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The Australian government
plans to cap international
student commencements

The Australian government will cut international student numbers
by capping new enrolments at 270,000 in 2025. This represents a
major shift for Australia, which currently ranks as the world's
second-largest destination for international students.

The government has indicated it is doing this in the hope that it will
help tackle rising rents nationwide. It also aims to address claims
that individuals are misusing student visas as a backdoor to
immigration. This is despite only 28% of international students using
their post-study work rights, and only 16% becoming permanent
residents.! The caps will affect both universities and vocational
education providers.

Early announcements noted that universities would be able to enrol

more students above their caps provided they “establish additional,

new supply of purpose-built student accommodation to benefit both
international and domestic students”.2More recent announcements

appear to have delayed this mechanism to 2026.3

However, these caps will have far-reaching consequences across
the economy without achieving their stated aim (see next section);
the tertiary education sector calls them “short-sighted”, and it's
clear they could undermine Australia’s economy and global
competitiveness in the education sector.#

Note: 1. Universities Australia (2022). 2. Ministers Clare, O’Connor, and
O’Neil (2024). 3. Ministers Clare, Burke and Watt (2024). 4. ACS (2024).

International student commencements by sector

Number of international student commencements by sector, 2023 and projected 20254

Higher education [l VET

397,000

207,000
(52%)

190,000

(48%)

//
&)

2023

Note: 4. Full-year data for 2024 is not yet available.

Sources: Australian Trade and Investment Commission (2024); Department of Education (2024);

Parliament of Australia (2024); Department of Treasury (2024).

270,000

175,000
(65%)

2025
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https://www.studyaustralia.gov.au/es/tools-and-resources/news/national-planning-level-2025
https://www.education.gov.au/international-education-data-and-research/international-student-monthly-summary-and-data-tables
https://www.aph.gov.au/Parliamentary_Business/Tabled_Documents/7455
https://ministers.treasury.gov.au/ministers/jim-chalmers-2022/speeches/budget-speech-2024-25
https://universitiesaustralia.edu.au/media-item/australia-must-join-global-race-to-settle-international-students/
https://ministers.education.gov.au/clare/next-steps-ensuring-integrity-and-sustainability-international-education-sector
https://ministers.education.gov.au/clare/improving-sustainability-international-education
https://ia.acs.org.au/article/2024/government-caps-international-student-numbers.html

There are supply- and demand-side factors increasing rents nationwide, and
international students make up one small component

Land availability
and use

Construction

Government policy

Population
dynamics

Consumer
preferences

Economic factors

Short-term leasing

Sources: Property Council of Australia (2024); Property Council of Australia (2024); National Housing Supply and Affordability Council (2024); The Centre for Independent Studies (2024); Urban

Urban growth boundaries and zoning rules limit housing development
Geographic constraints restrict suitable building areas

Labour and materials shortages drive up costs
Complex regulations slow building timelines

Public housing spend impacts supply
Tax and protection laws affect new builds

Natural growth and migration drive housing demand, of which international
students are one component
The ageing population changes housing needs

Shifts in household composition, such as the rise of single-person households
An increasing preference for spare bedrooms for home offices for work
from home

Income levels, distribution, and employment rates affect individuals' ability to
purchase or rent homes

In some areas, particularly regional, using investments for short-term rentals
and holiday letting reduces the supply of long-term rentals

Development Institute of Australia (2024); Australian Institute of Family Studies (2023); Mandala analysis.

Average approval to completion for a new house
is 12 months, up from 9 months in 2019-2020

172,000 dwellings were completed in 2023 - the
lowest in the past decade

30% of potential NSW homes are limited by a lack
of enabling infrastructure

The national rental vacancy rate is at 1.6% -
nearing a 15-year low

Australia’s household size in 2021 has decreased
almost 10% since 1991

Only 13% of the homes sold in 2022-2023 were
affordable for a median income household

