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New South Wales

Residential Overview

We're hitting the year’s mid-point and with markets
having now well and truly established their direction,
we've asked our talented crew to give us a half-time
rundown of the residential sector in their service
areas.

From high-end housing to affordable units, it's a
ready guide on where to look and what to avoid in
order to profit most as we journey into the second
half of 2018.

Sydney

In February we shared our predictions for the 2018
property market and how it would fare in comparison
to the past several years of exceptionally strong
conditions across Sydney. Those predictions outlined
that the Sydney property market is diverse and

that certain property types and locations would
stabilise, however other property types, markets and
submarkets would begin to show signs of weakening
as the property fundamentals of supply and demand
and tighter lending policies took effect.

Generally speaking, the wider market has cooled
with transaction numbers falling, selling periods
extending and prices declining. “Sydney dwelling
values have fallen by 1.2% over the three months to
April 2018 and they are 3.4% lower over the past

year", and “are now 4.3% lower than their July 2017
peak”, according to a recent CorelLogic report. This
is highlighted by current auction clearance rates at
around 60% across Sydney which is well down on
this time last year.

Western Sydney

As in other parts of Sydney, well presented and high-
quality properties in Sydney's west are still achieving
relatively strong results, however less desirable and
average quality stock is being discounted as buyers
in many areas have more options and aren't willing to
pay strong money for average stock.

Interest in new land releases, whether vacant land
or house and land packages, remains steady with
developers continuing to stage releases to ensure
demand remains relatively strong. This has resulted
in a consistent level of demand for master-planned
subdivisions.

We have noticed a number of settlement valuations
for new units not meeting their off the plan prices
when purchased during stronger market conditions,
mostly in 2015 and 2016. Whilst mostly occurring
for overseas buyers, this could trigger a flow of
sales post settlement due to difficulties obtaining
finance and rental yields not meeting expectations
thanks to high investor participation. An example is
in Parramatta with an off the plan sale in October
2014 of $672,000 and recent resale in March 2018

for $630,000. Whilst not an indication of the wider
Parramatta market, it does highlight that discounting
does occur and if a large number of vendors have to
offload property at the same time, it could lead to a
market correction as new benchmarks are set.

Market drivers to keep an eye on during the
remainder of the year are interest rates, any
tightening of lending criteria and property supply.
Any significant increases to the cash rate may

have flow-on effects to the home loan market,
leading to the potential for more distressed sales as
homeowners and investors may struggle to meet
the larger repayments on highly geared mortgages.
This has the potential for some pockets of Sydney
to experience sharp decreases in values in the short
term.

Similarly, any large volume of supply flooding a
particular market sector combined with an overall
slowdown, tougher lending criteria and possibly
higher interest rates will eventually lead to a sharper
slowing of the market. We believe this is more likely
with high-density units as investor participation is
higher and as densities increase markets can be
supplied quickly.

Another area to keep an eye on for the remainder
of the year is suburbs that allow dual occupancy
development following the recent release of

the NSW Government's new Low Rise Medium
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Density Housing Code. This will allow one and

two storey dual occupancies, manor houses and
terraces to be constructed under a fast track
complying development approval. With duplex style
development popular in some areas of western
Sydney, this fast tracking of approvals may lead

to more interest and participation in the market
resulting in a boost to owners of blocks meeting the
new minimum requirements.

Inner Sydney

The inner west and inner regions of Sydney include

a vast range of property types that appeal to a

broad spectrum of purchasers including first home-
buyers, upsizers, downsizers and investors. Overall
we are seeing the majority of these areas returning
to longer-term averages with typical auction rates
over recent months being closer to the 60% mark.
Auction numbers and clearance rates for these areas
during early to mid 2017 were generally well above
70%.

Housing market conditions in general have continued
to slow after a period of sustained growth over
recent years. For example, Sydney's inner west

has seen dwelling values come back by 6.8% as

at 1 May 2018 (CoreLogic), the second largest fall
across Australia’s capitals, although this region of
Sydney has been performing extremely well for a
sustained period of time and it is not uncommon

for a previously heated market to experience a

slight correction. There are also property types and
locations that continue to be in high demand such as
Annandale, which was named the most popular inner
west suburb in a recent article by Realestate.com.au.

Annual change in capital dwelling values as at 1 May
2018:

Sydney - Northern Beaches  -3.7% [l
perth-Southast -3.7% [

sydney - InnerSouth west — -4.0% [l
sydney - suthedand  4.2% [l

Sydney - Blacktown  -5.2% -
Sydney - Baulkham Hills & Hawkesbury  -5.5% [
Sydney-Ryde 575 ([

Sydney - Morth Sydney and Hornshy — -6.5% -

Jp, Srney - Imer West -6.8% [
arwin .7.7% (N

(Source: CoreLogic)

The new unit investment market in particular is now
feeling the squeeze as banks have tightened lending
criteria across the board with a focus on interest-only
loans and investment loans. This is intensified with
lending restrictions on certain postcodes, most of
which are high-density apartment markets around
the city fringe locations.

Based on recent indications we anticipate that the
property market will continue in a similar fashion
for the remainder of 2018. We consider that the

market will generally remain subdued with longer
selling periods as buyers can be more selective and
the frenzy style buying conditions are no longer a
factor. Oversupply is a strong word, but there is some
evidence of this in certain areas. The market is still

to take many large-scale developments, particularly
around Green Square. It remains unknown whether
investors and overseas purchasers will have any
issues when it comes time to settle. What we are
seeing is an increasing number of units which sold off
the plan in the past two to three years being valued
below purchase price when they become due to
settle.

During the heated market conditions experienced

in recent times, it was common that most property
types and locations performed well, however

given that we are now within a different part of

the property cycle there is likely to be a contrast
between good quality properties and inferior
alternatives. Property types that appeal to the
broader market (owner-occupiers and tenants alike)
and location fundamentals such as proximity to train
or light rail, shopping, cafes, parks and other services
and amenities will continue to be key in ensuring that
a property performs well.

Other factors that may have a material effect on the
market could relate to interest rate changes (RBA or
bank rates), the banking royal commission, legislation
and politics, media and overall consumer sentiment.
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Eastern Suburbs

The eastern suburbs market is currently witnessing
some mixed results which vary between market
segments and property types. The first quarter of
2018 started fairly stably however more recently
has seen some softening in values, extended selling
periods and auction clearance rates falling to 68.3%
as at 27 May, compared to 79.4% at the same time
last year (source: CorelLogic).

The stronger sector of the market is currently good
quality prestige houses in the $5 million to $10
million price range. In a recent article published

on 23 May (realestate.com.au), prominent eastern
suburbs agent, Alexander Phillips, stated that “it's
harder to sell a $900,000 apartment by the beach
than a house for $8 million in Bellevue Hill in the
current market”. As he points out, it's just harder to
borrow money, which is reducing the buying power
for people looking for apartments. “If you had a two
bedroom apartment in Bondi open for $900,000
you'd get four or five groups, but if you had a house
priced at $6 million or $8 million in Bellevue Hill
you'd get 20 groups... there are just more buyers at
that price point at the moment,” he said.

While the prestige housing sector remains somewhat
stable, the general unit market is showing signs of
market resistance compared to previous years. A
Bellevue Hill unit was originally passed in at auction,
then set an asking price of $929,000 which was
further reduced to $890,000 and was then sold

6 Latimer Road, Bellevue Hill which sold on 12 th May for
approximately $8,600,000 after the first open home and
approximately 3 days on the market.

for $870,000. Although not a significant reduction,
this is something very rarely seen in the eastern
suburbs over the past several years. Buyers have a
more reserved attitude and we are expecting this to
continue for the remainder of the year.

10/175 Victoria Road Bellevue Hill is a typical 2 bedroom, 1
bathroom art deco unit (on a busy road sold on 4th May for
$870,000 after 85 days on the market.

Southern Sydney

Like Sydney in general, the southern suburbs have
shown mixed results over the first part of the year,
generally down overall but with some suburbs
showing more resilience than others. Market activity
has slowed and auction clearance rates are down

to 61.3% from 70.9% for the same time last year
(source: CorelLogic). Whilst the region has shown

an overall decline in dwelling values, Oatley's 2018
median house price has increased slightly by 0.5%
from 2017. Engadine, however, is a suburb that has
shown a drop of 11.1% in its median price compared
to 2017, almost wiping out the 15.2% increase it saw

in the period from 2016 to 2017 (source PriceFinder).

A recent example of the declining market is a home
in McRaes Avenue, Penshurst, located in a well-
regarded section of the suburb. This property sold
in September 2016 for $1.5 million and sold again in
May 2018 for $1.48 million, highlighting that in some
areas, properties are now starting to fall back below
late 2016 prices.

McRaes Avenue, Penshurst (Source CorelLogic)

Month in Review
June 2018
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Prestige suburbs appear to be performing better
however again there have been some mixed results
as market activity in this section of the market

has slowed compared to mid-2017. Burraneer has
experienced a 5% drop in median sale price from
2017 while Sylvania Waters is up by 10.8% according
to PriceFinder (although this is based on a small
number of sales year to date).

New units are taking longer to sell with an increasing
number of developers offering incentives to
purchasers. An oversupply of units is still possible as
a large number of new complexes reach completion
over the next two years.

Lower North Shore

The Lower North Shore market is currently
performing as we expected and in line with most
other Sydney markets for the most part. A general
slow-down is being reported by local agents in the
area with fewer potential purchasers at open homes
and fewer bidders come auction time. Although

RP Data's weekly auction results don't specify the
clearance rate for the Lower North Shore market
specifically, it is incorporated in the North Sydney/
Hornsby sub-region break-down. This sub-region had
a relatively strong 71.4% clearance rate for the week
ending 27 May, the latest data available before this
publication (source CoreLogic).

Although the general Lower North Shore market is

showing some resilience, we do expect the market
to further soften over the next few months and then
stabilise towards the end of the year. The investor
product in particular, as in other areas, appears

to be constrained by difficulty in gaining finance.

It is becoming evident that the restrictive lending
environment is the main driver of softening prices,
rather than an actual lack of confidence in the
market. With the current banking royal commission
being undertaken, we do not see any potential
change in restrictive lending in the near future.

Prestige property on the Lower North Shore has also
appeared to follow the current general market trend,
with a reduced number of potential purchasers and
these buyers now having the luxury of taking their
time to make decisions in purchasing. This hasn't
necessarily resulted in reduced sale prices as yet,

as we are still seeing some very strong results. In
particular, Cremorne had a record suburb sale in
March this year, with a prestige waterfront home
selling for $18 million (source: Domain). Indicating
the continued strength of the prestige market, that
record lasted just over two months, broken by the
sale of 8 Wonga Avenue, Cremorne in late May for
around the $19 million mark (source: Domain).

The purchaser is reportedly a foreign buyer, showing
that they are still present and remain confident

in this segment of the market. The banking royal
commission on lending restrictions will have less

impact in the prestige market, which is likely part of
the reason we haven't seen the same clear softening
market conditions for prestige property on the Lower
North Shore compared to the general market.

8 Wonga Road, Cremorne (source: realestate.com.au)

Lismore / Casino / Kyogle

A broad overview of how the Lismore/Casino/Kyogle
market is doing at the moment can be summarised

Month in Review
June 2018
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as remaining stable. This market segment is being
driven primarily by the local market and doesn't
include many non-local investors. Rural townships
such as the Casino and Kyogle CBDs continue to
remain steady with no drop in sales volume.

