
The Real Returns of Australian
Property Investment

Luke Metcalfe
Founder and Chief Data Scientist

Microburbs Research

December 2025

Executive Summary
This analysis examines 42,184 leveraged investment property transactions from the Microburbs
listings database, covering Australian houses sold between 1996 and 2025. The dataset was
filtered to include only properties where we had high confidence in sale prices, where listing
characteristics indicated investment properties, and where there was no renovation, rebuild, or
newly built home—isolating pure market returns from value-add activities.

The analysis models a typical leveraged investor scenario: 20% deposit, 80% loan-to-value
ratio, interest-only repayments at historical average rates, and standard holding costs including
maintenance, land tax, property management, and agent fees at sale. Tax effects include negative
gearing benefits (at a 49% marginal rate including Medicare levy), building depreciation (Division
43 capital works deductions), and capital gains tax with the 50% CGT discount for assets held
longer than 12 months.

Key findings:

• 77.3% of transactions resulted in a net profit after all costs and taxes
• The top 10% of investors achieved net annualised returns of 14.2% when holding for 1–2

years
• Properties held 4–6 years achieved the highest median net annualised return at 4.7%
• Short-term holds (under 1 year) produced a median loss of -8.2% annually
• Returns varied substantially by region, with Greater Darwin recording a negative median

return of -1.0%

1 Key Findings

1.1 Net Annualised Return Distribution by Holding Period

Annual returns varied significantly based on holding period. The table below shows the full
percentile distribution across five holding period brackets.

n = 42,184 transactions. Net annualised return calculated as

(1 + ROI)(1/years) − 1

where
ROI = NetProfit

BuyPrice
.

Net profit includes rental income (after tax), depreciation benefits, and deducts all holding costs,
transaction costs, and CGT.
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Table 1: Net Annualised Return Percentiles by Holding Period

Hold Period 10th %ile 25th %ile Median 75th %ile 90th %ile

0–1 years -39.2% -21.2% -8.2% 1.8% 8.7%
1–2 years -15.1% -4.6% 2.3% 8.9% 14.2%
2–4 years -3.9% -0.1% 4.5% 9.0% 13.2%
4–8 years -0.9% 1.6% 4.5% 7.4% 10.6%
8–32 years -0.8% 1.5% 3.6% 5.4% 7.1%

Figure 1

Short-term transactions (under 1 year) exhibit the widest dispersion and lowest median returns.
Transaction costs—including stamp duty and agent fees—represent a larger proportion of returns
over shorter periods, contributing to negative median outcomes for holds under 12 months.

1.2 The Optimal Holding Period Depends on Investor Performance

The data reveals divergent optimal strategies depending on investor outcomes:

For the median investor, the sweet spot is 4–8 years. This holding period delivers the highest
median returns (4.5% annually) while allowing sufficient time for transaction costs to be amortised
and for market cycles to play out favourably.

For elite investors (90th percentile), the best returns came from 1–2 year holds at 14.2% annually.
These top performers captured sharp market upturns and exited before mean reversion eroded
gains. Their returns declined steadily with longer holding periods—from 14.2% at 1–2 years
down to 7.1% at 8–32 years.

For poor-performing properties (10th percentile), longer holding periods reduced losses. The
10th percentile improved from -39.2% annually for sub-1-year holds to just -0.8% for 8–32 year
holds. Time allowed underperforming markets to recover.

2 Median Returns with Sample Sizes
A more granular breakdown shows the sample sizes underlying each holding period bucket.
Properties held 4–6 years recorded the highest median net annualised return at 4.7%.

Note: Excludes transactions with annual returns exceeding 20% (likely data anomalies or
renovations not captured by filters).
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Table 2: Median Net Annualised Return and Sample Size by Holding Period

Holding Period Median Net Annualised Return Sample Size

1–2 years 2.27% 4,247
2–4 years 4.55% 8,190
4–6 years 4.70% 6,301
6–8 years 4.30% 5,120
8–16 years 3.49% 12,141
16–32 years 3.99% 2,136

3 Median Financial Outcomes by Holding Period
The table below shows median values for key financial variables across holding period brackets.

Table 3: Median Financial Metrics by Holding Period

Hold Period Buy Price Sell Price Rental Income Deprec. Benefit Interest Paid Net Profit Net Return

0–1 years $577,000 $575,000 $23,614 $2,066 $15,467 -$30,029 -8.2%
1–2 years $550,000 $617,500 $48,832 $3,929 $32,274 $17,196 2.3%
2–4 years $500,000 $650,000 $98,046 $7,126 $57,995 $62,946 4.5%
4–8 years $440,000 $674,250 $196,451 $12,512 $99,694 $125,315 4.5%
8–32 years $360,000 $650,000 $404,543 $21,324 $185,235 $184,025 3.6%

Median values. Tax benefit from negative gearing was $0 at the median across all holding
periods, indicating positive taxable rental income for the typical transaction.

4 Beating the Bank

Approximately 47.7% of transactions achieved net annualised returns above 4% (a reasonable
benchmark for after-tax returns on bank deposits). The proportion varied by holding period:

Table 4: Proportion of Transactions Beating 4% Net Annualised Return

Hold Period % Beating 4%

0–1 years 19.3%
1–2 years 42.8%
2–4 years 52.9%
4–8 years 55.1%
8–32 years 44.2%

5 Regional Performance

Returns varied considerably across Australia’s Greater Capital City Statistical Areas (GCCSAs).
The table below shows the full return distribution for each region, sorted by median return.

