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Abstract: Property investment is an increasingly popular investment activity 
in Australia, yet it attracts criticism in contemporary debates on housing 
affordability, inequality and precarity generally. As more Australians invest in 
real property, and as issues involving property investment become intractable, 
this activity becomes increasingly axiomatic and unquestioned. The extent 
to which property investment has been encouraged by federal governments 
and the perceptions of investor-landlords towards their investments must 
be historicised. Through an analysis of federal government policies affecting 
property investment between 1978 and 1991—such as money supply, financial 
deregulation and taxation reform—this essay argues that while the government 
influenced property investment, it seldom directly encouraged or discouraged 
it. Moreover, through an exploration of investor-landlord reactions to these 
policies, this essay finds common attitudes among this class of investor: a sense 
of victimhood in the face of government regulation; a sense of entitlement 
towards profitability; and a firm belief that their investment activities should 
remain unquestioned, unchallenged and unaffected by broader government 
policies. Ultimately, the seeds of the current policy inertia concerning property 
investment were sown during this period.

Australia is a property-loving nation. While Australians have always been 
enamoured of the ideal of home ownership, we are becoming a nation of 
investor-landlords, increasingly acquiring real property in addition to our 
principal place of residence. In the 2018–19 financial year, 2,227,174 
Australians had a direct investment in real property, up from 1.3 million 
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in 1998–99.1 Today, our print and televised media are inundated with 
property-based entertainment and advertising that are aimed at both 
sophisticated and entry-level investors. Yet the activity of property 
investment is rarely justified by investors themselves, and the relationship 
between landlords’ sense of prosperity and their investment properties is 
often unquestioned.

As property investment becomes an increasingly important part of the 
nation’s economy and psyche, the historical changes giving rise to these 
circumstances warrant explanation. This essay’s primary concern relates to 
how property investment came to be so common. It asks: to what extent 
and in what ways did governments encourage property investment? Yet 
assessing the extent and form of government intervention addresses only 
half the story of Australian property investment. If government policies 
are to be analysed, how those policies were perceived and acted upon 
by a class of investor who was often not the target of those policies also 
requires explanation. A subsequent question must therefore be posed: 
what was the relationship between investor-landlords’ investment 
properties and their sense of prosperity? Although the link between 
property investment and Australian landlords’ sense of prosperity initially 
appears straightforward—investors seek income and/or capital gains from 
their assets—this relationship is more complicated. This latter question is 
equally important for ascertaining the extent to which landlord reactions 
influenced government policies affecting property investment.

For several reasons, this essay focuses on the period 1978–91, spanning 
the latter part of the Fraser government and the entirety of the Hawke 
government. The 1980s was a period of significant financial reform in 
Australia and profoundly affected property investment.2 Characterised by 
rising real incomes and real estate prices, this period ended in the 1991 
recession. This period was also important as it coincided with the rise of 
neoliberalism. The hallmarks of this economic framework—deregulation, 
privatisation, a new emphasis on the contractual marketplace relation and 
the withdrawal of the state from areas of social security—distinguished the 

1  Australian Taxation Office, ‘Taxation Statistics 2018–19’, see: ‘Table 8: Individuals – Interest 
in a Rental Property, by Overall Net Rent Income, 2017–18 to 2018–19 Income Year’, accessed 
18 February 2022, www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Taxation-statistics/
Taxation-statistics-2018-19/?anchor=Individualsstatistics#Table8Individuals.
2  Andrew Beer, ‘Housing Investment and the Private Rental Sector in Australia’, Urban Studies 36, 
no. 2 (1999): 260, doi.org/10.1080/0042098993592.

http://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Taxation-statistics/Taxation-statistics-2018-19/?anchor=Individualsstatistics#Table8Individuals
http://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Taxation-statistics/Taxation-statistics-2018-19/?anchor=Individualsstatistics#Table8Individuals
http://doi.org/10.1080/0042098993592
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Australian economy of the 1980s from the immediate postwar economy.3 
As will be shown, these features of neoliberalism were equally present 
in the story of Australian property investment in the 1980s. In fact, 
as argued by David Harvey, the years 1978–80 will be looked upon as a 
turning point in the world’s social and economic history.4

The popularity of property investment and the axiomatic acceptance 
of investor-landlordism are important issues whose roots must be 
uncovered. Scholars have historicised the rise and fall of both owner-
occupied housing and public housing from the postwar period, through 
the advent of neoliberalism, to today, but these analyses have tended 
to obscure the dynamics of investor-landlordism.5 More contemporary 
scholarship on housing policy has worked to some degree to address this 
gap. Renata Ribeiro Ferreira has tracked the rise of an exclusionary model 
of home ownership in Australia at the expense of an inclusionary model.6 
Whereas the former treats the home as a means for capital accumulation 
to self-fund retirement, rather than as a secure place to live, the latter 
prioritises the social security and use value of home ownership. Moreover, 
Rowan Arundel and Richard Ronald argue that, in practice, marketised 
home ownership models contradict the embedded ideologies of home 
ownership.7 Ray Forrest and Yosuke Hirayama concur, adding that the 
commodification of housing has undermined home ownership.8 Yet, 
though these studies identify the detrimental impact of neoliberal policy 
on home ownership, they do not evaluate the extent to which exclusionary 
ownership models were encouraged by governments, and how they were 
received by investor-landlords. They also focus on the owner-occupation 
side of the story, without delving as deeply into investor-landlordism. This 