The established housing sector remains steady and
is the primary product purchased in the Lismore/
Casino/Kyogle shire. In general, there are not many
new homes being sold in Casino or Kyogle, however,
a high number of construction loans are happening
with new builds in Goonellabah and Lismore and the
occasional sale of a new duplex unit.

The rural residential property market located west
of the Casino and Kyogle CBDs hasn't seen much
market movement lately and sales continue to
remain relatively steady. Sales in these secondary
locations tend to not be as quick to market as those
of the smaller residential sales that have a superior
location. Housing statistics in the Lismore region,
specifically auction clearance rates, are generally
good depending on the type of property in the
market. Auctions of smaller residential properties
seem to see the best results and have a steady
presence in today's market.

The general outlook remains steady for houses in
the Lismore/Casino/Kyogle shire as we move into the
second half of the year. Values seem to be increasing
and sale volumes remain strong.

As for units located in this area, there is not a lot of
product. Sales for this particular sector are thinning.

The main drivers for the Lismore/Casino/Kyogle
market include retirees and people who wish to move
closer to the CBD within these townships. It is these
sales that contribute to the continuation of steady
market sales within this region.

lllawarra

Halfway through the year and 2018 is shaping to be
the weakest year in terms of residential property
growth since at least 2012. Currently, we are
experiencing much weaker conditions than we have
gotten used to over the previous five years. Agents
are reporting reduced demand, lower number of
serious buyers attending open homes. Overall sale
volumes have dropped. Over the 12 months to April
2018, CoreLogic have reported a 2.7% increase in
dwelling values.

This is well down from the previous 12 months which
saw a 17.4% increase.

When the market was experiencing strong growth we
noticed a trend towards selling by auction as agents
were struggling to set prices that were constantly
increasing, the preference being to openly let
competitors bid prices up.

Now with demand having dropped auctions are not
nearly as successful. CoreLogic has reported weekly
auction clearance rates between 38.7% to 46.4% for
the first 3 completed weeks in May.

Mid North Coast

This month, as we near the halfway point in 2018,
we look at how the Mid North Coast residential
market is tracking. Whilst regional values of
residential property have generally been easing
across the country, the major regional centre of Port
Macquarie is still generally trending upwards during
the first half of 2018, however at a much steadier
rate than in late 2017. However, there are some areas
that have recently seen a stabilising of values and
these include the outer fringe subdivisions of Port
Macquarie and the western towns.

Most recently, we have seen some recent re-listings
of dwellings that sold during mid to late 2017. These
are coming back onto the market at similar values to
previous sale prices and in several instances, below
previous sale prices. Most of these can be attributed
to properties purchased at above market value when
demand was high and listings low.

Recently, selling periods have increased and are back
to more reasonable periods (one to three months)
which was the norm before the second half of 2017.
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The southern towns of the mid north coast, including investors are still attracted to Newcastle because It seems however at this stage that the Newcastle

Taree and Forster Tuncurry have seen slowly of its size, cheaper prices and proximity to Sydney. market does not rely as strongly on Sydney as the

increasing values and good demand over the past six These investors are still the strongest players in the Knights do on Mitchell Pearce. The Knights may have

months. These towns tend to lag the major regional local market with their demand for property still high. crashed due to his loss but Newcastle's property

centres and often still have ample stock available at a market seems to be weathering the storm, but for

reasonable price.

Newcastle

It is the middle of the year, the days are short and the
mornings are cold, only the dedicated are swimming
at Newcastle baths, the Knights are reeling from the
loss of star recruit Mitchell Pearce and the city is still
recovering from the heart-breaking A-League grand
final loss.

While Newcastle's sporting fortunes are dwindling,
the same can't be said for the local property market.
With Sydney’s market on a well-advertised decline,
many expected Newcastle to shortly follow, a
prediction that has not yet occurred.

A major rejuvenation of the CBD, a mining sector
recovery and a strong tourism push are just

some factors contributing to Newcastle's growing
economy. Generally, with a strong local economy, the
property market is strong and this is certainly the
case at the moment with Newcastle.

Even though the Sydney market is cooling off, it
is still the most expensive in the country meaning

There are a number of apartment blocks being built
across the CBD and most of these apartments are
sold off the plan as soon as they become available,
with one local agency reporting that they sold an
entire block within a week.

A recent auction in Bar Beach saw a home advertised
with a price range of between $2.8 million and $3
million. The property sold for $3.5 million at auction
with eight bids amongst four registered bidders.
While this property is certainly in Newcastle's
prestige market, agents are reporting that average
homes are still not lasting long on the market and
vacant land in the outer developing suburbs is still
selling fast.

There is no doubt the market is still strong but there
is certainly caution in the air.

Agents are seeing fewer numbers at open homes
and the number of apartments being built in the
city has some experts believing we could end up
with an oversupply situation similar to that seenin
some of the major metropolitan areas around the
country. Others still believe Newcastle is too directly
connected to Sydney's market for its decline not to
eventually be passed on.
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Tamworth

Well, we have made it half way and so far the
Tamworth market is continuing to trade strongly
across all sectors. Residential properties are trading
well with both owner-occupiers and investors being
active. There has been a noticeable increase in the
number of prestige properties being sold across
several suburbs, with strong prices and limited time
on market achieved. As we reach the middle of the
year, the slight dip in construction we noticed at

the start of the year appears to have stabilised and
increased slightly, however it still appears to be down
on what was occurring this time last year. This is

still being attributed to the change in the first home
owner grant as it is the lower end of construction
(§350,000 to $450,000) which has slowed down.

The newer sections of Calala, North Tamworth and
Moore Creek have seen an increase in sale prices

as newer homes come onto the market as owners
upgrade. The increase also seems to be attributed
to the subdivisions now being more established with
less construction happening around the homes, and
streets on the whole having a better appeal. It is

not only the newer suburbs performing well - East
Tamworth has seen an increase in values particularly
among the older style brick dwellings. According to
Pricefinder the average increase in median price for
north, east, south and west Tamworth is 11% as at
today’s date. Now, this is skewed data as it is only for
the past five months and not completely up to date,

however gives a good indication of the strength of
the Tamworth market. Given the relative affordability
of housing in Tamworth, the unit market trades

fairly steadily with no real highs or lows. However
with the town continuing to grow and with more
professionals moving in, the executive townhouse
style unit is certainly increasing in demand. A
3-bedroom, 2-bathroom townhouse sold earlier this
year for $550,000 in East Tamworth. With many new
dwellings available in this price range, it shows the
strong attraction for this style of townhouse.

Overall, the Tamworth market has been trading well
and we expect this to continue for the remainder
of 2018. There is some concern given the current
drought conditions and there may be a slight drop
noticed within the rural residential sector, however
local agents continue to report strong demand for
these properties. Tamworth is not a town reliant
on any one industry and although the drought
may affect the rural and rural lifestyle sector, it is
expected that the general residential market will
continue to trade strongly.

Southern Highlands

As we come to the end of 2018FY, across the
Southern Highlands the residential market for
dwellings has experienced a hiatus, with number of
sales contracting from the highs of Q4 2017 and the
average price tracking lower between 4-8% across

the region with the exception of Bowral which has
flattened from the highs of August 2017. The most
active price point continues to be in the $650k-S1m
band. As has been the case historically there is
emerging market volatility in the Rural Lifestyle/
acreage properties in the $2.5m+ sector, where
purchasers tend to be more discriminating in their
purchasing decisions.

With respect to some of the more recent land release
areas across the Southern Highlands, we are noticing
increasing stock levels as new blocks in the 450sgm
-2000sgm land size finally come to market. Because
of the delay in registering titles, some speculative
investors may find their dated lender approvals no
longer current, which may prove challenging with
tightening current credit criteria. For the remainder
of the calendar year, we anticipate some further
easing in the market as the increasing number of
vendors particularly in the vacant residential land
market compete with a limited pool of purchasers

The above being said, existing housing stock located
close into the main townships of Moss Vale, Bowral
and Mittagong, with the benefit of being located
close to retail, medical, school and transport
infrastructure will remain attractive to the Sydney
buyer market, particularly families in the up to $1.5m
pricepoint who continue to “discover” the Southern
Highlands region as an affordable lifestyle alternative
to anincreasingly congested urban existence.
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Gosford

While it can be said we are seeing a decline in supply
in the Central Coast residential market post the 2017
rush, sales are still achieving high numbers (albeit

at a slower rate). The Central Coast real estate
market mirror the Sydney market and we are seeing
properties staying on the market a little longer than
seen during 2017. We are also seeing the return of
the scales of dipping in favour of buyers and cases
of asking prices not being achieved. Bear in mind
though, asking prices are becoming a thing of the
past it seems, with real estate agents opting to
centre the marketing around wording such as “new
to market"”, or “contact agent” rather than signalling
an asking price with negotiations held between
competing parties post the open house inspections -
a quasi-auction in anyone else's language.

As seen in previous cycles, it will take some time for
vendors to accept that the market has and will be
moving away from the bullish market conditions with
a real potential that the record highs that have been
achieved may not be available. As the remainder of
the year closes out, a better indication of just where
we are heading will become apparent. Whether this
will be media or ending rate/policy driven or both
also remains to be seen. Regardless of all this, the
market is still performing well overall. New dwellings
continue to be built within the recently completed
subdivisions at the northern end of the region in
suburbs such as Hamlyn Terrace, Woongarrah,

and Wadlaba. These are the region’s version of the

"mortgage belt” and we will be monitoring things
here as a barometer of the markets sentiment, stress
points, and strengths. These new dwellings appear
to be attractive with first home buyers out of the
Sydney market due to their level of affordability, but
we also note the investor market seems to be holding
representation.

While new dwellings are popular in these areas, so
too are the older, established dwellings due to their
relative affordability. It's an interesting note to make
that many of the dwellings are not old enough for

a complete renovation, but when looking at the
marketing material, there seems to have been a lot of
property styling ahead of placement on the market
for sale purposes being and if the sale number is
anything to go - it has been working well. Higher
values areas such as Terrigal, Avoca Beach, and
Killcare don't appear to be experiencing any change
in sales performance, as we continue to see record
sales in these areas.

Moving into the second half of the year, we would
like to say this trend will continue, but we can't say
this confidence. The rise in queries by the lenders
and insurers, greater levels of urgency by mortgage
brokers along with a slight slowing of sale volumes
leads us to think that the market may be about to
slow - if it hasn't already. The ‘gentrified' northern
suburbs of Long Jetty, Killarney Vale, and Bateau
Bay are continuing to increase in popularity - we
are particularly interested in the Long Jetty market
which seems to lead the field in being trendy.

The Peninsula at the southern end of the region
continues to experience some good sales figures, but
after a stellar run spanning a few years, the volumes
seem to be slowing a bit. The Central Coast remains
a popular and more importantly, an affordable choice
for Sydney buyers and as such we are hopeful that
values across the region will be stable as we head
into the next phase of the real estate cycle. We may
see a gradual shift from a seller's market to a buyer's
market. While we have previously seen bidding wars
amongst purchasers, it now might become a waiting
game for the seller.

