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Residential Property - Existing Properties
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Australian resident owner occupiers will continue to
dominate the market for existing property sales over
the next year.

The expected composition of buyers in the market for
existing properties is broadly similar to that of new
developments. According to our survey respondents,
Australian resident owner occupiers are expected to account
for around 52% of existing property sales in the coming year
(compared with around 48% for new developments). This
result mirrors the findings from our September quarter
survey.

The remaining share is split in a similar ratio to that of new
developments. Australian resident investors are expected to
account for around 22% of existing property sales in the
next 12 months, with Australian resident first home buyers
expected to account for around 15%.

Overseas buyers are tipped to account for the smallest share
of sales, with an expected share of just 5%.

Inner city housing leads demand for existing
properties, followed by inner city low rise and
townhouses.

Our survey respondents currently identify the strongest
demand in existing residential property for inner city
detached and semi-detached houses and classified demand
conditions for this property type as “good”. Also recording
“good” conditions were inner city low rise and townhouses.

In contrast, the demand for middle/outer ring detached and
semi detached houses and CBD apartments is now seen as
being only “fair” after having been identified as “good” in our
previous survey.

Demand for all other property categories was classified as
“fair”, unchanged from our previous survey.

According to our survey respondents, demand for all
categories of existing property is expected to increase over
the next 12 months. The relative rankings of the property
categories are expected to be broadly unchanged, but
demand conditions for middle/outer ring housing is expected
to rise from “fair” to “good”.

Rising interest rates is now identified as the biggest
constraint for purchasing existing property.

According to our survey respondents, rising interest rates is
now being identified as the biggest constraint on existing
residential property purchases, replacing access to credit as
the biggest constraint in our previous survey.

Access to credit is, however, still seen as an important
impediment to existing residential property purchases and is
considered to be only marginally less important than rising
interest rates as a major constraint. In both cases, the
impact of these factors was classified as “significant”.
Employment security was also listed as a “significant”
constraint to existing residential property purchases, albeit
marginally less important, despite the relatively low and
falling rate of national unemployment.

In contrast, the level of prices, the relative returns on other
investments and lack of stock were considered to be only
“somewhat” significant by our survey respondents.
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Residential Property - Rental Market
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Adelaide is expected to have the greatest rental
availability over the next 12 months, with Sydney

lagging.

Our survey respondents currently identify Adelaide, Brisbane
and Melbourne as cities with the greatest availability of rental
property, with conditions in these markets classified as
“good”.

In contrast, the availability of rental property in Canberra,
Perth and Sydney was classified as “fair”.

According to our survey respondents, rental availability
conditions are expected to tighten in all capital cities over the
next 12 months, with the exception of Canberra.

The biggest tightening in rental availability is expected to
occur in Sydney, Brisbane, Adelaide and Melbourne. Adelaide
is the only market in which conditions are expected to
remain “good”, with availability of rental property in all other
capital cities classified as only “fair” over the next 12 months.
Rental availability conditions are expected to be weakest in
Sydney.

Medium-term rental prospects are divergent, with the
best prospects in South Australia/Northern Territory
and Victoria and the weakest in Queensland.

On average, our respondents anticipate residential rents
rising by 2.8 per cent over the next 12 months and 4.1 per
cent over the next 2 vyears. However, this national
aggregated measure masks a considerable degree of
divergence between individual states.

Reflecting comparatively tight rental markets in Sydney,
Perth and Melbourne, Victoria (4.5 per cent), Western
Australia (3.1 per cent) and NSW (3 per cent) recorded the
strongest growth expectations over the next 12 months. In
contrast, growth expectations are weakest for Queensland
(1.2 per cent) and South Australia (1.9 per cent).

Over the medium-term (2 years), our survey respondents
see rental prospects improving in all states, with the biggest
gains expected in South Australia (5.7 per cent) and Victoria
(5.6 per cent). Queensland remains the laggard with
expected rental growth of just 2.4 per cent over this same
period.

