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Abstract: As in many other nations, the Australian Government implemented monetary and fiscal
policies in response to the COVID-19 pandemic to aid economic recovery. Among these policies were
specific measures to assist first home buyers (FHBs) in entering the housing market. However, these
unprecedented economic policies might have other direct and indirect implications on FHBs, which
have yet to be thoroughly explored in the literature. To fill this gap, through a survey, we collected
information via public and online mortgage broker platforms from 61 FHBs who successfully entered
the housing market or were actively searching during the pandemic. The results found COVID-19
economic responses counterproductive for FHBs, pushing them to a more disadvantaged position due
to an overheated property market. In addition, since the onset of the pandemic, property prices have
risen significantly, exacerbating housing inequality as FHBs increasingly rely on intergenerational
family support, take on more financial risk, and relocate to regional areas due to fear of missing
out. The study highlights the need for macroeconomists and housing policymakers to consider
these unintended consequences in formulating policies that minimise the adverse effects of economic
stimulus measures.

Keywords: COVID-19; economic stimulus packages; first home buyers; housing inequality; externalities;
intergenerational family support; New South Wales

1. Introduction

There has been a significant increase in real house price growth in most advanced
economies since the 1970s. Kishor and Marfatia [1] found a steady increase in average
real house price growth in 15 OECD countries, with Australia showing the highest aver-
age quarterly growth of 0.74% between March 1975 and December 2013. More recently,
Australia’s average quarterly house price growth of 2.77% ranked above Canada (2.33%),
the Netherlands (2.55%), the United Kingdom (1.28%), and the United States (2.55%) over
March 2020 and December 2021 [2]. Factors such as the rapid growth in house prices across
advanced markets, increasing neoliberal housing policies, and the recent issue of housing
financialisation, especially in countries with a capitalist sociopolitical background, have re-
sulted in a significant decline in the homeownership rate. In the United States, for instance,
the homeownership rate was below other advanced economies during 2000–2018 [3], and
this has caused heterogeneous effects among households in the country [4]. According to
a report by the Local Government Association [5], homeownership rates among young
people in the United Kingdom have decreased compared to 20 years ago. Similarly, an
Australian Parliament report prepared by Hall and Thomas [6] shows that home ownership
rates significantly declined between 1971 and 2016, particularly for the age group of 22–34,
which dropped from 57% to 44.6%. Various factors have accounted for this worsening
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home ownership. Acolin et al. [7], for instance, highlighted rigid lending criteria as a
critical barrier to entry. Bourassa and Shi [8] (2017) identified borrowing constraints and
ethnicity as contributing factors to the declining home ownership rate. The issue of income
growth failing to catch up with rising house prices was raised by Bourassa and Shi [8],
Blundell et al. [9], and Bangura and Lee [10,11]. Moreover, the use of housing investment
for speculative wealth generation has been evident recently [12].

The COVID-19 pandemic exacerbated the issue of home ownership, culminating in
the development of significant economic stimulus packages, some of which were targeted
at first home buyers (FHBs) either directly or indirectly [13]. In the United Kingdom, the
central bank reduced the cash rate by 65 basis points to 0.1% and the government introduced
a new mortgage guarantee scheme from April 2021 for home buyers with a deposit of almost
5% on homes with a cap value of GBP 600,000, together with the extension of the stamp duty
land tax exemption until June 2021 (International Monetary Fund (IMF) [14]). Further, the
Coronavirus Act 2020 offered more protection to social and private tenants by delaying the
period that landlords can evict tenants [15]. According to IMF [14], the COVID-19 response
policies of Fannie Mae and Freddie Mac in the United States include providing mortgage
forbearance for a period of 12 months and waiving related late fees, suspending reporting to
credit bureaus of delinquency that is related to forbearance, extending foreclosure sales and
evictions of borrowers to 60 days, and providing loan modification options. In Australia,
policies such as early superannuation withdrawal in two separate cases of AUD 10,000
each, home lending rate reduction, first home loan deposit scheme, and Homebuilder, a
cash grant to new home builders or significant renovators, are considered to have a direct
relationship with first home buyers (FHBs) [16], while income supplementary programs
such as JobKeeper and JobSeeker, as well as a moratorium on evictions, and mortgage
payment pauses are not directly targeted at FHBs, but they may have some financial
implications for this cohort in the housing market (economic responses to the COVID-
19 recession with direct and indirect benefits to FHBs are summarised in Appendix A).
The Homebuilder program was introduced by the former Commonwealth Minister for
Housing, former Commonwealth Treasurer, and the former Prime Minister of Australia on
4 June 2020 to propel economic growth and boost jobs in the housing construction sector
during the COVID-19 pandemic. Homebuilder provides eligible owner–occupiers a grant
to build a new home or substantially renovate an existing home. A grant of AUD 25,000
was offered to those contracts entered between 4 June 2020 and 31 December 2020, and later,
an AUD 15,000 grant was offered to eligible contracts entered between 1 January 2021 and
31 March 2021. The Treasury initial forecast of the Homebuilder was around 27,000 grants
at a total cost of approximately AUD 678.3 million across the country. However, by 24 June
2022, Homebuilder had successfully offered a total of 100,214 grants to eligible recipients,
with an approximate value of AUD 2.3 billion in total grant funding. This discrepancy
can be attributed to the resulting overheated residential construction industry caused by
heightened construction activities that culminated in significant material, land, and labour
supply issues (Australian Department of the Treasury (ADT) [17]). In the context of global
cities, such policies will help to mitigate the vulnerability that cities are prone to during
external shocks [18].

Despite the variation in the nature and scope of COVID-19 policy interventions across
nations, as argued by Blundell et al. [9], it is still glaring that the crisis will continue to
escalate inequalities among households. This raises questions around the success and
externalities of these intervention policies on potential FHBs. To address these questions,
we conducted a case study of New South Wales (NSW), Australia’s most populous state,
where affordable entry-level housing has declined significantly [11,19]. Further, Sydney, the
capital of NSW is the least affordable city of Australia in terms of housing and the second
least affordable globally [10,11,20]. This means that, being a highly urbanised city, Greater
Sydney will continue to experience what Ribeiro and Gonçalves [21] described as new and
continuing challenges in providing housing and other essential services. These reasons
make NSW an interesting case study. Our study focuses on the external impacts of stimulus



Buildings 2023, 13, 1203 3 of 22

packages on first home buyers (FHBs) during the COVID-19 pandemic. We assess the
effectiveness of these policies in promoting entry into the housing market and investigate
whether they provided direct or indirect assistance to FHBs in competing against other
market participants, such as investors or cash buyers.

