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The award-winning team at Herron Todd White know
property. Our Certified Practising Valuers appraise
property worth over $80 billion each year.

Why do our dients keep turning to us for their
property advice? One word...
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Townsville in Focus

Residential property investment has become an important component of
wealth creation for modern Australians. In doing so, technology has played a
big part in helping buyers cross barriers between markets to consider
property investments not just within their own city, but around the whole
nation. It has become more and more common for everyday investors to look
at purchasing rental properties in cities and suburbs that they have never
seen for themselves. While this sort of purchasing is a healthy sign of a
sophisticated, robust economy, buyers need to be careful about getting the
right information from the right source to help guide their decisions.

In this publication Herron Todd White presents trends from surveys,
conclusions from our research and shares some of the market intelligence
that our valuers also use "in the field" on a daily basis to provide absolute
surety to our clients on the current position of the value of their properties.

Their advice is not based on any automated model, and as our advice is
given on a fee for service basis, there is no hidden agenda other than
provide the most independent reliable current position of your property's
worth.

Released quarterly, Townsville in Focus provides an overview of commerce
and the changing elements affecting the different property sectors in the
region. Should any of the material arouse questions, please do not hesitate
to contact our office on 07 4724 2000.

Ross Turner
Managing Director




Townsville in Focus

Townsville's property markets have continued the distinct change in
sentiment that took root from about November 2007 on. Since that time,
demand for residential property has cooled as buyers have become more
and more discerning, the number of properties listed for sale has increased,
and properties are taking longer to sell. The balance of power between
market players, which previously favoured sellers because of the overheated
market environment, has now shifted strongly in favour of buyers.

The change in market conditions has caused us to advance our Townsville
residential property clock — refer Image 1 — into the slowdown phase of the
cycle, from market peak conditions evident three months ago.

Commercial and industrial markets are lagging slightly behind the residential
market in the cycle, and are now judged to be at the peak of their market
cycle.

Image 1
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Business Dynamic

Image 2
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week, about 72% below the level reached at the end of 2007.



Building and Construction

Image 4

Townsville / Thuringowa Monthly Building Approvals (Number) Image 4 shows
400 - q that the high rate of
A4 Houses Units Total (Trend) housing approvals
has eased a little
over the last few
months in tandem
with the slowdown
in real estate sales.
They are now
running at a trend
level of approx-
imately 220 per
month, consisting
of 135 houses and 85 units. The current rate of 220 approvals per month
compares to approximately 235 per month six months ago, a 7%2% reduction.
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Commercial Property

Townville’s
industrial
property market
continues to
experience
strong demand
from the boom in
mining  service
industries,  with

the majority of
demand

originating from
intending owner
occupiers rather
than  investors.

Image 6
Townsville's New Industrial Market
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The shortage of industrial land remains, and though there is some land
available for purchase off the plan, there is virtually no serviced industrial
land available ready to build on. Construction approvals for new industrial
premises are also running strongly.

Image 7
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Residential Market Dynamic

Image 8
Image 8 shows Townsville/Thuringowa House Sales Volume
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achieved in
corresponding months of 2007 and are now similar to the pre-boom levels of
2002.

Image 9
Townsville/Thuringowa Median House Price Our median
$400,000 (Source: HTW Analysis of RPData) pnce analyS|S —
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June 2008 are
down by about $30,000 across the board, which equates to roughly a 10%
reduction at the cheaper end of the market and/or houses in mortgage
sensitive locations, but a lesser percentage reduction for more up-market
houses where demand has not suffered to the same extent. Our prognosis is
that house prices will stabilise and then remain relatively steady for the
remainder of 2008.



Residential Market Dynamic

Image 10
Townsville/Thuringowa Unit Sales Volume Unit sales (referred
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Image 11 shows Townsville/Thuringowa Median Unit Price
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in April 2008. The
current market range for an established unit still ext

ends from $220,000

through to $450,000. The median price of new units has also come down,
but more as a result of compositional change rather than price reductions,

with most developers holding prices.