3  David Harvey, A Brief History of Neoliberalism (Oxford: Oxford University Press, 2005), 3.
4  Ibid., 1.
5  Greg Whitwell, Making the Market: The Rise of Consumer Society (Melbourne: McPhee Gribble 
Publishers, 1989), 38–46; Patrick Troy, Accommodating Australians: Commonwealth Government 
Involvement in Housing (Sydney: Federation Press, 2012); Michael Keating, ‘The Evolution of Australian 
Macroeconomic Strategy since World War 2’, in The Cambridge Economic History of Australia, ed. Simon 
Ville and Glenn Withers (Melbourne: Cambridge University Press, 2015), 448–51.
6  Renata Ribeiro Ferreira, ‘Stepping Stone to an Exclusionary Model of Home Ownership in 
Australia’, Journal of Australian Political Economy 77, no. 1 (Winter 2016): 79–109.
7  Rowan Arundel and Richard Ronald, ‘The False Promise of Homeownership: Homeowners 
Societies in an Era of Declining Access and Rising Inequality’, Urban Studies 58, no. 6 (2021): 1120–40, 
doi.org/10.1177/0042098019895227.
8  Ray Forrest and Yosuke Hirayama, ‘The Financialisation of the Social Project: Embedded 
Liberalism, Neoliberalism and Home Ownership’, Urban Studies 52, no. 2 (2015): 233–44, doi.org/ 
10.1177/0042098014528394.

http://doi.org/10.1177/0042098019895227
http://doi.org/10.1177/0042098014528394
http://doi.org/10.1177/0042098014528394
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essay seeks to enhance existing discussions regarding models of property 
ownership by emphasising the extent to which such commodified, 
exclusionary models were encouraged by government policy.

The perceptions of and reactions to government policy regarding 
private rental housing investment by investor-landlords themselves have 
also been addressed to varying degrees by scholars. Nicole Cook and 
Kristian Ruming have explored contemporary motivations of owner-
occupiers as property investors, revealing that home owner investors 
are inclined to influence urban development through local politics and 
planning.9 Conversely, Gavin A. Wood and Rachel Ong have identified 
how government fiscal and monetary policy settings shape rental 
housing investment decisions, and how tax expenditures can encourage 
investment in private rental housing.10 Hazel Blunden has demonstrated 
that tax expenditure favouring private rental housing investment is still 
a heated subject in investor-landlord circles, the discourse of which has 
contributed to the current policy inertia surrounding negative gearing.11 
This essay aims to historicise such investor-landlord perceptions that are 
explored in contemporary social research.

The advent of neoliberalism, and specifically ‘asset-based welfare’, 
has influenced the histories of housing in Australia as well. Andrew 
Beer, Bridget Kearins and Hans Pieters have tracked the influence of 
neoliberalism on housing policy in Australia with a focus on housing 
affordability, housing stress and governance by states in an era of increased 
government withdrawal from housing provision.12 They argue that the 
neoliberal philosophies of government directed to the urban planning 
system are insufficient to adequately improve housing affordability.13 
Further, Judith Yates and Bruce Bradbury argue that owner-occupation 
can be considered a form of asset-based welfare; they classify owner-
occupation of private housing as an additional pillar of the retirement 
income system designed to supplement the age pension, superannuation 

9  Nicole Cook and Kristian Ruming, ‘The Financialisation of Housing and the Rise of the 
Investor-Activist’, Urban Studies 58, no. 10 (2021): 2023–39, doi.org/10.1177/0042098020931320.
10  Gavin A. Wood and Rachel Ong, ‘When and Why Do Landlords Retain Property Investments?’, 
Urban Studies 50, no. 16 (December 2013): 3243–61, doi.org/10.1177/0042098013484544.
11  Hazel Blunden, ‘Discourses around Negative Gearing of Investment Properties in Australia’, 
Housing Studies 31, no. 3 (2016): 340–57, doi.org/10.1080/02673037.2015.1080820.
12  Andrew Beer, Bridget Kearins and Hans Pieters, ‘Housing Affordability and Planning in 
Australia: The Challenge of Policy Under Neo-Liberalism’, Housing Studies 22, no. 1 (2007): 11–24, 
doi.org/10.1080/02673030601024572.
13  Ibid., 11.

http://doi.org/10.1177/0042098020931320
http://doi.org/10.1177/0042098013484544
http://doi.org/10.1080/02673037.2015.1080820
http://doi.org/10.1080/02673030601024572
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and voluntary savings.14 Kath Hulse, Margaret Reynolds and Chris Martin 
show how the politico-cultural language of ‘Mum and Dad investors’ is 
used to justify maintaining policy settings that benefit older, wealthier 
investor-landlords.15

Most of these accounts focus on owner-occupiers at the expense of more 
direct assessments of the impact of policy on investor-landlords. Where 
the focus is on investor-landlords, such as in Hulse, Reynolds and Martin, 
the language describing investor-landlords and their investments comes 
from government, rather than from the investors themselves. As such, this 
essay seeks to plug gaps in the existing literature to assess the history of 
property investment in Australia from a more explicitly investor-oriented 
perspective. As this topic is at the confluence of many important historical 
developments—global macroeconomic changes, the housing and financial 
policies of successive governments, the impact and influence of landlord 
perceptions, and investment priorities—this essay will sort policy from 
policy outcome, landlord rhetoric from landlord action.