In Byron Bay, short-term rentals made up 48% of
the total rental stock
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5


https://www.propertycouncil.com.au/media-releases/404390
https://www.propertycouncil.com.au/media-releases/dwelling-approvals-rise-but-apartment-approvals-still-too-low
https://nhsac.gov.au/sites/nhsac.gov.au/files/2024-05/state-of-the-housing-system-2024.pdf
https://www.cis.org.au/publication/housing-affordability-and-supply-restrictions/
https://www.udiansw.com.au/wp-content/uploads/2024/08/UDIA-NSW-National-Housing-Pipeline-August-2024.pdf
https://aifs.gov.au/research/facts-and-figures/population-households-and-families

CURRENT STATE OF THE RENTAL MARKET

International students make

International student share of the general rental market by state

up just 6% of Australia’s
renters with significant

% of international higher education and VET students in the general rental market, 2024

va rlatlon by State While there is some variation between states, international students represent less
than 6% of all renters, on average, across Australia.

International students have a small presence in Australia’s general
private rental market. Based on the most recent data available, the

national average sits at just 6% of all renters. This excludes 7%
students living in private PBSA.
6%

Victoria has the highest share at 7% of renters, followed by NSW at 6% 6%
6%. These states host Australia's largest international student
populations and major universities. Victoria's high share comes

) : . ) 5% 5%
despite having the most private purpose-built student beds 4%
(26,000), showing strong student demand in the state. With the best
available PBSA stock levels, Victoria could see the percentage of 3%
renters in the general market lowered if more beds were taken up in
existing PBSA capacity. 2%
WA has an under-supply of PBSA beds, meaning the student to bed
ratio is higher. This is reflected in the higher percentage of students
living in the private rental market than in comparable cities,
like Adelaide.
Queensland and South Australia both sit at 5% of renters. National Vic NSW WA SA Qld ACT Tas NT

Queensland's lower share reflects its 16,000 private purpose-built
student beds, while South Australia benefits from recent
development of student housing during the pandemic.

Notes: General rental market refers to the broader private rental market and excludes private PBSA.
Sources: Department of Education (2024); ABS (2021); Student Accommodation Council; Mandala

Sources: Accenture (2022). analysis. MANDALA | 6


https://www.education.gov.au/download/18572/factsheet-housing-and-student-accommodation/39117/document/docx
https://www.abs.gov.au/statistics/microdata-tablebuilder/tablebuilder
https://www.propertycouncil.com.au/submissions/the-unsung-hero-underpinning-australias-largest-service-export

39% of international students
live outside the general rental
market, including a large
portion in private PBSA

Two in five international students don't use the general rental
market for housing. This significantly reduces pressure on local
rental markets across Australia. Of the 725,000 international
students in Australia, only 440,000 seek housing in the general
rental market.

39% of international students live in specialised accommodation.
This includes 184,000 students (25%) in university accommodation
and other arrangements, and 101,000 students (14%) who live in
private purpose-built student accommodation (PBSA).

Private PBSA plays a vital role in easing rental market pressure. It
houses 101,000 students who would otherwise need private rentals.
This private purpose-built housing creates dedicated student
communities while freeing up rental homes for local families and
workers. Major private PBSA providers continue to expand across
Australian cities, with several new developments under construction
or in planning.

The growth of private PBSA offers a sustainable solution to student
housing needs. As more student housing gets built, it creates
additional options for students to live outside the general rental
market. This expansion of purpose-built accommodation helps
balance the needs of international students with those of the
broader community.

Number of international students by housing type

‘000 international higher education and VET students, 2024

14% of international students live in private PBSA.
This significantly reduces the pressure placed on the general rental market.

184
(25%)
725
440
(61%)
Total international University Private PBSA General rental market
VET and higher accommodation and

education students other housing types* ~ N
gs aesls NPl

Notes: University accommodation and other housing types includes university owned and managed

accommodation, homestays, and students living with family and friends. Private PBSA refers to commercially

operated student accommodation (excluding university owned and managed properties). General rental

market refers to the broader private rental market.

Sources: Department of Education (2024); ABS (2021); Student Accommodation Council; Mandala analysis. MANDALA |


https://www.education.gov.au/download/18572/factsheet-housing-and-student-accommodation/39117/document/docx
https://www.abs.gov.au/statistics/microdata-tablebuilder/tablebuilder

Private PBSA has continued to
match student growth,
alleviating demand on the

rental market

Student housing has grown rapidly in Australia. Bed numbers grew
74% from 2015 to 2024. This purpose-built housing helps both
students and the wider rental market by adding new homes that are
exclusively for the use of students.

