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FIRST HOME OWNER GRANT AMENDMENT BILL 2017 
Council’s Amendments — Consideration in Detail 

Resumed from an earlier stage of the sitting. 
Dr M.D. NAHAN: With the Treasurer’s forbearance, when we went through this issue when the bill first passed 
through this house, we were trying to ascertain the impact of the first home owner grant bonus. At that time the 
data the government had was really preliminary; I think it was on 17 May the Treasurer announced that the FHOG 
bonus was going to be eliminated. From the data I have, the impacts resulting from the lags with approvals were 
such that we really did not have much data. In fact, the government’s justification for the decision was based on 
data that Treasury had when it initially made the decision. I am going through that. Essentially, the government’s 
argument was that adding the bonus on a full-year basis would lead to 650 new homes, of which only 380 were 
expected to be new first homes; there would be a substitution effect. Since then, if we look at the grant data for the 
four months that apply and put it on an annualised basis, there actually would have been 3 226 new homes under 
the scheme, of which, using the same ratio of new–new homes to substitution, would have led to 1 952 new–new 
homes. Now that the data is there, has the Treasurer done any other work to find out what the impact was? The 
Treasurer decried it as a waste of money, but has he analysed the effect of his decision on new homes and the 
expansion of the first home owner grant bonus? Does he still think the decision he made was the correct one? 
Mr B.S. WYATT: I want to make one point first, and then I will make some broader comments around the 
question that the Leader of the Opposition asked, which is not an unreasonable question. My advisers have come 
prepared for the Council’s amendments but do not have some of that information; of course we can get that in due 
course. 
Dr M.D. Nahan: I would be more than willing to get it in due course. 
Mr B.S. WYATT: I just want to make one point: I do not think I described it as a waste of money, but that perhaps 
a more effective use of money could be used. I want to make this point in particular. Have I done any further 
analysis since we last debated this? No, but it is important to note that applications for the first home owner grant 
will continue to be received for the boost payment for contracts entered into from 1 January to 30 June 2017, 
bearing in mind that there is up to 12 months after the completion of the transaction to make that application. I will 
do that analysis in due course because I will be interested to see what the end result will be, compared with the 
advice I received upon which we based our decision, but this is going to take more than 12 months to flow through 
because of the time delay within which people can still make their applications for the boost payment. That is 
probably an unsatisfactory answer in respect of the information the Leader of the Opposition wants now, but that 
is just the reality because we know what people are like; they will do their transactions and slowly get around to 
applying for both the FHOG and the boost. 
Dr M.D. NAHAN: As the Treasurer knows, the FHOG has been around for a long time and it has been controversial 
as to whether it started around the time of the introduction of the GST. It was expanded periodically by various states 
and expanded again, I think, under Rudd’s stimulus package. I think in some states it got to $21 000. 
Mr B.S. Wyatt: Nationally. 

Dr M.D. NAHAN: Nationally. Does it just increase the price of the house? Once we make these decisions, it is 
important that we go back and test these things. Treasury officials are busy and often it is the government that 
makes the decision rather than Treasury officials, and appropriately so. I think it would be extremely useful to go 
back, since this is a test case, and it was during a period of real slowing in the market. Before the election, we got 
feedback from the industry, as no doubt the government did, that the housing market, after two years of being very 
overheated, was slowing dramatically, to the point that the industry was going to have a hard time retaining 
apprenticeships and other things. House prices were slowing expectations in the market and Keystart changes were 
being put in place, and the then opposition supported that move. 

That is past tense; I am not going to do a political dance on that, but it would be useful to find out whether these 
things actually stimulate the economy. Do they create jobs? When we put it in, we knew that the marginal costs 
would be very large; we were going for the margin, but everyone gets it. I knew that was a very high cost because 
it had no net impact in terms of growth, but this was the only legislative tool we had, unless we created a new one, 
and it was too late. 

Mr B.S. Wyatt: But it was also one you could start immediately. 