In Parts I and II, the economic and housing policies of the Fraser 
government (1975–83) will be explained. Policy questions relating to 
inflation and public housing will be discussed. In Parts III, IV and V, 
the liberalisation and deregulation of the economy under the Hawke 
government (1983–91) will be explored, as well as the introduction of the 
capital gains tax (CGT) and the abolition and reintroduction of negative 
gearing. Part VI summarises the diverse motivations of investor-landlords. 
Landlord reactions to these various government policies as discerned from 
surveys, industry publications from leading property bodies and leading 
investment publications, such as the Australian Property Investor and Real 
Estate Review, will be discussed throughout. Few contemporary sources of 
investor-landlord attitudes are available, and fewer convey those attitudes 
in as much depth as the sources used in this essay. These are appropriate 
sources of investor-landlord perceptions and reactions as these industry 
bodies influentially lobbied for government policy change on behalf of 

14  Judith Yates and Bruce Bradbury, ‘Home Ownership as a (Crumbling) Fourth Pillar of Social 
Insurance in Australia’, Journal of Housing and the Built Environment 25, no. 1 (2010): 193–211, 
doi.org/ 10.1007/s10901-010-9187-4.
15  Kath Hulse, Margaret Reynolds and Chris Martin, ‘The Everyman Archetype: Discursive 
Reframing of Private Landlords in the Financialization of Rental Housing’, Housing Studies 35, no. 6 
(2020): 981–1003, doi.org/10.1080/02673037.2019.1644297.

http://doi.org/10.1007/s10901-010-9187-4
http://doi.org/10.1080/02673037.2019.1644297
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property owners and investors.16 Contemporary surveys of landlords also 
convey landlord attitudes and offer a more quantitative approach to the 
issues raised than do the industry publications.

This article will argue that while the policies of successive governments 
during this period affected property investment, governments seldom 
directly encouraged or discouraged it. The popularity of property 
investment today can be explained, perhaps contradictorily at first, by 
government policies that treated property investment as an afterthought. 
The reactions of those whose livelihoods relied on property investment 
reveal how property investment has today become widespread and 
difficult to challenge. Despite different categories of landlords conceiving 
of their investments in different ways, common attitudes unified them: 
a sense of victimhood in the face of government regulation; a sense of 
entitlement towards profitability; and a firm belief that their investment 
activities should remain unquestioned, unchallenged and unaffected by 
broader government policies.

Part I: Recession and Inflation: Property 
Investment As an Afterthought
The Australian economy faltered during the Fraser government’s tenure. 
‘Stagflation’, a phenomenon of high inflation, high unemployment and 
low economic growth, hampered economic activity. Worldwide fiscal 
and commodity crises during the 1970s culminated in a ‘crisis of capital 
accumulation’ affecting most advanced capitalist nations.17 During this 
period, the federal government’s priority was reducing spending and 
inflation by maintaining a strict control over the rate of growth of the 
money supply.18 Spending allocations to the states were restricted and 
interest rates were capped at around 9–10 per cent.19 Property investment 
was not a priority of the Fraser government.20

16  Hulse et al., ‘The Australian Private Rental Sector: Changes and Challenges’ (AHURI Positioning 
Paper no. 149, Australian Housing and Urban Research Institute, Melbourne, July 2012): 18.
17  Harvey, A Brief History of Neoliberalism, 14–15.
18  Ian Huntley, Australian Property Investor 59, no. 1 (June 1978): 3.
19  Parliament of Australia, ‘Home Loan Interest Rates and Repayments’, November 2007, accessed 
11 February 2022, www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_
Library/pubs/BN/0708/HomeLoanInterestRates.
20  Ferreira, ‘Stepping Stone to an Exclusionary Model’, 87.

http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/pubs/BN/0708/HomeLoanInterestRates
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/pubs/BN/0708/HomeLoanInterestRates
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Sluggish economic activity and the lack of credit were the main influences 
on property investment during this period. Landlords craved certainty but 
the availability of credit was erratic. In June 1978, the Australian Property 
Investor commented on the lack of credit for owner-occupiers but praised 
the comparative amount for large-scale investors.21 For property investors, 
the government’s decisions in April 1978 to ease lending conditions on 
banks, and in August 1978 to decrease the liquid asset requirement for 
savings banks from 45 per cent to 40 per cent of total deposits, were 
welcomed, as lending hit a new peak of $605.7 million in November that 
year.22 Yet such zealous lending was short lived, as landlords commented 
in February 1980 that ‘the housing sector is bedevilled at present by a 
lack of finance from the banking sector’.23 The nature of housing finance 
during this short period soon became lethargic as recession loomed. 
Investor-landlord publications claimed in February 1981 that:

High interest rates and the lack of availability of finance are 
combining to put a squeeze on the housing sector and the 
capital accretion seen throughout 1979 and most of 1980 slowed 
considerably towards the end of last year.24

Despite temporary sugar hits to financial markets, the Australian Property 
Investor was broadly critical of the Fraser government’s lack of policies 
concerning property investment. The looming recession was ‘a fitting 
climax to an uncertain age faced with puny politicians, frightened 
consumers, and industrialists who have lost the spirit of enterprise’.25 
The government was criticised for its ‘orthodoxy and conservatism’ 
regarding economic policy and for lacking imagination that would ‘put 
Australia ahead of the pack’.26 A quotation from a ‘highly professional 
real estate investor’ in March 1982 summed up contemporary investor-
landlord attitudes: ‘It’s liquidity, the lack of it, that kills the property 
investor—not the property!’27 Clearly, investor-landlords considered 
government interventions unenterprising, unsustainable, too short term 
and insufficient to meet their most basic needs.

21  Huntley, Australian Property Investor 59, no. 1 (June 1978): 3.
22  Huntley, Australian Property Investor 66, no. 1 (February 1979): 3.
23  Huntley, Australian Property Investor 77, no. 1 (February 1980): 6.
24  Huntley, Australian Property Investor 88, no. 1 (February 1981): 3.
25  Huntley, Australian Property Investor 55, no. 1 (February 1978): 17.
26  Ibid., 23.
27  Huntley, Australian Property Investor 100, no. 1 (March 1982): 3.
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Despite recognising the parlous state of the economy, investor-landlords 
nevertheless expected high returns on their investments. In March 1978, 
the Australian Property Investor spruiked high rates of return on property 
investments: 9.5–12 per cent on industrial and commercial properties, and 
8.5–11 per cent on residential investments.28 In March 1982, landlords 
bemoaned the forecast that interest rates would surpass 8 per cent, 
affecting their return on investment: ‘interest rates are moving up quickly 
… Implications for mortgage rates are obvious’.29 While ‘professional 
real estate investors’ were becoming ‘extremely nervous’ at the costs of 
borrowing, the Australian Property Investor confidently spruiked that 
‘those with good cash flows and high liquidity will be able to buy real 
plums during the course of 1982’.30 Notwithstanding federal budgetary 
pressures, the high demand for credit coupled with low availability 
and high inflation, which together depressed the Australian property 
market, meant ‘bargain property buying’ was expected to emerge for the 
remainder of 1982.31 An important aspect of the eventual popularity 
of property investment is clear from this example: profitable returns on 
investments in property were anticipated regardless of the worst recession 
since World War II.32

