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This document is intended for general informational 
purposes only. The analysis in this report was 
commissioned by the Property Council of Australia and 
prepared by Mandala. 

Mandala is an economics research and advisory firm. 
Mandala specialises in combining cutting-edge data and 
advanced analytical techniques to generate new insights 
and fresh perspectives on the challenges facing 
businesses and governments.

Views and opinions expressed in this document 
are prepared in good faith and based on Mandala's 
knowledge and understanding of its area of business, 
markets and technology. Opinions expressed herein are 
subject to change without notice. No part of this 
document may be reproduced in any manner without the 
written permission of Mandala.

© November 2025

Note: All dollar figures are Australian dollars unless 
indicated otherwise. 
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Australia relies on foreign direct investment 
into the property sector to build our cities 
and support the economy 

However, additional taxes imposed on global 
institutional investors in Victoria and 
Queensland are deterring investment

Removing taxes on global institutional 
investors would deliver substantial economic 
benefits to Australia

21 of the last 25 years 
Australia has relied on global 
investment due to insufficient savings

$8.1B
in new foreign direct investment 
from 2026 to 2030

~40% lower
FDI investment (per capita) in Victoria 
and Queensland than New South 
Wales

$1 in every $3
of institutional investment in the 
property market over the past decade 
has been provided by international 
investors

$3.6B 
in total additional annual GDP 
from 2026 to 2030

53% reduction
in global institutional investment in 
Victoria since 2022 

FDI increases
access to credit, investment and jobs

No increase
in investment in Queensland despite 
strong economic tailwinds since the 
foreign surcharge was introduced

8,400 
Australian jobs supported from 
2026 to 2030

Executive Summary
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1

Taxes imposed on global institutional investors in Victoria 
and Queensland are deterring investment

Removing taxes on global institutional investors will unlock 
$8.1B in investment, add $3.6B to GDP and support 8,400 
Australian jobs. It delivers up to $10 in GSP growth per $1 
invested

Appendix

Global investment makes up 29% of institutional 
investment in the property sector and has increased access 
to credit, boosted investment and supported Australian jobs
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Australia relies on global capital to fund investment as domestic savings are 
insufficient for its capital requirements

Australia’s net investment position

% of GDP; gross savings minus gross capital formation; 2000 – 2024

Source: World Bank (2025) World development indicators – gross savings and gross capital formation; Mandala analysis.  

GLOBAL INSTITUTIONAL INVESTMENT IN PROPERTY
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Positive position – when Australia saves more than it invests

Negative position – when Australia invests more than it saves, meaning more international investment is needed to fill the gap

From 2020–2023, Australia became a net saver due to 
higher super contributions, pandemic savings and strong 
commodity prices. In 2024, Australia’s net investment 
position returned to trend as commodity prices fell.

https://data360.worldbank.org/en/dataset/WB_WDI
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Foreign buyers account for 51% of Melbourne CBD office transactions

29% of all institutional investment over 
the past decade has been provided by 
global investors

Top regions of origin for global institutional investment

$2025, billions; March 2025; 12-month rolling volume

Global institutional investment in the property sector as a proportion of total 
institutional investment
Proportion of global institutional investment; FY2016 – FY2025

Source: JLL REIS data analysed by Mirvac Research; MSCI data; Mandala analysis.
Note: 1. EMEA refers to the Europe, Middle East and Africa region.  
Source: MSCI Capital Trends Q1 2025 Report; Mandala analysis. 

The US is the dominant source of global 
institutional investment

GLOBAL INSTITUTIONAL INVESTMENT IN PROPERTY

32% 31%
29%

34%
36%

29%

25%
23%

21%

27%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

29%

US

Japan

Canada

EMEA1

Singapore

HK, SAR China

Other

China

$12B

$2B

$2B

$1B

$1B

$1B

<$1B

<$1B

More than 60% of global 
investment came from US 
sources in the 12 months to 
March 2025. Australia is often 
seen as a ‘safe haven’ for US 
investors in the APAC region.   

Investments from the United 
Kingdom, Germany, and the 
Netherlands make up the 
majority of EMEA investment. 
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Global institutional investment by property type

$2025, billions (adjusted for inflation); FY2011 – FY2025

Global institutional investment by state

$2025, billions (adjusted for inflation); FY2011 – FY2025

Historically, global institutional investment in the property sector has been centered 
in NSW and focused on office assets

GLOBAL INSTITUTIONAL INVESTMENT IN PROPERTY

50%

27%

15%

4%
3%

NSW

Vic

Qld

WA
SA

2%

Other

45%

22%

17%

10%

6%

Office

Other2

Industrial

Retail

Apartments1

$372B $372B

Note: 1. Apartments include build-to-rent developments and purpose-built student accommodation.2. Other includes types of property such as seniors housing and care, development sites and 
hotels. Source: MSCI data; MSCI Capital Trends Q1 2025 Report; Mandala analysis. 
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Access to more credit

Global institutional investment supports the economy by expanding access to 
credit, driving construction activity and increasing Australian employment

Source: Productivity Commission (2020) Foreign Investment in Australia; Stakeholder insights; Mandala analysis. 