Residential Market Dynamic

Our Townsville unit
survey —  refer
Image 12 — shows a
March 2008 supply
of 1,600 inner city
and suburban units
approved in current
and forthcoming
developments in
Townsville, of which

1,000 wunits have
been released into
the market In a

Image 12
Units in Current and Forthcoming Unit Developments, March 2008
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Suburban

further 600 remain in the pipeline. There was a total of 452 units available for
purchase as at the end of March 2008, compared to a sales rate of 168 units
sold during the quarter.

Image 13
Townsville/Thuringowa New Land Sales
(Source: HTW Analysis of RPData)
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The land market —
refer Image 13 —is
also experiencing a
reduction in sales,
reflecting a slow-
down in demand
as purchasers,
especially builders,
are becoming less
anxious about their
ability to secure
future home
construction  sites.
We are now

starting to see some completed lots with ‘for sale’ signs in new estates, in
contrast to the market’s reliance on off the plan sales which had been the
only means of purchasing land for some time.




Residential Market Dynamic

Image 14

Townsville/Thuringowa Median New Land Price
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Recent movements
in the median land
price  series -
depicted in Image
14 - are somewhat
tentative as a result
of the small
volumes of sales
which have been
able to proceed to

settlement and
enter the statistics.
The latest data
show the April

2008 median allotment price increasing to $175,000, which in our view
reflects a shift to proportionately more recent settlements having taken place
at the higher end of the market (due to persistent shortages of cheaper

priced stick) rather than fundamental price rises.

Image 15
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sales rate so far this year of 978 lots per annum.




Residential Market Dynamic

Image 16
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for houses, 2.0% for units, and 2.1% overall. We

expect the market to

maintain a low vacancy situation as a result of on-going demand for rental
accommodation outstripping new supply coming onto the market.

Image 17
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accommodation which tends to attract higher levels
than do rental houses in suburban locations.

of transience/turnover




Rural Market Dynamic

Image 18
Returns 10 Tsaronne World Sugar Price USc/lb
Australian sugar | s600 - (Source: Sugar Online) - 18.0
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c/lb in 2008-09,

equatng to approxiamtely $A280 per tonne at current exchange rates, as
world sugar production and consumption expected to come into more even

balance.
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Image 19 depicts
the median $ per
hectare cane farm
price in the
Burdekin and
Herbert  districts,
expressed in index
terms after
adjustment for
inflation. It shows
solid increases in
cane farm values
in  both districts
from 2005 to 2007,

in the order of 25% per annum, but the increase has not carried though into

the small number of sales recorded thus far in 2008.




Rural Market Dynamic

Image 20
Queensland Cattle Market Index & Australian Dollar The QCMI graph —
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Immediate outlook is for a continuation of strong cattle prices due to herd
rebuilding Australia wide following several years of drought.

Image 21

Image 21 reveals

that Queensland Australian Grazing Property Indexes
Properties >2,000 Hectares - Base of Index 1980=1 00
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sales recorded to date, with the Queensland index increasing by 6.7% and
the national index by 32.3%.



Market Intelligence

Rural Grazing

No Address Land Area Contract Sale Price $/ha Bare
(ha) Date
1 Somerville Station , Richmond 29,234 15/05/08 $12,100,000 $369

Comments - Located about 90km north of Richmond, 440km east of Mt Isa and 605km west of Townsville
with the homestead being 10kms from the Richmond-Croydon Road system via formed earth road.
Country type is an equal balance of broken black soils, Gidgee/Bauhinia forest including Beefwood, Tee
Tree, Concul berry and shrubs. There is river frontage to Express Creek to the west supporting heavy
stands of buffel and Box flats. Improved with an extensive homestead complex.

2 Zig Zag Station , Ewan Road 21,560 27/03/08 $5,100,000 $188
Comments - A coastal ranges property of mostly hill side grazing with some softer creeks and improved
with house, sheds, yards and watered mainly by dams.

Commercial/Industrial

No Address Land Sale Sale Price Yield PSM Bldg
Area (m?) Date
1 29 Crocodile Cr, Mount St 2,343 30/05/08 $840,000 $359 (Land)
John, Industrial Vacant
Land

Comments This is a vacant, level industrial allotment. The site has been cleared, levelled and filled
- where necessary to present an allotment ready for improvements.

