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Quarterly Australian Residential Property Survey: Q1 2014

Housing market sentiment lifted slightly in Q1 2014 as sentiment improved in SA/NT and NSW,
but softened in Victoria and WA. The outlook for house prices strengthened in all states except
Victoria, with Queensland showing the biggest gains in the next 1-2 years. A big pick up in
foreign buying activity was noted in the market for new property (especially in Queensland)
and for established housing (especially in NSW). In terms of total demand, foreign buyers now
account for just over 1 in 7 new properties and around 1 in 10 established homes.

» NAB Residential Property Index rose +1 to a high of +37, with strong gains in SA/NT and NSW
offsetting declines in Victoria and WA. Queensland is the most optimistic state in the next 1-2
years, with confidence scaled back most in Victoria and weakest in WA.

= The outlook for house prices in the next year (end-March 2014) improved in all states, bar
Victoria. Price growth tipped to be fastest in Qld (3.5%) and NSW (3.3%) and slowest in Victoria
(2.2%) and SA/NT (2.2%). Qld (4.4%) set to lead the country for capital gains in 2 years time, with
Victoria (2.4%) slowest. Continuing modest rental growth indicates that yields are falling.

= NAB also sees house prices rising fastest in Brisbane (6.4%) and Perth (5.6%), while lagging in
Adelaide (3%) and Melbourne (4.3%) in the year to March-2015 (see Appendix 1 for more detail).

* The influence of foreign buyers rose significantly in both new and established property markets,
reaching a high of 13.9% and 9.5% of total demand respectively in Q1 2014. Foreign buyers were
especially active in Queensland (accounting for an estimated 24.4% of new property market
demand) and in NSW (12.7% of demand in the established property market).

= Demand for all types of new property weakened slightly, although it is still very strong in NSW.
Credit availability and housing affordability continue to be identified as the biggest impediments
to buying new property, but concerns over interest rates are beginning to rise.

= Demand for established property was stronger in all market locations and segments, except for
middle/outer ring low rise apartments. Demand for established property is expected to soften
slightly next year in all markets, except for CBD apartments and inner city houses.

= Capital growth expectations improved at the premium end of housing market, led by NSW and
Victoria, but overall prospects are strongest for houses and apartments worth less than $5000,000.

= Employment security is still identified as the biggest impediment to buying existing property in all
states except NSW, where a lack of stock is seen as the biggest impediment in the market place.
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Residential Property - Market Performance

Outlook for house prices over next year stronger in all states, except Victoria. Price growth tipped to
be fastest in Queensland (3.5%) and NSW (3.3%) and slowest in Victoria (2.2%) and SA/NT (2.2%).
Queensland (4.4%) to lead the country for capital gains in 2 years time, with expectations pared back
in Victoria (2.4%), where expectations are now weakest overall.

% House Price Expectations (next 12 months) % House Price Expectations (next 24 months)
6.0 6.0

Qld NSW Australia WA Victoria SA/NT Qld WA NSW Australia SA/NT Victoria

Q113 mQ4'13 mQi'14 Q113 mQ4'13 mQi'14

National rental growth was broadly unchanged in Q1 2014 (0.5%), but faster capital growth suggests
that yields are still eroding. Rental growth was fastest in NSW (1.4%) and weakest in WA (-1.2%),
where the leasing market is clearly feeling the pinch from the slow down in mining investment.
Softer income returns are tipped for most states over the next 1-2 years, with NSW and Queensland
expected to provide the best returns.
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NAB Residential Property Index rose +1 to 37 points in Q1 2014, with strong gains in SA/NT and NSW
offsetting declines in Victoria and WA (where housing market confidence has clearly waned over the
past year). Respondents from Queensland remain most confident over the next 1-2 years, while
confidence was scaled back most in Victoria and is weakest in WA.
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Residential Property - New Developments

Big increase in foreign buyer activity in new housing market, reaching all time high of 13.9% of
national demand. Foreign buyers especially active in Queensland (24.4%). First home buyers also
returning to the market (21% market share), especially in Victoria (29%) and NSW (25%).
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New property demand weaker across the board, but variance among states persisting (overall
demand still much stronger in NSW). National demand predicted to be broadly unchanged next year.

Demand for New Residential Developments
(current)

Inner City Houses

Inner City Low Rise Apts ﬁ

Inner City High Rise Apts

oD Apartments I

Middle/Outer Ring Houses ﬁ

Middle/Outer RingLow Rise Apts
Middle/Outer Ring High Rise Apts

Poor Fair Good

Q1'13 HQ4'13 HQ1'14

Demand for New Residential Developments
(next 12 months)

Very Good Excellent

inner Gty Low Rise Apts

Inner City Houses ﬁ

inner iy igh Rise Apts

o0 Apartments .