The buoyancy of the market over the past several
years has provided us with an increase in residential
unit numbers. There have been a number of recently
completed projects, with more under constructions.
In speaking to the marketing agents, it seems a
majority of buyers are again, coming from the
Sydney market. Along with the general state of the
current market, local projects to further stimulate
the market includes the significant upgrade Gosford
Hospital and completion of the ATO building. These
in themselves have created an air of activity and
positivity in the Gosford CBD. Just outside the
Gosford CBD, the unit market in East Gosford and
Point Frederick are pushing on as construction
continues and more in the pipeline. These
developments have been well received by buyers, but
we remain neutral on whether the high values paid in
some of the developments will be sustained into the
future.

8
=
c
[
=
[72]
o
o

31



Victoria

Melbourne

The demand for Melbourne property is expected
to remain stable, even with the predicted rate rise
this year. According to Your Investment Property's
Market Report May 2018, the slow pace has been
attributed to both offshore and local investors pulling
back due to tighter lending from banks, changes

in negative gearing and depreciation and buyers
having fewer incentives to buy off the plan. Whilst
negative gearing remains available to landlords,
rules are being tightened around what can be
claimed, specifically related to travel expenses and
depreciation deductions.

In December 2014, the Australian Prudential
Regulation Authority (APRA), Australia's banking
regulator, restricted banks to lending not more
than 10% on investor lending. Banks tightened
their policies and property prices started to slow
due to more scrutiny on interest-only loans or
buying for investment purposes. The recent APRA
announcement indicating a lifting of this restriction
(26 April 2018) is likely to have a delayed impact on
the market as banks slowly adjust.

The Melbourne property market has been one of

the most consistent performers over the past few
years. There are signs of the market flattening with a
decline of 0.4% in growth in the month of April 2018.
According to Michael Yardney of Propertyupdate.
com.au, Melbourne's property prices are forecast

to drop by approximately 3% this year, cushioned to

some extent by strong population growth (source:
Propertyupdate.com.au, Yardney, M. May 2018). For
the first quarter of 2018, REIV recorded a Melbourne
median house price of $855,000 and unit price of
$607,000.

Median Sake Price

Source: REIV, Mar 2018

The eastern suburbs
continue to be stable in locations such as
Nunawading, Mitcham and Blackburn, as they appear
to have an oversupply of apartments situated
close to railway stations and other forms of public
transport. REIV Top Growth Suburbs for December
2017 to March 2018 records Wheelers Hill increasing
at 10.60% and Endeavor Hills with 8% for the
quarter. Certain pockets in the outer east are still

achieving double-digit growth.

According to realestate.com.au’s Property Outlook

report (source: News.com.au, Carbines, S. April

2018.), Warrandyte is one of Australia's top 10

suburbs in demand, located only 24 kilometres north-

east of the Melbourne CBD. It offers large parcels of

land with green leafy parks, Yarra River access and
availability of a majority of
the local produce grown in
the area.

The outer south-eastern
suburbs continue to
attract first home buyers

—

L and families looking for

Fauch :—’/—’_’_,/—// affordable “VIng o
amenities and public

5 transport, whilst still being
I a commutable distance

to Melbourne’s CBD. With

many new land releases in
Officer, Pakenham, Clyde and Clyde North, buyers
are able to purchase vacant blocks of land at a
reasonable price and customise the home to meet
their needs.

We expect the inner suburban property market to
stabilise throughout 2018 in suburbs such as Port
Melbourne, South Melbourne and South Yarra. We
expect Melbourne's inner city apartment sector
to flatten and potentially face a slight decline.

The pipeline continues to shrink and limited new
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submissions are being made as the large wave of off
the plan apartment complexes comes to completion
in mid-2018.

Inner Melbourne Supple Pipeline

2R000 1 o, of units
20,000
15,000 =
10,000 =
LN
n -
2018 2019 030 2021 2027

= Complete w Under Construction
 PMlans Approved

= Currently Marketing
= Flans Submitted

Source: JLL Melbourne Apartment May 2018

The Eastern Suburbs continue to be stable in
locations such as Nunawading, Mitcham and

Blackburn, as they appear to have an oversupply of
apartments situated close to railway stations and
other forms of public transport. REIV Top Growth
Suburbs for December 2017- March 2018 records
Wheelers Hill increasing at 10.60% and Endeavor
Hills with 8.00% for the quarter. Certain pockets in
the outer east are still achieving double digit growth.

According to realestate.com.au’s Property Outlook
report (News.com.au, Carbines, S. April 2018.),
Warrandyte is one of Australia’s top 10 suburbs in
demand, only located 24 kilometres north east from
Melbourne CBD, it offers large parcels of land with
green leafy parks, the Yarra River together with a
majority of the local produce grown in the area.

319 Tindals Rd, Warrandyte is 5 bedroom property, is on the market
for $2.4-$2.6 million Source: News.com.au, Carbines, S. April 2018.

The outer South Eastern Suburbs continue to attract
first home buyers and families looking for affordable
living near amenities and public transport, whilst still

being a commutable distance to Melbourne's CBD.
With many new land releases in Officer, Pakenham,
Clyde and Clyde North, buyers are able to purchase
vacant blocks of land at a reasonable price and
customise the home to meet their needs.

The Peninsula continues to be a strong performer,
with many property owners looking to purchase an
investment property or holiday house. According to
the REIV, the December 2017 to March 2018 quarter
list of top growth suburbs names many peninsula
suburbs including Mount Martha, Mount Eliza and
Dromana, which was the third fastest growing suburb
at 18.6%.

Units and apartments are becoming more prevalent
in the south-eastern suburbs as the price of land
increases and developers look to cash in and

take advantage of changing zoning regulations
encouraging development near activity centres. The
price growth for units has increased substantially in
popular hot spots such as Brighton East, Bentleigh,
Cheltenham and Highett. These suburbs are sought
after due to their proximity to both beaches and train
stations and established infrastructure. Clayton is
still a strong performer due to its close proximity to
Monash University. Because of this, many overseas
investors purchase newly built apartments in

this area so that their children are able to attend
university in Australia.

With many inner city suburbs increasing in value,
owners look to use their increased equity to

Month in Review
June 2018
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purchase cheaper investment properties, which
will continue to drive up prices on the Peninsula as
many houses can be let out over the summer with
sizeable rental returns thanks to the likes of short-
term accommodation websites such as Airbnb and
Stayz. The growth in the south-eastern suburbs will
be at a much slower pace as many purchasers are
being priced out of the residential dwelling market.
Apartments and units in these suburbs will continue
to show strong growth due to being an affordable
option within a half hour drive to the CBD.

Inner West Melbourne market remains steady, with

a growing quantum of apartments. A change in the
market has shifted to Moonee Ponds with the biggest
apartment development currently underway, Mason
Square, comprising 1200 apartments within four
towers, by Cayden Developments. The development
is due to open Stage 1 from June 2018. Larger
residential developments are slowly changing profile
Middle Melbourne.

Source: Mason Sqg, Cayden Developments.

The Middle Ring Western Suburbs’ property market
remains moderate as developer interest for compact,
potential developments sites as the area has shown
significant population growth, in particular the
Brimbank municipality. Housing affordability is still
prevalent with the rise in unit developments, and

the upcoming presence of apartment developments
emerging in the suburbs of Sunshine and Sunshine
West. REIV states that the median unit price in
Sunshine is $500,000 contributing to 9.2% of the
market from the March 2018 Quarter. This is showing
a shift to forecast higher density growth and is
expected to hold for the second have for 2018.

The Outer Western Suburbs of Melton, Hoppers
Crossing, Werribee and Wyndham Vale have shown
significant increases in volume due in part to a

rise in first home owners to entering the market
from July 2017, when stamp duty was abolished by
the State Government for first home purchasers
under $600,000. The new construction market still
going strong and is expected to continue, due in
part to further incentives from the Victorian State
Government with the First Home Owners Grant of
$10,000.

We foresee the Outer North Suburbs to continue
its expansion through the assistance of new major
developing estates bringing in increased housing
developments within Craigieburn, Mickleham and
Kalkallo. As construction enhances housing supply

in the outer North, it is still evenly matched with
current housing sales in surrounding northern
suburbs. Median house price growth has increased
from the December 2017 quarter in areas such as
Sunbury and Doreen which have increased by 6.5%
and 4.6% respectively (REIV). Although median
house prices for the outer north are overall level,
auction clearance rates are below expected market
parameters. As the market continues to explore
slightly higher housing prices, we do not expect the
outer north to vastly increase for June 2018

Inner North Suburbs have shown a steady plateau

in market conditions even though people are still
willing to pay more for closer proximity housing near
Melbourne’s CBD rather than heading further out for
less expensive trade-off. There has been substantial
growth within median house prices for sought

after suburb Northcote which has landed a 19.30%
increase in median house price from the December
2017 quarter (REIV). The previous quarter has shown
growth in median housing unit prices in Carlton and
Pascoe Vale being 16.20% and 2.10% respectively.
Although this growth is not the case for most of the
inner northern suburbs as the market explores a
period of moderation.

Affordability constraints, reduced activity from local
and foreign investors, along with a general cooling in
the market, are other factors that have contributed
to the recent softening in the market. With dwelling

Month in Review
June 2018
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values now falling or rising at a slower rate than rent,
gross rental yields are generally tracking higher. In
the lowest yield markets, Melbourne dwelling rents
have lifted from their record lows, but remain well
below the long run average.

As Melbourne's population continues to rapidly
grow to and surpass 5 million this year, the suburbs
in the Outer West and Outer North will continue to
accommodate for new immigrants and first home
buyers, but also continue to challenge the local,
state and federal governments for sustainable
infrastructure.

Source: Open Agent, May 2018.

Ballarat

As winter's grip tightens around the city, the market
traditionally sees less stock transacting as vendors
hold off marketing their properties until spring. This
appears to be true again this year. Despite lower

transaction numbers, the prices being achieved
continue to be strong with quality inner city and
period stock and rural residential property the
standout performers.

A major upcoming project which is beginning to have
a strong impact on certain sections of the market

is the development which has been approved and
commenced around the Ballarat train station. The
land to the north and east of the train station which
has long been a car park and open storage space is in
the process of being developed into a large hotel and
conference centre. Additionally, land on the corner
of Armstrong and Mair Streets has development
approval for a building of approximately eight levels
which will be known as the Gov Hub or Government
Hub. This building will be predominantly government
office space and will become a workplace for around
200 people.

These two developments are creating quite the
buzz among local traders in the area and from a
residential perspective, are creating significant
demand in the area. Not only will the developments
increase demand for residential accommodation

in the area, they will also beautify sections of the
city which have been unsightly for some time.This
demand will seep into the remainder of the Ballarat
market and for that reason, we foresee continued
sustainable growth in the residential market between
now and Christmas. Elsewhere in the residential
market, residential serviced lots appear to be selling
well. There is a significant supply of lots in the more

affordable south-western section of Ballarat around
Alfredton, Symthes Creek and Delacombe. The
development of shopping facilities at the Delacombe
town centre has assisted this. At the upper end of
the vacant land market however, there is a limited
supply. Insignia Estate has sold out and the Lucas
Platinum Estate has almost sold out. There is a new
estate coming online in Ballarat North called Drew's
Paddock which is receiving significant interest.

The demand for these products primarily comes
from increases in the population of the area. This
population growth has been strong in the past ten
years and it will be this continued growth that will
dictate the success of the new land coming onto the
market.

