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About This Report

Preston Rowe Paterson prepare standard research reports covering the main
markets within which we operate in each of our capital cities and major regional
locations.

The markets covered in this research report include the commercial office market,
industrial market, retail market, hotel and leisure market and residential market as
well as economic factors impacting on the real estate markets within we operate.

We regularly undertake valuations of commercial, retail, industrial, hotel and leisure,
residential and special purpose properties for many varied reasons, as set out later
herein. We also provide property management services, asset and facilities
management services for commercial, retail, industrial property as well as plant and
machinery valuation.

To compile the research report we have considered the most recently available
statistics from known sources. Given the manner in which statistics are complied and
published they are usually 3-6 months out of date at the time we analyse them.
Where possible we consider short term movement in the statistics by looking at daily
published data in the financial press. Where this shows notable fluctuation, when
compared to the formal published numbers we have commented accordingly.
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Economic Fundamentals

GDP Unemployment (Rate and Persons)
GDP figures for the December quarter are not available until the 5th 875000 s
March 2014, however PRP Research over the September 2013 825,000 6.75

quarter revealed that the Australian economy grew by 0.6% season-

ally adjusted. In comparison to the September quarter 2012, growth 2 1o 625%
of 2.3% was recorded. Over the September quarter, the main con- 3 v 5.752
tributors to expenditure on GDP were Public Gross Fixed Capital 2 Eem A o] 5258
Formation (GFCF) (1.3%), which measures the value of acquisitions é : vV g
of new or existing fixed assets by the business, government and £ 625000 4755
household sectors less the disposals of fixed assets. S sram ..u"nw.lu- o
The Terms of Trade over the quarter declined by 3.3% reflecting an R 878
annual decline of 3.6%. Terms of Trade represent the relationship 475,000 il a5
between the prices of exports and imports. "m "||m ||”
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§ 2500000 /'N L At the date of publishing, the official Cash Rate over the December
8 200000 \\ l/l -.N —\__/V \’l\.' 4 quarter 2013 remained unchanged at 2.50%. The cash rate has re-
~ a0 mained unchanged since September and is recording its lowest level
LNEE since the RBA began recording dat a.
R 10 cember, the RBAOGs Governor Glenn Ste
ST 20 Aln Australia, the economy has been
- 1 an the past year and the unemployment rate has edged higher. This is
¢ 88 5 ¢ 88 8 3 8 3 3 9 3§ 7 3 3 likely to persist in the near term, as the economy adjusts to lower
3 £ 4 2 4 2 4 2 48 2 4 2 & 2 4 2 & levels of mining and investment. Further ahead, private demand
= Gross Domestic Product Seasonally Adjusted =), Change Seasonally Adjusted OUtSide the mining sector iS expeCted to increase at a faSter pacev
though considerable uncertainty surrounds this outlook. There has
Chart 1 8 Gross Domestic Product (GDP) & Source ABS been an improvement in indicators of household and business senti-

ment recently, but it is still unclear how persistent this will be. Public
spending is forecast to be quite weak.

Labour force

Cash Rate
The official employment figures released from the Australian Bureau 0
of Statistics revealed that the unemployment rate increased by 1.12

percentage points to 5.8% seasonally adjusted as at December
2013.

7.0
6.0

Employment over the month to December recorded a decline of 50
31,571 persons from 8,099,264 reflecting a percentage decline of
0.39%. In comparison to December 2012, there was growth of
0.44%, which was an increase of 35,906 persons.

4.0

Cash Rate

3.0

The number of unemployed seeking full time employment increased 20
over the month by 13,273 persons to 532,372. reflecting a percent-

age increase of 2.56%. The number of unemployed seeking part time 4®
employment declined by 5,273 persons over the month to December oo
to 189,613 reflecting T 2.71%. 2
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The participation rate recorded a slight decline of 0.2 percentage ot Rate
points over the month to December to 64.6%, with year on year com-
parison revealing a 0.7% decline.