This study contributes to the literature in the following ways. First, to the best of our
knowledge, the study is likely the first attempt to evaluate the effectiveness of economic
stimulus packages aimed at facilitating FHBs’ entry into the housing during the COVID-19
pandemic. Even though extensive studies have examined the effects of government policies,
such as fiscal stimulus and monetary policy interventions to aid economic recovery [9,22,23],
limited research has been carried out on the association between such policies and FHBs.
Given the decline in housing affordability, we examine whether government policies assist
or hinder FHBs in entering the housing market. The findings are strongly linked to cities’
resilience by highlighting the challenges that FHBs face in accessing affordable housing
during a global shock, such as the COVID-19 pandemic. Housing affordability is an
essential component of urban resilience as it affects a city’s ability to attract and retain
a diverse workforce, sustain local economies, and support social cohesion [3,18]. The
study’s emphasis on the unintended consequences of economic stimulus policies, such
as inflating property prices and exacerbating inequality, could inform policymakers in
developing more effective housing policies that promote urban resilience. By promoting
more equitable access to affordable housing, cities can become more resilient to withstand
global shocks [19].

Second, this study differs from previous COVID-19 research as it employs a qualitative
analysis, rather than quantitative modelling on empirical data, to investigate the externali-
ties of economic stimulus packages on FHBs for the first time. By using this approach, the
study can gain insights into the perceptions and experiences of FHBs regarding COVID-19
policies, which can reveal the complexity and subtlety of their perspectives. Through this
in-depth exploration of the issues, the study can develop a thorough understanding of
the subject matter, particularly the potential externalities of these packages on FHBs [24].
Specifically, FHBs may have unique experiences and perspectives on COVID-19 related
policies that may not be fully captured by quantitative modelling. A qualitative analysis can
provide a more comprehensive understanding of their experiences. Further, a qualitative
analysis can help to uncover the diversity of these effects. By exploring the experiences of
FHBs, the study can shed light on the specific challenges and opportunities faced by this
group during the pandemic. By understanding the perceptions and experiences of FHBs,
policymakers and practitioners can develop more effective interventions and policies that
address the unique challenges faced by this group.

The rest of the paper is structured as follows. Section 2 presents the related literature,
while Section 3 discusses the data and methodology of the study. The findings and analyses
of the results are presented in Section 4, and Section 5 summarises the findings and presents
the policy implications.

2. Literature Review
2.1. The Affordability Crisis

The number of FHBs in the market has fluctuated in recent years, despite the multiple
stimulus packages provided by State and Federal Governments. In times of economic
distress, FHBs are provided with an opportunity to purchase at potentially subdued prices
and benefit from increased government stimulus. Examples can be seen in first home
ownership loan commitments spikes during the post-global financial crisis (GFC) recession
and again after the COVID-19 recession (Australian Bureau of Statistics [ABS] 25). While
these increases are significant, they were short-lived, as sharp increases are followed by
sharp corrections [25], suggesting that the underlying affordability issues remain [16].
These affordability issues continue for FHB and can be linked to limited wage growth
since the GFC in 2008 [26]. Disinflation, deregulation, and a surge in home lending have
continued to fuel house price growth [27], exacerbating the difficulty to entry [12]. Pawson
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et al. [12] stated that a critical global indicator of declining affordability is an increasing
house price to income ratio, in which Australia, particularly Sydney, has seen dramatic
increases [28]. Over time, the home loan interest rate reduction and, more importantly, the
home lending assessment rate reduction, has increased individual borrowing capacity [12].
As expected, house prices increased accordingly, further intensifying the difficulty of entry
or increasing “the deposit gap” [12]. Kohl [29] suggests that even if this gap is bridged,
young people today are often still worse off than their parents due to house prices reaching
unpredictably high levels. Sydney, in particular, has become a near-impossible market
to enter for FHB without significant assistance, with the median house price over 54%
higher than the national average at $1,410,133 (Real Estate Institute of New South Wales
(REINSW) [30]).

First home ownership in Australia has become increasingly complex, with considerable
research reviewing deteriorating affordability [10–12,19,31,32]. Young people, in particular,
have struggled to obtain home ownership, with many accepting that the situation will likely
remain unchanged for the foreseeable future [32,33]. A recent survey by Genworth [34]
further supports this sentiment, with FHBs continuing to “adjust their expectations” and
even conceding that their first home purchase will not be their ideal home but rather a
way of entering the market. An uneven playing field contributes, with investors receiving
substantial tax benefits when holding or selling property, leaving first home buyers unable
to compete [19]. Bangura and Lee [11] found that an uneven playing field exists between
first home buyers, with affordability rates more sensitive to determinants within different
geographical submarkets, such as Western Sydney compared to the Eastern Suburbs. While
initial research suggested that supply and demand are some of the main determinants
of housing affordability [10], further research proposes that an increase in supply would
improve rates of affordability to various degrees depending on geographic locations,
such as Western Sydney versus the inner-west [11]. Conversely, post-GFC, as apartment
construction boomed, Sydney continued to experience strong asset price inflation [35].