More student housing eases pressure on rental homes nearby. This
matters most in city areas, where most international students live.
These areas now have the largest amount private PBSA to meet this
need.

Private PBSA creates an additional supply of homes built just for
students. This new supply helps keep rents down in the regular
rental market. It also shields local rental markets from big swings
when student numbers go up or down.

The growth shows how well the sector meets both international and
local student needs. Student housing can adapt more quickly to
changes than regular rentals can. This flexibility helps support the
broader rental market by giving students more housing choices.

Number of private PBSA beds in Australia

Number of beds, 2015-2024 actual, 2025-2026 forecast — Actual

””” Mandala forecast!
Since 2015, private PBSA growth has kept pace with the

growth in international students. International student numbers
have grown 75% while private PBSA beds have increased 74%.

150,000

120,000 A
90,000
60,000 -
30,000 T
0

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

1 Forecast based on private PBSA currently under construction and current development approvals. |

Source: Urbis (2024) Student Accommodation Market Snapshot; Mandala analysis. MANDALA 8



Private PBSA could be more

Private PBSA occupancy

fully utilised to meet the
housing needs of international
students

Private PBSA, number of beds, as at June 2024

At the start of semester 2, 2024, there was remaining capacity As at the start of Semester 2, 2024, private PBSA providers reported a total of 8,000 beds
within private PBSA to house an additional 8,000 students. Moving available for additional students.

students into these purpose-built rooms would free up thousands of These are 8,000 students in the general rental market who could instead be housed in private
homes in the regular rental market. This would help ease housing PBSA, freeing up capacity and relieving pressure for other renters.

pressure for everyone.

There is capacity for greater take up of available PBSA beds by
having the university sector work more closely with PBSA providers 132,000

to assist international students to find accommodation before they

arrive in the country. They could highlight the benefits of purpose-

built student housing during orientation and enrolment and

encourage uptake of these accommodation sources over the general

private rental market. 124,000

The recent policy debates have also revealed a lack of (-94%)
comprehensive data regarding where students live across the
accommodation sector. Universities could report the type of housing
and general locations their international students are choosing to
live in, which would allow the government to understand the true
impact different student cohorts are having on localised housing

markets, and how much university accommodation and PBSA stock Total private PBSA beds Occupied private PBSA beds  Private PBSA additional capacity
is being taken up. Right now, there is only limited, scattered data

from different sources. Better tracking would show which students
live in private rentals who could move to private PBSA. This data ) , , o
. . . Note: These figures include domestic students in private PBSA.
would help private PBSA providers plan future developments and fill Source: Urbis (2024); Mandala Analysis. MANDALA | 9
empty beds.



The proposed caps will reduce
international students' share
of the rental market from

5.4% to 4.8% in 2026

Given the number of international students living outside the private
rental market, either with family and friends or in private PBSA, the
impact of the proposed caps on the proportion of international
students in the private rental market will be modest.

The impact of the proposed student caps on the broader rental
market is also diminished by the expansion of private PBSA which
has increased its offering significantly over the past decade, and
which continues to provide accommodation to an increasing number
of international and domestic students. New private PBSA
developments under construction and in the planning and
development phases will continue to absorb a growing proportion of
international student housing demand in the coming years.

In the first year of the international student caps, 2025, only a 0.2%
reduction in the amount of students in the general rental market will
be observed. In 2026, this will increase to a 0.6 percentage point
difference, which will primarily be felt in areas close to universities,
many of which have developed specialised rental stock that caters
to the student demographic.

Proportion of international students in the rental market

% of international higher education and VET students in the rental market, 2025-2026 B Without cap
With cap

6.2%

6.0%

5.4%

4.8%

2025 2026

Sources: Department of Education (2024); ABS (2021); NCVER (2024); Department of Home Affairs
(2024); Student Accommodation Council; Mandala analysis. MANDALA | 10


https://www.education.gov.au/international-education-data-and-research/international-student-monthly-summary-and-data-tables
https://www.abs.gov.au/statistics/microdata-tablebuilder/tablebuilder
https://ncver.edu.au/research-and-statistics/data/databuilder
https://www.homeaffairs.gov.au/research-and-statistics/statistics/visa-statistics/study

Renters in metropolitan areas
will save less than 1% per
week in rent under student

visa caps

Detailed modelling shows the international student cap will have
minimal impact on the rental market. Weekly rents will fall by just
S5 - less than the cost of a cup of coffee.

