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High home ownership rates among older households contribute to a lack of 

concern about older renters. Indeed, current concerns in rich OECD countries 

(including Australia) are more often about how older asset-rich households can 

increase their living standards by turning their housing assets into income.20 Older 

renters do not have this option. They are disadvantaged compared with owners 

probably because, for most of their lives, they are also likely to have been less 

advantaged than their home-owning counterparts. 

In every age group, renters have average incomes that are systematically lower 

than those of owner-occupiers. See Figure 1. While it does not necessarily follow 

that households who are disadvantaged at a particular point in their life-cycle 

will be disadvantaged throughout their whole lives, there are numerous indica-

tions that this is a likely outcome.21 Likewise, renters may not always have been 

renters, but a significant and growing proportion are shown to have been renters 

for a long time.22 

Figure 1 

EqUIvALISED HOUSEHOLD DISPOSAbLE INCOmE by AGE AND TENURE, 2011–12 

Source: Australian Bureau of Statistics Survey of Income and Housing, 2011–12. Results derived from ABS Basic CURF data.
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Figure 2  
HOUSEHOLD EqUIvALISED NET WORTH by AGE AND TENURE, 2011–12: AUSTRALIA 

Source: Australian Bureau of Statistics Survey of Income and Housing, 2011–12. Results derived from ABS Basic CURF data.
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Lower incomes and lower wealth both reduce capacity to accumulate wealth. 

Income-related contributions to tax-advantaged compulsory superannuation 

illustrate one relationship between income and wealth accumulation. Income and 

deposit constraints that limit borrowing capacity and access to tax-advantaged 

housing assets, illustrate the dual constraint of income and wealth on the capac-

ity to accumulate wealth. These constraints contribute to disparities in net wealth 

between owners and renters that are far greater than disparities in income. For 

younger households, owners’ net wealth is around twice that of renters. For older 

households, owners’ net wealth is around six times higher than that of renters. 

See Figure 2. The process of intergenerational transmission of wealth through 

inheritance is likely to exacerbate rather than ameliorate existing inequalities.23 

Housing wealth is one of the primary sources of these disparities. The extent of 

current housing wealth in Australia results largely from the significant growth in 

real dwelling prices that began in the mid-1980s. Some 40 years on, despite a 

number of market shocks, this growth has yet to run out of steam. The greatest 

beneficiaries of this long-run dwelling price growth are those who owned their 

dwellings before 1985, followed closely by those who have purchased since. The 

greatest losers are renters excluded from home purchase. 

Renters not only have lower holdings of housing wealth (by definition they have 

no owner-occupied housing wealth) but they also have considerably lower hold-

ings of other forms of wealth. See Figure 3.

In the ten years before people turn 65, when their superannuation wealth is likely 

to be at its maximum, the average superannuation wealth of renters (adjusted for 

household size) is less than 40 per cent of the average superannuation wealth of 

home owners. At less than $70,000, this is well below the level presumed neces-

sary to sustain even a modest lifestyle in retirement. During their working lives, the 

lower average incomes of renters mean they have less capacity to contribute to 

superannuation or, indeed, to accumulate any other form of wealth. 

Figure 3 
ALLOCATION OF EqUIvALISED NET WORTH by AGE AND TENURE, 2011–12: AUSTRALIA

Source: Australian Bureau of Statistics Survey of Income and Housing, 2011–12. Results derived from ABS Basic CURF data.
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For renter households in the pre-retirement age group, average total net wealth is 

less than one quarter that of home owners. After age 65, their average total net 

wealth compares even less favourably.24 An asset-based welfare system provides 

no comfort to the majority of older renter households.

What of the future?

Since the early 2000s, the Australian Government has used a series of 

Intergenerational Reports to assess the sustainability of current and/or proposed 

fiscal policies for the 40 years ahead. These reports have examined the impli-

cations of long-term demographic and economic growth trends on Australian 

Government spending.25 They reflect a concern with future living standards. They 

are seen as an important means of focusing public attention on Australia’s longer 

term challenges of maintaining and improving living standards, and of stimulating 

policy adjustments in order to do so. 