2.2. The Financialisation of Housing

Financialisaton of housing means housing is being treated as a commodity instead of
a social good and, as such, it has become a significant investment option and a vehicle to
generate wealth [36]. The financialisation of housing has also fuelled investors’ shares of
new home lending, as investor home loans surpassed owner–occupier home loans for the
first time in NSW in 2017, which indicates strong housing investment activities [37]. Whilst
this trend was subdued in more recent years due to the Australian Prudential Regulation
Authority (APRA) restrictions on investment lending [38], mid-2021 saw a resurgence of
investors in the market [39], whilst the number of FHB fell significantly [25]. Continued
financialisation, encouraged through economic motivators such as favourable tax policies
or financial deregulation, promotes further price inflation as property is used as a specu-
lative wealth generator [12,19,40]. The effectiveness of housing as an investment vehicle
compared with major asset classes such as stocks further promotes the financialisation
of housing as a wealth generator [41]. Further, numerous studies also suggested that
property is an effective investment vehicle with strong inflation-hedging capacity [42,43].
Even though the financialisation of housing would encourage investors’ involvement in
this sector, it could also cause unprecedented house price volatility and periodic booms
and busts [44]. Importantly, Bangura and Lee [45] offered some empirical evidence to
suggest that areas with high level of housing investor activities (e.g., Western Sydney) are
prone to housing price bubble as housing investors tend to engage in speculation activities.
Neoliberal economic policies such as negative gearing intensifies investor demand and
worsens the housing affordability crisis [46]. Morris [19] posits that, while every govern-
ment policy supports housing financialisation, affordability issues continue. Cook and
Ruming [47] expand further in suggesting that financialisation also involves financialised
home ownership in which owner–occupiers would band together to influence planning
and development outcomes to maximise their returns. Contrary to standard expectations,
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this mode of financialisation occurs through the restriction of densification, with owner–
occupier’s influence on planning authorities limiting housing supply [47], which in turn
can inflate an area’s property prices.

From 1996 to 2006, financialisation increased significantly as lending deregulation
occurred, resulting in significant house price appreciation [40]. In the literature on hous-
ing financialisation, while some studies supported further financialisation as a route to
increased home ownership, the vast majority found financialisation to be a driver of in-
creased inequality with significant negative externalities such as the global financial crisis
and great recession [12,19,36,48]. Yanotti and Wright [40] found that a 1% increase in
average gross income or current rental income is linked to a 12.8% and 18.7% increase
in the likelihood of residential property investment, respectively. This suggests that due
to a mindset of continued financialisation, increased wages may work against first home
buyer affordability. The analysis gives credence to the inadequacies in market-driven
solutions to economic crisis raised by [22], causing varying economic consequences across
Australia. Wealth disparity resulting from the financialisation of housing, for example, was
seen in Canada from 1996 to 2010 and again from 2011 to 2017, where significant wealth
inequality caused an increase in asset prices and household debt-to-income ratios [48].
Pawson et al. [12] described this characteristic of financialisation in the developed world as
the reconstruction of welfare.

2.3. The COVID-19 Economic Crisis

The onset of the COVID-19 pandemic has had a significant impact on the broader
economy and property markets [49,50]. As the COVID-19 pandemic began to affect global
economies, governments across advanced economies developed substantial economic stim-
ulus programs. Australia’s stimulus packages are centred on the premise of economic
recovery, predominantly supporting businesses in maintaining payroll by issuing additional
cash support through small business cash boosts, tax waivers, and government-supported
business loans [51]. Other supports included extraordinary superannuation withdrawals
for individuals in hardship and first home buyers’ support through government finance
guarantees and new home building grants. This suite of policies looked to maintaining
employment under the ideology of promoting businesses as the way out of Australia’s first
recession in close to 30 years [51]. Further fiscal support was provided through quantita-
tive easing and the continued reductions in the cash rate to record low levels [52]. The
efficacy of budgetary support is well known and supported during times of deep economic
recession. However, to dampen interest rate risks, a lengthened debt maturity structure is
considered [53]. The unprecedented level of government debt required to support these
stimulus measures will thus become an additional concern for young people today, who
will inevitably be tasked with repaying the resultant debt [32]. Further, expansionary fiscal
policy in historically low interest rates, whilst driving the economic recovery back to full
employment [36], favours property investors to the detriment of first home buyers, as
house prices will continue to escalate [12].

The significant effort in maintaining control of the COVID-19 virus, combined with
extensive financial stimulus, provided the basis for a solid V-shaped economic recovery [54].
With Australia’s GDP back to pre-COVID levels [55], stimulus measures may have been,
in some instances, excessively similar to the GFC responses, which later resulted in an
interest rate rise from 3% to 4.75% to cool an overheated economy [56]. Although solid
growth in the first home buyer segment was seen in the December 2020 quarter, likely due
to stimulus packages and the Homebuilder Grant, this has since declined, with a fall of 1.9%
in April 2021 [57]. O’Callaghan and McGuirk [58] suggested that financial crises, such as the
COVID-19 recession, act as accelerants to financialisation, while Hall [59] posited that these
problems facilitate accumulation by dispossession via the transfer of assets as reduced cost
for future profit. As asserted by Harvey [60], accumulation by dispossession is becoming a
threat to the very existence of urban life and cities. Sassen [61] added that, in expanding
the operational space for advanced capitalism, people are at risk of losing possessions and
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poverty levels are likely to increase. This can also be observed through the aforementioned
neoliberalised workforce and the emergence of the “gig” employee [33]. The casualisation
of employment is prevalent in industries employing younger workers [23], and yet, many of
these casual workers received little from the government JobKeeper support program [33],
favouring multibillion-dollar businesses, many of which did not experience the required
30% drop in revenue [13].

Further stimulus was provided through continued expansionary monetary policy. In
the COVID-19 recession, Australia’s interest rates were at historically low levels, yet were
reduced a further three times through 2020 to 0.10% in 2021 (Reserve Bank of Australia
(RBA) [62]). As the actual depth of the recession developed, the RBA further announced
a quantitative easing program consisting of AUD 100 billion in state and federal bond
purchases [63]. By controlling the money supply, the RBA effectively ensured interest rates
remained at historically low levels to reduce the cost of borrowing, therefore supporting
the economy [63]. Given the stimulus being provided, Australia consequently enjoyed
a strong V-shaped recovery [54]. However, these policies might not necessarily enhance
housing affordability of FHBS. In fact, FHBs could potentially find it harder to purchase a
property due to the rapid increase in housing prices and the increased competition from
housing investors.

Even though the financialisation of housing has become prevalent, it has not been
examined in the context of the economic responses to COVID-19, especially with regard
to first home buyer externalities in NSW. This research reviews how economic policies
have shaped the landscape for first home buyers through the COVID-19 financial crisis,
contributing to the literature on monetary policy and first home buyers.