This lofty expectation has numerous explanations. In a survey of 
Melbourne  landlords in 1978, 37 per cent classified themselves as 
‘self-employed’ as opposed to 6.6 per cent as ‘investors’. Conceiving of 
rents like a quasi-wage divorced landlords from the reality that their 
investments were not guaranteed to rise in the same way wages were at the 
time. Further, landlords considered their properties to be safe, long-term 
investments, as the majority of landlords were firmly committed to 
long-term rental income rather than accrued capital gains. Given that the 
property industry was so dependent on confidence in the sector, it was no 
wonder that existing landlords spruiked the high returns on investment, 
even in poor economic conditions. Safe, long-term investments would 
be at risk if landlords or their industry publications were to cast doubt 
on the viability of property investment. Additionally, investors with 
rental properties held a relatively high proportion of their total assets in 

28  Huntley, Australian Property Investor 56, no. 1 (March 1978): 19.
29  Huntley, Australian Property Investor 100, no. 1 (March 1982): 8.
30  Ibid., 3.
31  Huntley, Australian Property Investor 101, no. 1 (April 1982): 9–10, 25.
32  Keating, ‘The Evolution of Australian Macroeconomic Strategy’, 448.
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property, and few were actively engaged in buying and selling.33 But an 
even simpler reason for the expectation of a high rate of return is possible: 
landlords simply could not accept losses on their investments, or, as will 
be explained in Parts V and VI, could ill-afford such losses.

Part II: The 1978 Commonwealth–State 
Housing Agreement
An analysis of private investor-landlordism would be incomplete without 
an assessment of the public housing system. To date, the histories of the 
private and public housing systems have only been analysed in isolation 
and from an owner-occupier perspective.34 Exploring the interaction 
between government public housing policy and private investor-landlord 
reaction unveils surprising and seemingly contradictory landlord 
motivations. This interaction is a missing element in the story of Australian 
property investment.

Commonwealth and state housing agreements governed public housing 
policies. These agreements had been struck between the Commonwealth 
and the states since the end of WWII. Typically, the Commonwealth 
would advance low-interest loans to the states who would then build and 
maintain the public housing system.35 The 1978 Commonwealth–State 
Housing Agreement (CSHA) was different. This agreement exemplified 
some of the most influential pillars of the Fraser government’s political 
and economic agenda. On the one hand, the 1978 CSHA embodied the 
spirit of ‘New Federalism’ in which states were given greater administrative 
autonomy for their respective public housing schemes. On the other, 
it was designed to reduce pressure on the federal budget. The states found 
they had been given a poisoned chalice: although given more autonomy, 
they had fewer resources with which to operate.36

The goal of the Commonwealth’s housing policy was neither to encourage 
property investment nor increase public housing, but to facilitate home 
ownership. In fact, the 1978 CSHA provided loans to help public housing 

33  Judith Yates, Landlords and Rental Property in Melbourne: A Report Based on a 1978 Survey 
(Melbourne: Australian Housing Research Council, 1982), 38, 58, 90.
34  See: Whitwell, Making the Market; Troy, Accommodating Australians.
35  Whitwell, Making the Market, 41.
36  Troy, Accommodating Australians, 181–82.
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tenants buy their own homes. Public housing tenants were also subjected 
to income testing and many were forced into the private market.37 Fearing 
the idea of ‘wealthy public housing tenants’ taking advantage of the public 
purse, the Commonwealth adopted a policy of market rents for public 
housing tenants, rather than the subsidised rents of previous CSHAs.38 
As a result, many were unable to reliably pay market rents or access the 
Commonwealth’s desired social mobility through home ownership.39 
Poor tenants were stripped of an affordable alternative to the private rental 
market. The 1978 CSHA can therefore be situated within the advent of 
neoliberalism. The shift to a market-based method of housing supply 
was at least partially justified through the ‘bogeyman’ of the undeserving 
public housing tenant.

Landlords were unsupportive of these changes to public housing policy. 
While greater demand for private rental accommodation would appear 
beneficial for landlords, this demand came from renters who were unable 
to meet the financial obligations of the private rental market. In this 
instance, increased demand for private rental housing did not translate into 
increased profits for landlords. In 1981, the Property Owners’ Association 
of New South Wales published an article asking the treasurer John 
Howard for CSHA figures from the previous 10 years.40 The association 
became increasingly concerned that landlords were losing income due 
to poorer tenants being unable to meet their private rental obligations. 
Landlords felt burdened with the states’ increased responsibility for 
housing low-income households. The association blamed the states and 
the states blamed the Commonwealth. In reply, Howard provided figures 
showing an increase in grants and loans to the states every year for the 
previous 10 years, and especially large increases the previous five years. 
He evoked the government’s ‘New Federalism’ policy by stating that the 
states were responsible for determining housing priorities and claiming 
that the Commonwealth provided a greater proportion of housing funds 
by way of non-repayable grants rather than loans.41 In fact, the landlords 
accurately identified the link between reduced Commonwealth housing 
funding and the increase of low-income tenants on the private market. 

