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Executive 
Summary
 » Build to rent (BTR), known elsewhere as multi-family residential, 
is a class of real estate assets encompassing institutionally 
owned residential buildings, where individual units are rented 
to residents rather than sold to individuals (as in the traditional 
build to sell (BTS) model). 

 » The cash flow from such projects differs substantially from  
traditional BTS as revenues flow throughout the life of the  
project rather than being received up front, while the owner 
faces maintenance and staffing costs. 

 » BTR sector is a nascent sector in the Australian commercial 
property market as tax incentives in the residential property 
market have historically favoured capital gains over income. 
However, BTR is expected to take off with the market to grow 
nearly tenfold in the next five years. 

 » The Australian market could absorb much more than this given  
affordability issues, projected population growth and the current  
diffuse ownership structure of residential property. These factors  
could form the basis for the market to sustain high levels of  
growth for several years. 

 » However, obstacles remain. The main impediment for BTR to  
become entrenched in Australia is tax legislation that makes BTR 
returns less appealing relative to other classes of commercial  
property. Although some progress has been made, federal  
legislation clarifying the treatment of BTR under tax law has yet 
to be introduced. 
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Overview
Build to rent (BTR), known as multi-family residential 
in the Unites States and Europe, is one of the fastest 
growing commercial real estate sectors in Australia.  
BTR assets are institutionally owned residential 
complexes; most commonly the developer will retain 
ownership for a period of between 7 and 10 years. 
Individual units in these complexes are rented to 
residents rather than being sold to individuals (to 
either rent or as an investment property), as in the 
more common build to sell (BTS) assets. 

As such, BTR encompasses a broad range of assets 
however it is quickly becoming recognised as its  
own asset class. Traditionally, it has included student 
accommodation, aged care, and institutional 
multifamily (including affordable and social).  
For the purposes of this paper, BTR will refer to 
institutional multifamily, or commercial residential, 
where there is tremendous potential for growth. 

Although more established in markets such as the 
United States, Europe, and Japan, the BTR sector 
has gained some traction in recent years. Residential 
property has traditionally not been an institutionally 
owned asset class in Australia due to relatively low 
yields and a market and taxation structure that favours 
capital gains. However, this is beginning to change 
as yields on other commercial investments have 
declined in recent years, making those on BTR more 
attractive. Additionally, BTR is viewed as an alternative 
to traditional commercial real estate for institutional 
investors, while also increasing housing market 
efficiency and providing an aggregate economic 
benefit to the country.

BTR differentiates from BTS on a number of key 
areas. The main one being that BTS properties are 
designed to maximize a developer’s revenue in the 
short-term, whereas BTR properties are a long-term 
income stream. As a result, BTR properties tend to  
be more tailored to cater to a specific segment of  
the rental market, both in design but also the  
offering of ancillary services to residents.

BTR units are a mix of studio’s, 1, 2 and 3-bedroom 
units, depending on the location and demographic 
that the development is targeting. The design of 
BTR units cater to ease of maintenance given that 
the developer will need to monitor overhead costs 
throughout the lifetime of the project. Overhead 
costs are particularly relevant given leasing and 
maintenance of the building is generally taken by  
the developer, and BTR developments will generally  
have building management staff on site 24/7. 

This paper endeavours to give a high-level summary 
of the BTR landscape in Australia. It will highlight 
key areas of the residential investment landscape, as 
well as potential synergies from a greater presence 
of BTR (and institutional investment). The challenges 
the sector faces, and the potential for the sector 
should these challenges be overcome.
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Residential Investment  
in Australia
Residential real estate is the dominant store of wealth for Australian households, accounting for more 
than 55% of household wealth1. However, despite the size of the sector it remains under served by 
institutional investors. As can be seen in Chart 1, the share of institutional investors however are less 
interested in capital gains. 