Gippsland
Bass Coast

Within the past six months, the Phillip Island
residential market has seen strong buyer activity
with a good level of demand resulting in increased
capital growth. The entry-level and middle markets
have seen significant increases in values in both
existing smaller style holiday houses and modern
dwellings. Agents are reporting a strong demand
particularly for vacant residential allotments within
new subdivisions with demand outweighing supply.
Many purchasers are retirees from Melbourne's
eastern suburbs.

Month in Review
June 2018
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Baw Baw

The residential market for the Baw Baw Shire is
predominantly driven by its two main suburbs,
Warragul and Drouin, which are located just off the
M1 Freeway and have a commute to the Melbourne
CBD of approximately one hour. New housing

is leading the market due to the numerous land
subdivisions across these suburbs which are selling
fast and often supply is very limited.

House prices have significantly risen in the past six
to twelve months. Whilst rental yields remain strong
there has been minimal movement or increase given
the availability of stock. Continued demand from the
eastern and outer suburbs of Melbourne will maintain
consistent growth in this area for the remainder of
the year.

East Gippsland

The residential market in East Gippsland showed
modest improvements in median sale prices over
the 12 month period to February 2018. However,
more recent sales indicate a strengthening market
generally with increased demand and improving
sale prices across the board. Together with the
improvement in the residential market, particular
improvement has been noted in the rural lifestyle/
residential market which has been slow for some
time.

Latrobe Valley

This time last year, the Latrobe Valley was doing it
tough. The negativity and uncertainty around the
Hazelwood closure had a negative impact on the
local markets. However in 2018 and more specifically
the past three months, we have seen anincrease in
buyer confidence. The Moe and Morwell markets
have improved slightly and discussions with local
real estate agents in Traralgon indicate that they are
busier than ever. It seems the flow on effect of the
Baw Baw market surge is slowly starting to move
further down the highway. There seems to be many
more Peninsula, Cranbourne and Melbourne south-
east buyers coming into the Latrobe Valley market.
The residential market appears to be recovering and
early signs show a positive feeling heading into the
rest of the year.

Mildura

The residential property market in the Mildura region
shows no signs of slowing. Selling periods remain
comparatively low, often below 30 days, which
contributes to agents having a shortage of listings
The main sector to see growth is the upper end of the
market, with a higher than normal number of sales
occurring above $600,000. Many of these sales

are in the surrounding semi-rural areas of Irymple,
Nichols Point and Gol Gol.

This sales activity points to strong confidence in
the local economy and is likely to also reflect a bit
of a rub off effect, with some buyers having sold
properties in metropolitan areas. In last month's
Month In Review, we commented that the dramatic
improvement in rural land values was providing an
impetus for older farmers to plan their retirements
and that we expect that this will bolster demand for
better standard homes.

In the past month, we have seen several examples

of this occurring, including the sale of a riverfront
property at Gol Gol for over $2 million. Values appear
relatively stable in the lower end of the market, while
mid-range properties appear to have risen by around
4% to 5% over the past two years.

Building activity remains strong, with a number

of residential subdivisions selling quite quickly.

The value of serviced lots has risen faster than
established housing over the past few years due to a
limited supply, which has helped developers recoup
the higher cost of completing subdivisions. It is hard
to see anything causing the current strong conditions
to weaken during the remainder of 2018.

While it appears that the Melbourne market has
peaked, we expect that the Mildura market will
continue to improve or at least remain stable.
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Bendigo

The Bendigo residential market continues to perform
well with steady growth across most segments on
the back of growth in population and low interest
rates. Established properties in central locations

are seeing strong demand with older period style
homes currently being in vogue. House and land
packages on the city fringe have slowed on the back
of increased supply.

The surrounding rural residential/lifestyle market is
considered stable with steady demand and supply at
present.Local selling agents are reporting a shortage
of stock across all segments which is to be expected
as many vendors wait until the warmer months to
market their properties.

Small to medium-sized developers are active, putting
units and townhouses to the market with success.
This is predominantly within the central suburbs of
Bendigo on infill sites and marketed to both investors
and first home buyers. Yields across Bendigo are
generally slightly lower than that of other regional
cities however the stable market conditions still
attract investors. The outlook for the Bendigo
residential market is good with steady growth
forecast. Many people will be following the RBA's
decision on interests rates as this has the potential to
reduce demand on a macro level.

Echuca

The residential market came slightly off the boil

in the first half of 2018 with reasonable prices still
being achieved although demand seems not to be
as fierce as it was leading into the tail end of 2017.
Nevertheless, there is still strong competition for
listings from agents which suggests that there is not
an oversupply which is typical for the winter lead up.

The spring campaign will bring immense interest with
recent strong demand for riverfront properties and
generally favourable interest rates. The mortgage
belt continues to potter along although the upper
end of the market ($500,000 plus) appears to be
slightly slower at this moment in time with significant
supply, particularly north of the border.
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Queensland
Brisbane

Brisbane's stable property market performance is
on display once more as we approach the middle of
2018.

There were expectations that Brisbane could ramp
up beyond national averages when it came to price
gains - perhaps even become a capital growth leader
among our major cities. There was certainly some
indication at the end of 2017 that signposted a heap
of promise, but a confluence of factors has resulted
in our town's performance so far this year being best
described as steady.

One of the key indicators well worth watching is
Queensland’s net interstate migration number.
Historically when this figure is on the rise, Brisbane
housing gets a value boost. At the market growth
peak in 2003, there were over 25,000 extra
residents joining the Queensland ranks from other
states and territories. That figure plummeted post-
GFC. The silver lining is that we're now well and truly
tracking on an upward curve after coming off this low
base.

It's doubtless that many of these buyers are
affordability migrants - those now priced out

of Sydney's real estate market who are keen on
relocating to Queensland and enjoying the lifestyle.
Best of all, many are selling up their Harbour City
abodes and buying here mortgage free and with

a big chunk of change left over. That said, many

new Queenslanders are moving to lifestyle centres
rather than the capital. Regions such as the Sunshine
and Gold Coasts have been major beneficiaries of
population growth - and they've got the value gains
to prove it.

In addition, the popularity of our relatively affordable
inner city suburbs with this new southern crowd is
evident. Translation? While inner-Brisbane addresses
have done well over the past year or so, strong price
growth hasn't necessarily extended through to the
further flung suburbs.

Another tough metric for Queensland is employment,
which remains soft. There is a glimmer of hope
though, with big infrastructure spends on the cards
that might well help drive job numbers higher. The
impact of continued low-interest rates is a general
positive for our market and a recent relaxation in
rules governing investor loans only bodes well for
those wanting values to rise.

With these musings as a backdrop, let’s take a look
at how Brisbane’s market has performed so far this
year. Detached housing remains a firm favourite
among Brisbane buyers and the flight to quality
that always comes in slow markets continues to be a
feature.

Housing within six kilometres of the CBD is definitely
a winner. If you watched its performance over the

past two years, certain locations have enjoyed a 20%
capital gain in median values. This sort of upward
movement has moderated a little so far in 2018,

but the fundamentals for inner-city housing remain
upbeat and values should continue to track in a
positive, if somewhat uneventful, manner over the
rest of the year.

Stepping a little further out, the mid-ring of housing
from six to 20 kilometres from the CBD was hoped
to hold a whole heap of promise this year. Upwardly-
mobile young families priced out of the inner city
would be looking for established housing in this
sector. There are great schooling options and if
you're handy with a hammer, there's the chance to
buy a renovation project for adding some equity
and liveability to your home. That said, demand has
moderated over 2018 for the mid-ring. But fear not,
this sector is also expected to remain positive with
similar characteristics of firm demand and limited
stock listed for sale. Expect modest but upward gains
during the rest of 2018 again.

Housing in the outer fringe has been a mixed bag
really. Supply is good so prices have remained
relatively static. One of our larger community
projects, North Lakes, went into its final stages so
the remaining vacant blocks have sold well as supply
dried up. In fact, most comprehensive community
projects have seen good demand for vacant land
this year as affordability investors look to build
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their functional and stylish dream homes or decent
yielding investment properties with depreciation
benefits. As a general observation, smart detached
housing investors will continue avoiding secondary
locations in this type of market. Main roads,
inhospitable surrounding uses, train lines abutting -
the usual stuff. There is resistance from buyers for
these holdings and they usually only perform at their
best when a boom market is underway.

Now onto our unit market. The significant increase
in the supply of inner Brisbane city units along with

a cooling in demand has resulted in prices softening
for new stock pitched primarily at investors. Inner
Brisbane includes the Brisbane CBD, Fortitude Valley,
Newstead/Teneriffe and Bowen Hills, Hamilton,
South Brisbane, West End, Woolloongabba, Kangaroo
Point, Stones Corner/Greenslopes and Milton. These
suburbs are the focus of development activity, with
projects of 50 plus units the norm.

Furthermore, rental vacancy rates have increased
over the past few years with evidence that rental
levels are falling - in fact, the inner Brisbane vacancy
rate is in excess of the equilibrium rate of 3%.
Various incentives as well as rental compensations
are now quite common in many localities in order

to attract tenants. Whilst it's difficult to establish
exact numbers, anecdotal evidence suggests there
are some off-the-plan units now failing to settle at
completion because their values aren't stacking up to
their original contract prices.

So, what does this mean? Well, in 2018 the impacts
of oversupply have come home to roost. Prices for
units are down, tenants are being incentivised and
new projects that haven't started construction are
being land banked.That said, we can look forward

to this softer market washing through sooner than
some expected. While we believe there's more pain to
come, much of this has already been factored in, so
the landing could be less bumpy than first predicted.

The other bit of bad news for units in Brisbane is that
the softening in the new sector has flown through to
second-hand units and townhouses too. This means
that well located but older apartments within five
kilometres of the CBD are tough to sell. The upside
is that many now present a good opportunity for
buyers - particularly first-timers or investors with

a long-term outlook on their holdings. While we
don't expect prices to rise any time soon for these
older units, yields are reasonable and the long-term
prospects remain positive.

Finally, there are the satellite centres. The western
growth corridor out through Ipswich is attracting its
fair share of affordability driven buyers looking for
growing infrastructure appeal to help boost their
property values. Ipswich itself has cranked up its cool
factor over the past few years, so expect its current
popularity to continue. Similarly, the eastern zones
out to Redland remain desirable for those seeking
established housing for the longer term.In the
Moreton region, upgrades to transport infrastructure

and a rise in the availability of essential services and
facilities bode well. In this area, supply isn't an issue.
2018 will again be a year of moderate growth in the
north.

In summary, much of the market's expected urgency
has dissipated. Brisbane property will remain
relatively sound, however it will be somewhat slower
in comparison to the previous 12 to 18 months for
housing. The apartment market will continue to be
slow with limited demand, reduced values, rents and
yields and pricing will need to meet the market in
order for the stock to be absorbed.

Gold Coast

After a dull period of market activity during the
Commonwealth Games, most agents have reported
that buyer enquiry across the central areas of the
Gold Coast has now generally improved to a steady
level. Despite the volume of sales activity dropping
over the past twelve months in most areas, it has
been reported that some suburbs are still performing
quite well, particularly within the Varsity Lakes and
Mermaid Waters areas. They have attributed the
positive levels of buyer enquiry in these suburbs to a
shortage of good quality stock in central areas and
asking prices being more affordable in comparison to
neighbouring suburbs.