37  Ibid., 182.
38  Chris Paris, Bob Stimson and Peter Williams, Public Housing and Market Rents in South Australia 
(Canberra: Australian Housing Research Council, 1984), 13; Troy, Accommodating Australians, 183.
39  Troy, Accommodating Australians, 183.
40  Property Owners’ Association of NSW, Real Estate Review: Journal for Property Owners & Investors 
31, no. 6 (March/April 1981): 37.
41  Ibid., 37–39.
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The ‘grants’ mentioned by Howard were actually interest-bearing loans 
repayable by the states.42 In this respect, the 1978 CSHA demonstrates 
another aspect of the advent of neoliberalism. Low-income tenants being 
housed by landlords exemplified the broader trend of the private sector 
increasingly bearing responsibilities previously considered as belonging to 
the public sector.43

At first glance, landlords appeared to be champions of the welfare state: 
‘It is grossly unfair that any individual should be penalised by having 
to provide housing that should be provided by welfare services.’44 But 
they were not motivated by concerns for tenants. Previous articles in 
Real Estate Review challenged both state and federal governments on 
tenant–landlord regulation. Moreover, article titles such as ‘How Much 
Is It Costing You to Support Your Protected Tenant?’ and ‘Who Pays 
the Rent When Your Tenant Can’t?’ were commonplace. Landlords saw 
their investments as besieged by governments offloading undesirable 
tenants: ‘What other sector of the community is forced by law to become 
a charitable institution?’ Unwilling to tolerate any loss of profitability on 
their investments, they threatened policymakers with passing increased 
costs onto tenants: ‘Government action detrimental to owners for the 
benefit of tenants is counter-productive and can only make the position 
for those waiting to rent more difficult.’ Landlords walked a fine line 
between advocating for public services and challenging any public services 
likely to interfere with their return on investment. Indeed, landlords were 
philosophically opposed to their investments suffering due to government 
policy. Invoking liberal ideals, landlords claimed that ‘one buys [property] 
or does not buy as one wishes’, and that tenants should be forced to meet 
rental obligations as one ‘voluntarily enters a lease’. Ultimately, landlords 
were not inspired to advocate for low-income tenants out of magnanimity; 
they were primarily motivated by concerns for their investments.45

42  Troy, Accommodating Australians, 185.
43  Kath Hulse and Terry Burke, ‘Private Rental Housing in Australia: Political Inertia and Market 
Change’, in Housing in Twenty-First Century Australia: People, Practices and Policies, ed. Rae Dufty-
Jones and Dallas Rogers (London: Routledge, 2015), 141.
44  Property Owners’ Association of NSW, Real Estate Review 31, no. 6 (March/April 1981): 39.
45  Property Owners’ Association of NSW, Real Estate Review 31, no. 6 (March/April 1981): 11-15, 
33, 39.
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Part III: Deregulation and the Availability 
of Finance
While the lack of credit was a major issue for property investment during 
the Fraser years, credit was abundant during the Hawke years due to the 
deregulation of the financial industry. The Australian economy underwent 
deep structural changes from 1983. As a result, property investment 
began to improve after years of asphyxiation.46 The most important 
effects on property investment from the mid-1980s were the changes in 
the availability and the cost of housing finance.47 The Australian postwar 
finance sector was heavily regulated and the major providers of housing 
finance were banks and building societies.48 Set by the Reserve Bank, 
interest rates were the cornerstone of the regulation of the banking industry, 
as controlled interest rates rationed the availability of credit. Strict control 
on the proportion of income spent on debt repayment and on loan-to-
value ratios effectively prevented investors from bidding up the price of 
housing.49 Interest rates were so tightly regulated that, in some years, 
accounting for inflation, real interest rates were negative; a difference of 
two percentage points between investor and owner-occupier loans further 
discouraged investing.50

Australia’s banking system went from one of the most to one of the least 
regulated of any advanced capitalist society during the Hawke years. The 
difference between investor and owner-occupier rates was removed as 
interest rates were now fully determined by market forces.51 Moreover, 
controls on trading and savings banks were removed and credit queues 
became a thing of the past.52 Following an in-principle guarantee to 
allow foreign banks into Australia by the Fraser government, the Hawke 
government allowed 16 foreign banks to establish Australian operations 
in February 1985.53 As a consequence, fearful of foreign competition 

46  Ferreira, ‘Stepping Stone to an Exclusionary Model’, 97.
47  Chris Maher, ‘Housing Prices and Geographical Scale: Australian Cities in the 1980s’, Urban 
Studies 31, no. 1 (1994): 20, doi.org/10.1080/00420989420080011.
48  Terry Burke, Private Rental in Australia (Melbourne: Swinburne University of Technology, 
1999), 6.
49  Maher, ‘Housing Prices and Geographical Scale’, 20. 
50  Burke, Private Rental in Australia, 6.
51  Burke, Private Rental in Australia, 6.
52  Troy, Accommodating Australians, 194; Maher, ‘Housing Prices and Geographical Scale’, 21.
53  Ann Neville, ‘Financial Deregulation in Australia in the 1980s’, Economic and Labour Relations 
Review 8, no. 2 (1997): 278, doi.org/10.1177/103530469700800206.

http://doi.org/10.1080/00420989420080011
http://doi.org/10.1177/103530469700800206
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and capitalising on the relaxed lending standards, Australian banks 
went out of their way to attract new custom. Creditors and debtors 
took unprecedented risks by accruing high-interest loans, basing their 
decisions on the high inflation of the 1970s. Low credit standards 
were offset with high real interest rates, and together with a tax regime 
favouring high levels of gearing, risky and speculative investment became 
commonplace.54 Indeed, as interest rates remained high throughout the 
1980s, investors required high rates of return on investments in order to 
meet repayment obligations. This explains in part the unwillingness of 
landlords to accept reduced returns on investments. The lack of credit was 
no longer an issue; now a lack of judgement and foresight on the part of 
investors characterised the sector.