This is likely a result of taxation structures, such as negative gearing and capital gains discounts, that 
favour capital gains over income growth. As a result, rents in Australia are generally low relative to prices, 
and as a result yield from housing are low relative to other international markets2. 
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Tax advantages make low yields palatable for individual investors who are 
aiming to sell at some point in the future and lock in capital gains. Institutional 
investors, however, are less interested in capital gains, and low yields relative to 
other property asset classes have limited the flow of institutional capital into 
the market. As a result, the Australian residential market is characterised by a 
highly disparate ownership structure: more than 10% of Australians over the 
age of 15 are invested in property3, 70% of which owned just one property4.  
As such, investors in the housing market cannot take advantage of economies 
of scale and are exposed to higher levels of risk as they are unable to diversify5.

 
1   ABS, financial year 2017-18, investment housing is 15% of household wealth, similar to the share of superannuation assets (18%) and non-superannuation financial assets (17%)
2  See Ellis, Luci (2022) “The Australian Dream”, Parliamentary inquiry into housing affordability and supply in Australia, Section 6.96 

 
3   Source: House of Representatives Standing Committee on Economics (2015) “Proportion of Investment Housing Relative to Owner-Occupied Housing”  
4   Source: RBA Financial Stability Review October 2017; Box B: Households’ Investment Property Exposures: Insights from Tax Data

The disparate ownership of property is striking considering the high number 
of renters in Australia compared to other developed markets. Roughly 
one-third of Australians rent6, above the levels in other developed markets 
with larger shares of institutional ownership (Chart 4). The segment of the 
market that is renting has increased over the past two decades and is likely 
to continue to do so as housing affordability remains an issue.
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The segment of 
the market that 

is renting has 
increased over the 
past two decades  

and is likely to 
continue to do so  

as housing 
affordability 

remains an issue.

 
5  Housing in particular is exposed to a high degree of idiosyncratic risk, for more see: Giacoletti, Marco (2021)  
   “Idiosyn  cratic Risk in Housing Markets” The Review of Financial Studies, 34:8, pp 3696-3741
6  Source: Reserve Bank of Australia Submission to the Inquiry into Housing Affordability and Supply in Australia (2021) 
7  It appears that absent budget constraints, ceteris paribus Australians prefer investing in property over other assets. This is perhaps an indication of relatively shallow onshore capital markets 
and dearth of investment alternatives. Further evidence of this is the large share of bank lending (60%) that goes towards mortgages vs all other forms of lending.
8  NSW has begun to trial a property tax as an alternative to stamp duty, while the ACT has also begun to implement a property tax as an alternative to stamp duty. Both schemes are in their  
  infancy, however, and most property transactions in Australia require payment of a stamp duty.
9  For more details on how stamp duties impact residential market liquidity see: Leigh, Andrew and Ian Davidoff  
(2013) “How Do Stamp Duties Affect the Housing Market?” Economic Record, 89:286, pp 396-410

2,500 7%

6%

5%

4%

3%

2%

1%

0%

2,000

1,500

1,000

500

0
1 2

1999-2000(lhs)

2018-2019(lhs)

Average annual 
growth rate(rhs)

3 4 5 6 or more
# of properties

Total

CHART 5 
Number of Australians with interest in a rental property

Herein lies another issue with the current market structure. High entrance 
costs, in this case the cost of a down payment on a house and in many 
cases stamp duty8, leave many Australians unable to access the market9. 
There have been distributional consequences to this: those that have been 
‘frozen out’ of the housing market have been unable to reap the benefits 
of rapidly appreciating home prices10. This has been a driving factor in the 
increase in wealth inequality in Australia over the past two decades11.
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Property ownership also has a highly 
skewed distribution, as roughly half 
of investment properties are owned 
by investors with multiple properties. 
The share of investors who own 
more than one investment property 
has grown faster than the share 
who own one investment property, 
indicative of investment property 
owners re-investing property returns 
back into the housing market7.
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There are currently very few 
completed BTR units in operation 
in Australia. Currently there are just 
1,859 apartments operating across 
six projects: one in Victoria, two in 
Queensland, two in Western Australia 
and one in New South Wales. The 
market is set to explode over the next 
three years, however, in large part due 
to several projects in Victoria coming 
being completed. As can be seen in 
Chart 6, the number of apartments 
is set to nearly double every year 
through 2024. Currently, construction 
is expected to peak in 2022 with 
12,848 units under construction, 
though as more projects are planned 
the construction pipeline in later years 
is expected to see a bump. 