Each of the four Intergenerational Reports released to date has examined the 

impact of projected trends on the main items of government expenditure, includ-

ing measures intended to enhance retirement incomes, and to reduce reliance 

on the Age Pension. The 2015 Intergenerational Report explicitly acknowledges 

three pillars of Australia’s retirement income system: the Age Pension, compul-

sory superannuation, and voluntary saving. However, as with previous reports, it 

neglects the critical role played by a fourth pillar in protecting the living standards 

of older Australians – that of owner-occupied housing.26 

All reports have ignored the impact of current poli-

cies, and of economic and demographic trends, on 

older households’ present and future housing out-

comes. This might be explained by two current facts: 

(i) relatively few older households do not own their 

own home; and (ii), public rental housing partially 

protects the living standards of many of those who 

do not own. 

However, for reasons discussed below, the number of older income- and asset-

poor households is likely to grow rapidly over the next 40 years and many of 

these are likely to be in the private rental market. 

“ …the number of older income- and 

asset-poor households is likely to grow 

rapidly over the next 40 years and 

many of these are likely to be in the 

private rental market.” 



T h e  s u p e r  c h a l l e n g e  o f  r e T i r e m e n T  i n c o m e  p o l i c y

75

Population growth and ageing

The first reason is simple: Australia’s population is growing and ageing. Current 

projections suggest the number of Australians aged 65 years or older will more 

than double in the next 40 years.27 If the proportion of older households living 

independently as renters remains the same as it has for the past 40 years, then 

in 2054 the number of older renters will also more than double – from around 

300,000 households in 2014, to more than 600,000. If the proportion of older 

LER households remains the same, most of these older renters will be income- 

and asset-poor. 

The following reasons are more insidious: it is likely that the assumptions made in 

these simple projections provide too conservative an estimate of the numbers of 

older LER households forecast to face future hardship in the private rental market.

Decline of affordable rental housing 

Social rental housing

The first of these conservative assumptions relates to the changing structure of 

Australia’s rental system. Currently, most income- and asset-poor older renters 

are in the public rental system.28 However, since the mid-1990s, the absolute 

number of dwellings in public rental has declined by 50 per cent to 4 per cent of 

Australia’s total dwelling stock.29 See Figure 4. 

Moreover, current social housing allocation criteria place mental illness, addiction 

issues, physical disability, and domestic violence ahead of housing affordability 

problems. While this policy remains, future generations of older LER households 

are less likely to access social rental dwellings. Thus, as the number of renters 

increases, a growing share will end up in the private rental market. If there is no 

increase in the number of social rental dwellings available for older households, 

the share of LER older households in the private rental market could increase 

from a current share of less than two out of every five renter households, to 

almost seven out of every 10.30 

Figure 4 
SOCIAL RENTAL DWELLINGS, 1990 TO 2015

Source: updated from Yates (2013, p116) op.cit.
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Private rental housing

The private rental market, however, is ill-prepared to cope with this growth. There 

have been significant and growing shortages of dwellings that are affordable for 

low income renters.31 Despite a growing number of low income households, the 

stock of low rent dwellings has been steadily declining for more than a genera-

tion. See Figure 5. 

A shortage of affordable and available rental dwellings for low income renters 

means older LER renters are less likely to be able to find dwellings that meet 

their needs. This increases their risks of facing both non-economic and economic 

hardship. In the absence of significant policy change, the likelihood is that short-

ages will continue over the next 40 years or so. In the future, this will exacerbate 

the affordability problems and other issues faced by older private renters. 

Declining home ownership

The second of the conservative assumptions made (in estimating a doubling of 

the number of older renters by 2054) is that the proportion of older renters will 

remain at 15 per cent – that is, the same over the next 40 years as it has been 

over the past 40 years. 

This presumes the home ownership rate of over 65s will remain at 85 per cent. 

It also presumes that home ownership rates of those currently under 65 will be 

sustained at levels that gave rise to the current rate for those over 65. But this 

is unlikely. Since the 1990s or even earlier, economic and demographic factors 

have pushed dwelling prices to a point where first home buyers face significant 

affordability constraints. As a result, for well over 30 years, there have been signif-

icant reductions in home ownership rates among successive cohorts of younger 

households.32 See Figure 6. 