During this period, Australians’ belief in the security of housing was 
reinforced. With the advent of easily obtainable credit in an inflationary 
context, many Australians shifted their attitudes on money from 
a  savings-oriented to a credit-oriented framework. At the same time, 
threatened pensioner asset tests, inflation and impending taxation meant 
that Australians began looking for alternatives to superannuation in 
planning for their retirements. Consequently, property became a popular 
investment choice due to its perceived security: ‘At least when you’ve got 
your money tied up in bricks and mortar, they can’t take it away from 
you through inflation or taxation.’55 The term ‘investment’ continued to 
carry the connotation of high risk, and average Australians did not yet 
consider themselves as ‘investors’. Nevertheless, these factors combined 
to encourage Australians to invest in property. As a survey participant 
informed the Mackay Report:

I have a feeling that there’s more choice than ever before. A friend 
of mine is buying these property units or something, and he 
reckons that he’s not being taxed on them.56

The seeds of the entrepreneurial spirit of the 1980s can be found in these 
attitudes on personal finance.57 Security through property investment 
awaited those willing to use money. By using their superannuation to 
invest in property, Australians reified the image of property being a secure 
investment, as only secure investments befit the use of retirement savings. 

54  Maher, ‘Housing Prices and Geographical Scale’, 21–22.
55  Hugh Mackay, The Mackay Report: Money (Sydney: Mackay Research Pty Ltd, 1984), 10.
56  Ibid., 7–22.
57  Harvey, A Brief History of Neoliberalism, 23.
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This in turn would reinforce the popularity of property investment, 
especially when investor-landlords perceived their investments as under 
threat from government policy.

Part IV: Capital Gains Tax
In addition to liberalising the financial industry, the Hawke government 
embarked on taxation reform, most notably in the form of the capital gains 
tax (CGT). The CGT applied to assets acquired on or after 18 September 
1985, with the taxation rate varying depending on the relevant marginal 
tax rate.58 Owner-occupied homes were exempt, leaving the proceeds 
from the disposal of additional real property assessable. Investor-landlords 
argued that the CGT ‘contributed to a great deal of disincentive in 
property as a form of investment’,59 and the pending introduction of the 
tax spurred a ‘flurry of activity in the property market’ as investors sought 
to maximise their gains before the tax came into effect.60

The introduction of the CGT was hotly debated. Arguments forwarded 
by the government included that it provided for ‘horizontal equity’, as it 
was a tax on wealth achieved through capital accumulation rather than 
through effort and skill; and that it acted as a disincentive to those entering 
transactions due to favourable ‘after tax’ results.61 Such arguments rested 
on notions of ‘justice’, ‘equity’, the useful allocation of resources and 
community perceptions. Arguments forwarded by landlords included the 
high cost of enforcing the tax compared to the little revenue expected, 
especially in the early stages of implementation; the inability to predict 
future revenue; the inhibition of the free market; and the penalisation of 
honest investors.62 Above all, landlords believed that investment would be 
discouraged by the new tax.63

58  Cabinet Memorandum 3204—Capital gains tax—rollovers and averaging—Decisions 6583/
TSC and 6626/M 1985, 2 September 1985 – 17 September 1985, 1, National Archives of Australia 
(NAA): A14039, 3204.
59  Real Estate Institute of New South Wales (REINSW), ‘Government Charges’ (working paper, 
REI Position Paper 6, Real Estate Institute of New South Wales, July 1987): 4.
60  REINSW, ‘Federal Government Discrimination Against Property Owners: The Impact of Capital 
Gains Tax and the Abolition of Negative Gearing on Property Investment’ (working paper, REI Position 
Paper 3, Real Estate Institute of New South Wales, February 1987): 3.
61  N. E. Renton, Capital Gains Tax, The Options for Australia (Sydney: The Institute of Actuaries of 
Australia, 1985), 76–77.
62  Ibid., 76–79.
63  I. C. F. Spry and Richard Shaddick, Specialised Tax Series—Capital Gains Tax: How the New Tax 
Will Affect Your Clients (Melbourne: Leo Cussen Institute, 1986), 1.
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The CGT was poorly received by landlords. Leading accounting firms 
instructed clients that as the property industry had traditionally been an 
area where capital gains were an intrinsic consideration when assessing 
the viability of an investment, the impact of the CGT would be severe, 
especially for those investors indebted prior to the tax.64 Investors were 
also warned that the rate of returns from rental properties would be much 
lower.65 Such claims were echoed by landlord associations such as the 
Real Estate Institute of New South Wales (REINSW), which believed 
that property owners were facing ‘discrimination’ as a result of the new 
tax. According to them, the CGT amounted to an ‘unwarranted assault 
on responsible investment decision-makers’. The tax allegedly created 
a ‘psychological impact’ on investors who withdrew from the market, 
which would in turn result in a ‘severe decline in the amount of rental 
accommodation available’. ‘Small investors’ who had channelled all of 
their savings into real estate for retirement were particularly affected, 
having already begun withdrawing from the market. Additionally, it was 
argued that because investors relied upon capital gains to offset associated 
costs in property investment, the CGT would lead them to search for 
other investments.66 Landlords were keen to portray themselves as the 
targets of malicious government greed and used the image of the ‘small 
investor’ to justify the repeal of what was considered an unfair tax.