The Current BTR 
Landscape 
in Australia

The recent deluge in planned projects in 
Victoria is set to drastically change the BTR 
landscape in Australia. The state will go from 
having one operating BTR development 
to nearly two-thirds of the total stock of 
BTR apartments in Australia within the next 
decade. Albeit on a smaller scale, the  
existing stock of units in Queensland,  
New South Wales and Western Australia  
is also expected to increase (Chart 7).   

UBS operates the largest share of the 
currently operating projects, the Smith 
Collective in Queensland. However, this  
is set to change as Assemble , Altis/Aware 
Super, LIV Mirvac, Investa, Gurner,  
Sentinel, Hines, Greystar and HOME  
are all competing to become some of  
the largest operators in Australia. These 
operators will primarily operate in Victoria, 
though HOME does have three projects  
set to launch in Greater Sydney.  
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12,848 units under 

construction, though as 
more projects are planned 
the construction pipeline 
in later years is expected 

to see a bump
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Case Studies 6-34 HIGH ST, PRESTON
•  3,029 sqm*

•  Received 5 offers

•  Purchaser BTR developer 

•  Permit to develop 174 apartments

•  Sale price: $14,040,000

•  Unit price $80,000 per apartment

•  Land rate $4,640 psm

194 LORIMER ST,  
DOCKLANDS
•  4,509sqm*

•  Received 5 offers

•  Purchaser traditional BTS developer 

•  BTR Development

•  Likely to develop 250-300 apartments

•  Average size 70sqm

395-411 ALBERT ST,  
BRUNSWICK
•  1.03ha

•  Sold for $44,395,000

•  Purchased by Milieu/  
   Mirvac partnership

•  500 BTR apartments

•  Land rate ~$90,000 per unit

•  Cushman & Wakefield were  
    the sole agent on 6 out of 7  
    consolidated properties
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Cushman & Wakefield’s Victorian Metropolitan Markets team, are at 
the current epicentre of BTR in Australia, having sold three sites to BTR 
groups in 2021 to MIRVAC, Samma Property Group and Altis Property 
Partners which will provide around 1,100 units combined. They have 
recently run sale processes and are currently on the market with sites 
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which have attracted interest from BTR groups with a further 1,830  
units across Fitzroy (500 units), North Melbourne (430 units) and 
Footscray (513 units). 

The Metropolitan Markets team have witnessed a dramatic influx of BTR 
capital throughout the COVID-19 pandemic. From the end of 2020 to 
early 2022 the number of BTR groups active in the market has nearly 
tripled from 12 to 35. These groups are backed by a mix of domestic and 
foreign capital and are aiming to create portfolios of between 2,000 to 
5,000 units over the next 5 to 7 years. 

The Cushman & Wakefield team also reports an increase in flexibility  
of ownership structures with fund-through structures becoming a  
more acceptable option to assist in the ability to build scale in  
high-demand locations.

As BTR developments generally 
cater to younger clientele than BTS, 
they tend to have a higher mix of 
studio and 1-bedroom apartments. 
In some circumstances, these can 
comprise 50%-60% of the total units 
in a development. BTR developments 
will have up to 30% of units as 
2-bedrooms, with the remainder 
3-bedrooms. There is some flexibility 
surrounding this based on the 
demographics of the location of the 
developments: BTR developments 
in more mature suburbs may have a 
lower mix of studio units. The size of 
the apartments  in the development 
generally ranges from 60-70 sqm, 
depending on the target product mix.

