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Industry Market Wrap

This week’s biggest property related story was probably BIS Shrapnel's release of their three year forecasts for
property prices. Within the release they forecasted that capital city price growth over the next three years would range
from 11% in Darwin to 19% in Sydney, Melbourne and Adelaide. Their forecasts have come in for much criticism
however (as we will study later in the Pulse) the forecasts reported by the media did not take into consideration the
fact that these figures include inflation.

Although many have suggested these forecasts are quite bullish, in real terms we are talking about increases of
between 5% and 9%. The media headlines also don’t mention when in that three year period the growth will happen. |
don't think anyone would believe the next year to year and a half will see strong price growth given the economic
climate but given the undersupply of dwellings in Australia and the cyclical nature of our market it may be the case
that property prices will rebound in the second half of the three year period.

Dwelling commencements data was also released during this week with the statistics showing that the trend estimate
dwelling commencements for the March 2009 quarter fell by 8.5, following an 8.4% fall in the previous quarter. Many
economic commentators as well as Government Departments have highlighted Australia’s ongoing shortage of
housing estimated to be somewhere between 40,000 and 80,000 too few dwellings. In order to cater for our booming
population it is imperative that dwelling commencements improve to provide housing for those in need and to
minimise affordability issues that arise due to this shortage. Given this result it is unsurprising to see Government
incentives for purchases of new houses however, it may be more effective to slash the restrictive charges on new
development and inject money into the timely deployment of critical infrastructure in and around these new housing
areas on the outskirts of our capital cities.
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Auction clearance rates — week ending June 14t
rpdata
cit Clearance  Total EFE:E PT:HT Sold At ::d Passed W/d
1ty Rate Auctions - )L L Auction < L.k
Results Auction Auction
Adelaide 65 60 5 20 4 26 5
Brisbane 109 95 24 23 2 41 5
Canberra 30 26 1 18 0 B 1
Melbourne 584 502 92 318 16 76 0
Perth 28 25 4 10 4 B 1
Sydney 459 331 56 174 5 81 15
Tasmania 17 8 2 0 5 1
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APPROXIMATE COMMISSION:
Based on the median dwelling value of $463,554 we estimate the total amount of available commission to be
$1.10 billion available across the Australian mainland.

Property Values - analysing the real change

When undertaking analysis of any property asset over time, it is important
to take into consideration the affects of inflation in order to determine the
‘real’ value change.

Between March 1993 and March 2009 (16 years) Australian dwelling values have
increased at an average annual rate of 8.0% and as at March 2009 sit at $458,908.
Comparing the performance of houses and units, houses have appreciated in value by an
average of 8.3% per annum whilst units on average have increased by 6.9% annually.

On a year by year basis, total value growth has varied dramatically. National dwelling
values have increased by as much as 18% (2002) and have fallen by up to -0.6%. Across
each year, there have been 12 occasions where median dwelling values have recorded
growth of at least 5%, only the 12 months to March 2009 has recorded a fall in property
values over this period.



Australian sales volume and median values
Mar-93 to Mar-09
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The Consumer Price Index (CPI) measures the level of price inflation in the Australian
economy. The Reserve Bank of Australia (RBA) has a target range for inflation of between
2% and 3%. Generally when inflation is higher than 3% they will tighten monetary policy
(raise interest rates) and when it falls below 2% they will ease monetary policy (cut interest
rates). Between 1993 and today, inflation has fluctuated quite a bit. As at the end of March
each year, 2001 recorded the greatest level of inflation (6.0% - which can be attributed to

the introduction of the GST) whilst 1998 saw the lowest level of inflation (-0.2%) when
prices were actually falling slightly.

Australian Consumer Price Index (CPI)
March 1993 to March 2009
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When analysing asset performances it is important to determine the ‘real value’ taking into
consideration the impact of inflation. If we take March 1993 as a starting point, CPI has
inflated by a total of 43.0% over this period or by an average of around 2.7% each year
which sits within the RBA'’s target range. At the same time, property values have increased
by a total of 241% over this time (at a rate of 8.0% pa). When taking into consideration

inflation, property values have in reality increased by 198% over the last 16 years, or by
around 12% pa.



Australian total change in values vs. CPI
March 1993 to March 2009
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Again taking March 1993 as a starting point, at that time National median dwelling values
were recorded at $134,544. If property values increased only by inflation over this period
national values would now sit at $205,285. They actually sit at $458,909 which is $253,624
greater than the inflation figure, with this figure indicating actual property value growth over
this time.

On a year by year basis national median house values recorded their greatest CPI
adjusted increase during 2002. At this time, CPI was recorded at 2.9% and property values
grew by 22.3% providing a true growth figure of 19.3% during the year. Over the 16 year
period, house values have recorded real growth falls on four occasions (1995, 1996, 2005
and 2009) and have witnessed real value growth of 5% or more on eight occasions.

Australian real changes in property values
March 1993 to March 2009
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National median unit values recorded their greatest adjusted growth also during 2002
when value growth was recorded at 17.2% and CPI was recorded at 2.9%, resulting in a
real change of 14.2%. Over the analysed period, value falls have been witnessed on four
occasions (1995, 1996, 2005 and 2009) and eight times real growth has been recorded at
5% or more. Interestingly whilst house values recorded five years of double-digit real
growth, unit values recorded similar growth just once.



How you can use the RP Data Property Pulse

As a participating RP Data subscriber, you are authorised by RP Data Limited to, at your
choosing, forward this content to your customers or publish as editorial content on your
website and newsletters in an unedited fashion provided that RP Data is appropriately
guoted.

Conditions of Syndication

You should not rely upon the opinions expressed in this report for any investment decision.
RP Data will not be held responsible for any loss or damage suffered as a result of relying
upon the opinions and information contained in this report. You should always take specific
advice from a professional advisor so that your particular circumstances can be assessed
and an investment decision appropriate to your circumstances can be determined.

You may not under any circumstances take a whole or part of the content and
forward to any media outlet at any time.

You may not re-publish this content as your own without our express written permission.
All Intellectual property used in the creation of the RP Property Pulse remains with RP
Data Limited. The research and opinions expressed remain those of RP Data Limited. If
you have any questions about syndication obligations, please firstly speak with the RP
Data Research Division on: 07 3114 9999.
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