2.4. Conceptual Framework

Following the literature review, we adopted a conceptual framework that links gov-
ernment economic policies with the financialisation of the housing market to highlight
the externalities of COVID-19 economic responses. As illustrated in Figure 1, government
intervention through tax and other policies is often used to stabilise the economy, but this
may have some unintended consequences in the housing market. Even though Australia’s
COVID-19 economic responses stimulated business activities that led to relative business
stability, these policy actions might have caused wealth generation and other inadvertent
effects in the housing market. We, therefore, examine these policies and highlight the
concerning externalities for first home buyers in NSW.
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Figure 1. Conceptual framework.

The government often intervenes in the economy through policies such as taxation, but
this can potentially have unintended consequences in the housing market. Current taxation
policies of discount capital gains tax and negative gearing are encouraging the assetisation
of housing [64], promoting investor activity and further pressuring house prices [46]. In
addition to these tax benefits, monetary policy, such as quantitative easing and the persis-
tent reduction in the cash rate to record-low levels, can be a further stimulus for investing,
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with approximately 80% of investors financing their investments [40,52], which provides
additional tax benefits. Such policies can be depicted as additional protection from the
risk presented to property owners, promoting an already increasing inequality [35]. Even
though expansionary monetary and fiscal policies can be viewed as effective government
policy instruments for stimulating productivity during times of economic crisis [65,66],
concurrently, overstimulating an economy can lead to increased inequality, creating un-
intended barriers for first home buyers due to the ever-increasing deposit gap associated
with these economic policies [12,67].

Further, the state’s role in the property market has evolved from the welfare state
crisis in the housing sector to a more neoliberal paradigm of governance. Seminal work
by Harvey [68] has traced the genesis of these transformations in urban governance as a
passage from administrativism/management to entrepreneurship/urban entrepreneurship
in the early 1970s, built on the consensus that those cities adopting a more entrepreneurial
posture would have greater positive benefits for their populations. Urban governments
offered incentives to attract external sources of financing, new direct investments, or sources
of employment, often at the risk of the public sector and benefit of the private sector [68].
This is also evident in the financialisation of the housing market [36].

As discussed earlier, the financialisation of the housing market refers to the treatment
of housing as a commodity for wealth accumulation, financial asset, or profit maximisation
via financial speculation, leading to a rapid increase in housing prices [69,70]. The term
financialisation is also used to describe the growth in influence of financial actors around
the globe as well as the socioeconomic transformations that this growth has produced.
The prevalence of this use has conditioned access to housing and housing security for
populations, increasing inequalities in living conditions, causing socioterritorial segregation
and increasing poverty levels (Ng et al.) [71]. This trend has been driven by a shift in
investment strategies following the global financial crisis of 2008 and it has resulted in
ongoing housing affordability challenges in many countries, including Australia.

Given its financialisation, housing is seen as a gateway to financial security via the
accumulation of land and generation of wealth [48,64]. Aalbers [69] asserts that the fi-
nancialisation of housing has become a significant driver of housing market dynamics
worldwide. The author highlights that the global financial crisis of 2008 was a turning
point in the financialisation of housing, as it marked the moment when investors and
speculators began to turn to real estate as a safe haven for investment. This shift resulted in
a significant increase in housing prices, which has continued to this day. Similarly, Murry
and Collins [70] suggest that the financialisation of housing has contributed to the ongoing
housing affordability crisis in Australia. The authors argue that the commodification of
housing has led to a focus on profit maximisation rather than meeting the housing needs of
the population, resulting in rapidly rising housing prices that make it difficult for many
Australians to access affordable housing. This was intensified by the removal of investor
restrictions in 2018 [38].

Based on the information presented, it can be concluded that the financialisation of
housing for profit has become a common practice in the housing market. However, fiscal
and monetary policies implemented to address the COVID-19 economic crisis are likely
to exacerbate the existing affordability crisis, potentially to the detriment of first home
buyers. Taxation policies currently in place encourage investor activity and further drive up
house prices, while monetary policies such as interest rate reductions incentivise investing,
contributing to increasing inequality.

3. Data and Methodology
3.1. Primary Data Collection

Primary data were collected from currently active, or recently successful, first home
buyers across NSW, with a complete list of survey questions in Appendix B. The respon-
dents must have been looking or have purchased after March 2020, when significant
COVID-19-related economic policies and stimuli began to take effect. Survey response data



Buildings 2023, 13, 1203 8 of 22

were stored online. However, all participants remain anonymous. The initial questionnaire
was pretested with five anonymous respondents. The pretesting of the drafted instrument
resulted in several question-flow adjustments, creating more clarity, improving the consis-
tency of the results given the precise nature of the questions, and supporting the survey
results’ dependability. According to Flick [72], this ensures the data and information are
“congruent with the purpose of the research”.

Primary Data Sampling

The total number of new first home buyers with loan commitment ranges from AUD
2104 to AUD 3640 per month, from March 2020 to August 2021, is 55,202 [25]. The sample
population is estimated to be many times higher given the number of unsuccessful home
buyers in the market each month, along with new prospective first home buyers. The total
population was estimated firstly by analysing the total possible number of property buyers,
being singles and couples aged between 20 and 55 years old. Buyers outside this age bracket
are deemed outliers due to the difficulties they would generally face in obtaining finance,
lack of income or work experience, or proximity to retirement. As displayed in Table 1, ABS
data were used to estimate a total purchasing population of 3,867,147. Of this population,
25% are estimated to be living as couples [73], reducing the number of buyers, singles, and
couples to 2900,360. Finally, the latest home lending indicators show that first home buyers
make up 31.4% of all new lending commitments. In the absence of statistics on the number
of would-be first home buyers, we used this figure to proxy the percentage of potential first
home buyers, both looking and successful, being 910,713. While this figure aims to include
potential first home buyers over a broad age spectrum, the average age bracket of FHLDS
participants is between 25 to 29, with one in nine recipients under 40 years of age (National
Housing Finance and Investment Corporation [NHFIC] [74]), potentially due to income or
property requirement restrictions.

Table 1. Primary data population calculations.