Figure 5 
PRIvATE RENTAL DWELLINGS, 1996 TO 2011

Source: Hulse et al. (2014, p19), op.cit. 
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Figure 6 

AGE-SPECIFIC HOmE OWNERSHIP RATES, 1991 TO 2011

Source: Australian Bureau of Statistics, Census of Population and Housing (stated years) customised data (excludes records where tenure 
not stated)
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Table 5 
PROJECTIONS OF OLDER RENTER HOUSEHOLDS by AGE GROUPS, 2008 TO 2028, SELECTED yEARS

age of reference 
person 2008 2013 2018 2023 2028

65–74 Private renter 79,600 105,700 137,000 158,500 184,700

Public renter 46,500 62,200 81,700 94,700 110,700

Total renters 126,100 167,800 218,700 253,200 295,300

75–84 Private renter 52,200 54,000 62,000 84,300 108,700

Public renter 31,800 32,200 36,600 49,600 64,100

Total renters 84,000 86,200 98,600 133,800 172,900

85+ years Private renter 14,400 18,600 20,900 23,100 28,000

Public renter 8100 10,400 11,500 12,500 15,000

Total renters 22,500 29,000 32,300 35,700 43,100

All households  
aged 65  
and over 

Private renter 146,200 178,200 219,900 265,900 321,400

Public renter 86,500 104,800 129,700 156,800 189,800

Total renters 232,600 283,000 349,600 422,700 511,300

Source: National Housing Supply Council projections based on McDonald–Temple household growth scenarios.
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These declines have been most pronounced for households in the bottom two 

income distribution quintiles. See Figure 7.33 Some of the more recent declines 

for relatively affluent younger households are offset by a small proportion who are 

renters, but who have become first-time purchasers as landlords.34 

As each cohort moves through middle-age and into retirement, it is unlikely home 

ownership rates can fully recover from their current 30+ year lows. Income and 

net wealth data (in Figures 1 and 2) suggests that, without considerable assis-

tance from intergenerational wealth transfers, households who do not become 

home owners while relatively young are unlikely to have sufficient economic 

resources to change their tenure status as they age. If this is the case, an 

increased proportion of households will reach retirement without the protection 

provided by the fourth pillar of Australia’s retirement income system, and without 

the social rental housing safety net. These households will be forced to rely on the 

private rental market.

Increasing inequality

The third of the conservative assumptions made is that the proportion of income- 

and asset-poor households in rental housing will remain constant. Since the early 

1980s, despite an overall growth in household incomes, there has been a clear 

trend of rising income inequality. Wealth inequality has also risen, particularly 

because of increased wealth of the very rich.35 

Increasing income and wealth inequality are likely to mean that advantaged 

households will increasingly squeeze disadvantaged households out of property 

ownership. This is already happening in some markets – investors, who tend to 

have greater borrowing capacity than first home buyers, add to price pressures 

and squeeze out less advantaged first home buyers.36 

Figure 7 
HOmE OWNERSHIP RATES by INCOmE FOR yOUNGER HOUSEHOLDS, 1988 TO 2011

Source: Australian Bureau of Statistics Surveys of Income and Housing, years indicated. Results derived from ABS Basic CURF data
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What might be done about it?

Housing makes a critical contribution to sustaining the living standards of older 

households who are income-poor but asset-rich in retirement. Hence, the chal-

lenge of how to ensure the living standards of those who are income-poor and 

asset-poor must start with housing. 

Experience suggests that many households are at risk of experiencing high levels 

of economic hardhip if they have to rely on the private rental market to meet their 

retirement housing needs. This suggests the most critical response is to reverse 

the decline in the supply of affordable rental housing, in particular, the declining 

share of social rental housing.37 

Increasing or restructuring Commonwealth Rent Assistance to ensure that retire-

ment income is adequate to cover rental costs may provide a short-term or 

stop-gap solution. However, it is unlikely to provide a long-term solution unless 

there is a simultaneous increase in the supply of affordable rental housing. Without 

this, any increased rent assistance will simply be passed through to increased 

rents. It is important to increase the supply of affordable housing that is suitable 

for older households, and to ensure that it remains suitable and affordable.