GLOBAL INSTITUTIONAL INVESTMENT IN PROPERTY

More construction Increased Australian employment

Global institutional investors facilitate 
greater access to credit and lower 

financing costs. Increased capital flows 
from transactions of existing properties 

drives asset renewal and improves 
liquidity.

Global institutional investment can 
facilitate more construction, particularly 

for innovative or higher-risk projects. 

Global institutional investors boosts 
employment and skills by supporting 

construction jobs and sustaining ongoing 
roles in sectors such as retail and 

hospitality once projects are completed.

https://www.pc.gov.au/research/completed/foreign-investment/foreign-investment.pdf
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The Queen Victoria Building was saved 
by global investment, securing 370 jobs 

Timeline of the investment and restoration of the Queen Victoria Building 

Note: 1. Estimate based on QVB gross lettable area and the average employees per square metre in retail and 
personal services. 
Source: QVB (2025) History of QVB; NSW Government (2025) State Heritage Inventory; LinkReit (2021) Link 
Acquires Prime Iconic Retail Properties in Sydney, Australia; City of Sydney (2022) Floor space and employment 
survey 2022; Mandala analysis. 

GLOBAL INSTITUTIONAL INVESTMENT IN PROPERTY

2000s: Continued usage and interest

1960-1970s: Demolition threat

1983: Global investment

In 1959, the Lord Mayor announced 
demolition plans. Following the 
backlash, the building was saved but 
was ‘urgently in need of acquisition 
and preservation’.

Ipoh invested another $48 million to 
refurbish the building in 2008. In 2021 
Link REIT (Singapore) acquired a 50% 
interest for $0.5 billion. 

With no other funding available, 
Malaysian firm Ipoh signed a 99-year 
lease agreement with an associated 
$86 million in restoration funding. The 
restoration was completed in 1986. 

Global investment was required due to the limited availability of domestic funding in 
both private and public markets. There was also limited appetite for large-scale 
heritage restoration. 

Queen Victoria Building
Sydney CBD

90,000 daily visitors 

2nd highest annual turnover 
per square metre in Australia

370 employees1

https://www.qvb.com.au/centre-info/history-of-qvb
https://www.hms.heritage.nsw.gov.au/App/Item/ViewItem?itemId=5053525
https://www.linkreit.com/en/media/news-releases/link-acquires-prime-iconic-retail-properties-in-sydney-australia/
https://www.cityofsydney.nsw.gov.au/research-reports/floor-space-employment-survey-2022
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Global investment enabled the 
construction of a 365-bed student 
accommodation in Sydney

Project timeline 

Source: Stakeholder consultation; Mandala analysis. 

GLOBAL INSTITUTIONAL INVESTMENT IN PROPERTY

The project contributed $26M to government revenues:
§ $10.5M in capital gains tax
§ $7M in council contributions
§ $6M in stamp duty and land tax Student accommodation

Inner-Sydney

Homes for 365 residents

$82M in construction activity

20 ongoing employees

Project operational by 2025

Project conceived in 2018 

Capital raising required FDI

Property purchased in 2018 for the 
development of 365 student 
accommodation beds.

By 2025, the $232M project had been 
completed and was fully operational.

$63M capital raised, of which $50M 
was from global investment. 
Construction commenced by 2022.

100 construction workers
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1

Taxes imposed on global institutional investors in Victoria 
and Queensland are deterring investment

Removing taxes on global institutional investors will unlock 
$8.1B in investment, add $3.6B to GDP and support 8,400 
Australian jobs. It delivers up to $10 in GSP growth per $1 
invested

Appendix

Global investment makes up 29% of institutional investment 
in the property sector and has increased access to credit, 
boosted investment and supported Australian jobs
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What is 
the 
impact?

Victoria and Queensland have introduced specific taxes on global investors, which 
are the most burdensome out of all jurisdictions 

Note: Development refers to land that is to be modified for residential purposes. All rates are shown as the current value as of August 2025. 
Source: Victorian Government (2025) Foreign purchasers of property; Queensland Government (2025) Foreign companies and trusts; NSW Government (2025) Land tax; Clayton Utz (2024) 
Increases to surcharges for foreign investors in Qld and NSW and to land tax in the ACT: update; Mandala analysis.   

TAX IMPACT ON GLOBAL INSTITUTIONAL INVESTMENT

State or 
Territory 

Land taxes – ongoing, paid every year

Are there additional 
taxes on global 
investors?

What do 
these taxes 
apply to?

What is 
the rate?

NSW Surcharge land tax for 
foreign owners

Residential 
only 

5%

Duty rates – paid once-off at purchase

Are there additional 
rates on global 
investors?

What do 
these rates 
apply to?

What is 
the rate?