 Funding structures 
have also become 
more flexible than 
they have been in 

the past, and fund-
through structures 
have become more 
popular for larger 

developments  
(c.300 units).

The Metropolitan 
Markets team have 

witnessed a dramatic 
influx of BTR capital 

throughout the 
COVID-19 pandemic. 

From the end of 
2020 to early 2022 
the number of BTR 
groups active in the 
market has nearly 

tripled from 12 to 35. 
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Tax
BTR development faces tax impediments at 
both the federal and state levels. As it stands, a 
BTR developer will still incur a 10% goods and 
services tax (GST) on the development whereas 
BTS build to sell developers can claim GST 
credits on land and construction costs.  
Investment in BTR also faces additional income 
taxes as they are currently ineligible for the 
managed investment trust (MIT) tax concession. 
If deemed eligible, the concession would lower 
income tax on foreign groups investing in BTR 
from 30% to 15%. 

There has been some progress at the state 
level. Both the New South Wales (NSW) 
and Victorian (VIC) have announced 
a 50% concession on land tax for BTR 
developments. The NSW government also 
announced a concession on the foreign 
investor surcharge, similar to what is 
extended to build to sell developments, while 
the VIC government has exempted BTR 
developments from the absentee owner land 
tax surcharge. A reclassification of BTR as 
being ‘commercial residential’ would allow 
BTR to enjoy similar tax privileges to other 
commercial developments for BTR operators.

Obstacles to  
BTR in Australia
The three main obstacles  
to BTR in Australia are:

Lack of tax concessions 
similar to other classes of 

commercial property

Construction 
and land costs

Financing

BTR 101: An Overview of Build-to-Rent in Australia
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Costs
Both construction costs and the availability 
of land are often cited as inhibiting BTR 
developments. Build costs are rising, in part  
due to the slowdown in the supply and 
availability of resources resulting from the 
aftershock of Covid-19. 

What is perhaps a more major issue is the 
lack of quality land availability for BTR 
developments. Because of the target market 
in BTR properties, they generally utilize 
more amenities and need to be located 
close to urban centres. For example, BTR 
developments need to be proximate to the 
CBD while also providing shared garden 
areas, BBQ facilities, common areas and 
sporting facilities such as a pool or gym. 
The provision of these spaces tends to be 
considered optional for BTS developments. 
Generally, BTR developments will have 
5-6 sqm of shared or common area per 
apartment, versus 1 sqm per apartment 
in BTS developments. This necessitates a 
concise plan for land use, especially in more 
densely populated areas, though a lack of a 
clear definition of BTR in Australia limits this.

Financing
Financing for BTR has also been scarce. This 
is likely a result of the infancy of the sector in 
Australia (the historical data banks use to price 
risk is essentially non-existent), but also the 
lack of a definition of the asset class. It is also 
important to note that relative to BTS, BTR 
developments have a more extended cash flow 
and less initial liquidity. This results in longer 
repayment periods (more risk) and less initial 
security that banks can demand of BTS by 
setting a minimum number of pre-sales that 
need to occur prior to development.

Currently, investors in BTR 
projects attract significantly 
higher income tax costs vs 
other real assets as they are 
ineligible for the managed 
investment trust tax 
concession. 
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Growth Potential 
for BTR
Given the preceding sections it is perhaps unsurprising 
that there is enormous growth potential for BTR in the 
Australian market. 

Assuming demand for investment housing grows at a 
similar rate as it has the previous two decades, in 2029 
the demand for investment property will translate 
into an estimated $13.75 billion in retail capital being 
directed at the sector13. This is likely a conservative 
estimate as investment property as a share of total 

household assets has been increasing over the past 
two decades, and growth in investors with multiple 
properties has outpaced single-property investors. 

This projection is supported by a robust underlying 
demand for tenants. As can be seen by Chart 9, 
population growth in Australia is expected to outpace 
that of other developed countries. This will likely result 
in demand for at least 300,000 units to rent by 202914.
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In 2029 the demand for 
investment property 
will translate into an 

estimated $13.75 billion 
in retail capital being 
directed at the sector.