This 1% reduction in average metropolitan rents comes at a
significant economic cost. Savings will be greatest in inner city and
CBD locations that surround major universities, rather than in
suburban areas popular with families and retirees. The policy will

reduce GDP by $4.1 billion and cost 22,000 jobs across the economy.

Our analysis suggests other factors drive rental prices far more than
international student numbers. These include interest rates, housing
supply, population growth and changing household preferences.
Targeting international students will not meaningfully address
rental affordability.

The small rent reduction also needs to be weighed against lost
economic benefits. International students contribute to Australia's
economy through spending in retail, hospitality and tourism. They
create jobs and boost local businesses across the country.

Weekly mean metropolitan rents

AUS, 2026

$632

Without cap

Sources: Department of Education (2024); ABS (2021); NCVER (2024); Department of Home Affairs
(2024); Student Accommodation Council; Mandala analysis.

$627

With cap

MANDALA

1


https://www.education.gov.au/international-education-data-and-research/international-student-monthly-summary-and-data-tables
https://www.abs.gov.au/statistics/microdata-tablebuilder/tablebuilder
https://ncver.edu.au/research-and-statistics/data/databuilder
https://www.homeaffairs.gov.au/research-and-statistics/statistics/visa-statistics/study

The caps will cost jobs and strain the economy

MANDALA | 12




OVERVIEW OF THE TERTIARY EDUCATION SECTOR

International education is Australia’s 4th
largest export ...

Australia’s largest exports in 2023

SAU revenue, billions, 2023

International education was the only non-commodity
export in Australia’s five largest exports.
At $48 billion it is the largest component of all travel

S136 exports (69%), with general tourism producing only $22

billion in revenue (31%).

$103
S74
®
$48
®
28
. $22
1F
Iron ore Coal Natural gas International Gold Other travel

education services

Notes: General tourism refers to services that include personal
travel (excl. education-related) and business-related travel services.
Source: Department of Foreign Affairs and Trade (2024)

... contributing $S63 billion a year to the
economy and supporting 335,000 jobs

Direct and indirect GDP and jobs supported by international students!

SAU, billions, 2023; Jobs

@a®
& Jobs National “@* 335,000

o, total
® oo 1,600 £2% () se3.4

503 (®)

&> 47,000

20,600 #%» @ 8.9

& 125,900
\ @ $23.8
| &> 10,330
103,970 4 | ® s20

$19.6 (§) a8 3,800

22,100 #43» | T I
|

Note: 1. GDP contribution includes both the direct and indirect flow-

on GDP contribution of international students.

Sources: University of Sydney (2024); Department of Education

(2024); Mandala analysis. MANDALA | 13


https://www.dfat.gov.au/sites/default/files/australias-goods-and-services-by-top-25-exports-2023.pdf
https://www.aph.gov.au/DocumentStore.ashx?id=5ac12b0f-a7b1-44a8-9366-d2efea729944&subId=759793
https://www.education.gov.au/international-education-data-and-research/education-export-income-calendar-year

ECONOMIC IMPACT OF CAPS

International student caps will reduce ... and cost 22,000 jobs across the
Australia’s GDP by over $4.1 billion ... Australian economy
Direct and indirect flow-on GDP contribution from international students! Direct and indirect flow-on jobs support by international students!

SAU, billions 000, full time equivalent jobs (FTE)

The government’s proposed caps will cut 22,000

The government’s proposed caps will decrease the
jobs from the Australian economy,

contribution from international students by

$4.1 billion from 335,000 to 313,000
° °
G —@—
$63.4 335
$59.3 313

Without cap With cap Without cap With cap

Note: 1. GDP contribution includes both the direct and indirect flow-on
GDP contribution of international students.