Surcharge purchaser 
duty

Residential 
and land 
development 
only 

9%

Vic
Absentee owner 
surcharge (AOS) 4% Foreign purchaser 

additional duty 
Residential 
and 
development 
land only 

8%

Qld Foreign surcharge

All land with 
exemptions 
for build-to-
rent 
properties

3% Additional foreign 
acquirer duty 8%

WA

N/A N/A

Foreign buyers’ duty Residential 
and 
development 
only 

7%

SA
Foreign ownership 
surcharge 7%

Tas
Foreign investor land 
tax surcharge 2% Foreign investor duty 

surcharge 8%

ACT
Foreign ownership 
surcharge 0.75% N/A N/A N/A

NT N/A N/A N/A

Impact of taxes and duties on global 
institutional investors

What is driving the impact?

Medium

Very high

N/A

Global institutional investors 
invest relatively small amounts 
in residential property (6% in 
apartments). These residential-
only land taxes and duties 
centre on improving housing 
affordability for Australians. 

Annual land taxes in Victoria 
and Queensland cover all 
property including offices and 
industrial. While Queensland's 
tax applies when foreign 
ownership reaches a 50% stake, 
Victoria's land tax applies when 
any foreign ownership exists. 
These taxes increase costs for 
investors, deterring investment 
and reducing economic activity. 

N/A

Very high

As in Vic, but 
does not 
apply if <50% 
foreign 
ownership 

https://www.sro.vic.gov.au/foreign-purchasers-of-property
https://qro.qld.gov.au/land-tax/calculate/foreign-company-trust/
https://www.revenue.nsw.gov.au/taxes-duties-levies-royalties/land-tax
https://www.claytonutz.com/insights/2024/september/increases-to-surcharges-for-foreign-investors-in-qld-and-nsw-and-to-land-tax-in-the-act-update
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Global institutional investment in the property sector by state 

Average annual global institutional investment by state; $2025 (adjusted for inflation) per capita; FY2023 – FY2025

Note: Figures are rounded to the nearest $1. 
Source: MSCI data; ABS (2025) National state and territory population; Mandala analysis. 

Victoria and Queensland 
already receive 40% less in 
global institutional investment 
per capita than NSW

TAX IMPACT ON GLOBAL INSTITUTIONAL INVESTMENT

On a per capita basis, Victoria and Queensland receive 40% 
less global institutional investment in the property sector than 
New South Wales. While New South Wales attracts $1,191 in 
global institutional investment per person, Victoria and 
Queensland only attract $690 and $685 per person 
respectively. 

Other states attract even smaller average amounts of global 
investment, with figures ranging from $23 per person in 
Tasmania to $385 per person in the Australian Capital 
Territory.

With the vast majority of global institutional investment being 
in commercial properties, lifting this investment has economic 
benefits for the development of more industrial facilities, 
offices, city precincts and retail outlets.

$1,191

$690 $685

$385 $375

$207

$38 $23

NSW Vic Qld ACT SA WA NT Tas

-40% -42%

https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/latest-release
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AOS is driving down industrial rental 
yields, triggering global investors to exit 
the Victorian market

Project timeline 

Source: Stakeholder consultation; Mandala analysis. 

TAX IMPACT ON GLOBAL INSTITUTIONAL INVESTMENT

Victorian investment ceased 

Asset purchased

Rental yields compromised

International investor acquired an 
industrial asset for $100M, 
anticipating rental yields of 6% ($6M 
per annum).

International investor made a 
commercial decision to invest in no 
new Victorian projects and began 
selling industrial assets in the state.

AOS cost $1.6M a year, reducing 
rental yield to 4.4%, equating to a 
$27M reduction in property value.

Industrial assets have a particularly high AOS exposure due to land value comprising a 
large proportion of the overall property value, making them less attractive to global 
investors. Reduced global institutional investment may constrain supply of industrial 
stock in the long run, leading to higher rents for Victorian businesses. Industrial estate

Outer-Melbourne

$27M in lost property value on the investment

1.4ppt reduction in rental yield on the investment
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Victoria and Queensland have 
experienced lower FDI 
inflows, coinciding with rising 
surcharges

TAX IMPACT ON GLOBAL INSTITUTIONAL INVESTMENT

Global institutional property investment in Victoria continued 
to grow after land taxes were introduced in 2016, reaching $10 
billion by 2022. The gradual phasing-in of the taxes meant their 
initial impact on investment was minimal. However, as rates 
increased, investment dropped sharply, falling 53% between 
2022 and 2025 from $10 billion to $5 billion.

Queensland shows a smaller but notable decline since the 
introduction of the foreign surcharge in 2020. This decline has 
occurred despite strong economic tailwinds. This timing 
suggests the tax changes are beginning to deter investment.

Global institutional investment in the property sector by state

$2025 (adjusted for inflation), billions; 3-year rolling average; FY2011 – FY2025

Source: Victorian Government (2025) Foreign purchasers of property; Queensland Government (2025) 
Foreign companies and trusts; Stakeholder insights; MSCI data; Mandala analysis. 

