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From the CEQO’s Desk
Challenging times!

By Greville Pabst
CEO and Director

The US sub-prime crisis has hit
our financial markets like a
tsunami and as the old saying
goes, “bad news comes as

a family”.

The ripples from this tsunami will be felt in every sector of
our economy. In addition to the devastation of stock
markets, we are also subject to the affects of a credit
squeeze effectively devolving control to the big four banks.
With the St. George/ Westpac merger, GE pulling out of the
mortgage market and the Commonwealth Bank/Bankwest
merger, for some borrowers obtaining credit will become
increasingly difficult.

Despite relief for many Australian homeowners through the
first of several speculated cuts by the RBA to official interest
rates, the Australian economy is by no means out of the
woods. Evidenced by already low clearance rates across
the country the property market has taken a hit. As we
enter the traditional spring selling period stock levels in
Melbourne and Sydney are at all-time lows.

As a result of the proliferation of market distress, consumer
sentiment remains low, where Australians are exercising
caution regarding any major financial expenditure decisions.
With consumer and investor confidence so poor, why would
you buy or sell? At the moment, a great deal of property
listings are not driven by choice, but rather by necessity as
a result of mortgage stressed vendors. In my 25 years in the
property industry | have never before seen such a notable
influx of quality asset listings during a single period.
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Racing Springs Into Fashion

Given the current confusion in the market there are many
questions relating to risk categories. | believe the highly
leveraged suburbs of Brighton, Albert Park and Armadale in
Melbourne, Mosman and Neutral Bay in Sydney, and New
Farm and Newstead in Brisbane will come under increasing
pressure in the next three months. These suburbs have
been hit the hardest by the financial system meltdown,
where signs of weakening in the luxury property market for
properties over $3million are already apparent.

Further to this, it is not a favourable period to be holding
development sites or projects to be erected. During any
property downturn, these assets are the first to experience
distress, as they do not earn income and carry higher
holding costs. Capital expenditure is also tightened and
speculation over future market value can be difficult.

Holiday homes and hobby farms on small acreage are other
high risk property categories. In Victoria, the Mornington and
Bellarine Peninsulas will come under pressure. | am seeing
an increasing supply of quality lifestyle properties entering
the market in Red Hill, Flinders, Cape Schank, Portsea and
Sorento, in Victoria, and Fitzroy Falls and Ulladulla in NSW.

Retail property is already suffering as discretionary spending
dries up. Consumers will cut back on dining out and plasma
screens as we all tighten our belts. Additionally, areas
without transport and other infrastructure will experience
increasing pressures from fluctuating fuel costs and the risk
of cuts to our labour market. Thus, the lower and middle
priced property markets located within 20km of capital cities
will be the safest place to park you property dollars, during
this downturn.
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QOver the past several months, the impact of the
sub prime crisis in the US has played out
globally and has been leading every news story
in Australia. We are all now well versed in the
more technical terms like CDOs, Credit Default
Swaps, and what exactly a Credit Crunch
means. There has been so much negative
commentary that confidence in share markets
and banks across the globe have seen
unprecedented market intervention by governments, and even the
potential bankruptcy of the Republic of Iceland! The ongoing gloomy
outlook has further suppressed the Sydney property market, already
recognised as unaffordable and subject to many distressed sales as
buyers become more risk adverse and less inclined to commit to a

new mortgage.

The best news this year by far has been the Rudd Government's increase
to the First Home Owner's Grant, lifting it to $14,000 for existing properties
and $21,000 for new dwellings. Coupled with the NSW First Home Plus
scheme exempting new buyers from Stamp Duty, and the recent cuts in
the cash rate of 2%, we anticipate very strong activity in the more
affordable suburbs of Sydney. Quick action is recommended for those
wanting to take advantage of this opportunity, and we expect a lot of
activity in areas such as Bankstown, Blacktown and the Sutherland Shire
as affordable properties are snapped up by first home buyers and
investors alike.

This could be the start of a recovery in the Sydney market from the bottom
up, with the fundamentals of excess demand and increased affordability
tempting buyers back into the biggest property market in the nation.

Adelaide Residential Property Update
By Bart Quinn AAPI

The Adelaide residential property market has
experienced its first moderate decrease in
house prices in some time during the
September 2008 quarter. This confirms that
interest rate rises earlier in the year and current
economic conditions are beginning to put
further downward pressure on property prices.
The September 2008 median house price was
$361,000, down by approximately 2% from the previous quarter.
Volumes have also slowed by approximately 25% compared to the same
time last year, which has been positive in that this tight supply has
helped to sustain house prices during 2008. In some suburbs we have
seen prices fall recently by up to 10%, whilst in some tightly held inner
areas prices have remained steady. Although this is the first negative
growth since September 2000, the Adelaide property market appears to
be avoiding some of the volatility being experienced in the eastern

states. Adelaide metropolitan vacancy rates dropped to a low of 1.23%
in August, suggesting demand is remaining strong in light of the current
climate.

We expect that the recent 2% interest rate cuts by the RBA will have a
positive effect on the South Australian property market and be well
received by homebuyers and the general community. The recent
increase to the first home owner grants, should provide some much
needed stimulation to residential property and see more buyers enter the
market. Auction clearance rates in recent weeks have remained low,
within the 35-45% range, due to high vendor expectations relative to the
current economy as well as the recent legislative changes controlling the
auction process.

The boom times of 2007 appear to be behind us, however, the Adelaide
property market looks to be in a reasonable position to weather the
current economic climate. We expect that if interest rates fall into the low
to mid 6% range in 2009, the residential property market will respond
with positive growth.