Note: 1. GDP contribution includes both the direct and indirect flow-on
Sources: University of Sydney (2024) MANDALA | 14

GDP contribution of international students.
Sources: University of Sydney (2024)


https://www.aph.gov.au/DocumentStore.ashx?id=5ac12b0f-a7b1-44a8-9366-d2efea729944&subId=759793
https://www.aph.gov.au/DocumentStore.ashx?id=5ac12b0f-a7b1-44a8-9366-d2efea729944&subId=759793

ECONOMIC IMPACT OF CAPS

Universities will face
Annual university revenue from international students

significant financial strain as rD oo 2000
they lose revenue from

international students,

reducing their ability to invest | @

The new international student caps will reduce university revenue by
$600 million annually. This will impact universities' capacity to
invest in student housing and infrastructure development.

International student revenue helps universities partner with private
sector developers and operators to bring new accommodation
options to market, as well as upgrading infrastructure and facilities
to ensure the ongoing strength of our institutions. This funding
supports new housing projects and helps universities partner
effectively with private investors in purpose-built student
accommodation (PBSA).

Universities use international student fees to create attractive
conditions for housing co-investment. A reduction in revenue will
make it harder for universities to partner with the private sector to
develop new accommodation facilities in partnerships or through
joint-ventures.

Without cap With cap

Sources: Department of Education (2024); Mandala analysis. MANDALA | 15



The Government’s proposed student caps will not fix the
problems in the rental market

The caps will cost jobs and strain the economy

The Government should directly address the housing crisis
and encourage the growth of private PBSA

Appendix
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Policy to support the provision and utilisation of private PBSA would help relieve
pressure on the general rental market, while enabling growth in a key export

Recommendations Opportunity

Description

Overcoming these policy and regulatory hurdles will help grow the supply of private PBSA, absorbing demand and reducing
pressure on the general rental market.

ENCOURAGE INVESTMENT

Alleviating pressure on
foreign investors will make
PBSA investments more
accessible and unlock
future growth.

Currently, high levies and
taxes - such as stamp duty
surcharges and land tax
surcharges - and high
Foreign Investment Review
Board application fees
disincentivise investment
in PBSA.

PBSA is underpinned
almost entirely by foreign
investment - making it
uniquely impacted by
foreign owner taxes.

Source: Property Council of Australia (2022).

Having a consistent
definition and classification
of PBSA as an asset class
would incentivise further
domestic investment.

Currently, there is a lack of
harmonisation of the
classification of PBSA as
an asset class between
different states and
territories, which impacts
stamp duty, land tax, and
foreign owner surcharges.

Defining PBSA as an asset
class would help unlock
investment from domestic
superannuation funds.

PBSA should be
incorporated into the
government's 1.2M homes
target to reflect its
contribution to

housing supply.
Universities should
prioritise utilisation of
PBSA beds, including
8,000 available beds and
implement mandatory data
collection for student
accommodation locations
to better understand
housing needs.

STREAMLINE DEVELOPMENT, APPROVALS AND OPERATIONS

PBSA should be
incorporated into future
zoning plans to support the
education sector and
reduce pressure on the
general rental market.

Currently, zoning
frameworks designate
education precincts, but
PBSA is usually not
accounted for specifically
in and around these areas.

PBSA should be identified
as a unique asset class, and
PBSA-specific legislation
should be embedded to
reduce barriers for

sector development.

Currently, tenantsin
Australia are covered by
Residential Tenancy Act
(RTA) legislation but the
criteria are often not
relevant to PBSA, as RTAs
have been designed around
general residential
tenancies.

MANDALA | 17


https://www.propertycouncil.com.au/wp-content/uploads/2022/11/Property-Council-PBSA-Report-08.11.2022-v3.pdf

By supporting the provision and utilisation of private PBSA, we can grow rather
than limit the benefits from international education

Research benefits

: . oln]
Sociocultural benefits =

@ Geopolitical benefits

Universities are one of Australia’s
most effective soft power assets

AP
@:ﬂ Economic benefits

Australian universities
consistently rank among global

Australian universities drive social

Australian universities generate . .
inclusion and foster a strong

significant economic value

»= Education is Australia's 4th largest

export, contributing $63 billion
annually in direct and indirect
GDP and supporting 335,000
jobs.!