Note: Investment decisions are impacted by a broad range of economic factors.
Source: Mandala analysis

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
$0B

$1B

$2B

$3B

$4B

$5B

$6B

$7B

$8B

$9B

$10B

$11B

$5B

$10B

$5B

$4B

-53%

Vic Qld

0.5% 1.5% 2% 4%Vic’s AOS (%):

2% 3%Qld’s foreign surcharge (%):

International investment in Queensland has declined 
since its peak in 2020, despite the growth in investor 
sentiment and strong economic tailwinds  

https://www.sro.vic.gov.au/foreign-purchasers-of-property
https://qro.qld.gov.au/land-tax/calculate/foreign-company-trust/
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Commercial property land tax pass-through process

Sources: Legal Practitioners' Liability Committee (2025) Practice Risk Guide, PCL Lawyers (2025), Outgoings 
in Retail Leases in Victoria, Victorian Government (2025) Residential Tenancies Act, Victorian Government 
(2024) Retail Leases Act, Expert Consultation.

The impact of foreign 
surcharges has yet to fully 
materialise in Victoria, as land 
taxes are mostly passed onto 
tenants

TAX IMPACT ON GLOBAL INSTITUTIONAL INVESTMENT

Assessment & levy
SRO issues land tax to 

global institutional 
investor

Investor pass-
through

Global institutional 
investor passes land 
tax bill onto tenant

Tenant 
reimbursement

Tenant repays global 
institutional investor 
via outgoings clause 

Victoria SRO

Global institutional investor

Tenant

Victoria SRO issues land tax 
bill (including AOS) to global 

institutional investor

Global institutional investor 
passes tax bill onto tenant via 

a ‘lease outgoings clause’

Global institutional investor 
pays the full land tax bill to 
SRO

Tenant pays the full land tax 
bill (including AOS) to global 
institutional investor 

Global institutional investors have typically recovered land tax 
on commercial properties from tenants via lease outgoings. 
The impact is most acute in single-tenant industrial and 
logistics sites, where annual bills on large-format properties 
can exceed $100,000, raising occupancy costs and squeezing 
margins. These higher costs make it harder to do business in 
Victoria, increasing the risk of downsizing or relocation, and 
ultimately flowing through to higher consumer prices. In 
marginal locations, the additional land tax burden can force 
sites into vacancy, reducing economic activity. 

There are two factors that disrupt this cycle. First, it is unlawful 
to pass land tax through to tenants in residential or retail 
leases. Second, sophisticated commercial tenants are 
increasingly negotiating caps or “carve-outs” that limit pass-
through of foreign land taxes. As these clauses become more 
common, they reduce investor returns, which in turn 
undermines future investment and risks eroding Victoria’s 
pipeline of projects and tax revenues.

Applies only to commercial and industrial properties. Land tax pass-throughs are expressly prohibited in 
retail and residential scenarios

https://lplc.com.au/resources/practice-risk-guides/looking-after-leases
https://www.pcllawyers.com.au/retail-leases-what-are-outgoings/
https://www.legislation.vic.gov.au/in-force/acts/residential-tenancies-act-1997/110
https://www.legislation.vic.gov.au/in-force/acts/retail-leases-act-2003/027
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As leases increasingly exclude foreign-owner surcharges, costs shift back to global 
institutional investors, reducing inbound investment in Victoria and Queensland

Return on a hypothetical investment pre- and post-tax by state 

$000s

Note: Net rent calculated on a foreign owned industrial investment 100% leased to a logistic business. The site value of the investment is $10M, the total value of the investment is $20M, and it 
receives a net rent pre-tax of $1,200,000. For each state we have calculated the net rent post tax. Assumed a council rate of 0.4% per annum. Land taxes were applied as specified by the state 
government. 
Sources: NSW Government (2025) Land tax; State Revenue Office Victoria (2025) Land tax; Queensland Revenue Office (2025) Land tax; Mandala analysis.

TAX IMPACT ON GLOBAL INSTITUTIONAL INVESTMENT

NSW Vic Qld

Typical investments require a 5% capitalisation rate ($1M in this hypothetical). The additional land 
taxes on global institutional investors have reduced net rents below the required returns

Council rates Land tax
Additional foreign 
owner land taxes

$1,003

$683

$543

$40
$157

$40 $40
$217 $188

$290
$400

Ta
x 

co
st

N
et

 in
co

m
e

-46% -32%

Net rent

The typical 
investment 

requires a 5% 
capitalisation rate

https://www.revenue.nsw.gov.au/taxes-duties-levies-royalties/land-tax/understanding-land-tax/thresholds-and-rates
https://www.sro.vic.gov.au/about-us/rates-and-statistics/current-rates/land-tax-current-rates
https://qro.qld.gov.au/land-tax/calculate/foreign-company-trust/
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Global institutional investment in 
industrials is contracting due to the AOS

Project timeline 

Source: Stakeholder consultation; Mandala analysis. 

TAX IMPACT ON GLOBAL INSTITUTIONAL INVESTMENT

Investment diverted to NSW & 
Queensland

Global investor rules out Victoria

Returns in Victoria down 1ppt

Due to the impact of AOS, the global 
investor ceased all investment activity 
in Victoria, equivalent to $50M 
annually.

To avoid the burden of AOS in 
Victoria, the global investor shifted 
capital to NSW and Queensland.

The returns on a global investor’s 
portfolio of industrial assets were 
down 1ppt per year due to the AOS.