A more fundamental set of solutions might focus on the 

difficult task of improving housing affordability in general. 

Current and past inquiries into housing affordability provide 

an overview of the broad range of potentially viable policies 

that would work both by increasing the supply of housing 

to meet the needs of new households, and by reducing 

demand for housing from existing households.38 Many 

policy ideas, such as increased infrastructure provision 

(potentially funded through value capture), lie outside of 

what is generally regarded as ‘housing’ policy. Many others often appear too 

politically difficult and are set aside. These include the options of extending land 

tax to include owner-occupied housing; including the family home in the assets 

test; re-assessing the current tax treatment of housing (including negative gearing 

and the discount on the capital gains tax for investors, or the exemption of owner-

occupied housing from the capital gains tax); and the introduction of a wealth or 

inheritance tax.

Australia could make a fundamental shift towards redistributive policies with the 

capacity to reduce the growing intra- and inter-generational inequalities in income 

and wealth that contribute to the loss of control over older people’s lives. Unless it 

does so, the retirement living standards of income- and asset-poor households – 

people like Tom – are unlikely to improve. 

“ It is important to increase the 

supply of affordable housing that is 

suitable for older households, and 

to ensure that it remains suitable 

and affordable.” 
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trends in home ownership’, Housing Finance International, Winter, pp 6–13. Hulse et al (2011) op.cit. p 26 use survey data to provide 
a similar chart showing the marked change in middle-age cohorts in the private rental market between 1990 and 2009–10. The 
case that the contraction in home ownership rate for the 25–34 year olds and 35–44 year olds was, in fact, greatest in the decade 
1981–91,and contraction since then has been somewhat less can be found in Burke, T, Stone, W and Ralston, L (2014) Generational 
change in home purchase opportunity in Australia, AHURI Final Report No.232. Accessed at http://www.ahuri.edu.au/publications/
projects/51002, 12 November 2014. In the 15 years since 1996 alone, Census data shows a disproportionate increase in the number 
of older households renting privately with 31 per cent increase in the total number of older households but a 79 per cent increase in 
the number who are private renters (author’s calculations based on customised tabulations from census data).

33 See also Burke et al 2014, op.cit. 

34  Estimates from the 2011–12 ABS survey suggest around 7% of 25–34 year old renters owned a rental property with more than 80% 
of these being in the top 2 income quintiles.

35  An analysis of income inequality over a 30 year period can be found in Whiteford, P 2015, ‘Inequality and Its Socioeconomic Impacts’, 
Australian Economic Review, vol. 48, no. 1, pp 83–92. Data on wealth inequality is more sparse. Evidence of increasing inequality over 
a relatively short period can be found in Finlay, R 2012, ‘The distribution of household wealth in Australia: evidence from the 2010 
HILDA survey’, Reserve Bank of Australia Bulletin, March: 19–27. Accessed at http://www.rba.gov.au/publications/bulletin/index.html, 
28 December 2012.

36  Reserve Bank of Australia (RBA) 2014, Submission to the Inquiry into Affordable Housing. Accessed at http://www.rba.gov.au/
publications/submissions/inquiry-affordable-housing/index.html, 26 February 2014, p3. In its September 2014 Financial Stability 
Review, accessed at http://www.rba.gov.au, 26 September 2014, the RBA reported that 80 per cent of all investor housing debt was 
held by investor households in the top two disposable income quintiles (and only 3 per cent by those in the bottom 2 quintiles).

37  A number of suggestions as to how this might be done are provided in Hulse et al 2015, Supply shortages and affordability outcomes 
in the private rental sector: short and longer term trends, AHURI Final Report No.xxx. At http://www.ahuri.edu.au, forthcoming. 

38  Many of the following suggestions are included in the Senate Economics References Committee report 2015, op.cit.
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