Middle/Outer Ring Houses ﬁ

Middle/Outer RingLow Rise Apts ﬁ

Middle/Outer Ring High Rise Apts i

Poor Fair Good Very Good

Q1'13 mQ4'13 mQ1'14

Excellent

Demand for New Residential Developments by State
(current)

Middle/Outer RingLow Rise Apts i

Middle/Outer Ring High Rise Apts

Middle/Outer Ring Houses

Inner City Low Rise Apts

Inner City High Rise Apts
Inner City Houses
e

CBD Apartments

Poor Fair Good Very Good  Excellent

M Victoria ENSW mQld HWA

Demand for New Residential Developments by State
(next 12 months)

Middle/Outer RingLow Rise Apts
Middle/Outer Ring High Rise Apts
Middle/Outer Ring Houses
Inner City Low Rise Apts
e
.

Inner City High Rise Apts

Inner City Houses

CBD Apartments

Poor Fair Good Very Good  Excellent

M Victoria ENSW mQld HWA

Credit availability and housing affordability still the biggest concerns in the new property market.
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Residential Property - Existing Properties

There was a big increase in foreign buyers in the established property market during Q1 2014,
reaching all time high of 9.5% of total demand nationally. Foreign buyers were most active in NSW,
with their involvement in the market rising from 7.6% in Q4 2013 to a high of 12.7%. Foreign buyers
were also more active in the market in Victoria (10%) and Queensland (9%).

Australian resident investors also increased their exposure to established property during the
quarter, despite a pullback in NSW (27.3%), with this mainly due to higher investment activity in
Victoria (24.6%) and Queensland (26.7%).
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Demand for established property was stronger in all market locations and segments, except for
middle/outer ring low rise apartments. Demand for existing property is expected to soften slightly
across most market segments in the next year, except for CBD apartments and inner city houses.

Demand for established property remains significantly stronger in NSW across all market segments
and locations, with “very good” demand being recorded in all segments, except middle/outer ring
low and high rise apartments.

Queensland and Victoria are the only states expecting stronger demand (albeit marginal) for all
types of established property in the next year, but demand in NSW to still lead the country.
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Capital growth expectations to improve at premium end of housing market, underpinned by NSW
and Victoria. Prospects still strongest in the sub-$5000,000 market for both houses and apartments.
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Employment security remains the biggest impediment to buying existing property in all states

except NSW, where a lack of stock is seen as the biggest impediment.
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Survey Respondents’ Expectations

House Price Expectations (%)

Current Survey Quarter Next Next

7Q4’11 Q1’12 Q2’12 Q4’12 Q113 Q2’13 Q3’13 Q4’13 Q1’137 6mth year
Victoria -2.5 -1.6 -2.5 -1.1 -0.9 0.6 0.2 1.5 1.8 1.3 1.6 2.2 2.4
NSW -0.8 -0.5 -1.7 -0.6 -0.7 0.6 0.1 1.9 2.3 2.7 2.5 3.3 3.3
Queensland 2.4 -1.8 -1.4 0.8 -0.5 0.4 -0.5 0.8 1.2 1.4 2.0 3.5 4.4
South Australia/NT 2.4 -1.8 -1.2 -0.3 -0.8 0.5 -0.4 0.1 -0.2 0.6 1.1 2.2 3.0
Western Australia -1.3 -0.2 -0.3 0.1 0.4 1.2 1.0 1.0 1.5 1.5 1.5 2.8 3.3
Australia -1.8 -1.2 -1.6 -0.7 -0.6 0.4 0.1 1.3 1.6 1.7 1.8 2.8 3.2

Rental Expectations (%)

Current Survey Quarter Next Next Next
Q4’11 Q112 Q2’12 Q4’12 Q1’13 Q2’13 Q3’13 Q4’13 Q1’14 6mth year 2yrs
Victoria 0.9 0.1 -0.8 -0.5 -0.2 0.3 0.2 0.3 0.6 0.8 1.0 1.8 2.1
NSW 2.2 2.2 0.4 0.2 0.5 1.0 -0.2 0.9 1.1 1.4 1.7 2.7 2.7
Queensland 0.4 0.8 0.6 0.6 0.6 0.6 0.0 0.7 0.6 0.3 0.9 2.0 2.8
South Australia/NT 0.6 0.0 -0.1 -0.4 -1.4 1.0 -0.5 -0.3 0.3 0.6 1.2 1.7 2.3
Western Australia 2.5 2.6 2.7 1.1 1.9 2.4 0.8 -1.0 -0.8 -1.2 -0.8 0.0 1.8
Australia 1.2 1.1 0.4 0.2 0.4 1.0 0.1 0.2 0.4 0.5 0.9 1.7 2.2

Appendix 1: NAB’s View of Residential House Prices

After a very strong 2013, NAB modelling indicates that average capital city house prices will cool
over the next 2 years, with NAB Economics forecasting average national house price growth of
5.4% through the year to March 2015 and 4.4% in the year to March 2016. While sustained
population growth, supply issues and foreign buying activity will put a floor under house prices,
unemployment and the economy will limit gains.