Agents who specialise in the Surfers Paradise and
Broadbeach areas have noted that they are still
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receiving steady levels of enquiry for listed stock,
particularly up to $500,000. A good slice of their
enquiries are buyers from south of the border (New
South Wales and Victoria) which demonstrates that
interstate investors still see good value for money
opportunities in this market segment.

However, it is becoming more apparent that agents
are finding it tougher to get a quick sale for unit
stock priced between $500,000 and $1.5 million.

If the apartment is not reasonably priced from the
get-go, feedback has indicated that it will likely sit

on the market for an extended period. There are
many new medium to high rise developments under
construction between Mermaid Beach and Surfers
Paradise at the moment. It will be interesting to see if
this will create a huge oversupply in the near future.

We have received mixed feedback in relation to how
the waterfront home market has performed in the
past month. Broadbeach Waters, which has been one
of the more sought after suburbs in recent years, still
appears to be one of the better performing locations.
Entry level waterfront property (priced between
$800,000 and $1.1 million) is still moving rather
quickly.

Selling waterfront properties priced above $1.5
million is becoming far more challenging for some
agents. More recently we have noticed a significant
decrease in sales volumes and market activity,

particularly in Clear Island Waters and Benowa in this
segment of the market.

With what has occurred so far this year in the Gold
Coast property market, we expect the second half of
2018 to remain stable. Whilst we don't expect sales
volumes to increase any time soon, steady levels of
demand and a lack of listed stock will likely continue
in most central suburbs. An unexpected rate rise in
the next six months however would definitely make
things very interesting.

Southern Gold Coast and Northern NSW

Overall, the market within the southern areas of
the Gold Coast has slowed and there is an obvious
decrease in listings and longer selling periods in
the northern New South Wales areas. The southern
Gold Coast is still achieving good prices with similar
selling periods to post Commonwealth Games.
Owner-occupiers have realised that there was no
Commonwealth Games bubble and prices have not
increased substantially.

The established housing market is still selling well as
long as vendors are realistic in their expectations.
This is evident across the southern Gold Coast and
northern New South Wales localities. There is a price
differential with premiums paid for properties within
close proximity to the beach and transport hubs,
with a noticeable decline in sale prices achieved the

further the property is from these services.

The unit market in this locality remains very strong
as investors are still active and rental returns are
good. It is anticipated that this demand will continue
to remain steady for the remainder of 2018 as long
as vendors continue to be realistic and willing to
negotiate to achieve a sale.

Northern Gold Coast and Southern Logan

Generally, the northern Gold Coast/southern Logan
market remains steady with no significant increase or
decrease in value for the first months of 2018. Sellers
with high expectations within this locality remain on
the market for extended periods of time and typically
require a price adjustment to effect a sale.

In Yarrabilba, there is currently a significant gap
between resale and new products. Generally,

resale property is selling at a discount compared

to recently completed and new stock due to the
level of competition within the estate. The rental
market in Yarrabilba is also very competitive and

it is common to see a property with a reduction of
rent from $390 to $350 per week in order to secure
a long-term tenant. Brookhaven is located closer to
Beenleigh and is considered to be a direct competitor
to Yarrabilba. The other master-planned community
of Flagstone remains quiet with the developer
aiming more at the owner-occupier market. The

8
=
c
[
=
[72]
o
o

40



prediction is that the second half of 2018 will see
the established market remain stable, however the
developing estates will require more attention to
price point as a number of developers may be in a
situation where growth outweighs demand which
will put downward pressure on the underlying land
component which in turn would reduce the gap
between new and second hand stock.

Central Western Gold Coast and Hinterland

Prices have remained relatively steady for the

first half of 2018. Agents continue to advise of a
shortage of stock for dwellings within the $450,000
to $650,000 market in areas such as Nerang,
Highland Park, Maudsland and Pacific Pines. Recent
feedback from agents suggests the higher priced
dwelling market (§750,000 plus) has slowed, with
longer selling periods. The $300,000 to $450,000
townhouse, villa and duplex market remains strong,
being affordable options for first home owners and
investors. The western rural residential markets
such as Beaudesert continue to experience relatively
stable sale rates, although prices have not increased
significantly.

Agents have advised that the recent Commonwealth
Games did not have a major influence on the market
in the western area of the Gold Coast. Rather, factors
such as the generally low interest rate environment,

affordability (Sydney and Melbourne buyers continue
to see value in our market) and first home owner
scheme have helped the market's performance. The
Queensland Government extended the $20,000 first
home owners grant in late 2017. The grant is set to
end on 30 June 2018. This has somewhat contributed
to the strong performance of the affordable new
dwelling, townhouse, duplex and unit markets.

The next half of the year looks to remain stable,
with interest rates not expected to rise dramatically
and demand from interstate and overseas investors
expected to remain steady. We will see whether

the Queensland Government will extend or end the
$20,000 first home owner grant come 30 June and
what impact that might have.

Cairns

2018 thus far has proved to be a stodgy year for

the Cairns property market. Residential property
demand has remained constant, prices have
remained flat and the market has remained stuck in a
steady state position.

The latest trended median price readings in Cairns
for sales during April 2018 stood at $405,000 for
houses and $209,000 for units. Technically, these
represent price changes during the past twelve
months of -2.4% for houses and -5.5% for units.

Our own in-market assessment is that individual
property value movements over the past 12 months
have been varied by no more than plus or minus 5%.
The upshot is that even though solid fundamentals
are in place with low rental vacancy rates, no obvious
oversupply in any market sector and continued
economic improvement, the Cairns property market
is still being hampered by a lack of confidence and a
constrained fiscal environment.

We have been on record expecting demand for most
residential property to revitalise during 2018 as a
result of ongoing economic improvement. Sales
volumes have been expected to come back to a slow
but steady increase and flow through to modestly
rising prices. So far it hasn't happened. What's more,
if it doesn't happen in 2018, it never will.

Sunshine Coast

The residential property market is still performing
quite well across the different property types.

The first six months of 2018 saw a slight fall in the
volume of sales compared to this time last year but
the main reason for this has been the limited stock
available. General buyer activity has been good but
some agents over recent weeks have begun to notice
that enquiry levels have slowed with some urgency
disappearing from the market. Whether this is just

a seasonal impact or something more sinister is too
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early to tell. Properties and areas that have good
market appeal are still performing well.

Of the various residential property types, existing
dwellings and vacant land are still outperforming the
residential unit market. The lower end of both are

in demand, particularly the sub $600,000 market.
Property along the coastal strip from Caloundra

to Noosa Heads as always is in demand and well
positioned good quality rural residential properties
in hinterland localities are also generating good
interest. The market for property on the Sunshine
Coast is still being heavily influenced by the
interstate migration from the southern states as well
as Brisbane buyers relocating north.

The southern end of the coast has two large small
lot affordable housing estates which comprise
predominantly sub $600,000 single unit dwellings.
Land continues to sell prior to titles being issued

in most cases, however we have also begun to see

a decline in investor activity with the tightening of
credit and investor loans by the banks really taking
effect. Further north, land is still selling well at Bli Bli
and Peregian Springs although the supply of vacant
land in new estates generally decreases north of the
Maroochy River with limited sites available.

The improvement in the prestige and higher end
properties has historically been driven by a high
percentage of interstate investors from Sydney and
Melbourne. This is especially the case in the Noosa

region. The relative affordability when comparing
Sydney and Melbourne prices to those of the
Sunshine Coast demonstrates pretty good value. It
also appears that the Sunshine Coast is pretty high
on a number of the lists of the baby boomers who
have started to retire.

The next large infrastructure projects likely to
give the coast another boost are the continued
development within the much anticipated
Maroochydore CBD as well as the Sunshine Coast
Airport expansion. Works to the Bruce Highway
are also well underway which will provide a much-
needed improvement to traffic flow once completed.
The next big game changer is the Sunshine Coast
International Broadband Submarine Cable project
which is still to be announced. This project has the
potential to make the coast into a major tech hub.

We are expecting the Sunshine Coast residential
property market to simmer along in much the same
fashion as the first half of 2018 with values being
good.

Net migration from the southern states is expected
to continue now it appears that the southern markets
are cooling and people are selling up and moving
north for lifestyle reasons. It appears the market may
be in the early stages of transitioning after several
years of strong growth across all residential property
markets.

Hervey Bay

The residential housing market in Hervey Bay is
very stable with good steady demand for property
priced below $350,000 and consistent sales of
executive homes in the upper price brackets above
$500,000. There has also been a small increase in
sales of Esplanade properties over $1million. Rents
are sitting firmly at present after a progressive
period of increases over the past eighteen months.
Construction of new homes (for house and land
packages) has slowed in recent months. The housing
market in Maryborough continues to be relatively
stable with prices very affordable and low compared
to nearby Hervey Bay. Yields have been returning
between 7% and 10% (gross) for small blocks of flats
of three or more in Maryborough/Granville which is
encouraging.

The Fraser Coast region is finally appreciating

some stability in local government due to the

recent mayoral election which is likely to improve
confidence for developers and future investors to the
area. The new emergency department for the public
hospital is currently making good progress. The
completion of a new caravan park in Urangan close to
the pier is almost finalised. It is expected that values
will continue to gradually improve throughout 2018
for Hervey Bay, with the market in Maryborough
predicted to remain flat overall.
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Emerald

The Emerald region continues to strengthen with no
signs of slowing down. The local resource sector is
performing stronger in both coal and solar. A few
coal mines have recently sold strongly and a few have
indicated reopening mines which have been closed
for a number of years. There are many jobs in both
coal and solar on offer and many individuals with no
previous mining experience entering the workforce.

We anticipate another labour shortage and this in
turn usually pushes up wages as companies battle

to hold on to workers and high wages are offered to
attract more workers. This in turn then pushes up
rents and values in the property market as supply
struggles to keep up with demand. We are just
starting to see some disposable income coming back
into the town which hopefully starts to lift business
confidence which has been low for five years. This

is all off the back of higher coal prices and if the
price stays steady or increases, we can only see the
employment demand increasing and an upward cycle
in our property market continuing. The vacancy rate
is now below 3% and tightening.

Whitsundays

When looking at how the Whitsundays market is
travelling coming up to the midyear point, you can't
help but comment on how the region is recovering in

the wake of Cyclone Debbie. There are still noticeable
signs of recovery with Daydream and Hayman Islands
closed to the public and boats filled with tradesmen
travelling to Hamilton Island daily. On a smaller scale,
we are still seeing a number of houses and units that
are in need of repair. It appears that the demand for
tradesmen in the region continues to be strong.

In regard to tourism, the Whitsundays market

has been experiencing a growth in domestic and
international tourist visitors compared to the past
few years. It is worth noting however that although
visitor numbers have increased, tourists are staying
for a shorter period and are spending less in the
region. This is as expected with some of the major
attractions and smaller businesses still recovering.

The Whitsundays region is also supported to a lesser
degree by mining. We have started to see increased
optimism in the mining industry with the high price
of coking coal and significant infrastructure projects
in the works. This recovery is well reflected by the
Mackay region unemployment rate. In 2012 the
unemployment rate was 3.2%; it rose to 8.4% in
2015 and is currently sitting at around 4.4%.