If the REINSW is to be believed, landlords were fleeing the market in 
droves. However, according to its own survey of investor attitudes, the 
CGT had a negligible impact on landlord activity. When asked what 
factors were likely to influence the investment market in 12 months’ 
time, only 6.9 per cent of real estate agents listed the CGT as influential, 
compared to 17.24 per cent listing ‘market factors’ and 27.6 per cent listing 
interest rates.67 Doubt over the impact of the CGT was raised elsewhere. 
In a publication from the Institute of Actuaries of Australia, the allegedly 
severe impact of the CGT on investors was rebuked. The institute argued 
that individuals invest in property for reasons other than capital gains: 
for the steady rental income, for the increased borrowing potential from 
property ownership and due to the fact that fixed interest securities would 

64  Richard Friend and Tony Stolarek, Capital Gains Tax Explained: A Practical Guidebook Through 
the Complex Capital Gains Tax Legislation and an Overview of Investment Strategies (Melbourne: 
Centre for Professional Development, 1986), 1–2, 159.
65  Ibid., 159.
66  REINSW, ‘Federal Government Discrimination Against Property Owners’, 4, 12–17.
67  Ibid., 9.
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attract the CGT as well. It also dismissed landlord arguments that the 
absence of the CGT would result in investors returning to the property 
sector, stating that future investors would prefer capital profit less tax to 
no capital profit at all. Landlords would also be unable to pass any losses 
onto tenants by increasing rents, as rents were primarily determined by 
supply and demand.68 Property investors’ reactions to the introduction 
of the CGT demonstrated investor-landlord aversions to taxation and 
government intervention in what was perceived to be an efficient market.

Part V: Negative Gearing
If the introduction of the CGT concerned landlords, the abolition of 
negative gearing petrified them. Negative gearing allowed a property 
investor to offset the costs of a loss-making asset. Where the interest 
expense on a loan used to purchase a property exceeded the net rental 
income, this loss could be offset against the investor’s other taxable 
income.69 Moreover, landlords could write-off the costs of maintenance, 
repairs and interest on loans to maintain high returns. This tax regime was 
effectively a government subsidy to the overheads of asset accumulation.

On 17 July 1985, negative gearing was abolished. The government 
introduced what became colloquially known as ‘quarantining’: interest 
on a loan relating to a particular property could now only be deducted 
from the income generated from that property, not an individual’s total 
income.70 The government was motivated by concerns of fairness and 
could no longer tolerate ‘a situation in which the general body of taxpayers 
effectively subsidises the property investments of a particular group of, 
usually high-income, taxpayers’.71 Additionally, the government was 
concerned about future tax losses and the little housing benefit derived 
from negative gearing.72 Notably, the construction of new rental properties 
was exempt, provided that the project had been financed prior to 17 July 
1985.73 This exemption reflected the Hawke government’s attempt to 

68  Renton, Capital Gains Tax, 100, 101.
69  Ian Taylor, Specialised Tax Series—Negative Gearing: Seminar Papers (Melbourne: Leo Cussen 
Institute, 1988), 2–3.
70  Cabinet Submission 3032—Negative gearing of rental property investments—Decisions 6243/
TSC and 6265, 12 July 1985 – 16 July 1985, 1–2, NAA: A14039, 3032.
71  Ibid., 10.
72  Hulse and Burke, ‘Private Rental Housing in Australia’, 144.
73  NAA: A14039, 3032, 11.
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strike a delicate balance: encouraging the construction of affordable homes 
on the one hand, and protecting the budget from extractive tax avoidance 
on the other. The abolition of negative gearing threatened investment in 
pre-existing property, and just like the introduction of the CGT, landlords 
went on the offensive.

The REINSW argued that the absence of negative gearing had ‘a severe 
and detrimental impact on the residential property market’, and unfairly 
treated small and large investors alike. Landlords took offence at the 
implication that negative gearing had been an unsanctioned activity: 
‘the  small investor in real estate is now unable to legitimately deduct 
the costs associated with generating income by negatively gearing the 
investment’.74 They warned that without negative gearing, there would 
be both an increase in rental prices of existing investments, and an ‘acute 
shortage of residential rental accommodation’ due to divestment.75

Despite landlord assertions that without negative gearing investors 
would flee the market, negative gearing was a little known and little 
used tax provision at the time of its abolition.76 In 1978, although many 
landlords were ‘highly geared’, there was little evidence that they managed 
mortgage debt so as to reduce tax liabilities, nor that these properties 
were being managed at a loss.77 But, after intense lobbying from the 
property industry, and after only recuperating one-fifth of the anticipated 
savings, negative gearing was reintroduced in 1987.78 The government 
hoped that the reintroduction of negative gearing would free up more 
private rental housing as high-income households traded up and vacated 
their dwellings, leaving them to be occupied by low-income households. 
Yet,  coupled with the CGT, which did not apply to the family home, 
negative gearing only increased investment in higher-priced ‘McMansion’ 
housing, encouraged speculative investment in rental housing and forced 
prices upwards.79

74  REINSW, ‘Federal Government Discrimination Against Property Owners’, 17.
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Negative gearing eventually gained a new-found popularity. Mortgage 
brokers, property advisers, accountants and other intermediaries used 
it as a hook to attract investors into the residential property sector.80 
Negative gearing was spruiked as the ultimate risk-mitigation strategy: 
if the government effectively subsidised the costs of property investment, 
then an already attractive investment now seemed even better. While 
tentatively advertising property investment in 1986,81 by 1989 the Real 
Estate Institute of the ACT was emphatic about the advantages of negative 
gearing: ‘expenses … are again fully tax deductible’.82 Landlords celebrated 
‘a remarkable about-face from the government’, hailing a victory for all in 
the industry, especially small investors and tenants:

The re-introduction of negative gearing will place investment 
in rental accommodation on a par with other investments, help 
to end the erosion in the supply of established rental stock and 
take the pressure off rents which have forced many families into 
financial hardship.83