Description Calculation Data Source

A Population of NSW between 25 and 55 years old 3,867,147 (ABS 2021c)
B Reduction to account for 25% being couples 966,787 (ABS 2021d)
C Possible FHB adjusted for couples (A–B) 2,900,360 n/a

D FHB make up 31.4% of new lending
commitments (C × 31.4%) 910,713 (ABS 2021a)

Respondents, first home buyers across NSW, were accessed and sourced through the
mortgage broking industry and a public online platform. Given the sample population
size, distribution of indicators, and geographically spread nature of possible respondents,
along with feasibility and budgetary constraints, the study used purposive nonprobability
sampling [75]. To ensure participant anonymity, the survey link was distributed publicly,
and online mortgage brokers were requested to distribute the survey instrument to possible
participants to voluntarily complete the questions. The study consisted of 61 respondents
from both platforms across the determined subgroups throughout NSW, and the summary
statistics of the respondents are presented in Table 2. Even though we obtained a good
variegation of respondents, time and funding constraints created a limitation to the number
of survey responses captured and the reproducibility of the results
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Table 2. Summary statistics of respondents.

Panel A: Dwelling Types Percentage

Units 56%
Houses 44%
Panel B: Price Range Percentage
Between AUD 500,001 and AUD 800,000 35%
Between AUD 800,001 and AUD 1,000,000 33%
Between AUD 1,000,001 and AUD 1,250,000 10%
Between AUD 1,250,001 and AUD 1,500,000 20%
Above AUD 1,500,001 2%
Panel C: Employment Status Percentage
Full-time employee 73%
Self employed 17%
Part-time employee 5%
Unemployed 5%
Panel D: Household Pre-tax Income Percentage
Less than AUD 100,000 14%
Between AUD 100,001 to AUD 150,000 30%
Between AUD 150,001 and AUD 200,000 29%
Between AUD 200,001 and AUD 250,000 10%
Between AUD 250,001 and AUD 300,000 10%
More than AUD 300,0001 7%
Panel E: Total Deposit Percentage
Less than AUD 100,000 18%
Between AUD 100,001 and AUD 150,000 32%
Between AUD 150,001 and AUD 200,000 16%
Between AUD 200,001 and AUD 250,000 14%
More than AUD 250,001 20%

3.2. Data Analysis Methods

Following Creswell and Poth [76], a qualitative approach was used to analyse the
collected data. This approach offers a deeper and more meaningful understanding of
the research questions. We used the Nvivo software to conduct the qualitative analysis
of the survey responses by creating thematic, multipart stratification, complemented by
some descriptive statistics such as averages and percentages. In using Nvivo nodes, initial
deductive codes were created to begin the analysis. Significant parent, child, and second
child codes are listed in Table 3. Once analysis started, additional inductive codes were
added to increase the variegation, forming data-driven themes [77]. Additional literature
on the subject topic, such as industry publications, financial press, and complementary
research papers, supplemented the data collection.

Table 3. Significant code connections.

Parent Codes Significant Child Codes Significant Second Child Codes

1—Which Economic policies are of significance to
FHB?

Business supported through COVID-19 JobKeeper payments

Neoliberal economics

Record low interest rates

2—Are first home buyer policies relevant to the
target demographic?

FHOG statistics Falling FHBs number

NHG statistics

FHLDS statistics

3—What are the externalities of COVID-19 economic
responses for FHB?

Property as a wealth generator Real estate as a driver of the economy

Decreasing affordability
Deposit gap

Slow or no wage growth

FHB sentiment
Reduced expectations for first property

Negative attitude towards market sentiment

Bank of Mum and Dad

Inequality

Increasing property prices

Migration for affordability
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4. Findings and Analysis

We developed several themes both deductively and inductively to analyse and provide
insight into the study. As represented in Figure 2, themes emerged around increasing
house prices and inequality, and this is linked to many of the main Nvivo nodes. Many
child nodes bore relation back to the two main themes, which can be closely related to
affordability. Subthemes were also identified, such as increased reliance on Bank of Mum
and Dad (BMD), housing to support market growth (financialisation), and the increasing
deposit gap. Through the analysis of both primary and secondary data, these themes are
represented and investigated through the number of references to their parent nodes.
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4.1. Property Prices Increased Significantly since the Pandemic

A key theme identified in the analysis was the significant role that house price gains
played over the course of the research period. Nvivo parent nodes relating to increasing
property price movements represents a significant theme, as outlined in Table 4. While no
single factor adequately explains the acute price changes, the most frequently referenced
driver was interest rate, with almost 28 direct references, and more indirect references. As
a result of the sustained astronomical increase in housing prices, 23 references noted that
they had to relocate for relative affordability. Further, 18 surveyed respondents stated they
reduced their expectations of the property type due to the increase in house prices.
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Table 4. NVivo parent nodes relating to house price increases.

Parent Node Node Description References

Decrease in affordability
Overall references to decreasing affordability across
multiple child nodes, such as a deposit gap, slow
wage growth and APRA servicing rate changes.

[46]

Record low interest rates Links between record low interest rates, affordability,
and increasing house prices. [28]

Property as a wealth generator
References to the use of housing to generate wealth.
Child nodes include reference to flipping, renovating
for profit, and financial speculation.

[22]

Migration to assist purchase References to moving out of an existing location to
assist with purchasing (cheaper locations). [23]

Increasing property prices Direct discussion on increasing property prices. [21]

Reduced expectations of FHBs References to FHBs having to reduce their
expectations of the type of property they can afford. [18]

[Survey] Government grant asset/income
caps not appropriate

Survey responses on the appropriate asset caps
considering Sydney house price levels. [14]

One of the respondents stated “The first homeowner grant is capped at AUD 70,000
which in Sydney is almost nothing in any area. It is like you get disadvantaged for
working hard and having a well-paying job”. Another respondent stated “Sydney home
buyers should have more appropriate grants because nothing is cheap”. One more noted
that “there is no reversal in the trend of housing prices making home ownership a mere
pipedream”. The responses generally indicate that the rapid increase in housing prices
during the pandemic is correlated to low interest rate, which poses a serious challenge for
first home buyers. The RBA utilised monetary policy as an economic stimulus measure,
reducing the overnight cash rate to 0.10% and implementing a significant bond-buying
program [78]. The low overnight cash rate is an impetus for lending institutions to offer
home loans at the lowest housing interest rates in 40 years. While the aim of the government
is to support household and business cashflow through the COVID-19 recession [78],
existing homeowners have also experienced a significant increase in their personal wealth.
From March 2020, the total market value of Australian property market increased from
approximately AUD 7.3 trillion to almost AUD 9 trillion by June 2021, with over 40% of
this value located in NSW [25]. This occurred despite initial consensus that house prices
would experience significant decline due to the COVID-19 recession, including estimated
losses of up to two-thirds in some instances [57]. With tightened lending criteria since May
2022, housing market dynamics in 2021–2022 differ from the 2020–2021 situation, with
less first home owner activity and increased competition between owner–occupiers and
investors [79].