We have started to see positive growth in the
residential market of Airlie Beach and surrounding
suburbs. The graphs below reflect the median price
of a standard residential dwelling, the average rent
per week and yields achieved. As shown, there has
been a significant increase in sales volumes from

the third quarter of 2017 with a mild increase in the
median sale price. The rental market has increased at
an unsustainable rate with gross yields at 5.6% and
an average rental of $480 per week.

Looking forward to the second half of the year,
there are a few things that we should all be paying
close attention to. Firstly we look forward to the
completion of a number of larger projects including
the reopening of Daydream Island. With the
completion of these works, we anticipate a significant
number of workers leaving the region. This will most
likely lead to an increase in the vacancy rate and a
decline in the median rent back to sustainable levels.
We cannot predict the full effect that this will have
on our market. We do however expect that as the
construction work declines, tourism will continue to
increase with a renewed appeal to the region.

Mackay

This month, we turn our attention to the mid-

year review and take stock of how the year has
progressed so far. For the Mackay residential market,
it's full steam ahead so far in 2018.

Economically speaking, Mackay is probably in

its best shape in almost five years, with falling
unemployment, a buoyant resource sector, increased
infrastructure projects and generally improved
sentiment.
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Projects underway include the $500 million
(approximately) Mackay Ring Road project which

is in full swing, the sports precinct out by Central
Queensland University, Vines Creek Bridge and the
Eton Range Bypass just to name a few. The Mackay
Regional Council has also announced a number of
infrastructure projects such as flood mitigation and
drainage work in East Mackay.

This has then had a flow on effect to the residential
market. We have seen vacancy rates virtually halve
in past 12 months, leading to increased rental values
(only slightly so far). We have seen increased buyer
demand for owner-occupied dwellings, with reducing
days on market and good activity across almost all
sectors.

However, we should temper the above comments

a little bit. While activity has increased and general
sentiment has improved, we have not seen any real
increases in value as yet. There are still a number of
hurdles in the Mackay market, mainly harsher lending
policies still in effect for the 4740 postcode and the
large equity reduction seen in the market over the
past six years.

All'in all though, the past six months has definitely
been a big improvement for not only the Mackay
residential market but the whole Mackay region and
we look forward to a continuation of this for the rest
of the year.

Gladstone

So we are nearly at the halfway point of the year

and I'm sure all of our avid readers wonder how the
often turbulent Gladstone market has been tracking.
At the beginning of 2018, we made many positive
statements about what was happening in this
market; statements such as increased sales volumes;
declining vacancy rates; reduced days on the market;
multiple offers being made; and an increasing trend
in new dwelling construction.

Now at the midpoint of the year, we have some

solid evidence that these statements were not just
speculation. Some recent transactions have shown
the slight increase in capital values that the market is
showing:

A 3-bedroom, 2-bathroom townhouse in Telina
sold in April 2017 for $176,000. Resold in March
2018 for $185,000 representing an approximate
5% increase in value.

1990s 3-bedroom, 1-bathroom brick dwelling

in Telina sold in January 2017 for $226,500.
Resold in May 2018 for $259,000 representing
an approximate 14% increase.

We do not suggest the entire market has magically
risen 5% to 15% over the past six months however
we are definitely aware that times are changing and
market sentiment is definitely trending upwards. We

have seen a minor shift in values with many price
points now pushing the boundaries of the value levels
of six to 12 months ago.

Other indicators include the vacancy rate which
currently sits at 3.7%. This rate has been slowly
trending downward from 4.7% in January 2018. The
latest quarterly data from the RTA shows that the
median rent for a 4-bedroom house ($260 per week)
has increased $20 per week from the same period

12 months ago. 2-bedroom units have also tracked
upward by $10 to a median of $150 per week over the
same time period.

After an upward trend in new construction activity
throughout the first half of 2018, new construction
now appears to be slowing, but for a positive reason!
There is a general lack of land available in Gladstone
but seemingly good demand. This is likely to push
the value of land upwards and perhaps some larger
developers will start to release lots in estates that
have typically been in a holding pattern over the past
several years.

Another positive is the sharp decline in the number
of mortgagee in possession transactions.

It is the expectation that the market will continue to
improve throughout 2018 on the back of continued
affordability in the region.
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Rockhampton

We are through half of the year already and heading
into the cooler months which generally bring a bit
more activity in the market. The Rockhampton
market has been weakening for some time now

with sales numbers steady over the past few

years. January to March was overall quite positive,
providing a good start to the year. Whilst the months
since have not been as buoyant, there are still signs
within the area that market improvement is just
around the corner.

Overall the housing sector as a whole has continued
to plod along with no real stand out areas although
the prestige market has seen more activity in recent
times. There is still good buying within most price
brackets, with the best buying being in the sub
$300,000 established homes. Newer homes have
tended to hold their prices better over the past

few years but are still offering buyers good value
for money. The construction of new homes has
improved slightly, however there is still a way to go,
generally due to modern established homes offering
better overall value for money at the current time.

The Rockhampton unit market continues to provide
purchasers with a wide variety of options. A
number of unit projects are in progress in various
areas throughout the Rockhampton area. Of note,
The Gallery, which is the latest Riverside high rise

apartment complex, is all but completed, with a
number of units still available for purchase. The
Skyview complex is also under construction with
units still available and The Loft apartments are
getting pre-sales together. New walk-up units are
also available on both sides of the river in older more
established areas. Older units are generally priced

in the lower section of the market and are generally
offering good buying.

The second half of the year is looking positive. There
are a number of projects both small and large either
about to start or that have had announcements with
funding pending. Rookwood Weir and the lingering
project are the two largest projects that are mooted
for the area. Should either of these go ahead,

they will help drive the Rockhampton and Central
Queensland economy in the future. Should further
action towards these projects take place within the
next few months, we would expect the property
market to react positively. Other projects taking
place in Rockhampton include the construction of the
Rockhampton Hospital Carpark and the soon to start
duplication of the Capricorn Highway to Gracemere
and the Bruce Highway Northern Access upgrade.

Although there is still some way to go, the
Rockhampton market is showing some positive signs
that will hopefully lead to market improvement. The
prestige market has seen more activity in recent
times with a number of sales over $1million and a few

more that have not been far off that mark. Rental
vacancy rates have dropped to around 3.5% with
some agents reporting possible small rent increases.
The coal industry is more buoyant and strong
employment continues in this sector. Together with
the current and future projects, these factors should
see a more positive outlook for residential property
in the region.

Bundaberg

We would expect the Bundaberg residential market
to continue with a stable rate of sale and median sale
price in the later half of 2018. There is little evidence
to suggest a market movement, whether positive or
negative, which has been the case over the past few
years.

Bundaberg is a relatively compact residential market
with its main advantage being the generally low-cost
affordability of housing compared to other regional
cities. We do note that the volume of sales of vacant
land has risen over the past six months.

Toowoomba

The Toowoomba residential property market has
continued to remain steady throughout the first half
of 2018 following a general decline since the peak of
activity at the end of 2013. Although sales activity
has been steady across the board, the market has
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continued to be multispeed and property specific.
There has been little consistency with variations in
sale prices and buyer interest across the established
suburbs. The prestige market, however, has been
performing strongly, particularly in the eastern
suburbs as has the upper end of the rural residential
lifestyle market.

The median sale price has displayed some

growth over the past 3 years, currently sitting at
approximately $390,000 up from $375,000 in June
2015. Another key indicator of the steady property
market is the volume of property listed for sale. As
of April 2018, there were approximately 1,740 houses
and units listed for sale in postcode 4350. This is
near a 6 year high and does not show well for price
growth in the short term.

The unit market has followed a similar trend to the
housing market, with low sales volumes following the
oversupply of unit product that became apparent
throughout 2016. Land sales volumes steadily
increased in the 3 years between 2012 and 2015;
peaking at 1,063 sales in 2015. In 2016, 681 sales
were recorded and 677 in 2017.

In contrast, vacancy rates across Toowoomba

are approximately 2.3% as at April 2018, which is
considered tight and below the balanced market
level of 3%. The Toowoomba Second Range Crossing
project under construction appears to have assisted

in maintaining low vacancy rates, with many workers
residing in the region. It is anticipated that the low
vacancy rate and substantial infrastructure projects
in the pipeline may reignite interest in Toowoomba
residential property from investors.

The steady market conditions currently being
experienced in the residential property market are
expected to continue throughout the remainder of
2018.
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South Australia

Adelaide

The South Australian property market performed
well over the first half of the year with stable growth
occurring. State Government data from the March
quarter indicated an increase in the median house
price from $465,000 to $470,000 for metropolitan
Adelaide from the December quarter, whilst a rise
from $260,000 to $270,000 was recorded in the
same period for non-metropolitan major townships.

The Liberal Party won the May state election with
policies promoting the creation of jobs, lower
utility costs and investment in new industries and
infrastructure. The change in leadership has led

to renewed optimism for the South Australian
economy. A number of significant infrastructure
projects continue to make the CBD more accessible
from northern and southern suburbs whilst the
development of the Riverbank Precinct and
activation of the East End and Hindley Street
precincts have continued to help create a vibrant
atmosphere in the heart of the CBD. These factors
along with the record low cash rate of 1.5% being
maintained by the RBA at its May meeting continue
to entice purchasers into the Adelaide market.

The established inner ring suburbs with proximity

to the CBD continue to be the best performing.
Agents are indicating that they are unable to keep
up with demand as selling periods have reduced with

less stock being available to offer to the market.
Realestate.com has released data from the six
months to 30 April indicating that dwellings within
the north-eastern fringe suburbs were spending 13
days on the market, down from 35 days for the same
period 12 months ago. Gilberton was indicated as the
suburb with the quickest selling period whilst Hyde
Park, Sefton Park, Clarence Gardens and Melrose
Park are all seeing dwellings on average achieve a
sale within 20 days.

The increased demand has seen an improvement

in auction clearance rates. CorelLogic data from the
weekend of 26 and 27 May shows Adelaide to have

a clearance rate of 66.7% from the 82 auctions
held. For the same period in 2017, 112 auctions were
held with a clearance rate of 57.6% achieved. The
improved clearance rate is being influenced by buyer
demand and the limited available stock.

For investors, gross rental yields within the outer ring
remain steady in the 6% to 7% range. Yields tighten
to sub 4% within the inner ring. With an increase in
demand for properties in the inner ring, gross rental
yields are expected to tighten further.

Residential units continue to be popular with owner-
occupiers and first home buyers and have a current
median price of approximately $330,000. Agents
have indicated that purchasers in the sub 25 age
bracket are purchasing units as their first foray into

the property market given the lower price point for
entry. 2- and 3-bedroom units are typically in higher
demand whilst agents have advised that single
bedroom and bedsit units are requiring longer selling
periods.

Character homes within the inner ring continue to
be in the highest demand. Interest in this market has
been coming from owner-occupiers and investors.
Recently listed to the market is 66 Ann Street,
Stepney with an undisclosed asking price.

Pictured: 66 Ann Street, Stepney (source: Klemich)

This is a single fronted detached blue stone cottage
disposed as 2-bedrooms and 1-bathroom. The
dwelling is situated on an allotment of 270 square
metres with two off street car parks available and

Month in Review
June 2018
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has been updated internally. Stepney is located 3.8
kilometres north-east of the Adelaide CBD and is
characterised by turn of the century homesin a
mixture of styles. This suburb is serviced by The
Avenues Shopping Centre, the ever-evolving retail
and dining precinct along Magill Road and the Parade
Norwood a stone’s throw to east.