Chart 3 8 Cash Rate & Source RBA
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CPI

According to the Australian Bureau of Statistics Category 6401.0
Consumer Price Index (December
CPI increased by 0.8% over the quarter to December 2013 from
104.0 to 104. 8. I'n comparison
Groups CPI has increased by 2.8 index points which reflects annual
growth of 2.75%.

The most marked price rises over the December quarter were for
fruit (+8.1%), vegetables (+7.1%), domestic holiday travel and ac-
commodation (+6.9%), international holiday travel and accommoda-
tion (+2.6%), tobacco (+2.2%) and new dwelling purchase by owner-
occupiers (+1.0%). The most significant price fall over the Decem-
ber 2013 quarter was attributed to automotive fuel, declining by
1.1%.
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Consumer Sentiment

The Westpac Melbourne Institute of Consumer Sentiment Index
declined by 4.8% in December from 110.3 in November to 105.0 in
December. Over the quarter the index has declined by 5.6 points, a
decline of 5.06%. In comparison to December 2012, the index has
increased by 5 index points reflecting a 4.97% increase.

Over the year of 2013 the Consumer Sentiment Index remained
above 100 in all months apart from May, when it experienced the
trough of 97. 6. For the month
mi st Bill Evans, comment ed

index since July this year. It is 4.3% below the average print for the
last 3 months which covered the post-election period and the time of
most euphoria around house
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Commercial Office Market

Sydney CBD

Investment Activity

PRP Research recorded a number of reported sales transactions
that occurred in the Sydney CBD Office Market during the three
months to December 2013.

A Chinese Investment Corporation has purchased Centennial Plaza
at 260-300 Elizabeth Street in the Sydney CBD  for $320 million .
The building comprises 53,635 sgm and was purchased on a yield
of 8.2%.

A Swiss real estate firm has purchased the 1,440 sqm heritage-
listed building at 117 Harrington Street, Sydney CBD for more than
$12 million . The property was purchased on an initial yield of 9.1%
and is subject to a 99 year ground lease with 92 years remaining to
the Sydney Harbour Foreshore Authority.

A private Hong Kong investor has purchased a 15-level office tower
at 171 Clarence Street, Sydney CBD for a reported $37.9 million .
The sale price reflects a fully leased yield of 7.85% .

Far East Organisation, a Singaporean Group has purchased a B-
Grade office tower at 227 Elizabeth Street, Sydney CBD for $145

Drailliod mabnedr ,i sWesd Ipatccdé LCbi et eEcdeati al

Welelhelegsedi s t he | owest l evel of

Ausgrid has sold Ausgrid House at 550-570 George Street, Sydney
. The property has a gross building area of

21,930 sqgm and a NABERS energy rating of 2.0. No further details
were released.

t he
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Leasing Activity

PRP Research recorded several notable leasing transactions that
occurred in the Sydney CBD Office Market during the three months to
December 2013.

Hipages Group an online personal training and natural health network
have leased a 1,200 sgm office suite at 338 Pitt Street, Sydney CBD
for a gross annual rental of $550 per sgm

Development Sites

The Property Council of Austral
2013 has been analysed to derive new commercial office building
developments;

The development at 8-12 Chifley Square is expected to be completed
in 2013, which comprises 19,135 sgm of new supply over 21 office
levels and will have 31 car spaces. The building is 50% owned by
Mirvac and 50% owned by K-REIT Asia. The completion date of the
new development at 180 Thomas Street in the Sydney CBD has been
pushed back from the fourth quarter of 2013 to the first quarter of
2014. This development is owned by TransGrid and will introduce
13,941 sgm of office stock into the market. There will be 9 office levels
with an average floor plate size of 1,549 sgm and parking for 18 cars.

Property Council of Australia

The | atest statistics from the
Office Market Report July 2013 have been analysed to derive at the
following findings:

Supply by Grade (Stock)

Over the six months to July 2013 there was 57,200 sgm of new supply
which entered the Sydney CBD Office Market due to the completion of
a new development at 161-163 Castlereagh Street, Sydney. Partial
supply accounted for 33,643 sgm resulting in total supply of 90,843
sgm. This was offset by 29,191 sgm of stock withdrawals over the
period which reflected a net supply of 61,652 sgm in the six months to
July 2013.