= |nternational students in private
PBSA spend an average of
$4,000 per month in our CBDs.2

= |[nternational students and their
families and friends spend more
than other tourists, comprising
two-thirds of all tourism export
revenue.3

national identity

International education enriches
Australian culture through diverse
perspectives and cross-cultural
exchange.

International alumni become
lifelong ambassadors for
Australia in their home countries.

leaders in research output

Higher education institutions
spent nearly $14 billion on R&D in
20224

37% of university research
funding is supported by the fees
paid by international students.>

International research
partnerships lead to
breakthrough innovations.

Australian universities rank highly,
with 9 in the top 100 globally.®

We are a market leader in
educating international students,
with more than 2.5 million
studying in Australia in the past
50 years.”

These strategic relationships
deliver sustained diplomatic
advantages across trade, security,
and other strategic imperatives.

Sources: 1. University of Sydney (2024); Department of Education (2024); 2. Student Accommodation Council (2022); 3. Department of Foreign Affairs and Trade (2024); 4. Australian Bureau of

Statistics (2024) Research and Experimental Development, Higher Education Organisations, Australia; 5. Department of Home Affairs (2023); 6. QS Top Universities (2024); 7. Department of

Education (2024); Mandala analysis
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https://www.aph.gov.au/DocumentStore.ashx?id=5ac12b0f-a7b1-44a8-9366-d2efea729944&subId=759793
https://www.education.gov.au/international-education-data-and-research/education-export-income-calendar-year
https://www.propertycouncil.com.au/submissions/the-unsung-hero-underpinning-australias-largest-service-export
https://www.dfat.gov.au/sites/default/files/australias-goods-and-services-by-top-25-exports-2023.pdf
https://www.abs.gov.au/statistics/industry/technology-and-innovation/research-and-experimental-development-higher-education-organisations-australia/latest-release
https://www.homeaffairs.gov.au/reports-and-pubs/files/review-migration-system-final-report.pdf
https://mandalapartners.sharepoint.com/:f:/s/PCAPropertyCouncilofAustralia/EiYxycrBfNxFodpcz2_XkL0BxlcInWVi5HTShINc7ooAng?e=Atrt59
https://oia.pmc.gov.au/sites/default/files/posts/2024/05/Impact%20Analysis_4.pdf

The Government’s proposed student caps will not fix the
problems in the rental market

: | The caps will cost jobs and strain the economy
,: I“l‘

-

The Government should directly address the housing crisis
and encourage the growth of private PBSA

Appendix
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We modelled the impact of the international student caps over four steps

Approach

Result

Notes: NOSC refers to Net Overseas Student Commencements

2026 without cap

<

@ Forecast international

university students

Determined the relationship
between international student
commencements and total
enrolments at each university.
Used this relationship to
calculate international
student numbers under the
caps.

No. of international
university students

o)
&%/

403,733 378,064

2026 with cap

%

@ Forecast international

VET students

Determined the relationship
between student visas and
NOSCs, and between student
visas and enrollments.

Used this relationship to
calculate how the caps would
impact the number of enrolled
students.

No. of international VET students

2026 without cap

256,964 227,058

2026 with cap

2026 without cap

o

@ Distributed international

students across LGAs

Determined the distribution of
VET students using 2021
census data.

Determined the distribution of
university students using a
model calibrated against the
2021 census.

No. of metropolitan
international students

355,158 329,625

2026 with cap

Sources: Department of Education (2024); ABS (2021); NCVER (2024); Department of Home Affairs (2024); Student Accommodation Council; Mandala analysis.

@ Calculated the impact
on the rental market

® Calculated the number of
international student renters,
removing share of students
living with friends, relatives, in
on-campus accommodation
and in private PBSA.

= Applied the impact of
population change on rents.

Weekly mean metropolitan rents

$632 $627

2026 without cap 2026 with cap
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https://www.education.gov.au/international-education-data-and-research/international-student-monthly-summary-and-data-tables
https://www.abs.gov.au/statistics/microdata-tablebuilder/tablebuilder
https://ncver.edu.au/research-and-statistics/data/databuilder
https://www.homeaffairs.gov.au/research-and-statistics/statistics/visa-statistics/study
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