Dr M.D. NAHAN: Yes, that is right. It was easy to do and could be implemented for a time through administrative 
processes. We had no choice. It would be very useful, especially where housing markets have been jacked around 
by policy—not here but elsewhere—for Treasury, if it had a little spare time, or an analyst, to use this as a case 
study to see if it actually works. They could go to other times, like the time of the Rudd stimulus, although that 
was during a period when funding for houses generally collapsed because of the global financial crisis. The banks 
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just dropped out of the market so it was a period of shock. This is a more regular time. When the Treasurer initially 
answered the questions I had he gave the data he had from Treasury, but that was pre–FHOG bonus. Now that it 
is finished, I think it would be very useful if the Treasurer could provide me with an analysis: does this thing work? 

Mr B.S. WYATT: The Leader of the Opposition is right, and I would be interested in that data also. It is a question 
that has no doubt been debated across this country ever since the first home buyers grant was introduced to offset, 
to a certain extent, the effects of the GST. Has it had an impact over time? I guess people have different views on 
that, but the Leader of the Opposition is right: the previous government’s decision was not in response to a financial 
crisis; it was in response to a demand issue. It was a decision that state governments can make because, ultimately, 
the legislation follows some time after, but we can then, through administrative arrangements, get the money out 
the door at the time. I would be interested to know about that. In respect of new homes, we actually have until 
12 months after the completion of construction. We can see how long this can often take because it takes some 
time to build a home and then there are 12 months within which to apply. I would have thought that by the middle 
of next year we will probably have a pretty good idea about what the impacts were, bearing in mind that 
applications will still be coming through. I will look at that, because I  will be curious to know. 

By way of an aside, this is something that governments do. We have commissioned an external party to have a look 
at and analyse revenue forecasting by Treasury—this is something that happens from time to time—and how it 
has gone over the last decade. I am looking forward to that. We have had conversations in this place about iron 
ore in particular and who gets it right out of Treasury and the range of private sector forecasters out there. Who 
knows who gets those sorts of things right? It is probably getting a little bit easier now than it perhaps was when 
the Leader of the Opposition first became Treasurer because the futures market is a bit more mature than it was 
even four years ago. There is a little bit more data in the market to stick these things on. However, I will do, 
because I want to know whether the information I got when we made the decision delivered in the end when the 
activity in the market responded. It is probably a bit early yet, but hopefully by mid–next year we might have 
a better understanding and idea of whether it worked. Ultimately, coming back to the point the Leader of the 
Opposition raised at the beginning of his comments about whether the first home owner grant stimulates activity 
or simply stacks it into the sale price, I guess we could find data that proves both points if we look hard enough. 

Dr M.D. NAHAN: The information I have on applications indicates that some of the grants paid in October 2017 
clearly still included the bonuses, but applications received dropped back down almost to the pre-bonus level, but 
the minister would probably want grants paid for a period to determine that. 

Mr B.S. Wyatt: That won’t be for a while yet. 