Premium Grade office stock accounted for 59,100 sgm of supply, how-
ever also experienced stock withdrawal of 906 sgm in the six months
to July 2013. Premium Grade now comprises of 777,799 sgm reflect-
ing 15.8% of the market share.

A Grade office stock recorded 30,743 sqm of new supply enter the
market and experienced 5,296 sgm of stock withdrawals. Total A
Grade stock is now 1,812,314 sgm which maintains its majority share
of the market with 36.9%.

B Grade office stock recorded minimal supply of 1,000 sgm, and rec-
orded 17,183 sgm of withdrawals. This resulted in a decline in total
office market stock to now be 1,552,518 sqm reflecting a market share
of 31.6%.

Both C & D Grade recorded no supply additions over the six months to
July 2013, however experienced withdrawals of 1,516 sgm and 4,290
sgm respectively to total stock levels of 578,254 sgm and 197,059
sgm respectively. Total market share for C & D Grade is now 11.8%
and 4% respectively. The Sydney CBD total office market supply is
4,917,944 sgm as at July 2013.

Phone: +61 2 9292 7400
Fax: +61 2 9292 7403
Address: Level 11, 80 Clarence Street Sydney NSW 2000

Email: mailroom@prpsydney.com.au
Follow us: Visit www.prpsydney.com.au to follow us
© Copyright Preston Rowe Paterson NSW Pty Limited

Sydney CBD Total Stock by Grade
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Chart 6 Sydney CBD Total Stock by Graderce PCA

Total Vacancy

In regard to vacancy, the Sydney CBD office market recorded an in-
crease in the total vacancy rate by 1.7% to 8.9% as at July 2013. Sub-
lease vacancy accounted for 0.7% of the total and 8.2% was attributed
to direct vacancy. This increase in vacancy reflects an increase in
vacant stock of 88,636 sqm, with 70,097 sqm attributed to direct va-
cancy and 18,539 sgm to sub-lease vacancy.

P 1188 Gabahcy as GtAtly™615 as Rdorded & 837,582 dgh, dtdHigh- ( P CA)

est level since January 2012. Premium Grade office stock recorded
64,696 sqgm of vacant stock which reflects a vacancy rate of 8.3%. A
Grade vacancy was 184,743 sqm reflecting a vacancy rate of 10.2%.
B Grade vacancy was 123,557 sgm with a vacancy rate of 8%. C
Grade total vacancy was 49,833 sgm (8.6%) and D Grade vacant
stock was 14,558 sqm (7.4%)

Sydney CBD Commercial Vacancy Rates
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Chart 7 Sydney CBD Commercial Vacancyi Fsatece PCA

North Sydney

Investment Activity

PRP Research recorded few major transactions that occurred during
the three months to December 2013 in the North Sydney office mar-
ket, however;

ul
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Singaporean Trust Suntec REIT has purchased a 40,000 sgm office
building at 177 Pacific Highway, North Sydney for $413.9 million .
The property was purchased on a yield of 6.89% and reflected a rate
of approximately $10,500 per sgm

Cromwell Property Group has purchased the North Point Tower at 100
Miller Street, North Sydney , which comprises 32,500 sqm of office
and 2,600 sgm of retail space. The property was purchased for $278.7
million on a yield of 8.7% .

Ho Wye Tong, a Singaporean based developer has purchased a
10,800 sgm office tower at 99 Mount Street, North Sydney for $47
million . The property was purchased on a yield of 8% displaying a
rate of approximately $4,325 per sqm

Property Council of Australia

The | atest statistics from the
Office Market Report July 2013 have been analysed to derive at the
following findings:

Supply by Grade (Stock)

In the six months to July 2013 the North Sydney office market record-
ed a decline in total supply of 1,093 sgm. This is attributed to with-
drawals of 1,443 sqgm which was offset with 350 sgm of supply.