1 806 Ingham Road, Bohle, 31,820 13/03/08  $11,700,000 8.25% $879
Industrial property

Comments This is a level 3.182 hectare , rectangular shaped, corner leasehold allotment in an

- established industrial area, with main road exposure. It is zoned "Industry”. Erected on the
property is a large semi modern style, single level factory/ warehouse complex, comprising
large factory with associated office/ amenities area, workshops and storage areas.
Additional components under construction formed part of the purchase price. Additional
improvements include substantial concrete hardstand and car parking area, water tanks,
transformer, boundary fencing and landscaping.

Residential
No Address Land Area Contract Date Sale Price
1 Mitchell Street, North Ward 667 sgm 6/2008 $500,000

Comments - This is a 3 bedroom, 1 bathroom, circa 1930, highset. The property is within close proximity to
the Strand which adds considerable appeal and would benefit from renovations, alternatively current Mixed
Residential zoning allows four units to be developed analysing to $125,000 per unit.

2 Charles Street, Heatley 617 sgm 6/2008 $285,000

Comments - A detached, circa 1975, highset, 3 bedroom, 1 bathroom, dwelling, with 1 car under dwelling.
This is a standard dwelling with average external presentation and good internal presentation. Internally
the dwelling has been partly renovated with modern, standard quality kitchen, partly renovated bathroom,
average paint and polished timber floors. Located on a busy 2 lane road.




Real Property Investment

Did you know that there are over $60 million in Tax Benefits available to
Investors in Urban Townsville?

Herron Todd White research has revealed that 30% of residential properties
in the Townsville/Thuringowa urban areas are owned by investors. This
equates to approximately 15,000 properties for which the Australian Tax
Office (ATO) allows the owner to claim tax depreciation allowances. With
residential properties averaging $4,000 per property per year in depreciation
allowances, it can be easily calculated that over $60 million is available to
investors in legitimate tax deductions.

There appears to be a lack of tax depreciation claims on investment
properties. This could be due to the fact that many people don't realize what
the ATO actually allow deductions for. The ATO in fact not only approves
depreciation claims on the main building itself, but also permits deductions
on any substantial improvements and fixtures/fittings such as kitchen
appliances, floor coverings, hot water systems, air-conditioning units and so
on. The amount of these deductions depends upon the age, size and quality
of the property. However, they are generally in the order of two thousand
dollars to ten thousand dollars per annum for a residential property.

It is @ common misconception that older properties may not have worthwhile
depreciation allowances. Regardless of the age and condition of any
existing fittings or fixtures, the ATO accepts that they still have worth to the
new owner and can be depreciated accordingly. Even if you have owned an
investment property for some time, and haven't claimed anything before,
based on the original purchase information you are able to adjust your tax
return for the previous five years.

Herron Todd White can work out what the depreciation allowances for an
investment property are, and employs qualified Quantity Surveyors to
provide this service. The schedules are accepted by the ATO and generally
cost around $495 to $660 for an inspection and preparation of the report.

A worthy amount when it can save you thousands. Phone our office for
more information on 07 4724 2000 or visit htw.com.au



Darren Robins

Experience

Darren has in excess of 6 years experience within the property consultancy/
valuation field. Darren manages the Residential Division of Herron Todd
White's North Queensland office based in Townsville and oversees a variety
of residential property valuations/ consultancy tasks. Darren’s valuation
experience began when he joined the Gil Wright & Associates and
Department of Natural Resources & Mines in 1999 as an Assistant Valuer
after a 9 year banking career. This experience proved a valuable platform as
Darren became Director — Residential Valuations at Herron Todd White
North Queensland in 2004.

Qualifications
Bachelor of Applied Science (Property Economics)
Associate Member of API
Certified Practicing Valuer
Queensland Registered Valuer

Expertise

- Residential property valuation
Residential unit development valuations
Residential litigation
Consultancy in sustainable development.



Townsville in Focus

Townsville's residential property markets are winding down from the peak
market conditions experienced at the end of 2007, with the market swinging
from a distinctly sellers’ market to one where the buyers are increasingly
wielding the balance of market power. The prognosis for the remainder of
2008 is for a continuation of the wind-down with prices firstly stabilising and
then starting to return to the growth path dictated by their long term trend.

Commercial and industrial markets are now at peak market conditions and
can be expected to follow behind the residential market as local business
and economic confidence softens.






