that while investors are benefiting from higher
rental yields, tenants face increased financial strain. Reports suggest that families and
young professionals are competing for limited rental properties, often resulting in multiple
offers on a single listing and shorter lease terms.

The rental market trends underscore the broader challenges of housing in Australia as
population growth rebounds following pandemic-era restrictions. Policymakers, housing



authorities, and property developers are expected to collaborate on strategies to expand
supply, including high-density developments, regional housing incentives, and streamlined
approvals for construction projects.

As Australia navigates rising immigration and rental demand, the balance between
investment opportunities, housing affordability, and equitable access to accommodation
remains a key focus for government agencies, industry stakeholders, and community
advocates.

Experts advise potential tenants and buyers to monitor market trends closely, explore
government support programs, and consider flexible housing options to navigate the
increasingly competitive rental landscape.