6 Sample Distribution by State

7 Financial Mechanics
This section details the complete revenue and cost model used to calculate net returns.
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Table 5: Net Annualised Return Percentiles by Region (GCCSA)

Region 10th %ile 25th %ile Median 75th %ile 90th %ile

Greater Hobart -5.2% 1.3% 5.6% 7.9% 12.9%
Rest of Tasmania -5.9% 2.0% 5.2% 9.2% 14.0%
Rest of NSW -2.6% 1.9% 4.5% 7.2% 10.8%
Greater Brisbane -1.1% 2.1% 4.4% 7.1% 10.6%
Greater Adelaide -0.2% 2.4% 4.4% 6.9% 10.5%
Rest of Victoria -6.1% 1.3% 4.4% 7.5% 11.2%
Greater Sydney -2.3% 1.3% 4.0% 6.3% 8.8%
Rest of Queensland -4.5% 0.1% 3.9% 7.4% 11.3%
Rest of SA -5.1% -0.3% 3.4% 6.6% 11.7%
ACT -23.1% -3.7% 2.8% 5.9% 10.9%
Greater Melbourne -5.2% -0.8% 2.3% 4.9% 7.5%
Greater Perth -3.0% -0.7% 1.6% 5.5% 10.3%
Rest of WA -7.7% -2.1% 1.5% 5.9% 11.2%
Rest of NT -5.3% -3.3% -0.1% 2.0% 5.0%
Greater Darwin -7.4% -2.9% -1.0% 1.6% 3.7%

7.1 Return Metric Definition

The primary metric reported is the net annualised return on the total asset value (buy price),
calculated as:

Net Annualised Return =
(
1 + NetP rofit

BuyP rice

) 1
Y earsHeld − 1

This measures the compound annual growth rate of the investor’s total capital deployed,
accounting for all costs, income streams, and tax effects. It differs from return on equity, which
would measure returns against only the cash deposit.

7.2 Net Profit Calculation

Net profit incorporates all cash flows during ownership:

Net Profit = Sale Price - Purchase Price - Stamp Duty - Agent Fees - Maintenance Costs - Land
Tax - Interest Paid
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Table 6: Transaction Count by State

State Transactions

Queensland 14,849
New South Wales 10,708
Victoria 7,081
Western Australia 5,323
South Australia 2,434
ACT 1,137
Tasmania 371
Northern Territory 282

+ Rental Income (after tax) + Tax Benefit (negative gearing) + Depreciation Tax Benefit - CGT
Payable

Revenue components, tax treatments, and detailed assumptions are described in the PDF and
summarised below.

8 Methodology

8.1 Data Source

The analysis draws on the Microburbs listings database, which aggregates property transaction
records across Australia. The initial dataset comprised 5,857,875 property hold records for
houses with confirmed sale transactions.

8.2 Filtering Steps

The sample was progressively filtered to ensure data quality:

1. Transaction type: Only properties with a confirmed sale at both buy and sell dates

2. Property type: Houses only (excluding units, townhouses, and other dwelling types)

3. Investment property identification: Properties filtered to include only those identified as
investment properties

4. Renovations and rebuilds: Properties with evidence of renovation, rebuild, or new con-
struction were excluded to isolate pure market returns

5. Outlier removal: Transactions with abnormally high returns were excluded as likely data
anomalies or undetected value-add activity

6. Rental data match: Only properties with actual advertised rental data during or near the
holding period were retained

The final sample comprised 42,184 transactions.

8.3 Calculation Assumptions

9 Limitations
Survey and selection biases are discussed in the PDF. Key limitations include survivorship and
selection bias (only sold properties are included), assumptions about a single marginal tax rate,
approximated interest rates, simplified land tax rates, and possible undetected renovations.

5



Table 7: Model Parameters

Parameter Value

Deposit 20% of purchase price
Loan-to-value ratio 80%
Loan type Interest-only
Vacancy rate 3%
Maintenance rate 1% of purchase price p.a.
Property management fee 7% of gross rent
Agent commission 2.5% of sale price + $10,000
Land value ratio 60% of purchase price
Building value ratio 40% of purchase price
Division 43 depreciation rate 2.5% p.a.
Marginal tax rate 47%
Medicare levy 2%
CGT discount 50% (for holds > 12 months)

10 Conclusion

This analysis of 42,184 Australian investment property transactions reveals that 77.3% of investors
who sold without renovating made a net profit after all costs and taxes. Around three-quarters
of investors who held for 1–2 years achieved a profit, with a median net annualised return of
2.3%. The top 10% of investors in this bracket achieved net annualised returns of 14.2%.

The optimal holding period depends on investor performance. For the median investor, 4–6 years
represents the sweet spot at 4.7% net annualised return—long enough to amortise transaction
costs and ride out short-term volatility, but not so long that mean reversion erodes gains. Elite
investors (90th percentile) achieved their best returns with shorter 1–2 year holds at 14.2%
annually, capturing sharp upturns before they reversed. Conversely, poor-performing properties
(10th percentile) benefited from longer holding periods, with losses narrowing from -39.2%
annually for sub-1-year holds to -0.8% for holds of 8–32 years.

These results should be interpreted with caution given the survivorship bias inherent in analysing
only sold properties. Investors’ tendency to hold losing positions means the true distribution
of investment property returns—including unrealised positions—may skew lower than what
appears in transaction data.

About Microburbs Research
Microburbs runs an independent data research program specialising in the study of Australian
residential property markets. The program draws on large-scale transaction records, rental
data, lifestyle, financial, commercial and geospatial variables to investigate market performance
and local economic patterns. Findings are produced without external sponsorship or industry
influence.

About the Author
Luke Metcalfe serves as Chief Data Scientist at Microburbs and oversees research methodology,
data curation, and quantitative analysis. His work involves applying statistical and computational
techniques to understand long-term housing outcomes.

6



Data source: Microburbs listings database, 1996–2025. Analysis conducted November 2025.
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