Premium Grade, A Grade and D Grade did not record any supply or
withdrawal over the six months to July 2013. Stock levels remained
unchanged at 36,500 sgm (4.2%), 186,296 sgm (21.6%) and 21,662
sgm (2.5%) respectively.

B Grade recorded the supply addition of 350 sgqm and no withdrawals,
which brings total stock to 431,216 sqm and total market share to
50.1%. C Grade experienced withdrawal of 1,443 sgm which brings
total stock to 184,787 sqgm and total market share is now 21.5%.

North Sydney CBD Stock Levels by Grade
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Total Vacancy

The North Sydney office market recorded an increase of 2.8% in total
vacancy as at July 2013 to 10.6%. Sub-lease vacancy accounted for
2.1% of the total and direct vacancy accounted for 8.4%. The increase
in vacancy reflects increases of 8,951 sgm for sub-lease vacancy to
18,478 sgm and 23,680 sqm for direct vacancy to 90,946 sqm.

Over the six months to July 2013, Premium Grade office stock vacan-
cy remained unchanged at 1.6% to remain at 591 sgm of vacant
stock. A Grade total vacancy was 13,935 sgm as at July which reflects
an increase of 2.2 percentage points to 7.5%. B Grade office stock
total vacancy increased by 5,435 sqgm to 38,971 sqm reflecting a per-
centage increase of 1.2% and brings total vacancy to 9%.

C Grade office stock recorded the most marked increase in total va-

cancy over the six months to July 2013. Total vacancy increased by

14,171 sgm reflecting an increase of 7.8% to vacancy of 18.2%. Final-

Ip P 6rade yfficeCstooknrecdrded aonfargifaliircreaseadf B4as@nsre- ( P CA |
flecting a total vacancy increase of 0.2% to 17.9%.

North Sydney CBD Commercial Vacancy Rates

14
13
12
1

Vacancy Rate (%)

Ok M WA OO N ® ©

3
3

m Direct Vacancy W Sub-Lease Vacancy

Chart 9 North Sydney CBD Commercial Vacancy atese PCA

Crowbs Nest/ St Leonards

Property Council of Australia

The | atest statistics from the Prog
Office Market Report July 2013 have been analysed to derive at the

following findings:

Supply by Grade (Stock)

I'n the six months to July 2013 the

market recorded a decline of 4,668 sgm, with no new supply entering
the market. A Grade, B Grade and D Grade all remained unchanged
with no supply or withdrawals recorded. Stock levels are currently at
102,699 sgm (28.2%), 69,288 sgqm (19%) and 15,603 sgqm (4.3%)
respectively.

C Grade recorded the stock withdrawal of 4,668 sgm and lowered its
total stock to 176,338 sqm as at July 2013 and still maintains a majori-
ty share of the supply market with 48.5%. C Grade did not record any
supply additions over the six months to July.
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Crows Nest/ St Leonards Stock Levels by Grade
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Parramatta

Property Council of Australia

The | atest statistics from the
Office Market Report July 2013 have been analysed to derive at the
following findings:

Supply by Grade (Stock)

Total office stock in the Parramatta office market recorded a tightening
of 11,018 sgm over the six months to July 2013. There was a marginal
881 sgm of supply recorded and 11,899 sgm of stock withdrawal. A
Grade and C Grade office stock remained unchanged over the six
months to July 2013 with stock levels of 255,017 sgm (36.9%) and
144,739 sgm (20.9%) respectively.

B Grade office space recorded 881 sqm of supply and withdrawals of
4,070 sgm resulting in total stock levels of 155,467 sgm which reflects
a market share of 22.5%. Finally, D Grade which recorded withdrawals
10fs 7,829 sam eesulted in total stock declining to 136,480 sgqm and
reflecting a market share of 19.7%.