Further, as initially suggested by Pawson et al. [12], one of, the barriers, if not the main
barrier, to entry for FHBs is the “deposit gap”, which has increased dramatically with house
prices. ABS statistics from the June quarter of 2020 to the June quarter of 2021 demonstrate
that Sydney alone has seen property price increases by nearly 20% (ABS 25), with ANZ
Bank forecasting further rises into 2023 [80]. In response, the Minister for Housing in
Australia “expand the New Home Guarantee for a second year, providing an additional
10,000 places in 2021–2022. First home buyers seeking to build a new home or purchase
a newly built home will be able to do so with a deposit of as little as five per cent” [81].
Our findings clearly support previous studies and policy statements that highlighted the
excessive increase in house price in Sydney during the pandemic.
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4.2. An Uneven Playing Field Promotes Inequality

Inequality was by far the most referenced category in the FHB surveys, with almost
48% of participants attributing the difficulties faced by FHBs to investors and existing
homeowners receiving significant advantages. Of note are references to the inability to
compete with “investors” or “cash buyers”, who are seen to easily outbid FHBs. Further,
removal of neoliberal economic policies, such as negative gearing and capital gains tax
waivers, were often promoted as possible solutions to FHBs affordability. One respondent
specified that “negative gearing and concessions on capital gains are giving undue advan-
tage to investors”. The Nvivo parent nodes relating to inequality are represented in Table 5.
These results reflect the findings of Adkins et al. [69], who argued that such inequality is the
byproduct of expansionary economic policies, with inflating house prices being the single
largest driver of consumer demand in the Australian economy. These findings are also
consistent with Gallent and Madeddu [82], who highlighted the widening inequalities in
the distribution of housing wealth prompted by COVID-19. These inequalities are expected
to have varying and long-term effects in terms of housing wealth [83].

Table 5. Nvivo parent nodes relating to inequality.

Parent Node Node Description References

Inequality References to inequality relating to FHBs. [9]

Taking extra financial risks
FHBs taking additional risks to expedite their
purchases, due to affordability and the fear of
mission out (FOMO).

[14]

Increasing delays to purchase Increasing time required to save a deposit. [10]

Bank of Mum and Dad Discussions relating to BMD, and their increasing
involvement in the home buying process. [18]

[Survey] Not a level playing field
References to the uneven market conditions faced by
FHBs compared to existing homeowners, specifically
wealthy investors.

[18]

Neoliberal economics References to neoliberal economic policies. [16]

The rapid growth of house prices during the pandemic was also documented by
Hughes [84]. They found that prices have increased with unbridled volatility, and that up
to 5% of buyers could not resist capitalising on the gains by selling their property within
the first 12 months. While such windfall gains benefit existing homeowners, it highlights
that prospective FHBs are hampered as their affordability reduces. Further, the significant
“deposit gap” raised by Pawson et al. [12] expands along with house prices, which has
resulted in FHBs taking between 2 to 9 months longer to save a deposit [85] (Powell 2021).
As such, only 27.2% of prospective FHBs are considering paying a 20% deposit, down from
34.1% in 2020 and 40.7% through 2019 [34]. The growing inequality raised in this study
is consistent with previous findings, suggesting that prospective home buyers are taking
on increased financial risk for the benefit of existing homeowners looking to capitalise on
market conditions.

4.3. First Home Buyers, Government Grants, and the Bank of Mum and Dad

From the Nvivo parent nodes relating to government grants and the Bank of Mum and
Dad in Table 6, of the survey respondents, 72% were potentially within the qualification
criteria for government assistance of some form, and yet only almost 30% were able to
access the support. This highlights the importance of government assistance to FHBs [16].
Further supporting the sentiment, over 70% of responses do not believe the government
is adequately supporting FHB, with suggestions that government grants are just inflating
property prices, fuelling the issues further [86]. Utilisation of the “Bank of Mum and Dad”
continues to play a key role, with 21% of respondents receiving a gift to assist with their
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deposit, and just under 12% receiving a guarantee. These findings are supported by a recent
study of FHB in which over 22% of respondents asked their parents for direct financial
assistance, and 12% discussed family guarantees [34]. Similar findings were reported in
the UK by Druta and Ronald [87], who found that parents were more willing to offer
more significant amounts for entry to the market than for any other purpose. Further,
whilst FHB participation numbers have increased overall, the experience continues to be a
difficult one. Over 71% of survey respondents noted that their purchase price range had
increased through the research period, and over 83% of respondents noted that the process
has become harder. As stated in previous studies, this situation remains bleak for FHB,
with the potential to own a home continuing to be linked to the financial status of one’s
parents [88].

Table 6. Nvivo parent nodes relating to government grants and BMD.

Parent Node Node Description References

First home buyer statistics Statistical references to changes in FHB
market composition. [14]

Bank of Mum and Dad References to the use of the “Bank of Mum and Dad”,
including attitudes towards asking for financial assistance. [18]

Accessibility to FHB government References to both positive and negative FHB outcomes in
relation to accessing government support. [22]

[Survey] Attitudes towards
government support

Cumulative FHB attitudes towards government support
adequacy and accessibility. [23]