Despite currently being Australia’s largest industrial market, Melbourne risks losing 
this position as investors withdraw and supply in core industrial areas declines.

Industrial investor
Melbourne

$50M lost investment
 per annum

50 construction workers
 per annum

Absentee owner surcharge imposed

AOS imposed at 0.5% in 2016 and 
gradually increased to a rate of 4%.
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1

Taxes imposed on global institutional investors in Victoria 
and Queensland are deterring investment

Removing taxes on global institutional investors will unlock 
$8.1B in investment, add $3.6B to GDP and support 8,400 
Australian jobs. It delivers up to $10 in GSP growth per $1 
invested

Appendix

Global investment makes up 29% of institutional investment 
in the property sector and has increased access to credit, 
boosted investment and supported Australian jobs
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Removing land taxes on global institutional investors will support $8.1B in 
cumulative investment, $3.6B in cumulative GDP and 8,400 jobs in 2030 

Source: MSCI data; Victoria Treasury Budget (2025) Victorian Budget 2025-26 Statement of Finances; Mandala analysis.

ECONOMIC UPLIFT FROM TAX REMOVAL

01 02 03 04

Investment increases GDP risesForeign taxes removed Jobs supported

§ Lower taxes increase net 
returns and reduce policy 
uncertainty for global 
institutional investors

§ Australia becomes more 
competitive than other markets

§ More capital flows into 
purchases and new 
developments across office, 
industrial, retail and residential

§ Previously marginal projects 
become viable and proceed

§ Construction and transactions 
circulate spending through 
suppliers and services

§ Completed assets generate 
ongoing activity through 
leasing, management and 
maintenance

§ Construction stage supports 
trades, engineering, project 
management and supply chain 
roles

§ Ongoing operations support 
property management, 
maintenance, and security

+8.1B +3.6B +8,400

https://s3.ap-southeast-2.amazonaws.com/vicbudgetfiles2025.26budgetvic/2025-26+State+Budget+-+Statement+of+Finances.pdf
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Equivalent to:Equivalent to:

Removing the taxes will support up to 6x the GSP contribution of the Australian 
Open and more jobs than the Victorian West Gate Tunnel project

Sources: McKibbin Software Group (2025) 20C Model; ABS (2024) Home building through the pandemic; Australian Open (2025) AO delivers record $565.8 million in economic benefits to Victoria; 
Victoria’s Big Build (2025) Working on West Gate Tunnel Project; Mandala analysis.

ECONOMIC UPLIFT FROM TAX REMOVAL

Removing taxes can increase investment … 

$, billions; additional investment 

this will support economic growth … 
$, billions; additional gross domestic product

… and increase employment across Australia
FTE supported

18,300 New homes (by construction value) 6.2x The annual economic contribution 
of the Australian Open to Victoria 1.4x jobs supported by the Victorian 

West Gate Tunnel Project 

Equivalent to:

$1.1B

$8.1B

$1.7B

$1.9B

$1.8B

$1.7B

2026 2027 2028 2029 2030 Total

$3.6B

$0.3B

$0.8B

$1.1B

$1.4B

2026 2027 2028 2029 2030 Total

<$0.1B 100

8,400

2,100

2,600

2,200

1,400

2026 2027 2028 2029 2030 Total

https://documentation.gcubed.com/gcubed/
https://www.abs.gov.au/articles/home-building-through-pandemic
https://ausopen.com/articles/news/ao-delivers-record-5658-million-economic-benefits-victoria
https://bigbuild.vic.gov.au/jobs/explore-careers/working-on-west-gate-tunnel-project
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Impact of removing global investor land tax surcharges on institutional investors by state
Cumulative additional investment ($, billions); cumulative additional gross domestic product ($, billions) ; Jobs 
supported economy-wide (#)

Note: The ACT and Tas receive a small increase in investment. 
Sources: McKibbin Software Group (2025) 20C Model; Mandala analysis.

Victoria will benefit the most, 
capturing $5.7 billion in 
investment, $2.5 billion in 
GDP and 5,900 jobs by 2030

ECONOMIC UPLIFT FROM TAX REMOVAL

Victoria will benefit the most from removing global investor 
taxes, capturing $5.7 billion in additional investment by 2030. 
This translates to $2.5 billion in additional GDP and supports 
5,900 jobs across the state's economy.

Queensland is also expected to see substantial gains, with $1.0 
billion in additional investment, generating $0.4 billion in GDP 
growth and supporting 1,000 jobs by 2030. NSW receives $1.5 
billion in investment, contributing $0.6 billion to GDP and 
creating 1,500 jobs.

The economic benefits are apportioned according to each 
state's tax burden on global institutional investment and its 
historic ability to capture investment. Victoria captures the 
largest share as its tax has the largest base and the highest 
rate. Queensland receives moderate benefits due to its 
marginally lower tax rate. NSW secures a relatively large share 
because, although its tax applies only to residential property, it 
has historically drawn the most global institutional investment.

