
The Multiplication of the Margin 
 
According to the theory of marginal utility as developed by William Stanley 
Jevons, price is always set at the margin. From this point of view, price is 
determined not so much by what buyers are prepared to pay, but rather by the 
limits set by what they won’t pay. 
 
In the 1850s, when he was working on his theory of marginal utility, Jevons was 
living in Sydney. The cost of property, including house prices at the time, was an 
important reference point for his understanding of the manner in which the 
economic apparatus as a whole functioned. Jevons, of course, was witness to the 
operations of a relatively closed economy: Sydney, despite being very much a 
part of a wider colonial network, was fundamentally defined by the tyranny of 
distance. In any economic transaction in the colony, the margin most often found 
its limit at the edge of the small pool of colonial investors.  
 
In the early 21st century, the Sydney housing market could not be more 
different, and yet the margin continues to play a defining role. House prices now 
bear almost no relation whatsoever to the wages/income of the average city 
resident. Instead the limits to pricing are set, as often as not, by what can be 
borrowed as credit and deployed against the ever-growing strength of an 
international investment market. If there even is a margin anymore, as envisaged 
by marginal utility theorists like Jevons, then globalisation, derivatives markets 
and digital communications have insured that it lies somewhere within an ever-
fluid financial sphere, or within China’s middle class, rather than within the 
geographical limits of Australia’s wealthiest city.  
 
In 2013 the New York Times described housing as a ‘new global reserve 
currency’. David Graeber, similarly, argues that real estate has become 
something like U.S. treasury bonds, a basic currency of the international rich. 
How then to understand the relationship between housing and price? This paper 
seeks to undertake a preliminary investigation of this increasingly problematic 
relationship. 
 
 
 