Within the first three days of being offered to the
market, the agent had interest from overseas and a
number of interstate investors. CoreLogic indicates
the current median house price in Stepney to be
$900,000.

The north-western suburbs continue to provide value
for money for those looking for character homes in
established suburbs. The suburbs comprising the
greater area of Woodville provide tree-lined streets
within eight kilometres of the CBD serviced by both
Port Road and Torrens Road. The city tram network
has a final stop at the Adelaide Entertainment Centre
which is where Port Road meets the city ring route.
There have been proposals to extend this network
along Port Road which would provide permanent
public transport infrastructure to service Woodville
and the surrounding suburbs. Under contract for
$575,000 is 7 Oval Terrace, Woodville South. This

is a renovated double fronted cottage disposed of

as 3-bedrooms and 1-bathroom. The property has

an attached double garage and is situated on an
allotment of 509 square metres. CorelLogic data
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Pictured: 7 Oval Terrace, Woodville. (Source: RayWhite)

indicates that as at February 2018, the median house
price in Woodville South was $540,000 which is a
4% increase from the same period in 2017.

There continues to be a steady supply of new

homes being constructed in both metropolitan
Adelaide and in proximity to larger regional centres.
The metropolitan councils have softened their
development constraints over the past 12 to 24
months, allowing for an increase in medium to high-
density residential development. This has seen a
sharp increase in the prices being achieved for larger

parent allotments with favourable zoning constraints.

This is evident in the sale of 15 Richardson
Avenue, Tranmere which settled in January 2018
for $842,000 after being purchased in 2012 for
$520,000. This property was purchased in 2012.

as a family home, only to be sold in 2018 as a
development site. There is currently an application to
divide this property into four allotments.

Pictured: 15 Richardson Avenue, Tranmere. (Source: Supplied)

New stock, particularly townhouses, being created
from the middle ring suburban development sites
continues to be in demand with price levels exceeding
expectations. Agents have indicated that townhouses
in smaller groups with direct street frontage and
limited common improvements typically see the
highest levels of demand. Price levels for this style of
product historically fluctuated within the $400,000s
and high $500,000s range. Recent sales evidence

is now indicating this value range has expanded into
the mid-high $600,000s. Higher quality townhouses
within the middle ring north-eastern suburb of

Month in Review
June 2018
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Hectorville have been achieving prices in the mid
$500,000s over the past six to twelve month period.
The sale of 8 Laver Street, Hectorville achieved a
price of $663,000 which broke through the ceiling
of what was considered achievable for this type

of product in this location. This is a circa 2018
4-bedroom, 2-bathroom high-quality semi-detached
dwelling on an allotment of approximately 241 square
metres.

Pictured: 8 Laver St, Hectorville. (Source: TD)

Residential development has continued in the areas
surrounding the larger suburban satellite centres
of Mount Barker, 35 kilometres south-east, and
Gawler, 51 kilometres north of the CBD. Land values
within these locations are at a lower rate than those
closer to the CBD. This provides first home buyers

and investors an opportunity to enter the property
market with a new product at a lower price point.
Price levels for land and build packages within these
locations range from $270,000 to $460,000 which
has remained constant over the past 12 months.

There has been continual speculation as to the

way the general property market will fare for the
remainder of 2018. Recent data has shown negative
growth in a number of the major Australian capitals
with slowing auction clearance rates. Given the
gradual growth over the past 12 to 24 months of the
South Australian property market, it's viewed that it
will be shielded from any significant downturn seen
on the east coast as the market comes off the boil.
The South Australian property market is expected to
remain stable for the remainder of 2018.

Month in Review
June 2018
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Hobart

Hobart continues to lead the nation's capitals with
regard to residential capital growth and rental
growth. Indicators suggest some suburbs (not just
inner city but also those lying in the middle band
such as Montrose and Oakdowns) may approach 10%
capital growth for the first six months this calendar
year. A recent rental affordability survey had Hobart
as the least affordable city for rents in the nation
with 29% of average income required to pay a
median rent (Sydney was next at 27%), however it
should be noted that incomes on average are well
below the larger mainland cities.

Both the house and unit markets continued to be
fueled by a lack of stock to the market. Agents are
reporting reduced listing opportunities with one of
the better-performing agents telling me this week he
had not had a listing opportunity in over a week.

For the second half of the year, we envisage
continued upward pressure on both rents and house
and unit pricing but suggest there may be a cooling
effect to some degree.

As we enter the winter months with less tourism,
some of the Airbnb housing stock should be released
to the market which could ease the rental stress/
shortage being experienced.

Launceston

Launceston is a similar story to the state's capital,
with strong capital growth also approaching 10%

for the six months in some suburbs (the stand out is
South Launceston), sub 2% vacancy rates and stock
shortages to the market especially in suburbs such as
South and West Launceston.

On the north-west coast, Devonport continues to
enjoy a recovery in pricing and Burnie has lifted itself
off the floor and is starting to follow the other main
centres in an upward trajectory.
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Western Australia

Perth

Over the past year, it has been well documented that
Perth’'s housing market has been stagnant in many
sectors, but with evidence of positive performance
in others. According to the Real Estate Institute of
Western Australia (REIWA), the residential housing
market has seen little annual change overall.

The December 2017 quarter showed signs of a very
small swing in the right direction. A similar story

has been written in the March 2018 quarter, with
many of the underperforming outer suburbs lagging
behind, whilst the upgrade market has seen growth
in areas in close proximity to the CBD. A strong
performance has been seen in the rental sphere and
first home buyers have decided to bite the bullet

and get active with a 5.7% increase in house sales
sub-$500,000, perhaps due to the feeling that prices
may start to increase soon. Unfortunately, as the
market remained generally stable overall, mortgagee
in possession activity continued to increase - sadly
some property owners have not witnessed the
change in market conditions they may have been
relying on.

Recent statistics published by the REIWA reveal that
Perth's interim median house price has fallen by 1.9%
to $510,000, however the actual median is expected
to increase to $517,000 once all sales have settled.
This would mean a decrease of only 0.6% from the

December quarter, but an overall increase of 0.4%
compared to the same time last year, proving some
stability in the residential market. Units have followed
a similar trend, falling 2.4% to $400,000, although
this figure should be corrected after a settlement

of open transactions. Vacant land has traded at a
median of $276,000, representing a 3% quarterly
increase and a 12.6% increase since March 2017,
although this result may reflect a proportionate
increase in vacant land transactions in more
desirable locations, as our valuers continue to report
that the volume of land sales in traditional first home
buyer areas continues to stagnate.

REIWA's data shows that in terms of sales volumes,
the residential market has tanked in the last quarter.
House sales fell by 4.7% to 5,336 and took an
average of 67 days to sell - seven days more than
the previous quarter. Sales of units declined 9.5% to
1,194 and took five more days to trade at an average
of 83 selling days. Vacant land activity ceased, seeing
a quarterly decline of 44%. There were 14,411 total
residential listings in Perth at the end of the March
qguarter showing a small decrease of 2.9% from the
same time in 2017 but a quarterly increase of 10%
which could be represented by consumers looking to
upgrade to more prestigious locations before prices
increase.

As previously stated, Perth's rental market tracked
well over the March quarter. The median for both

houses and units remained stable with an increase
of $5 to $350 per week. Leasing activity rose 4.2%
whilst the REIWA indicated that East Cannington, St
James, North Fremantle, Ellenbrook, and Booragoon
saw the biggest growth in leasing volume levels. As
the deposit savings rate is currently at 1%, property
continues to offer a more attractive return on
investment than many other alternatives, with yields
of 3.7% for houses and 4.2% for units. Rental listings
are down by 18.6% compared to the same time last
year which may be accredited to Perth's increasing
population growth. This bodes well for Perth's house
sales as a strong rental presence can be connected
to an improving sales market. Migration figures
indicate that 4,441 persons moved to Western
Australia from overseas in the September 2017
quarter. This growth in net overseas migration has
improved rental demand, although it is worth noting
that during the same period, net interstate migration
remained negative.

Looking more closely at some of Perth's sub-market
activity, the upgrader market in Perth was a strong
performer over the past quarter with the western
suburbs being a focal point. Floreat, Swanborne,
Cottesloe, Claremont, Nedlands, Dalkeith, Mosman
Park and Peppermint Grove are all areas where

we are seeing good activity for aspiring residents
wanting to get a foot into the prestige market.
Further north, suburbs such as Trigg, North Beach
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and Watermans Bay are also seeing a similar effect.
Subject to locational aspects, ot size and views, the
prestige market starts at a price point in the low to
mid $1 million range which represents raw land value
or near land value with reasonable but generally
dated improvements. At present, the market seems
to be showing a strong preference for acquiring a site
and building a residence to fit personal specifications
rather than purchasing an established, near-new
dwelling. For upgraders who can't quite buy into

the upper-end prestige market, suburbs such as
Rossmoyne, Shelley, Salter Point and Waterford can
present potential opportunities along the Canning
River.

Older units in inner city locations are still
experiencing very poor sales activity. Values for
units built prior to 2013 have slumped significantly
over the past couple of years. This is mainly due to
an abundance of new apartments being released
into the market, with shoppers opting to buy recently
built stock rather than purchasing anything dated,
whilst new unit complexes in sought after localities
such as Claremont where supply is lacking are in
good demand. Areas such as South Perth, Applecross
and Mount Pleasant will see some activity generated
in the apartment sector over the next few years with
the release of numerous new developments. The
continual release of new developments throughout
the city and surrounds means that older apartment
stock will continue to struggle, with a further

negative impact on values likely over the next 12
months.

Further south, Mandurah is lacking confidence
although showing some signs of improvement.
Properties under the $500,000 price point are
struggling with a large oversupply of listings creating
downward pressure on property values. There

have been positive signs within the area, however
houses are still achieving lower prices compared

to the same time in 2017. The upgrader market in
Mandurah has been trading steadily. There have
been a number of sales above $1 million for residents
looking to trade up and some sales in excess of $2
million for properties within the Port Mandurah canal
development. Overall, activity in Mandurah is likely to
remain poor, with supply in the sub $500,000 market
overshadowing demand and confidence in this area
will likely remain low for several more quarters.

Mortgagee in possession activity has continued to
increase throughout 2018. Our office has seen a
two-fold increase in mortgagee activity in the March
quarter compared to the March 2017 quarter. Lower
priced, outer rim suburbs experiencing chronic
oversupply tend to bear the brunt of this activity -
Baldivis and Ellenbrook being at the top of the list.
Areas such as Wellard, Stratton, Gosnells, Yanchep,
Alkimos, Armadale and Port Kennedy are also
suburbs we regularly visit for this purpose.

At an economic standpoint the general outlook
across Perth is that we are improving. At a national
level, consumer confidence has actually declined
according to the Westpac-Melbourne Institute
Consumer Sentiment Index. Their Red Book reports
that the consumer sentiment index has receded 2.6%
from 105.1in January 2018 t0 102.4 in April. The
report outlines that “while the index remains positive
overall, the mood has shifted from “cautiously” to
“slightly optimistic"" and states that “increased
financial market volatility and concerns about global
trade tensions, declining house prices and the
economic outlook have dampened expectations with
views around family finances still a notable weak
spot". Yet the counter-cyclical nature of Melbourne
and Sydney in relation to Perth's property market
may give Western Australian consumers a different
perspective. With house prices remaining stable

and (fingers crossed) being set to rise not fall, the
attitude here in the west may persist to be slightly
more positive than our eastern state counterparts.