$5.7B

$1.5B

$1.0B

Investment

$8.1B

$0.6B

$2.5B

$0.4B

GDP

$3.6B

1,500

5,900

1,000

Jobs

8,400

Vic NSW Qld

https://documentation.gcubed.com/gcubed/
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Abolishing the AOS in Victoria would lift FDI transactions and raise 
secondary tax revenues, offsetting about 75% of the budget cost in FY2026

Source: MSCI data; Victoria Treasury Budget (2025) Victorian Budget 2025-26 Statement of Finances; Mandala analysis.

ECONOMIC UPLIFT FROM TAX REMOVAL

Initial change
AOS is removed, eliminating direct AOS 

revenue

Behavioural impact
Removal improves project viability, 
lifting FDI transactions and prices

Tax revenue impact
More, higher-value deals boost FPAD, 

stamp duty, and land tax revenues

Result
These gains partly offset the initial loss, 

leaving a smaller net budget cost

Foreign purchaser 
additional duty 

Stamp duty

Land tax

AOS 
removal

FDI transactions

Property prices

Net budget 
result

+27M

+150M

+40M

-$77M-$295M

https://s3.ap-southeast-2.amazonaws.com/vicbudgetfiles2025.26budgetvic/2025-26+State+Budget+-+Statement+of+Finances.pdf
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Economic impact of removing global investor surcharges on institutional investors in Victoria

$, millions; additional GSP and investment into Victoria; FY2026 – FY2029

Sources: McKibbin Software Group (2025) 20C Model; Mandala analysis.

Note: National gains are produced using a CGE model, then apportioned 
across states according to each state’s tax burden on global investment 
and its historical ability to capture investment. 

The benefits of abolishing the 
AOS in Victoria far outweigh 
the cost, delivering up to $10 
in GSP for every $1 of net cost

ECONOMIC UPLIFT FROM TAX REMOVAL

Removing the global institutional investor surcharges unlocks 
new projects, lifts expected returns and brings capital back to 
Victoria. Investment rises by $781 million in FY2026 as 
feasibility improves, reaching $1.28 billion in FY2029 as 
approvals convert to construction and operations. Across 
FY2026–29, the policy draws an additional $4.54 billion of 
private investment into the state.

The GSP impact builds gradually as projects mobilise. GSP lifts 
by $14 million in FY2026 before reaching $789 million in 
FY2029 as activity peaks across construction, professional 
services and supply chains. The cumulative GSP over the period 
is $1.58 billion, reflecting both the scale of the pipeline and the 
timing of delivery.

The budget trade-off is small relative to the payoff. Net budget 
costs are between $52 and $77 million annually, totalling 
$265 million. This translates to a GSP-to-net-budget-cost ratio 
that peaks at 10:1 in FY2029, with a cumulative ratio of ~6:1 
across the four-year period.

-$77M -$52M -$58M -$79M

-$265M

$14M

$245M

$534M

$789M$781M

$1,179M
$1,299M $1,283M

2026 2027 2028 2029 Total

Net budget cost
GSP gain
Investment gain

Cumulative net budget cost: $265
Cumulative investment gain: $4,543
Cumulative GSP gain: $1,582 

0.2 4.7 9.2 10.0
GSP 
benefit -
net cost 
ratio

https://documentation.gcubed.com/gcubed/
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The AOS has prevented the 
development of a 201-bed student 
accommodation in Melbourne

Project timeline 

Source: Stakeholder consultation; Mandala analysis. 

ECONOMIC UPLIFT FROM TAX REMOVAL

Placed on hold indefinitely in 2021

Project conceived in 2019 

Capital raising required FDI
Property purchased in 2019 for the 
development of purpose-built student 
accommodation with 201 residences.

AOS and other land taxes consume 
12% of student rental revenue (versus 
2-4% elsewhere). The internal rate of 
return deemed too low to proceed.

$44M capital raised, 95% from 
international investment.

The postponement of the project resulted in a loss of: 
§ $2M in capital gains tax
§ $1.5M income tax from construction jobs
§ $0.3M income tax during operational phase 

Student accommodation
Melbourne CBD

201 homes lost

$60M in lost 
construction activity

10 ongoing employees

Future Victorian investment de-
prioritised

Developer’s investors do not endorse 
operating in Victoria. Queensland and 
South Australia projects with lower 
land taxes prioritised.

50 construction workers 

AOS increased in 2020

AOS increased from 1.5% to 2%, and 
later from 2% to 4% in 2024.
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$50M in lost investment redirected to 
overseas markets

Global institutional investors are 
shifting to overseas markets in response 
to low returns in Victoria

Project timeline 

Source: Stakeholder consultation; Mandala analysis. 

ECONOMIC UPLIFT FROM TAX REMOVAL

$50M investment made overseas

Institutional investor considering 
Victoria

Victoria returns comparatively low

An investor was weighing up an 
industrial investment in Victoria 
against other places in Australia and 
overseas.

Risk adjusted returns in Victoria 
deemed too low, global investor 
makes $50M investment overseas 
instead.

When compared with an opportunity 
overseas, the return on the Victoria 
investment is 5 percentage points 
lower due to the tax burden.

Industrial Estate
Victoria

Stakeholders identified Japan and Singapore as the most 
significant competitors to Australia for institutional capital. 