 
10  For more details see: La Cava, Gianna, Hannah Leal and Andrew Zurawski (2017) “Housing Accessibility for First Home Buyers” RBA Bulletin,  
    December Quarter 2017 and NSW Government (2020) The NSW Budget 2020/2021 
11  See page 15 of: Australian Government Productivity Commission “Rising inequality? A stocktake of the evidence”
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This too is likely a conservative estimate. The share of renters has been 
trending higher over the past decade and is likely to continue to do so 
for two main reasons. The first, is, the bulk of population growth is likely 
to come from immigration; immigrants are more likely to rent property 
rather than buy (at least initially). 

Secondly, affordability issues have made home ownership unattainable 
for much of the population. This is particularly true in the more densely 
populated cities such as Sydney, Melbourne and Brisbane. Chart 9 
shows that growth in home prices has substantially outpaced growth in 
wages. In Sydney and Melbourne, it would take an individual more than 
five years to save for a deposit on an entry-level home15. The expected 
normalisation in interest rates is likely only to exacerbate affordability 
issues when buying, leaving many with no option but to rent. 

It is unlikely that the current supply of housing will be able to absorb this demand. 
This should in turn push rents higher, making the returns to BTR investors more 
palatable. Higher population growth supporting tenant demand, higher rents 
increasing returns, and a significant amount of capital looking to invest into 
Australian housing are all tailwinds for BTR over the next decade. 
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It is unlikely that the current 
supply of housing will be able 
to absorb this demand. This 
should in turn push rents 
higher, making the returns to 
BTR investors more palatable.

 
12  This will be largely affordable and social housing
13  At this growth rate demand for retail capital would be 40% higher in 2029 than it was in 2019, equating to roughly 875,000 individuals who  
 will want to have an interest in an investment property. Note this does not necessarily equate to demand for 875,000 properties as more  
 than one individual may have an interest in a single property. This estimate uses Deloitte Access Economics projections of real after-tax  
 wages, assumes a savings ratio of 6.4% (in the decade prior to the pandemic the household savings ratio was 6.4%) and a 15% imix of  
 investment property in individuals’ investment portfolios (See Chart 1).
14  This uses the World Bank’s projection of a 2.37 million person increase in Australia’s population by 2030, the current household size in  
 Australia of 2.53 persons (OECD), and a constant share of renters at 32% (See Chart 3).
15   Domain First Home Buyer Report 2022
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Summary
There remains tremendous potential for the 
burgeoning BTR sector in Australia. The outlook is 
supported by robust demographics, an increased 
appetite to rent and a propensity to favour residential 
property over other domestic investments. This should 
provide a solid foundation for BTR in Australia.

However, the market is not without its obstacles. 
Residential market tax structures that are aimed to 
support home ownership and favour capital gains 
over income growth. As a result, yields on residential 
property are low relative to other commercial property 
in Australia making it a less feasible destination for 
institutional capital. 

Despite this, the pipeline of BTR developments 
is strong. The number of BTR units in Australia is 
expected to increase from less than 2,000 in 2021 
to more than 15,000 in 2027 based on current 
development plans. Victoria, and to a lesser degree 
New South Wales, is expected to see the majority of 
growth in the market thanks in part to the Victorian 
government being more proactive than other states 
on working to reduce the taxation burden on BTR 
developers. 

Should more states as well as the federal government 
follow Victoria’s lead, BTR has the potential for 
widespread adoption in Australia. While affordability 
issues has priced a large share of individuals out of 
the market, there is still pent-up demand amongst 
retail investors to allocate capital to residential 
property. Institutional capital also would be able to 
take advantage of economies of scale to provide 
better quality housing to tenants at a similar price 
point. This capital is necessary to support the already 
under supplied housing market given the projected 
population growth in Australia over the next decade.
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