Chart10Cr owds Nest/ St L e o inSourcd PCASt ock Leve
Total Vacancy
The Crowbdbs Nest/ St Leonards offic

total vacancy over the six months to July 2013 of 1.8%. Direct vacan-
cy accounted for 1.6% increasing to 13.2%. Sub-lease vacancy in-
creased by 0.2% to 0.6%. The increase in direct vacancy and sub-
lease vacancy reflects vacant stock levels of 47,901 sgm and 2,209
sgm respectively.

A Grade office stock direct vacancy increased by 701 sqgm (0.7%) to
12,943 sgm and sub-lease increased to 1,805 sqm (1.8%). B Grade
office space recorded a decline of 1,280 sgm (1.8%) to 6,713 sgm. C
Grade office stock recorded a 2.9% (4,877 sgm) increase in direct
vacancy to 14.3% and a tightening of 0.1% (216 sgm) in sub-lease
vacancy to 0.2%. D Grade direct vacancy increased by 781 sqm (5%)
to 3,030 sgm and sub-lease vacancy recorded a tightening of 900
sgm to record no vacancy over the six months to July 2013.

Crows Nest CBD Commercial
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Parramatta CBD Stock Levels by Grade
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Total Vacancy

The Parramatta Office Market recorded a decline in the total vacancy
of 16,299 sgm over the six months to July 2013 reflecting a percent-
age decrease of 1.8%. Direct vacancy accounted for 16,967 sgm
which reflected a 2.3% decline, however was offset by sub-lease va-
cancy which increased by 668 sgm which reflected 0.1%.

A Grade office stock direct vacancy declined by 4,124 sgm in the six
months to July 2013 to 5,534 sgm (2.2%) and sub-lease vacancy
remained unchanged at 680 sgm (0.3%). B Grade office space re-
vealed a direct vacancy decrease of 1,656 sgm to 8,279 sqm (5.2%)
and sub-lease vacancy increased from 0 to 199 sgm (0.1%).

C Grade office stock recorded a decline in direct vacancy of 3,309
sqm to 24,748 sqm (17.1%) and sub-lease vacancy increased from 0

1 9 sgm (0.1%). Finally, D Grade office space direct vacancy de-
clined Ey 7,878 sgm to 11,845 sgm (8.7%) and sub-lease vacancy
increased by 350 sgm to 394 sqm (0.3%).

Prop:
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Parramatta CBD Commercial Vacancy Rates
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Chatswood

Property Council of Australia

The | atest statistics from the

Office Market Report July 2013 have been analysed to derive at the
following findings:

Supply by Grade (Stock)

The total office stock in the Chatswood Office Market declined by
1,617 sqm to 279,228 sgm over the six months to January 2013, with
the entirety of the withdrawal attributed to A Grade stock. A Grade
continues to maintain a majority share of the Chatswood market with
155,795 sqm (55.8%).

B Grade, C Grade and D Grade office stock all remained unchanged
over the six months to July 2013, with no supply or withdrawals rec-
orded. B Grade comprises 76,746 sgm (27.5%) of the total office mar-
ket, followed by C Grade with 46,233 sgm (16.6%) and D Grade with
454 sqm (0.2%).
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P

Total Vacancy

The Chatswood CBD office market recorded a 0.9% increase in total
vacancy in the six months to July 2013 with total vacant space now at
27,230 sqm. Direct vacancy increased by 3,697 sgm, however sub-
lease vacancy declined by 1,332 sgm.

