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e Commercial markets generally have fallen by
20-30% across the board since the 2007 peak.

e The number of buyers in the market for higher
value product has diminished significantly. There
have been virtually no transactions (other than
shopping centres) higher than $10m outside
Brisbane

* There is still good demand for sub $5m product,
but the only sellers are under duress and there
is a shortage of stock
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« Development land of any sort is on the nose.
Lack of feasibility, difficulty in obtaining finance
and uncertain  business conditions are
combining to stifle new development.
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Economic Drivers
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State economic growth is strong
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After a positive start, a tough year..

* Interest hikes, RSPT, Election
« Stimulus money is running out

* Asset values have probably bottomed, but going

nowhere
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v South East Queensland Prime Yields
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Cash is competing with property...
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Commercial Markets
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Commercial Market Hotspots

e Brishane vacancies are at 12%. Still significant new
supply to hit (111 Eagle St)

» After a positive leasing start to the year, the market is
hitting the wall. Rents are continuing to come under
pressure and incentives are still climbing.

« Energy efficiency and green star ratings are becoming a
major factor in lettability, particularly in CBD fringe
markets

* Owner occupier demand is steady but tops out at circa
$5m in Brisbane.
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v Commercial Market Hotspots
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* Gold Coast office markets are being hammered.

« There is a significant quantity of distressed stock (eg
Southport Central) Prices have dropped from up to
$4,500/m2 to $2,500/m2

» There have been no commercial sales >$8m this year
* Robina Town Centre is sucking in activity from all around

* Well leased sub $3m properties are saleable.
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Cades Country Shopping Centre

Sale Price $1,250,000
Sale Date Dec 2009
Tield: 9.03%
Past Price $1,580,000
Sale date: Oct 2005
Tield: 6.98%

Vartation -21%
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1. Cayill Ave, Surfers Paradise

SalePrice; $12,250,000
Sale Date July 2009
Tield: £.03%
Past Price: $13,175,000
Sale Date: Dec 2003
Tield: 5.01%

Wariation: 1%
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* Sunshine Coast — There is a consolidation of
activity into Maroochydore at the expense of
Kawana. A new 10 level State Govt building in
Maroochydore is expected to further impact on
the markets.

» Cairns has a new 10,000m2 State Govt building.
Secondary backfill space will increase vacancies

* Townsville is OK. A Grade Vacancies are at
7.9%

e Other markets are generally soft but stable
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The Development Equation
v Doesn't Work!
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Simple Development Exercise

Development Cost

Land 4000 m2 g $300 /m2 1,200,000
Building 2000 m2 g $800 /m2 1,600,000
Interest 120,000
Acguisition Costs 50,000
Total Cost $ 2,920,000
Achievable Walue
Achievable Income 2000 m2 @ F120 im2 240,000
Capitalized at 8.590% % 2823529
less leasing costs 0.15 36,000
Incentive 3 months 60,000 96,000
$2,727529
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Brisbane Industrial
v Markets
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« Leasings for the first half of the year are down by
c30%

¢ Pre-commitments down by circa 60%
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Brisbane Industrial
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e Land values appear to have stabilised in
good locations but values are down by 20-
30%. Activity levels are low

e Flight to quality locations.
Wacol, Brisbane Trade Coast.

e There has been a moderate recovery in
the small unit market, but still a substantial
supply overhang
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Gold Coast Industrial
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¢ Yields are in the high sevens for low end well
leased stock, but into the 8% and 9% for larger
or short WALE stock.

* Land in Yatala has fallen to somewhere in the
low $200/m2 range. Englobo industrial land has
probably fallen at least 30-40% (if you can get a
buyer).
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e Townsville industrial land is very oversupplied.
There are few transactions and values have
fallen from $250/m2 to $180/m2

» Mackay industrial sites fell from ¢$240/m2 and
are now in the $180-$200/m2 range. Demand is
steady

e The Sunshine Coast, Rockhampton,
Toowoomba, Bundaberg markets are very slow
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« Retail conditions are deteriorating and
there is likely to be no market rent growth
for the next two years. Vacancy levels are
likely to increase

e Buyers have retreated from secondary
high value properties in regional locations.

e The quantity of investment properties
available has not been high.

www.htw.com.au
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v Retail Markets
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» Bulky Goods centres doing it tough

» Established strong neighbourhood centres are
still easily saleable. Not much is available. Yields
are circa 7.5%-8.0%

e Strip centres will remain saleable due to price
threshold and more realistic rent structures.
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Lessons of the Downturn
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« Windows of opportunity for large
properties in regional locations are short!

» Regional markets are small and volatile.

« When markets don’'t make sense, there'’s a
correction coming

« Large development sites carry a huge risk
profile
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v The Next 12 Months
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« Yields and rents are going nowhere and if
anything are likely to soften

» Development land values will continue to
slide until development is feasible and
finance opens up.

