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About This Report

PRP Valuers and Consultants 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.

We regularly undertake valuations of residential property for mortgage
purposes, as well as for development funding purposes. We also
undertake valuations of commercial, retail, industrial, hotel and leisure
and special purpose properties for many varied reasons, as set out
later herein.

Please contact a Director of our relevant office for any valuation or
consulting quotations and advice.
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Market Commentary

The global economy is growing,
and world GDP is expected to
rise at close to trend pace in
2010 and 2011. Global financial
markets are functioning better
than they were a year ago
although credit conditions remain
difficult as banks continue to face
loan losses associated with the
global financial crisis.

Economic conditions in Australia
have been stronger and
measures of confidence have
recovered. The Australian
economy continues to grow with
the latest figures from the
Australian Bureau of Statistics
(ABS) showing the economy
grew by a seasonally adjusted
0.5 per cent during the March
quarter 2010. The annual growth
rate rose by 2.7 per cent,
reflecting a relatively healthy
result given the economy is still
in the early stages of an
economic recovery.

The total number of jobs
advertised in major metropolitan
newspapers and on the internet
rose by 1.8 per cent in March to
an average of 162,692 per week.
Although only a small increase,
the continued growth in job ads
followed a significant increase in
February (19.1 per cent) and
provided the first annual growth
rate of 8 per cent since July
2008. This is translating into
employment growth and
contributing to keeping the
unemployment rate relatively
stable.

Official employment figures from
the Australian Bureau of
Statistics revealed that the
unemployment rate remained
steady at 5.3 per cent in March
2010. The number of people
employed increased by 19,600
people to 10.988 million.

Victoria & March Quarter 2010

Business confidence eased
slightly in March but remained
firmly in positive territory for the
third consecutive quarter. The
National Australia Bank survey of
business confidence for the
March quarter 2010 fell one point
to 17. The results are consistent
with continuing strong domestic
demand and employment growth
during the March quarter.

The latest ABS retail trade
figures show that sales in March
rose 0.8 per cent, seasonally
adjusted, compared with a fall of
1.2 per cent in February. In
seasonally adjusted volume
terms, retail turnover rose 0.1 per
cent in the March quarter 2010,
this compares to a rise of 1.0 per
cent in the December quarter
2009. Retail sales increased in
seven out of the twelve months
to March 2010.

The retail investment market is
showing signs of improving as
interest from buyers are rising
and sellers are becoming more
willing to part with major assets.
A number of private buyers and
syndicators are acquiring quality
assets which have traditionally
been tightly held.

In terms of the investment market
for commercial assets, the
market for prime and A-grade
buildings has been turning since
the middle of last year, when
listed trusts recapitalised. The
listed property market was
heavily hit early in the global
financial crisis as  asset
valuations were reduced and
gearing levels blew out. A
renewed focus on capital
management has seen
distributions reduced and a
recapitalisation of balance sheets
has lowered gearing levels.
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From the last quarter of 2009
values have begun to stabilise
and the gap
sell ero6s
resulting in an increase in the
level of transactions as witnessed
in the March quarter 2010. The
stabilisation in asset values and
the growing levels of tenant
enquiry are positive factors for
the office sector.

We are closely monitoring both
sales and leasing transactions to
consider the impact the global
credit crisis has had on the
Australian real estate market;
focussing particularly on the
pricing of property today relative
to the pricing of property before
the credit crisis.
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Melbourne Office
Market

Tenant Demand

As shown in the graph on the
right the Me_lboume Om(j\e, market Melbourne CBD Office Market Net Absorption
has experienced positive net
absorption levels since January B
2004. Since January 2008 tenant 190,000
demand has been trending B,
downwards with the latest figures 130,000
showing a more subdue level of o
demand compared to previous

levels.
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Over the 12 month period to
January 2010, Melbourne has
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recorded a positive net SEEETIIIITIIICIiIIiEIEIEiiiig
absorption of 15,920 square FOETESESETSIRESE RS STESS TS
metres of office space. January 199610 January 2010

Peman.d for A-gradg office space Source: PRP Research/PCA Office Market Report January 2010
is relatively strong in the current

economic climate reflecting a net
absorption level of 159,242
sguare metres over last year.