Dr M.D. NAHAN: Yes, I would think so. We use a number of types of incentives for promoting house purchases, 
including conveyancing fees and other issues. It would be very useful if the minister looked at the most effective way 
to stimulate house purchases, if the government chose to do it. As the minister knows, we withdrew the FHOG on 
existing house purchases. We did that at the time because we had very high population growth and the restriction was 
on housing stock. I think some other states have done that. We followed New South Wales on that. There is an 
overheated market in the eastern states, which we never want to go through. That is my statement. However, if history 
repeats itself, after it slows in Melbourne, Sydney and Brisbane, investors will come over here. We need policies that 
are more effective in terms of spend per subsidy and also to make sure that we do not lob in subsidies that just build 
up the cost of the property with no gain whatsoever. This is a really vexing area. Now that we are in a subdued market, 
maybe it is time to have a review of various housing policies, at least to assist with house purchases. 
Mr B.S. WYATT: Ultimately, I think the Leader of the Opposition makes some good points. He is right; at various 
points over the years, all states have removed the FHOG arrangements on established home purchases for, I dare 
say, very similar reasons. I am probably not in a position to make a wise statement about the point the Leader of 
the Opposition made about the mechanisms that state governments have to stimulate activity in the new home 
market. There are a few things we can do. I will have a think about that, now that the Leader of the Opposition has 
posed the question. He is right; if we are going to look at these things, it is probably best to do it in a market that 
is a little more stable, which ours is. Yes, areas are still declining, but I think, by and large, we have a more stable 
market than New South Wales has had of late. The Leader of the Opposition is right; those markets fundamentally 
distort all sorts of other activities. New South Wales will have a problem in due course with its own budget, bearing 
in mind the build-up of revenue from stamp duty. 
Dr M.D. Nahan: They had an increase in stamp duty in one year of $7.5 billion. 
Mr B.S. WYATT: I read a piece in The Australian Financial Review by an economist who said that the New South 
Wales housing boom was having a bigger distortion on the national economy than our iron ore boom. I will have 
to go back and find that because I found it fascinating. I will have a think about that. There is a range of things we 
can do in the housing space, short of entering into those conversations that the Australian Capital Territory has 
pursued, which is about much more dramatic reform. But the Leader of the Opposition’s points are noted. 



Extract from Hansard 
[ASSEMBLY — Wednesday, 29 November 2017] 

 p6293b-6295a 
Dr Mike Nahan; Mr Ben Wyatt 

 [3] 

Dr M.D. Nahan: We struggled to do that because the ACT is a local government and a territory and has local 
government rates. 
Mr B.S. WYATT: Absolutely. The ACT also had very high average wages. It has a range of benefits, so those 
sorts of reforms are easier to exercise there, even over 20 years, than they are in normal states that have more 
issues to deal with. The other issue about this that was raised in a conversation I had with Treasurers is that even 
if we wanted to do that, there would be some negative GST implications. The federal government would have to 
be involved. The ACT’s budget is funded and it can do these things. There would be a penalty on states that would 
want to undertake this sort of reform process. There are so many moving parts in our fiscal federation, as the 
Leader of the Opposition knows. 
Dr M.D. NAHAN: The minister can rule it out of line, but I wrote him a letter about the GST and one of the issues 
that has come up repeatedly in the modelling is that the big aspect with the GST is that we have to minimise the 
redistribution impact on the other states; otherwise, the politics get rough. Christian Porter did some modelling for 
Treasury when he was Treasurer to exclude the territories from the pool and put them to the side—it is a very big 
sum—and then start where we are now and look at the impact of that and then move towards what the Productivity 
Commission is proposing, which is the average thing. If the minister did that modelling, I think he would find that 
in about four years, the distribution impact of moving to the Productivity Commission’s proposal—that is, having 
the commonwealth fund the territories—would not be that hard. 
Mr B.S. Wyatt: I imagine that that would then require the commonwealth government to agree to do what it used 
to do and pick up the cost of the territories that the GST is now funding. 
Dr M.D. NAHAN: Yes. It is easy for the ACT. Why does it get any money? It is because the commonwealth does 
not pay taxes—the biggest business in town. The other issue is that if we took Aboriginality out of the 
Northern Territory, it would not have a big claim at all. It is all Aboriginality. We could make an argument that 
the Northern Territory should address that issue; therefore, we would not have the phenomenal fight with 
Tasmania, South Australia or the other states, which is what is going to block the reform. I have written to the 
minister and asked him whether he can do the modelling. I am not playing politics; I am going to submit it to the 
Productivity Commission. 
Mr B.S. Wyatt: No. That is good. If Christian Porter did some of this—I know there are some challenges in getting 
work done under former governments—hopefully I should be able to get some of it. 
Dr M.D. NAHAN: The Productivity Commission wants to see it. I was told that the best modellers are in the state 
Treasury. 
Question put and passed; the Council’s amendments agreed to. 
The Council acquainted accordingly. 
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