* We're nearer the end of the downturn than
the beginning

» There is good opportunity out there

www.htw.com.au

STATE OF THE STATE

Gavin Hulcombe
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sisbane
rpdata F_
Repoted Aucions 124
e / Sold: 24
Nt ok 100

x

Reported Austions: 494 Reported Auctions: 9
Sold: 38 Sold: 317 Sold: 3
Not Sold: 27 Nat Seld: 177 Not Sold: 6
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Residential Dwelling Sales
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Brisbane

Sunshine Coast
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" Paddington/Bardon Total number of sales = 103
8 sales $2-$4m New Farm/Newstead
1 sale $4m+ 6 sales $2-$4m

Graceville/Chelmer
14 sales $2-$4m

Bulimba/Hawthorne 1 sale $7.2m

17 sales $2m-$4m
2 sales $4m+

Toowong/St Lucia
Indooroopilly
IAuchenflower
11 sales $2-$4m
1sale $7.75m

Clayfield/Ascot/Hamilton Brookfield/Fig Tree
28 sales $2-$4m Pocket Pullenvale
5 sales $4m+ 8 sales $2-$4m
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Fringe Development Sites
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Large Unit Project Site Sales
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v Apartment Site Sales

Herron

Todd White

Sunshine Coast

1 28 408 . o

7 .37 @ # #

&8 @ 3 [ |

7 r 7 = $ #$ !

#0 2;>)& 1 & #$

2 . ! $# 18 e
$ '@ + ( $ # $

@ + 4(( 1=

.:( .

www.htw.com.au



State of the State August 2010 - Herron
Todd White

v Issues to watch

» Construction Costs
Interest Rates

« Unemployment / Economy
» Motivation of sellers
Availability of funding
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STATE OF THE STATE
Tod Gillespie
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Residential Market Overview
v
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Volume of sales

fallen from

17,000 in 06/07

to

9,800 in 09/10

(only 2000 between 1 January and June 30)
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& House Market Supply

n I](‘”“'il‘

I(:fm \"“ « Broadbeach Waters
has 168 properties
for sale

* 226 house sales in
12 mths to end
March 2010

« 36 are asking over
$1,000,000

« 70 over $1.0m sold
in same period
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House Market Supply

v
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« Pacific Pines - 200
houses for sale

e 344 house sales in
12 months to end
March 2010

¢ ie 10 months stock
on market
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Prestige Residential Sales

1-3 Britannic Cr, Sovereign Islands
Sold April 2008 for $3,800,000
Renovated - $1.0m

Re-sold March 2010 for $7,200,000

255 Monaco Street, Surfers Paradise
Sold April 2005 for $7,675,000
Renovated - $3.0m

Re-sold February 2010 for $8.500,000

Prestige Residential Sales

52 Admiralty Dr, Surfers Paradise
Sold November 2005 for $5,700,000

Re-sold May 2010 for $5,750,000

122 Commodore Dr, Surfers Paradise
Sold September 2007 for $5,755,000

Re-sold July 2010 for $3,750,000

Prestige Units

26702 Ephraim Island, Paradise Point
Sold September 2003 for $2,250,000
Re-sold April 2010 for $1,810,000.

2471 Skyline North Tower, Chevron
Renaissance, Surfers Paradise

Sold May 2007 for $4,000,000

Re-sold June 2010 for $2,100,000

Highrise Settlements

400 sold off the plan out of
505 units.

Sales range from $9,000 to
$12,000/sgm

Re-sales of units in quality
buildings up to 4 years old
range from $4,500 to
$8,500/sgm.

Blue Sky.....

« Economy will recover

* Population is growing at 15,000 pa

« Billions being spent on infrastructure

* Good weather and surf — Tourist mecca

e Opportunistic buyers will be rewarded

STATE OF THE STATE

Graham Gross
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Growth in Central Queensland Growth Drivers
Population Growth
Coal Cattle
Population Centre Average Growth Last | Projected Growth
5 Years
Frazer Coast 2.5% to 4.5% 2% to 3%
Bundaberg 1.5% to 3% 1.5% to 2%
Gladstone 3% to 4% 2% to 3% .
bt bhchedd Tourism Cane
Rockhampton 1.5% to 2.5% 1.5% to 2%
Emerald 2% to 3.5% 2%
Mackay 3% to 4% 2%
Whitsundays 2% to 3% 2%
Coal Coal
Source: QId Dept of Mines and Energy Source: QId Dept of Mines and Energy
Housing Typical Houses
Median Price Growth in Last Trend from
Dec 2009 12 Months Peak of Market
Frazer Coast $315,000 5% Flat
Bundaberg $295,000 10% Flat to small
growth Bundaberg $417,500 Gladstone $417,000
Gladstone $355,000 Flat Down 6%
Rockhampton $330,000 8% Flat to small
growth
Mackay $440,000 5% Growth of 5%
Rockhampton $514,000 Mackay $535,000
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Whitsundays

Port of Airlie

Whisper Bay

Pavilions on 1770

* Thinly traded

Englobo Land Market

» Cautious buyers re-entering the market

Industrial and Commercial Markets

Relatively small markets

Strength is in the industrial area of Paget
Yields generally 8.5% to 9.5%

New lots in Emerald

Mark Quinn
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Development Site Sales
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Development Site Sales

Development Site Sales
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Townsville New Land Sales and Supply
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HTW Survey

Cairns

Cairns Airport Passenger Numbers

Monthly Passenger Arfivals + Departures (excl Transits)
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Cairns Port Douglas

Cairns Residential Unit Market

Number of Units (New Developer Stock)
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Thank you

Disclaimer

The information contained in this report is provided in good faith and has been
derived from sources believed to be reliable and accurate. However, the report is
not intended to be comprehensive or render advice and neither Herron Todd
White nor any persons involved in the preparation of this report accepts any form
of liability for its contents. This report has copyright and cannot be reproduced
without written permission of Herron Todd White.