S.E. Queensland Residential
Property Update
By Julian Harrison-Tubb AAPI

In the last newsletter we pondered whether the
traditional winter gloom would envelop the
Queensland market. The emergence of the
spring market usually marks a resurrection
from the winter gloom, characterised by fresh
housing supply and a flurry of activity.

However, a slowing in local demand and world
events seems to have delayed the usual spring enthusiasm, where the
current market in Queensland can be best described as ‘steady’. It
would appear that vendors and investors have entered into a holding

pattern and are waiting to see how international influence will affect the
local market.

Property markets generally move in a cyclical manner and this ‘truism’ is
equally the case in Queensland. There are difficulties, however, in
summarising the affects on the Queensland market as there are multiple
economies at play. The mining related areas continue to be strong and
do not appear to be affected by world events, remaining near their peak.
The metropolitan Brisbane area is driven by different levers and seems to
have passed its peak, now entering a slowing phase. The Coastal towns
dependant on the tourist trade appear to have been more adversely
affected by interstate issues and have suffered to a greater extent.

Only time will tell how long the market is in a holding phase. A difficult
market makes quality advice all the more important. Feel free to call the
Queensland team to discuss your property strategy.

In line with national trend, Tasmania has also felt
the effects of the global credit crisis, which has
added to the general slowdown in real estate
activity over the past few months. Although
Tasmania has a relatively insular market, the
rapid escalation in house prices since 2003/04
has resulted in some sectors, particularly the
investment and first home buyer sectors with
high debt gearing, becoming vulnerable to economic fluctuations,
especially where the prospect of steady capital growth is absent.

Traditionally conservative homeowners who reside in the established upper
middle class suburbs are least likely to bear the brunt of falling prices.
Suburbs such as Battery Point, Sandy Bay and near-city areas are well
placed to maintain steady demand; however, newer estates of middle
class properties in established fringe suburbs, which have grown with the
building boom times, could fall by up to 10% in value. Likewise, the
ex-housing and dormitory suburbs, which were driven by investor
demand, show signs of struggling to achieve previous sale price levels and
falls of 10-15% will not be uncommon.

Auction sales are now reserved for truly unique or marquee properties and
vendors’ previously optimistic expectations are being put to the test in the
current environment.

Overall sale volumes are well down on previous boom years by up to
35-40%, and the process of buying, then refinancing or upgrading is no
longer a viable option.

The lack of investor confidence in the market is reflected in the tight
vacancy rates for rental property, which although at historical lows are not
enough to engender movement in this sector. On a balanced approach,
Tasmania still has a strong upper end residential market, and with a
median house price of $360,000-$380,000, Hobart still ranks as one
Australia’s more affordable cities and is well placed to ride out the current
economic climate.

In line with all other states, Victoria, bowed to
the pressure of 12 consecutive interest rate rises
as evidenced by declining auction clearance
rates in the first three quarters of 2008 as well
as other influences including falling retail
spending, consumer confidence, housing
finance approvals and business confidence.
Added to this, is the current uncertainty in the
property market fuelled by the global credit crisis and the US sub-prime
mortgage meltdown. As a result of these factors the Australian economic
growth rate is expected to slow substantially over the next 12 months.

Recent RP Data figures indicate that Melbourne house values are down
approximately 2% over the last few months. These falls are generally
consistent across the city, except for the outer eastern and south eastern
suburbs where decreases in the range of 3-5% have been evident.

The median house price in Melbourne at August was

$448,271; $362,777 for units.

The persevering light at the end of the tunnel is maintained by consecutive
interest rate cuts in September and October, along with the recently
announced additional support for first home buyers. As a result of these,
the first home buyers sector will experience a boost, making it more
buoyant than other sectors of the residential property market. For example,
Narre Warren, a typical first and second home owner’s suburb, has a very
strong market in properties under $320,000, while the market from
$320,000 to $500,000 is weaker. Recent valuations in Camberwell and
Balwyn suggested the market has declined between 10-15% for
properties in excess of $1,000,000, whilst properties under $500,000
appeared to be less affected. The residential market is not suffering alone
as the commercial and industrial sector is being impacted to a similar,

if not greater, extent.

Melbourne Property Outlook Breakfast Seminar

25th February 2009

For registration details please visit
www.wbpproperty.com
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WBP Sydney Property Outlook 2008-09 Seminar:
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Photo 1: Smart50 Awards — Steve Demchinsky (WBP),
Colin Shiel (WBP), Amanda Gome (SmartCompany),

Sjouke Price (WBP), Jacinta Forster (WBP)

Photo 2: (L-R) The Telstra 2008 Victorian Business
Awards - Nicholas Brittain (WBP), Anne Fulwood (Compere
and Host), Deena Shiff (Telstra Business Awards).

Photo 3: (L-R) MFAA Golf Day — John McEntee

(John McEntee Valuations) Patrick Brady (WBP),

Colin Shiel (WBP), Bernie Herbert (Melbourne Body Corporate)

Photo 4: Floyd Nangreave (Cherry Solutions)
Photo 5: (L-R) Presidents lunch at Kooyong — & B
Margot Sharpe and Kathy Roberts (Holding Redlich), Visit the WBP photo gallery of industry and staff events at

Susan Gray (Retail Realty). www.wbpproperty.com

Source: RP Data-Riskmark * These results are indicative only
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Disclaimer. The content of this newsletter is written expressly for education purposes and is based on the opinions of the authors. The authors and agents

2005, 2006 & 2008 for the authors do not accept any liability for any error, omission, loss or damage of any kind sustained by any person or entity arising from the use of this
Finalist 2007 information. It is recommended that you seek independent professional advice relevant to your specific circumstances before acting on this information.






