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NSW BULKY GOODS MARKET OVERVIEW

o LandMark White is monitoring over 726,000 sq m of future Bulky Goods space, with the
majority of supply located in regional areas;

e Rental levels witnessed good growth over the last 12 months, however the amount the of
future supply and interest rate rises may ease growth;

¢ Investment fell over the past year as a result of limited opportunities, with yields recording
further tightening during this period.

Across New South Wales, LandMark White is monitoring 70 Bulky Goods projects totalling
approximately 726,026 sq m of retail space to enter the market over the next three years. Bulky
Goods supply represent 35.67% of total retail supply throughout the state, with the majority of
supply focused in regional locations. Total non-metro space accounts for over 55.00% total
Bulky Goods supply, with the Illawarra and Hunter regions the key providers of Bulky Goods
space. These locations remain popular for development given the proximity to new residential
release areas. Only 10.41% of non-metro supply is under construction, while over 66.00% of
developments are still in early planning stages.
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In comparison, the West region with only 12.15% of total supply is the main source of
development across the Sydney Metropolitan area, with half of this amount expected to be
completed over the next 12 months. The South region is the second highest with approximately
76,684 sq m identified for Bulky Goods development, with the North, North West and South
West regions ranging between 5.66% and 7.58% of supply. The Central South and Central
West regions represent 2.06% of total supply, this is a result of the limited development
opportunities available in these established localities.

In the past 12 months Bulky Goods rental rates have shown some noticeable upward
movement, due to improved retail trade despite a slow residential market, with average annual
growth of 5.50% to $298/sq m. This result is a significant improvement on the historical five
year average growth of 2.39% per annum or $284/sq m. According to the Australian Bureau of
Statistics, during the year to December 2007 retail spending on household goods recorded an
increase of 6.32% on average compared to 6.02% in the previous year. This strong growth has
been one of the major factors in the rising rental levels in 2007.

nsw bulky goods retail average net face rents
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Source: LandMark White Research

However, over the next 6 to 12 months, rental growth is likely to slow given the amount of
supply identified and the possibility of further interest rate rises, which will likely further prolong
a recovery in the residential market. Discretionary spending by consumers is likely to
experience some downward pressure, given increasing inflation, fuel costs and the potential
threat of future interest rate rises. This will flow through to rental levels and will likely have a
lowering affect on rental growth of Bulky Goods centres. Over the next five years Access
Economics expect retail turnover in New South Wales to achieve an annual average of 2.80%,
this figure falls behind the historic five year annual average of 3.22%.

Retail turnover for Bulky Good centres totalled $69.594 million from only 6 transactions during
the 2007 calendar year. Investment fell sharply over this period from $374.78 million as a
result from the limited opportunities available in the market, in particular for prime centres.
Private Investors were the major purchasers during the year, accounting for 87.71% of total
turnover, with Syndicates representing the remaining 12.29%. Regional locations recorded the
highest activity over the year representing over 70.00% of total transactions.



nsw bulky goods retail transactions by purchaser type
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Yields across the New South Wales Bulky Goods sector have continued to tighten further in the
last year, as rental conditions improved in the market. With limited available stock, there is a
clear separation between prime and secondary Bulky Goods stock, hence the large range of
yields achievable. At current, yields range between 6.75% and 8.25%, with some prime stock
achieving yields below this range. Older showroom type bulky goods space not well located on
main arterial roads is a good example of centres at the upper end of the yield range.

“The general who wins the battle makes many calculations in
his temple before the battle is fought. The general who loses

makes but few calculations beforehand” sunta

Contact our Sydney office (02) 8823 6300 or Brisbane office (07) 3226 0000 for national enquiries
or email us at: research@Imw.net.au

If you wish to unsubscribe to LandMark Byte, please return email with the words “unsubscribe” in the subject
header. If you wish to be added to our distribution list please send full contact details to research@Imw.net.au.

Part of our focus at LandMark White has been client service and we are committed to provide a quick response to
your valuation and advisory needs, if you require any further information on the NSW retail market or have any
valuation queries please contact our NSW Managing State Director, Tyrone Hodge, tyrone.hodge@Imw.net.au.
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strictly prohibited without the prior consent of LandMark White Limited. This is general information only and should not be considered as a comprehensive statement on any
matter and should not be relied upon as such. Neither LandMark White nor any persons involved in the preparation of this report accepts any form of liability for its
contents. All forecasts and estimates made are based on one set of assumptions, which may change.
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