Brisbane (6.4%) is expected to lead the market in the next year, followed by Perth (5.6%) and
Sydney (5%), with slower growth forecast in Melbourne (4.3%) and Adelaide (3%).

Brisbane (5.7%) is expected to remain the strongest city for capital gains in the 12 months March
2016, followed by Sydney (4.2%). House price growth is expected to accelerate mildly in Adelaide
(3.6%), but moderate in Perth (3.8%) and Melbourne (3.1%).

NAB Capital City House Price Forecasts (%)*

year to end-December year to end-March
2013a 2014f 2015f 2014e 2015f 2016f
Sydney 14.3 7.7 5.0 14.7 5.0 4.2
Melbourne 8.6 6.4 3.4 13.9 4.3 3.1
Brisbane 6.0 8.3 6.1 9.8 6.4 5.7
Adelaide 3.9 4.5 2.8 5.3 3.0 3.6
Perth 8.9 7.9 4.3 9.8 5.6 3.8
Capital City Average 9.5 7.7 4.8 12.4 5.4 4.4

*percentage changes represent through the year growth rates (a = actual; e = estimate, f = forecast)
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About the Survey

In April 2010, NAB launched the inaugural NAB Quarterly Australian Commercial Property Survey
with the aim of developing Australia’s pre-eminent survey of market conditions in the Commercial

Property market.

The large external panel of respondents consisted of Real Estate Agents/Managers, Property
Developers, Asset/Fund Managers and Owners/Investors.

Given the large number of respondents who are also directly exposed to the residential market, NAB
expanded the survey questionnaire to focus more extensively on the Australian Residential market.

Around 310 panellists participated in the Q1 2014 Survey and the breakdown of our Survey
respondents - by location, property sector and business type - are shown below.

Respondents by State Respondents by Property Sector Respondents by Business Type
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DISCLAIMER: “[While care has been taken in preparing this material,] National Australia Bank Limited (ABN 12 004 044 937) does not
warrant or represent that the information, recommendations, opinions or conclusions contained in this document (“Information”) are
accurate, reliable, complete or current. The Information has been prepared for dissemination to professional investors for information
purposes only and any statements as to past performance do not represent future performance. The Information does not purport to
contain all matters relevant to any particular investment or financial instrument and all statements as to future matters are not
guaranteed to be accurate. In all cases, anyone proposing to rely on or use the Information should independently verify and check the
accuracy, completeness, reliability and suitability of the Information and should obtain independent and specific advice from
appropriate professionals or experts.

To the extent permissible by law, the National shall not be liable for any errors, omissions, defects or misrepresentations in the
Information or for any loss or damage suffered by persons who use or rely on such Information (including by reasons of negligence,

negligent misstatement or otherwise). If any law prohibits the exclusion of such liability, the National limits its liability to the re-supply
of the Information, provided that such limitation is permitted by law and is fair and reasonable. The National, its affiliates and
employees may hold a position or act as a price maker in the financial instruments of any issuer discussed within this document or act as
an underwriter, placement agent, adviser or lender to such issuer.”

UK DISCLAIMER: If this document is distributed in the United Kingdom, such distribution is by National Australia Bank Limited, 88 Wood
Street, London EC2V 7QQ. Registered in England BR1924. Head Office: 800 Bourke Street, Docklands, Victoria, 3008. Incorporated with
limited liability in the State of Victoria, Australia. Authorised and regulated in the UK by the Financial Services Authority.

U.S DISCLAIMER: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not
intended as an offer or solicitation for the purchase or sale of any securities, financial instrument or product or to provide financial
services. It is not the intention of nabSecurities to create legal relations on the basis of information provided herein.

NEW ZEALAND DISCLAIMER: This publication has been provided for general information only. Although every effort has been made to
ensure this publication is accurate the contents should not be relied upon or used as a basis for entering into any products described in
this publication. To the extent that any information or recommendations in this publication constitute financial advice, they do not take
into account any person’s particular financial situation or goals. Bank of New Zealand strongly recommends readers seek independent
legal/financial advice prior to acting in relation to any of the matters discussed in this publication. Neither Bank of New Zealand nor any
person involved in this publication accepts any liability for any loss or damage whatsoever may directly or indirectly result from any
advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this publication. National
Australia Bank Limited is not a registered bank in New Zealand.

JAPAN DISCLAIMER: National Australia Bank Ltd. has no license of securities-related business in Japan. Therefore, this document is only
for your information purpose and is not intended as an offer or solicitation for the purchase or sale of the securities described herein or
for any other action.
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