4.4. Additional Themes for First Home Buyers

Developing on top of predetermined deductive codes, additional themes and common-
alities were identified as reported in Table 7. Our results that 23 respondents noted the need
to relocate for affordability reasons and 18 reduced their expectations for their first property.
This is supported by statistics provided by the National Housing Finance and Investment
Corporation [74], as they noted that buyers under the New Home Guarantee (NHG) are
mostly concentrated in outer Sydney rings or greenfield locations, where significant new
homes are being built, some up to 90 kilometres away from their previous residences [74].
This is also consistent with Bangura and Lee [10], as they highlighted that some priced-out
residents tend to move to other parts of Greater Sydney with relative affordability such
as Western Sydney and cities that are closer to Greater Sydney and commute to work.
While COVID-19 has promoted relocating for lifestyle reasons, such as additional space, or
work from home flexibility [89], the research focused more on affordability issues faced by
FHB. In correlation to FHB statistics on migration for affordability [90], it was commonly
noted that FHB expectations of their borrowing ability have been reducing, with most
conceding they are unable to purchase their “ideal” property [34]. Research conducted by
Genworth [34] found that in the current climate, 77% of FHB believe it is more important
to purchase “any kind” of property, not just their “ideal” home. The sentiment is further
supported by Powell [85] who found that more FHB will compromise on the type of prop-
erty and location, likely driven by “fear of missing out” (FOMO). Externalities identified
throughout the research relate mainly to FHB disadvantages due to an intensifying property
market, overheated by expansionary monetary and fiscal policies. While positive outcomes
do exist, such as the momentary increase to first home buyer participation, or slight increase
in affordability due to lower interest rates [34], many would-be FHBs are left feeling that
they will never bridge the gap to homeownership [91].
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Table 7. Nvivo parent nodes relating to FHB externalities.

Parent Node Node Description References

Migration for affordability or lifestyle References to FHBs needing to move out of their desired
areas to afford to purchase the property they want or need. [23]

Reduced expectations for first property FHB attitudes towards purchasing a home have been
realigned to fit affordability measures. [18]

FHB sentiment References to varying FHB sentiment towards current
market conditions. [21]

5. Conclusions and Implications

The COVID-19 pandemic led to Australia’s first recession in 30 years, prompting the
government to implement significant monetary and fiscal stimulus measures that facilitated
a rapid economic recovery. However, these measures had both direct and indirect effects
on first home buyers (FHBs) in NSW, raising questions around the link between COVID-19
and economic stimulus packages on FHBs, their effectiveness in promoting entry into the
housing market, and their role in supporting FHBs amid competition from investors and
cash buyers. To address these questions, a conceptual framework was developed, drawing
on the housing financialisation to explore the externalities of COVID-19 economic policy
responses. The study utilised a qualitative design with primary data sources to provide a
comprehensive understanding of the issue at hand.

Primary data were collected via an anonymous survey of FHB who had been actively
looking or had completed a purchase since March 2020. A total of 61 respondents were
sourced through a public platform and the mortgage broking industry, which were cate-
gorised into various demographics, such as financial capacity, location, level of government
assistance, or purchase price. To facilitate the analysis, Nvivo software was used to generate
a deductive and inductive coding structure. By examining the gaps highlighted, we make
the following contributions to the literature with three important findings.

This study provides a novel exploration of the relationship between COVID-19 and
economic stimulus packages on first home buyers (FHBs) and reveals that the externalities
of these policies are having unexpected consequences. Despite some positive outcomes,
such as short-term increases in FHB participation due to lower interest rates, the overheated
property market fuelled by expansionary fiscal and monetary policies is disadvantageous
for many prospective FHBs, who fear they may never be able to afford homeownership.
Consequently, FHBs with FOMO are modifying their expectations and behaviours, such as
relocating to more affordable regions or taking on higher levels of debt or risking rushing
into a property without completing thorough due diligence, only to find issues with the
property once they moved in. This study’s findings have implications for policymakers and
macroeconomists, highlighting the need to mitigate the unintended negative consequences
of economic stimulus policies on potential FHBs.

Second, this study is likely one of the first to evaluate the effectiveness of economic
stimulus packages aimed at facilitating FHBs’ entry into the housing market during the
COVID-19 pandemic. More than 71% of the survey participants noted a rise in purchase
prices during the study period. Furthermore, 83% of respondents claimed that the process
has become more complex, making it more difficult to access homeownership. Although
72% of those surveyed were potentially eligible for government assistance in some way, just
30% were able to obtain support. Over 70% of respondents believed that the government
does not provide sufficient assistance to FHBs, suggesting that government grants only
inflate property prices, exacerbating the issue. These findings raise questions about the
long-term efficacy of such packages in assisting FHBs. These results can be used to develop
future economic stimulus packages or other housing policies aimed at facilitating FHBs’
entry into the housing market, particularly during global shocks.

The study’s third finding reveals an imbalanced property acquisition field for FHBs
during the COVID-19 pandemic despite several economic stimulus packages aimed at
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promoting homeownership. The FHBs’ surveys emphasised inequality as the primary
challenge faced by FHBs, with 48% of participants attributing the difficulties to investors
and existing homeowners’ significant advantages. Policies such as negative gearing and
capital gains tax waivers could intensify the issue of market entry. Expansionary monetary
policies also contribute to inequality by inflating house prices and driving consumer
demand. In turn, excessive property deflation is quickly addressed by governments, as
seen at the start of the COVID-19 pandemic. Consequently, FHBs have had to relocate,
lower their expectations, take on additional financial risks, or rely on intergenerational
support. These unintended consequences could trigger policy reversal to combat the
financialisation of the housing market to promote affordable housing and renting for FHBs.
These findings can also guide international housing policymakers in supporting FHBs in a
market with strong investor presence. While the study focuses on Australia, the results
offer valuable insights into delivering effective government stimulus policies, allowing
policymakers to allocate resources more judiciously.

Even though we examined the unintended consequences of COVID-19 economic
policies on first home buyers, our study has some limitations, which include the sample
size, the study period that was only limited to post-March 2020 when significant COVID-
19-related economic policies and stimuli began to take effect, and the study being limited
to the state of NSW only. Therefore, future research can expand the scope of this research
topic by examining various housing markets and targeting diverse demographics.
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Appendix A.

Table A1. Economic Policies Implemented due to Covid-19 and their Effects to FHB.