A Grade direct vacancy increased by 1,172 sgm to 13,060 sgm
(8.4%) whereas sub-lease vacancy declined by 1,213 sgm to 1,400
sgqm (0.9%). B Grade direct vacancy increased by 1,849 sqm to 9,952
sgm (13%) and sub-lease vacancy remained unchanged at 0 sqgm. C
Grade direct vacancy increased by 676 sgm to 2,818 sgm (6.1%)
whereas sub-lease vacancy declined to record no vacancy. D Grade
direct and sub-lease vacancy remained unchanged over the six
months to July recording no vacant stock.
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North Ryde/Macquarie Park
Investment Activity
PRP Research recorded few transactions that occurred during the
three months to December 2013 in the North Ryde/Macquarie Park
office market, however;
ASX listed property group Stockland has sold a 14,672 sgm office
asset at 78 Waterloo Road, Macquarie Park for $72 million . The
property sold on a yield of between 7% and 8% and reflects a rate
per sgm of around $4,907 .
An 11,323 sqm data centre at 54-60 Talavera Road, Macquarie
Park has been purchased by Securus Data Property Fund for $48
million . The property was purchased on a yield of 8.29% .
Property Council of Australia
The |l atest statistics from the Prop

Office Market Report July 2013 have been analysed to derive at the
following findings:
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Supply by Grade (Stock)

Over the six months to July 2013, the North Ryde/Macquarie Park
office market declined by 5,504 sqgm to 834,445 sgm. A Grade office
space continues to maintain a majority share of the North Ryde office
market, accounting for 578,427 sgm (69.3%) despite recording a
3,419 sgm stock withdrawal. B Grade followed, remaining unchanged
at 234,812 sgm (28.1%). B Grade office stock has not recorded any
change in stock levels since July 2009.

C Grade office stock recorded a stock withdrawal of 2,085 sgm to
result in 18,485 sgm (2.2%) of market share. D Grade remained un-
changed at 2,721 sqm and comprises 0.2% of the total North Ryde/
Macquarie Park office market.

North Ryde Total Stock Levels
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Total Vacancy

The North Ryde/Macquarie Park market recorded an increase in total
vacancy in the six months to July 2013 of 0.4%. Direct vacancy in-
creased by 0.4% to 6.7% and sub-lease vacancy remained un-
changed at 1.1%. The increase in vacancy reflected an increase of
3,616 sgm for direct vacancy and a marginal decline of 42 sgm for
sub-lease vacancy.

A Grade direct vacancy increased by 1,605 sgm to 26,145 sgm
(4.5%); sub-lease vacancy also increased by 1,185 sgm to 3,750
ssqm (0.6%). B Grade direct vacancy increased by 2,011 sgm to
24,771 sgm (10.5%), whereas sub-lease vacancy declined by 1,227
sgm to 5,193 sgm (2.2%). C Grade sub-lease vacancy remained
unchanged however total vacancy recorded an increase of 3% to
28.9% due to withdrawals of stock from the market. D Grade re-
mained unchanged recording no direct or sub-lease vacancy in the
six months to July 2013.
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Retail Market

Investment Activity

PRP Research recorded a relatively low number of major retail trans-
actions that occurred in New South Wales during the December quar-
ter 2013.

A syndicate of private investors have purchased the 4,422 sqgqm Graf-
ton Mall at 52-74 Fitzroy Street, Grafton for $10.55 million on a
yield of 8.43% . The centre comprises 15 specialty shops with Coles
Supermarket the anchor tenant.

BWP Trust has purchased the 23,753 sqm Hoxton Park Central bulky
goods retail complex at 2 Lyn Parade, Hoxton Park for $40.75 mil-
lion . The complex was sold fully leased with a WALE of 7 years.

Telstra Super will partner with Federation Centres to purchase the
Carlingford court sub-regional shopping centre on the corner Pen-
nant Hills & Carlingford Roads, Carlingford. The centre will be
purchased for $177 million and reflects a rate per sqm of approxi-
mately $5,363 and a passing yield of about 7.25% .

Economic Statistics

According to the Australia Bureau of Statistics category 8501.0 Retail
Trade (November 2013), the retail turnover figures recorded in New
South Wales produced varied results.

The total retail turnover in New South Wales grew by 0.41% over the
month of November 2013, with an annual total retail turnover growth
of 4.91% seasonally adjusted. This reflects turnover for the month of
November of $6,805.7 million. Over the month of November, declines
were experienced in Food Retailing and Department Stores of 0.8%
and 3.41% to monthly turnover of $2,721.4 million and $484.3 million
respectively.




