THE CASE FOR A
HOUSING AGGREGATOR
The housing capital aggregator’s objective
is to enable large-scale private investment
in Affordable rental housing.
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A paradigm shift is required in the
Australian property market.
Treating homes as financial assets has generated wealth
for some, but has also led to an undersupply of affordable
rental housing, contributing to rising homelessness. The
Housing Capital Aggregator provides a pathway to further
expand Australia’s property productivity towards this
unmet demand.
It proposes to pool private institutional
investment into construction capital for this
key social infrastructure, which can
be unlocked by future recurrent
government co-investment.

a portfolio of low-risk investments in affordable
rental housing

➤ Complement the NHFIC’s existing debt
finance aggregation with an investment
tranche based on a future government funding
mechanism

Currently, investment in affordable rental
housing is frustrated by perceived risk and
inconsistent pipeline. The Housing Capital
Aggregator’s due diligence and pooling of
projects’ underpinning government subsidy
will allow ‘patient investors’ to receive solid
returns plus meaningful social impact. Finally,
super funds can achieve scale in the low-risk
affordable housing ecosystem of NRSCHregulated counterparties and near-zero
vacancy driven by tremendous unmet demand.

Source: Cohn Reznik LLP,
Housing Tax Credit
Investment and Operational
Performance, April 2018

Housing aggregators are well established overseas. Over the last 30 years they have provided
construction funding for nearly 2 million affordable dwellings in the US, based on a permanent
recurrent funding program there. Proportionate to the population of Australia, this equates to
200,000 affordable rental dwellings, or about 6,500 per year.

THE HOUSING
AGGREGATOR WILL:
➤ Enable private institutional investors to create

U.S. AFFORDABLE
HOUSING CAPITAL
AGGREGATORS

➤ Bring transactional efficiency and scale to
capital investment in housing

➤ Confront documented market failure
in Australia by expanding affordable rental
housing supply, which is essential to
ending homelessness
and increasing productivity

Social Infrastructure like this is also
beginning to be recognised as an asset
class in its own right in Australia, with
appealing counter-cyclical cash flows or
a neutral correlation with economic growth.
When compared to the typical core asset
classes, this affordable rental housing
social infrastructure provides diversification
into a mixed asset portfolio, as well as
sound risk-related returns and meaningful
social impact.

KEY TERMS
AFFORDABLE RENTAL HOUSING
An overarching term that includes all social/public, community, key worker and
subsidised housing that is rented at below 80% of market for the purpose of
meeting documented community need.
CRA
Commonwealth Rent Assistance is a non-taxable income supplement payable
to eligible people who rent in the private rental market or community housing.
CHPs
Community Housing Providers provide housing for people on very low to moderate
incomes or those with additional needs. Housing is often built-for-purpose
property developed by CHPs and provided through their professional tenancy
and property management capacities. CHPs are government-regulated by the
NRSCH and almost all are not-for-profit organisations.
NHFIC
The National Housing Finance and Investment Corporation is a Commonwealth
statutory authority dedicated to improving housing outcomes. The NHFIC offers
loans and grants to encourage investment in housing, with a particular focus on
housing that is affordable to people on very low to moderate incomes.
NRSCH
The National Regulatory System for Community Housing aims to ensure a well
governed, well managed and viable community housing sector that meets the
housing needs of tenants and provides assurance for government and investors.

HOW IT WORKS
The Housing Capital Aggregator is a means for
passive institutional investors to access large,
diversified portfolios of affordable rental dwellings
that are developed and/or managed by non-profit
CHPs based on the other existing and potential
feasibility layers of land contributions, government
income supports, cross-subsidy with market
dwellings, tax exemptions, mandatory inclusionary
zoning, and NHFIC debt.

The Housing Capital
Aggregator (HCA)
is established as a tax-exempt
company limited by guarantee.

CAPITAL POOL

A Fund will be established as a unit
trust with charitable status, managed
by trustee that is a wholly-owned
subsidiary of the HCA.
The HCA will have responsibility
for project due diligence and
financial reporting to the
institutional investors.

THE HOUSING CAPITAL
AGGREGATOR (HCA)

Capital investment occurs
via fixed or floating Debt
Instruments.
The HCA fund issues subordinated
loan notes to investors based
on tenor and underlying risk profile
of recurrent government subsidy
backing the affordable rental
housing projects.
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Affordable Rental
developments can still access
established debt funding from
the NHFIC based on existing CRA
and rental cash flows.

Affordable Rental Homes
would be recognised as a
new asset class, with appealing
counter-cyclical cash flows
or a neutral correlation with
economic growth.

A new government subsidy
paid over time will form the debt
repayments to investors in the HCA
Fund and thereby unlock up-front
private investment into
affordable rental housing.

Affordable rental homes would
be categorised as
Social Infrastructure a growing
asset class in the global
investment landscape.

THE MAJOR NEEDS IDENTIFIED
SUBSIDY STREAM
The Housing Capital Aggregator requires government commitment
through a robust perpetual stream of recurrent concessions or other financial
co-investment. Investors are unlikely to consider large-scale investments
without the credibility of this government incentive. Australian governments
are increasingly recognising the connection between housing expansion and
productivity. When a new subsidy incentive becomes available to unlock
private investment, the capital aggregator will be ready to maximise its impact.
TRANSACTION EFFICIENCY
The Housing Capital Aggregator will provide the financial sophistication
and scale required by the capital markets to invest in the granular asset
profile of affordable rental housing. Standardised documentation and
transaction streamlining will be developed to ensure the value-for-money
efficiencies and tax exemptions of the non-profit community housing sector
are magnified, not lost, through aggregation.

ABOUT THE CONSTELLATION PROJECT
The Constellation Project is a growing network of organisations
and individuals collaborating across sectors to drive action on
homelessness in Australia.
Founded by the Australian Red Cross, Centre for Social Impact,
Mission Australia, and PwC Australia, Constellation is focused on
delivering practical solutions that are co-designed with people who
have lived experience of homelessness.

DEVELOPING A BUSINESS CASE
A business case for the Housing
Capital Aggregator’s asset class and
return profile is being developed by
CHIA and a group of cross-sector
participants working together as part
of The Constellation Project.
THE PROJECT WILL:
► Engage specialist legal and tax
advice in efficient fund structure and
ownership of affordable housing pools,
► Outline appropriate asset class
allocation for aggregated affordable
housing funds, and
► Support the affordable housing
funding program that CHIA will
outline in its upcoming
December budget submission.

ABOUT CHIA
The Community Housing Industry Association (CHIA)
is the national peak body representing all housing
providers, big and small. As a member-funded
organisation, CHIA is not reliant on government
funding, enabling it to be an independent voice
shaping social and affordable housing policy and
programs at a federal level.