Policy Description Effect

JobKeeper Payments to businesses to support employment Indirect

JobSeeker Payments to individuals to support income Indirect
Small business cashflow boost Payments to businesses to support employment Indirect

Moratorium on evictions Tenants could not be evicted Indirect
Mortgage repayment pauses Mortgage holder could pause repayments Indirect

Government business loan guarantee Government guaranteed loans to small businesses Indirect
Early superannuation withdrawal Early access to superannuation in lump sums of $10,000 Direct

Interest rate reductions Reduction of interest rates to historically low levels Direct
Government bond purchasing Reduction in fixed interest mortgage rates to historically low levels Direct

First home loan deposit scheme Government guarantee of first home buyer mortgages Direct
New home guarantee Government guarantee for new home buying first home buyers Direct

HomeBuilder Cash grants to new home builders or significant renovators Direct



Buildings 2023, 13, 1203 16 of 22

Appendix B. First Home Buyer Survey

First Home Buyers in New South Wales
Q1 Have you purchased your first home since March 2020?
Yes (1)
No (2)
Display This Question:
If Have you purchased your first home since March 2020? = Yes
Q1a What was your previous postcode?
____________________________________________________________
Display This Question:
If Have you purchased your first home since March 2020? = No
Q1b What is your current postcode?
____________________________________________________________
Display This Question:
If Have you purchased your first home since March 2020? = Yes
Q2a What is your new postcode?
____________________________________________________________
Display This Question:
If Have you purchased your first home since March 2020? = No
Q2b What postcode are you looking to purchase in? If multiple choices, please enter
your preferred postcode.
____________________________________________________________
Q3 What type(s) of property did you purchase, or are you looking to purchase?

• Fully detached house (1)
• Semi detached house/Townhouse (2)
• Unit or apartment (3)
• Land and construction/Home and land package (4)
• Off the plan (5)
• Land only (6)
• Other (7) ___________________________

Q4 What was your final purchase price range, or estimated future purchase price range?

1. Less than $500,000 (1)
2. Between $500,001 and $650,000 (2)
3. Between $650,001 and $800,000 (3)
4. Between $800,001 and $1,000,000 (4)
5. Between $1,000,001 and $1,250,000 (5)
6. Between $1,250,001 and $1,500,000 (6)
7. Between $1,500,001 and $2,000,000 (7)
8. $2,000,000 and above (8)

Q5 Has your price range changed since March 2020?

• Greatly increased (1)
• Somewhat increased (2)
• The same (3)
• Somewhat decreased (4)
• Greatly decreased (5)

Q6 Are you a sole purchaser or do you have a partner(s)?

1. Sole purchaser (1)
2. Two purchasers (2)
3. More than two purchasers (3)
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Q7 What is your household pre-tax income bracket? (I.e combined income if you have
a partner/s)

1. Less than $100,000 (1)
2. Between $100,001 to $150,000 (2)
3. Between $150,001 and $200,000 (3)
4. Between $200,001 and $250,000 (4)
5. Between $250,001 and $300,000 (5)
6. Between $350,001 and $400,000 (6)
7. $400,001 and above. (7)

Q8 What is your employment type?

1. Full-time employee (1)
2. Part-time employee (2)
3. Casual employee (3)
4. PAYG contractor (4)
5. Self-employed (5)
6. Not currently working (6)
7. Other (7) ___________________________

Q9 What was your total deposit, or estimated total deposit if you have not yet purchased?

1. Less than $50,000 (1)
2. Between $50,001 and $75,000 (2)
3. Between $75,001 and $100,000 (3)
4. Between $100,001 and $125,000 (4)
5. Between $125,001 and $150,000 (5)
6. Between $150,001 and $200,000 (6)
7. Between $200,001 and $250,000 (7)
8. Between $250,001 and $300,000 (8)
9. Between $300,001 and $400,000 (9)
10. More than $400,000 (10)

Q10 Did you, or will you, be using a family guarantee?

1. Yes (1)
2. No (2)
3. Unsure (3)

Q11 Did you, or will you, be receiving a gift to assist with your deposit?

1. Yes (1)
2. No (2)
3. Unsure (3)

Q12 Do you have any dependent children?

1. No (1)
2. Yes, 1 (2)
3. Yes, 2 (3)
4. Yes, more than 2 (4)

Q13 Did you qualify for government assistance?

1. First Homer Owners Grant (1)
2. First Home Owners stamp duty concessions (2)
3. First Home Loan Deposit Scheme (3)
4. New Home Guarantee (for new homes only) (5)
5. Home Builders Grant (4)
6. Family Home Guarantee (for single parents) (6)
7. First Home Super Saver Scheme (7)
8. None (9)
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9. Other (8) ___________________________

Q14 Did you understand all the government assistance options that were available?

1. Definitely not (1)
2. Not really (2)
3. Unsure (3)
4. Somewhat yes (4)
5. Definitely yes (5)

Q15 If received, was government assistance easy to access?

1. Definitely not (1)
2. Not really (2)
3. Unsure (3)
4. Somewhat (4)
5. Definitely yes (5)
6. Not applicable—Did not receive (6)

Q16 How long were you, or how long have you been, trying to purchase a property?

1. Less than 3 months (1)
2. Between 3 to 6 months (2)
3. Between 6 to 12 months (3)
4. Between 12 to 18 months (4)
5. Between 18 to 24 months (5)
6. Over 24 months (6)

Q17 Do you feel it has become easier or more difficult to purchase a property since
March 2020?

1. Much more difficult (1)
2. More difficult (2)
3. About the same (3)
4. Easier (4)
5. Much easier (5)

Q18 Were you able to, or have you been able to, save more of a deposit in the last
18 months?

1. Definitely not (1)
2. Not really (2)
3. About the same (3)
4. Somewhat yes (4)
5. Definitely yes (5)
6. Not applicable to me (6)

Q19 Did you access any government Covid-19 support policies?

1. JobKeeper (1)
2. JobSeeker (2)
3. Early superannuation withdrawal (3)
4. Moratorium on evictions (4)
5. NSW disaster payment (5)
6. ATO cashflow or small business boost (6)
7. Debt repayment pause (7)
8. Instant asset write-off (9)
9. None (10)
10. Other (8) ___________________________
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Q20 Do you feel the government provides adequate assistance to first home buyers?

1. Definitely not (1)
2. Not really (2)
3. Unsure (3)
4. Somewhat yes (4)
5. Definitely yes (5)

Q21 In your opinion, what else do you think the government could do to assist first
home buyers?

______________________________________________________________________________
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