Loss of employment opportunities for 
Victorians



2
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1

Taxes imposed on global institutional investors in Victoria 
and Queensland are deterring investment

Removing taxes on global institutional investors will unlock 
$8.1B in investment, add $3.6B to GDP and support 8,400 
Australian jobs. It delivers up to $10 in GSP growth per $1 
invested

Appendix

Global investment makes up 29% of institutional investment 
in the property sector and has increased access to credit, 
boosted investment and supported Australian jobs
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Glossary and Definitions

APPENDIX

FDI (Foreign Direct Investment)

Global institutional investment

AFAD (Additional Foreign 
Acquirer Duty) – Queensland

Land tax

CGE (Computable General 
Equilibrium) model

GSP (Gross State Product)

FPAD (Foreign Purchaser 
Additional Duty) - Victoria

Foreign Surcharge - Queensland

Stamp duty (transfer duty)

Term

Investment from overseas investors into Australian assets or projects. Often measured as flows into property acquisitions and developments.

FDI from large professional investors such as pension funds, sovereign wealth funds, insurers, and REITs; not individuals. 

Extra stamp duty for foreign buyers of residential land in Queensland.

An annual tax on the unimproved value of land, applied by states.

A multi-country, multi-sector Computable General Equilibrium model used to estimate economy-wide impacts of policy changes on investment, 
GDP, and jobs.

State-level equivalent of GDP. Used to show state economic impact.

Extra stamp duty for foreign buyers of residential land in Victoria.

An additional annual land tax on foreign owners in Queensland, covering most commercial land.

A one-off tax paid on a property purchase.

Definition in the context of this document

AOS (Absentee Owner Surcharge) 
- Victoria An annual land tax charged to foreign owners of Victorian property, on top of standard land tax.

GDP (Gross Domestic Product) The total value of goods and services produced in Australia. Used to show national economic impact.
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Mandala has used a CGE modelling approach to assess the impact of removing 
additional taxes on global investment

Note: 1. McKibbin and Triggs (2018) Modelling the G20. 
Sources: McKibbin Software Group (2025) 20C Model; Mandala analysis.

APPENDIX

Scenarios to model CGE Model1

§ A multi-country, multi-sector dynamic model of the 
global economy. 

§ A general equilibrium model which models flows of 
capital, jobs and economic activity as it moves 
between different sectors of the economy and 
between economies.

§ Used widely by macroeconomists, including the 
RBA, Treasury, IMF and other commercial and central 
banks.

Key parts in the model:

1. Firms 2. Households

3. Government 4. Central bank

Outputs

Investment across the economy

Aggregate economic activity (GDP) 
across the economy

Aggregate jobs across the economy

Firms across 20 sectors, 
including electricity 
generation, construction 
and services.

Households make 
economic decisions 
about consumption and 
labour supply.

Governments spend 
money on goods and 
transfer payments, and 
receive tax revenue.

Central banks make 
decisions about interest 
rates and inflation 
targets.

> >

Future with foreign investment taxes 
(baseline)

Shock to the economy of removing 
taxes

Shock modelled through a reduction in 
the equity risk premium for construction 
and property sectors in Australia. 

1

2

https://cama.crawford.anu.edu.au/publication/cama-working-paper-series/12470/modelling-g20
https://documentation.gcubed.com/gcubed/
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The input to the CGE model is calculated using components sourced from state 
governments, MSCI and research papers

Sources: Vanguard (2025); Victorian Government (2025) Foreign purchasers of property; Queensland Government (2025) Foreign companies and trusts; NSW Government (2025) Land tax; Clayton 
Utz (2024) Increases to surcharges for foreign investors in Qld and NSW and to land tax in the ACT: update; RBA (2018) The Effect of Zoning on Housing Prices MSCI data; Mandala analysis.

APPENDIX

Component ACT NSW Qld Tas Vic Source Notes

Expected return 
of property 
sector 

8.4% 8.4% 8.4% 8.4% 8.4% § Vanguard, ASX300 A-REITS property index 
(VAP)

§ Average total return over 10 
years

Proportion of 
total investment 
that is global in 
property

29% 29% 29% 29% 29% § MSCI, % total investment that is foreign 
2016-2025

Tax rate of each 
state -0.75% -5% -3% -2% -4% § State government websites § Only covers additional land taxes 

levied on foreign investors

Proportion of 
investment that 
taxes apply to 

6% 6% 29% 6% 55%

§ % of investment residential for ACT, NSW 
and Tas

§ Qld and Vic based on budget papers and 
MSCI

§ Vic has build-to-rent exemptions 
of 100% relief

§ Qld has some build-to-rent 
exemptions, however, they are 
difficult to receive

Proportion of 
total value that 
is land

61% 66% 51% 61% 66% § RBA, The Effect of Zoning on Housing 
Prices

§ Other states are the average 
values of NSW, Qld, Vic and WA

State proportion 
of overall 
foreign 
investment

1% 50% 15% <1% 27% § MSCI, % total investment 2011-2025

CGE Input: The input is a reduction in the equity risk premium for construction and property sectors, representing lower required returns due to decreased 
foreign investment taxes. The CGE model then determines the economic response of this change. 