Occupied Stock and
Vacancy Level

The Melbourne CBD office
market is the second largest Melbourne Office Market
market in Australia and currently
comprises 3,994,626 square
metres of office space. 43.5 per - ai% 18.0%
cent of the existing office stock in
Melbourne is A-grade office
space, followed by B-grade office
space accounting for 23.5 per
cent, followed by Premium office
space which accounts for 15.0
per cent, then C-grade office
space with 14.9 per cent of total
office stock and finally D-grade
office space accounting for 3.1
per cent of total office stock. 8Prerrium 8 A grade B-grade 16 grade D orade

In terms of pccupied stock levels, Source: PRP Research/PCA Office Market Report January 2010
the total office market recorded a

0.4 per cent increase over the
year.

outperforming all other sub- negative change in occupied
In the six months to January markets; followed by A-grade stock levels, decreasing
2010, the Premium sub-market office space increasing by 2.8 moderately by 3.2 per cent in the
posted a 3.8 per cent increase in per cent. The C-grade office six months to January 2010.
occupied stock levels space reported the largest
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Overall, the Melbourne CBD
recorded a vacancy rate of 6.6
per cent, which is below the
national CBD average of 7.6 per
cent for January 2010. This
reflects a slight 1.8 per cent
increase from July 2009 where
the vacancy was 4.8 per cent.
The increase in the vacancy rate
was driven by a significant supply
addition of 134,452 square
metres of office space; almost
three times the 15-year average.

All sub-markets posted an
increase in vacancy rates except
for the C-grade office space
which tightened from 5.1 per cent
to 3.5 per cent and the A-grade
sub-market which remained at a
vacancy rate of 4.5 per cent in
the six months to January 2010.

The Premium office vacancy rate
increased the most rising from
4.3 per cent to 10.6 per cent over
the six month period.

Development Activity

Short term

The Melbourne office market is
likely to see the potential addition
of 115,177 square metres of
office space throughout 2010, of
which 82.3 per cent is pre-
committed for new
developments, highlighting the
demand for office space in
Melbourne. One of the
developments is located at 717
Bourke Street in the Docklands.
The development will comprise of
39,800 square metres of office
space with an average office
floor plate size of 3,000 square
metres, 3,500 square metres of
retail space and parking for 430
cars. The development s
scheduled for completion in the
second quarter of 2010.

Long term

Throughout 2011, the Melbourne
office market is will potentially
see an addition of 45,824 square
metres of office space. There is
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Qccupied Stock {(sqmj)

Melbourne CBD Office Market Occupied Stock & Vdacancy Rate
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currently 177,660 square metres
of mooted developments. There
are two developments providing
office space throughout 2011.
One development is located at
321 Exhibition Street i a full
refurbishment of the building will
provide 30,824 square metres of
office space.

The second project is a new
development located at 111-141
William Street. The development
will comprise of 15,000 square
metres of office space with an
average office floor plate size of
2,250 square metres and 2,000
square metres of retail space.

National Comparison

The Melbourne office market
currently recorded the third
lowest vacancy rate at 6.6 per
cent in comparison with all other
major capital city office markets
over the six months to January
2010.

The highest increase in vacancy
rates recorded for total office
space across Australia was for
the Brisbane CBD with an
increase of 1.8 per cent from
10.7 per cent recorded in July
20009.

reflected the

Brisbane also




highest vacancy rate of 11.3 per
cent across all major capital
cities.

The Canberra CBD was the only
capital city to record a decrease
in vacancy rates over the six
months to January 2010, falling
by 0.5 per cent to a vacancy rate
of 8.7 per cent.

The city which recorded the
lowest vacancy rate across all
other major capital city office
markets was Hobart CBD at a
vacancy rate of 3.7 per cent.

Investment Activity

Signs of a stronger economy and
improving market sentiment have
seen an increase in sales activity
for the Melbourne CBD from late
last year and have continued into
the beginning of 2010.

Private and offshore investors
are most active in the market,
taking advantage of the lower
interest rate environment and
softer yields. In the first quarter of
2010, three major CBD sales
transacted totalling  $155.87
million. The largest sale was SEB
Asset Management acquiring a
50 per cent interest in the Myer
National Support office located at
800 Collins Street in the
Docklands area for $76.87 million
on a yield of 7.75 per cent.

Major investment sales for the
Melbourne CBD for the first
quarter of 2010 are listed in the
table on the right.

383 King Street,
VIC

Two Trinity Group entities, the
Trinity Stapled Trust and the
unlisted Trinity Property Trust,
have sold 383 King Street in
Melbourne to Henkell Brothers
Australia for $34 million on a
yield of about 8 per cent. The
Trinity Group entities purchased

Melbourne,
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800 Collins Street, Docklands

the office tower for $41.2 million
in 2006.

The 12,975 square metre office
is leased to National Australia

Bank untii May 2013. The
property occupies a site area of
2,206 square metres and

includes 104 parking bays.

The sale price equates to a
building rate of $2,620 per
square metre and a site rate of
$15,413 per square metre.

800 Collins  Street
interest), Docklands, VIC
European funds company SEB
Asset Management has acquired

(50%

a half interest in the Myer
National Support Office located at
800 Collins Street in Docklands
for $76.87 million from Lend
Leaseds
Property Fund.

The price reflects a capitalisation
rate of 7.75 per cent of the
forecast fully leased net income.
Myer will occupy the entire office
component of the 30,000 square
metre building, filling 10 flexible
office floor plates of 3,000 square
metres.

The sale price equates to a
building rate of $5,125 per square
metre.

Austral