In addition, consumer confidence in Perth is at a four-
year high according to the Chamber of Commerce
and Industry WA's survey for the March 2018 quarter,
naming a stable political environment, subdued
interest rates and minimal inflationary pressures for
the positive outlook. This being said, consumers in
Western Australia remain cautious about the slow
growth of wages, high household debt and weak
property market.
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Part-time employment has soared according to
arecent article in The West Australian, which
stated that part-time workers accounted for 29%
of the total workforce in 2014. That figure has

now increased to more than 34%. According to 11
Recruitment, Western Australia may be seeing a
trend in the right direction for employment. May
2018 saw a 22.8% increase in job ads compared to
the same time last year. The engineering sector is
worth keeping an eye on with a 61% increase in SEEK
job ads from April 2017 to April 2018. Overall, the
number of Western Australian job advertisements
increased by 15% over the past year, whereas job
advert views actually decreased by 4.4% creating
a further divide between supply and demand
which may, in turn, help with wage growth, lower
unemployment and boost consumer confidence in
the near future.

The state budget revealed an increase in taxes for
foreign purchases of residential property to 7%
(effective in 2019) which could impact on Chinese
interest in Western Australia and hinder the ability
to get development projects off the ground in the
future, although with the current supply levels, this
may be welcomed by some.

According to the Managing Director of InvestWest,
Daniel McQuillan, Western Australia is set to become
the world's leading supplier of lithium. This will
provide work beyond that of pure construction

jobs for sites and refineries, creating sustained
employment for the future. In addition, the federal
budget has brought significant funding for Western
Australia’s METRONET initiative, an expansion

of Perth’'s public train network, which will boost
development activity around proposed transport
nodes. This is likely to be a significant contributor to
the performance of many residential suburbs.

In conclusion, Perth is still a bit of a mixed bag as we
see lots of activity from first home buyers, rentals
and the upgrader market, yet oversupplied outer-
rim suburbs are underperforming and we feel the
divide between old stock versus new. The general
consensus is that we will see slow but sustained
growth over the next six months which will be
welcomed by many.
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Australian Capital Territory

Canberra

Canberra’s residential housing market heads into the
second half of 2018 off the back of a period of overall
positive growth and market sentiment. Buoyed by
Canberra’s historically low levels of unemployment,
high job security and high average weekly earnings,
the median house price in the Territory for the
quarter ending March 2018 was $727,914, making it
at the time, the third highest median house price in
the country. Quite the positive self-endorsement of
its own residential housing market when you consider
Canberra-Queanbeyan only has the eighth highest
population in Australia.

On the topic of population, the latest ABS Census of
2016 revealed that Canberra’s Gungahlin District,
located in the outer northern part of the city,
recorded the second fastest level of population
growth within Australia from the 2011 Census, helping
Canberra’s population count surpass the 400,000
mark for the first time ever. On a ground level basis,
this population growth can be seen by residential
valuers working within the Gungahlin District from
the mostly overseas born migrants who are fast
absorbing the new residential housing stock being
released onto the market as well as purchasing
existing stock within the district. This is conducive to
the overall national trend of positive migration into
Australia over the past decade or so, largely made

up of skilled migrants. Closer to the CBD, we find

the familiar scenario of the prestige and blue-ribbon
suburbs and Canberra’s residential housing market is
no different.

The inner southern and northern suburbs such as
Forrest and Deakin to the south and Reid and Turner
to the north have always had strong demand and
limited supply and heading into the middle of 2018
sees the status quo maintained. However, growth
within Canberra's inner north has been particularly
strong in recent times, thanks not only to the
established character dwellings, leafy streets and
anticipated hype surrounding the city’s first light-
rail project along Northbourne Avenue but also the
RZ2 zoning, allowing dual occupancy and medium
density developments in areas once characterised by
dwellings on nothing less than the old quarter-acre
block.

With demand generally remaining strong over the

six months to June 2018, auction clearance rates
within Canberra still tend to be in favour of the
vendor but are showing signs of being down on the
rates achieved in the early quarters of 2017. However,
properties that are passed in or sold by private
treaty don't seem to sit on the market long if priced
accordingly and tend to be quickly absorbed by the
overall demand within the city.

The unit market however isn't so black and white.
There continues to be mixed results across the
Canberra unit market, with small 1- and 2-bedroom
apartments and units showing signs of either
negative, stagnant, or very limited capital growth
based on resale values, which may only be
compounded further into the latter half of the

year as more brand new stock is released onto the
market, particularly in the Gungahlin District. With
the Gungahlin town centre becoming a new transport
node in the outer north upon completion of the light-
rail terminus there, and Flemington Road becoming
an urban corridor of high-density apartment
complexes straddling the new light-rail track, the past
few years has seen medium to high rise complexes
springing up throughout the district.

Completion of the Mezzo and Infinity Towers
developments in Gungahlin in recent months has
seen the addition of over 500 new units to the area,
with a further three separate medium to high rise
developments nearing completion, currently under
construction or in pre-sale stage. Off the back of
the district's positive population growth, the newest
stock has been absorbed but with so much in the
pipeline, there is a lot resting on that growth to
continue. Larger 4-bedroom apartments and units
however seem to have a firmer trajectory of growth,
with some either remaining firm or showing some
growth, often swallowed up by those pushed out of
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the much more expensive housing market for similar
sized accommodation properties.

Rental costs throughout Canberra also tend to
reflect the overall theme of positivity, with increases
or stability upon yearly review periods. Surprisingly,
despite a large amount of high-density apartment
and townhouse developments coming onto the
market in Canberra, the rental vacancy rate remains
low and is anticipated to stay so. This factor added to
the growth in population and Canberra’s historically
transitional workforce may lead to increased
competition at rental inspections, ultimately leading
to anincrease in rents.

Overall Canberra finds itself in a good position as the
calendar turns over to June 2018, with the residential
housing market in safe hands fostered by strong
demand, increased population and stable market
sentiment in the core product. The residential unit
market has also crossed over into the second half

of 2018 as a winner, of sorts, with low vacancy rates
returning good rents for investors and new stock
seemingly mopped up by the steady flow of new
residents into the market.

Heading towards the end of the year, recent
hindsight tells us that Canberra’s housing market
will remain solid in demand, growth and new supply.
The unit market, however, will be one to watch, with

further new stock to be added to the supply line by
year's end. If current absorption rates backed by
good population growth continue, the market will cap
off what has been a good year for unit developments.
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Northern Territory

Darwin

At the halfway point of 2018, the Darwin property
market has tracked as expected with minimal growth,
some stabilisation in certain sectors and other
sectors have not fared well.

The stronger performing sector of the market is
dwellings. Sales volumes have continued to trend

in a steady fashion in both the northern suburbs
and Palmerston. Both areas have stabilised and we
expect that this will continue into the short term.

In the Palmerston dwelling market, we have now
seen the first million dollar sale since July 2013. The
sale property, 28 Smith Court, Bellamack settled
for $1.015 million in March 2018 and was positioned
on the tightly held acre blocks in Bellamack. What
the sale reflects is that there is confidence at

the upper end of the market and this is further
supported by another acre block sale, 20 Smith
Court, Bellamack, which settled for $960,000 in May
this year. Although there are transactions occurring
for properties at the higher end, there may be an
increased selling period in order to achieve the sale
prices.

Entry-level stock continues to tick over in
Palmerston, with sales continuing to occur in Gunn,
Durack and Rosebery. The northern suburbs sales
are also similar to sales occurring in Leanyer, Tiwi,
Malak and Karama. There is now consistent sales
evidence to show that the market has come back

20% to 30% from the 2013 to 2014 period or back to
circa 2008 to 2009 value levels for both sectors of
the market.

Agents report that there has been an increased level
of enquiry in the rural residential area. Although
there hasn't been the volume of sales to support this
claim, we have now started to see evidence of higher-
end sales occurring which we have not seen over the
past 12 months. 150 Shewring Road, Mcminns Lagoon
settled in March this year for $1.62 million. The
property was marketed over a 12 month period. Given
the quality of the property, we would consider this
marketing period to be reflective of the market for
this type of property, meaning longer selling periods
are required for higher end stock. The sale provides

a good benchmark for prestige property in the rural
area.

On the lower end of the rural residential market, we
are starting to see a number of sales of uncertified
structures, sheds or demountable style homes. This
type of property is common in the rural residential
market as it is priced for entry-level buyers. Although
the contracts that we are seeing appear to be in line
with the market, there has been some resistance
amongst lenders to lend on this type of asset which
has resulted in some contracts falling over. Given the
depressed market conditions and asset type, we are
not surprised that this is occurring and would caution
potential purchasers to do their due diligence prior

to contract as they may require larger deposits or
guarantors.

Unfortunately, the unit market has continued to
struggle. Given the depressed market conditions, the
only vendors that are selling are the ones who are
forced to. This has been particularly evident in the
northern suburbs and Palmerston since the start of

2018 and has put downward pressure on value levels.

Unfortunately, we have also started to see a number
of mortgagee in possession sales which are further
adding to the downward pressure. We would caution
any potential vendors looking to offload this type

of stock that the market is struggling and potential
purchasers are aware of the state of the market and
are constantly looking for a bargain.

Land is tracking steadily in the northern suburbs
with Northcrest continuing to release land and
construction in the display village now starting to
occur. The only other option potential purchasers
have is Muirhead that is nearing its completion of

a two part release in Stage 7. In Palmerston, there
are numerous developers in competition releasing
land in the Zuccoli sub-division. Developers appear
to be offering a range of discounts and prices to
attract purchasers of vacant residential land. Given
the broader market conditions for the Territory, we
anticipate that this sector of the market will continue
to track as is in the short to medium term with more
emphasis on price point, especially in Zuccoli.
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Alice Springs

The Alice Springs market is providing some mixed
results after an extended period of consolidation,
some of which continues. The owner-occupier market
continues to be the strongest while the investment
market continues to be stagnant to slow, in part

due to a lack of confidence and with some impact of
the tighter investment lending policies of the major
lenders.

The better-performing sectors of the housing market
are those associated with subsequent (second and
beyond) home buyers and include the suburbs of

Old East Side, Desert Springs (Golf Course) and

the rural areas. Each of these areas has had record
prices in recent months due to unique properties
being offered to the market however overall there
has been little capital growth. Other suburbs such

as Larapinta, Sadadeen, Braitling and Gillen remain
generally flat.

The median price indicators in Alice Springs provide
some guidance, however should be treated with
caution due to low transaction numbers that cause
high variability in the data, both in houses and units.

Older style units (circa 1980s 2-bedroom units) are
still the worst performers, however we note that
there is good demand for new units which continue
to be introduced to the market, albeit in low numbers.
Given the continued supply of newer units, the

outlook for an older unit for the foreseeable future is
for more of a subdued performance.

As we move into the latter half of 2018 we expect
a continuation of the recent performance in the
broader market with further stabilisation and
transaction numbers at similar levels.
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