The negative gearing debate revealed similar landlord attitudes as did the 
public housing and CGT issues. Landlords would not tolerate a loss on 
their investments and lobbied the government accordingly. The supply 
of rental accommodation and tenant welfare were once again used as 
justifications for maintaining a tax regime suitable to landlords. Despite 
publications enticing investors to the property industry claiming that 
property is ‘not a short term investment’, and that new investors would 
be ‘assured of capital growth’, investor-landlord publications repeatedly 
claimed that both large- and small-scale landlords were withdrawing from 
the market as a result of the changes to negative gearing.84 While landlords 
perceived of their investments as secure, guaranteed long-term income 
generators, they were quick to lobby or threaten to divest if they did not 
receive the returns they believed they were entitled to.
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Part VI: Indirect Encouragement and 
Landlord Attitudes
The extent to which the federal government encouraged property 
investment during this period is complicated. While many policies 
affected property investment (e.g. the reduction of funding for public 
housing, the deregulation of the finance industry, the CGT), few were 
directed towards property investment. With respect to property and 
housing, the Fraser and Hawke governments were primarily concerned 
with public housing reform, discouraging tax avoidance and encouraging 
affordable owner-occupation. The exception to this trend was the abolition 
of negative gearing, which was justified on the basis that high-income 
property investors received unjustifiable government subsidies.85 But the 
Hawke government left property investment fundamentally unchanged 
when negative gearing was reintroduced. Not even the CGT acted as 
a real disincentive to property investment as interest rates and credit 
availability were far greater influences on investor decision-making.86 
Property investment therefore became a popular activity without 
significant direct government encouragement. While government policies 
indirectly benefited the property industry by spurring on an asset-price 
boom in the late 1980s, property investment was not the desired policy 
goal. The popularity of property investment can be said to have bloomed 
in a fit of absent mind.

Landlord perceptions of their investments varied depending on the 
category of investor. Individual investors sought the potential for capital 
gains, rental income and tax concessions, preferring to invest long term. 
These were the ‘small investors’ that landlord organisations used to 
justify their opposition to the CGT. Corporate investors were primarily 
concerned with profitability through capital accumulation and raising 
rents, while owner-manager investors had modest to large property 
holdings in the existing housing stock. These investors were particularly 
affected by tenants who were unable to pay—such as those evicted from 
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public housing—and by interest rates and the CGT.87 Consequently, 
reactions to government policies were rarely uniform as different landlords 
had different motivations, borrowing capacities and tax liabilities.

One attitude, however, persisted across all categories: the conviction that 
the government was taking advantage of landlords. Landlords frequently 
criticised government attempts to regulate landlord-tenant relations, mis-
characterising laws to suit their arguments. Landlords saw themselves as 
providers of a key human necessity and perceived of their investments 
as impervious to government interference by natural right: ‘The owner 
is entitled to profit from his investment, without which housing would 
not exist in the first place.’88 Landlords considered their investments 
as threatened by ‘ticket-clippers’ seeking an unearned share of their 
hard-earned assets. All complained of the hidden costs of investor-
landlordism—repairs, rates, stamp duty, legal fees, agent commissions, 
interest repayments, insurance premiums, vacancy costs—arguing that 
even taking negative gearing into account, real estate was often a ‘losing 
venture’. Landlords believed they were unfairly maligned, claiming that 
‘considerable traumatic publicity is given to the plight of evicted parents 
and the landlord is always the villain’.89 Above all, landlords stressed their 
neutrality in leasing arrangements and shunned the term ‘landlord’ as 
it had anachronistic, ‘nineteenth-century’ connotations. Contrary to the 
finding of the 1978 survey of Melbourne landlords, by the end of the 
1980s, landlords increasingly referred to themselves by the more neutral 
term ‘investors’.90 Finally, landlords were more certain that property was a 
safe form of investment after the 1987 stock market crash. But the fall of 
interest rates following the crash drove an already heated property market 
into overdrive, and as interest rates hit 17 per cent in 1989, the market 
was quickly driven into recession. From 1991, property investment was 
viewed more cautiously.91
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Conclusion
This essay has sought to explain the popularity of property investment: to 
what extent has it been encouraged by government policy and how was 
it is perceived by its investor participants? Government housing policy 
during the period 1978–91 was concerned primarily with encouraging 
owner-occupation and reforming the public housing sector. Although an 
upheaval of the financial industry was a catalyst for the uptake in property 
investment, this was not by government design. Investor-landlords 
perceived of their properties as investments that would rise along with 
inflation and growth. They felt threatened by government tax policies 
and were weary of ungrateful tenants and the hidden costs of their assets. 
They downplayed their agency in the housing market, preferring to see 
themselves as ‘housing providers’ during growth periods and victims 
during periods of economic contraction or when faced with taxes. Above 
all, they saw their investments as establishing rights to good returns, with 
little regard to the broader economic context.

The wider neoliberal economic and social forces unleashed during the 
period from 1978 to 1991 profoundly shaped Australia in the subsequent 
decades: the economic policies of the Howard government, the global 
financial crisis and the ongoing policy inertia surrounding negative 
gearing. More and more Australians seek financial autonomy and security 
and are turning to the property market to facilitate this. Financiers, 
mortgage brokers, real estate agents and real estate media encourage this 
autonomy and security to the extent that the ‘fear of missing out’ on the 
property investment wave has become institutionalised by the very ‘ticket-
clippers’ maligned by the investors themselves.

In many respects, the prevalence of investor-landlordism has reduced 
our ability to talk of ‘landlords’ as a homogenous, landowning class 
and instead makes us think of ‘landlords’ as a diverse cross-section of 
society often motivated by disparate concerns and only unified through 
a common investment activity. Ultimately, however, Australia is an 
increasingly unequal and precarious society. House prices and rates of 
home ownership are distorted by investor-landlord participation in 
the marketplace. The  social and economic security home ownership 
provides is becoming more and more unobtainable, especially for young 
Australians. Combating these issues requires an increased focus on 
investor-landlordism, which, when situated in the appropriate historical 
context, reveals the complexities of property investment in Australia.
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