https://fund-docs.vanguard.com/AU-Vanguard_ETFs_performance_summary.pdf
https://www.sro.vic.gov.au/foreign-purchasers-of-property
https://qro.qld.gov.au/land-tax/calculate/foreign-company-trust/
https://www.revenue.nsw.gov.au/taxes-duties-levies-royalties/land-tax
https://www.claytonutz.com/insights/2024/september/increases-to-surcharges-for-foreign-investors-in-qld-and-nsw-and-to-land-tax-in-the-act-update
https://www.rba.gov.au/publications/rdp/2018/pdf/rdp2018-03.pdf
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The net budget impact of removing the AOS was estimated by analysing changes 
in stamp duty, FPAD and land tax revenues

Source: MSCI data; Victoria Treasury Budget (2025) Victorian Budget 2025-26 Statement of Finances; Mandala analysis.

APPENDIX

Sub-total 
2026

Net-total 
2026

+$218 million

-$77 million

Value 
2026

Rationale

-$295 million

§ Removing the AOS 
eliminates the 
annual surcharge 
on land owned by 
global institutional 
investors

§ That revenue is 
forgone once the 
charge is removed

§ Lower taxes attract 
new FDI, increasing 
the number of 
Victoria property 
sales

§ Each additional sale 
pays stamp duty, 
lifting duty revenue

+$51 million

§ Lower taxes attract 
existing FDI from 
other states, 
increasing Victoria 
property sales

§ Each additional sale 
pays stamp duty, 
lifting duty revenue

+$41 million +$15 million

§ Lower taxes attract 
new FDI, increasing 
the number of 
property sales 
(residential and 
non-residential)

§ Each additional 
residential sale 
pays FPAD, lifting 
revenue

+$40 million

§ Increased FDI lifts 
demand for Victoria 
property, raising 
property prices

§ Land tax is levied 
on property value, 
so when prices rise 
revenue increases

Revenue 
category AOS Stamp duty FPAD Land tax

Channel Removal of AOS New FDI transactions Increased inter-state 
FDI transactions New FDI transactions

+$59 million

• Increased FDI lifts 
demand for Victoria 
property, raising 
sale prices

• Stamp duty is a 
percentage of sale 
price, so when 
prices rise revenue 
increases

Higher prices Higher prices

+$12 million

§ Lower taxes attract 
existing FDI from 
other states 
(residential and 
non-residential)

§ Each additional 
residential sale 
pays FPAD, lifting 
revenue

Increased inter-state 
FDI transactions

-$295 million

Revenue decrease

Revenue increase

https://s3.ap-southeast-2.amazonaws.com/vicbudgetfiles2025.26budgetvic/2025-26+State+Budget+-+Statement+of+Finances.pdf
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Transaction volumes in the Melbourne CBD office market have declined 
significantly 

Melbourne CBD Office transaction volumes by year

$, millions; 2013 – 2024

Source: JLL REIS data analysed by Mirvac Research (disclaimer next page)

APPENDIX

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 9 months to 
Sept 2025

$2,467M
$2,529M

$3,304M

$2,817M
$2,694M $2,647M

$2,088M
$2,287M

$1,765M
$1,966M

$2,570M

$579M

$877M

$595M

Ten-year 
average to 

end of 2022
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Disclaimer

APPENDIX

This report makes reference to historical property data sourced from JLL Research (unless otherwise stated), current as at ‘Sept 2025’. JLL accepts no 
liability for damages suffered by any party resulting from their use of this document. All analysis and views of future market conditions are solely those 
of Mirvac.

Mirvac Group comprises Mirvac Limited (ABN 92 003 280 699) and Mirvac Property Trust (ARSN 086 780 645). This report has been prepared and 
issued by Mirvac Limited and Mirvac Funds Limited (ABN 70 002 561 640, AFSL number 233121) as the responsible entity of Mirvac Property Trust 
(collectively “Mirvac” or “Mirvac Group”). All dollar values are in Australian dollars (A$). This report is not an offer or an invitation to acquire Mirvac 
Group stapled securities or any other financial products and is not a prospectus, product disclosure statement or other offering document under 
Australian law or any other law. The information contained in this report is for information purposes only.

To the maximum extent permitted by law, Mirvac, its affiliates, officers, employees, agents and advisors do not make any warranty, express or implied, 
as to the currency, accuracy, reliability or completeness of the information in this report or that the information is suitable for your intended use and 
disclaim all responsibility and liability for the information (including, without limitation, liability for negligence). This report is not financial advice or a 
recommendation to acquire Mirvac Group stapled securities and has been prepared without taking into account the objectives, financial situation or 
needs of individuals.

To the full extent permitted by law, Mirvac Group and its directors, officers, employees, advisers, agents and intermediaries disclaim any obligation or 
undertaking to release any updates or revisions to the information to reflect any change in expectations or assumptions. Past performance information 
given in this report is given for illustrative purposes only and should not be relied upon as (and is not) an indication of future performance.