Special Survey Question

Suburbs with Fastest Expected Capital Growth
(next 12 months)

Albert Park (VIC) Melbourne City (VIC)
Ascot (QLD) Middle Park (VIC)
Bowden (SA) Newcastle (NSW)

Brisbane City (QLD) Petersham (NSW)

Brunswick (VIC) Port Hedland (WA)

Eastwood (NSW)
Enfield (SA)

Gladstone (QLD)

Grovedale (VIC)

Karratha (WA)
McKay (QLD)
Malvern (VIC)

Mandurah (WA)

Port Melbourne (VIC)
Prahran (VIC)
Richmond (VIC)
South Hedland (WA)
South Yarra (VIC)
St Kilda (VIC)
Sydney City (NSW)

Port Macquarie (NSW)

The regional towns of Gladstone (Qld) and Karratha
(WA) were the most nominated responses with
regards to expectations for capital growth over the
next 12 months.

In regard to the Australian residential property market, our
survey respondents were asked to nominate which three
suburbs they believe will grow fastest in capital value over
the next 12 months.

The most nominated responses were the harbour town of
Gladstone (QId) and the town of Karratha (WA), which caters
for mine workers in the Pilbara. Sydney, Melbourne and
Brisbane cities were also well represented.

Elsewhere, nominations were dominated by the established
inner city suburbs of Melbourne.
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Appendix: 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. The breakdown of our survey respondents - by location, industry and business type - are shown below.

Respondents by State Respondents by Industry
SAINT WA Industrial Residential
QLD 6% 1%  acT 15% 46%

VIC/ITAS Retail Infrastructure

9 .
NSW 23% 13% Office Other Hotels / 1%

29% 17% 4% Entertainment
4%

Respondents by Business Type

Owners / Fund managers
Investors in (Real Estate)
Real Property 5%
Property 5% Valuers
developers 6%

9%

Asset Real estate
Managers / agents and
Property managers
Operators 46%
8%

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: So far as the law and the FSA Rules allow, National Australia Bank Limited (“the Bank”) disclaims any warranty or representation as to the accuracy or reliability of the information and
statements in this document. The Bank will not be liable (whether in negligence or otherwise) for any loss or damage suffered from relying on this document. This document does not purport to contain all
relevant information. Recipients should not rely on its contents but should make their own assessment and seek professional advice relevant to their circumstances. The Bank may have proprietary
positions in the products described in this document. This document is for information purposes only, is not intended as an offer or solicitation nor is it the intention of the Bank to create legal relations on
the basis of the information contained in it. No part of this document may be reproduced without the prior permission of the Bank. This document is intended for Investment Professionals (as such term is
defined in The Financial Services and Markets Act 2000 (Financial Promotion) Order 2001) and should not be passed to any other person who would be defined as a private customer by the rules of the
Financial Services Authority (“FSA”) in the UK or to any person who may not have experience of such matters. Issued by National Australia Bank Limited A.C.N. 004 044 937, 88 Wood Street, London
EC2V 7QQ. Registered in England BR1924. Head Office: 500 Bourke Street, Melbourne, Victoria. Incorporated with limited liability in the state of Victoria, Australia. Regulated by the FSA in the UK.

U.S DISCLAIMER: This information has been prepared by National Australia Bank or one of its affiliates or subsidiaries (collectively, “NAB”). If it is distributed in the United States, such distribution is by
National Australia Capital Markets, LLC (NACM) which accepts responsibility for its contents. Any U.S. person receiving this information wishes further information or desires to effect transactions in the
securities described herein should call or write to NACM, 200 Park Avenue, New York, NY 10166 (or call (877) 377-5480). The information contained herein has been obtained from, and any opinions
herein are based upon sources believed to be reliable and no guarantees, representations or warranties are made as to its accuracy, completeness or suitability for any purpose. Any opinions or
estimates expressed in this information is our current opinion as of the date of this report and is subject to change without notice. The principals of NACM or NAB and/or its affiliates may have a long or
short position or may transact in the securities referred to herein or hold or transact derivative instruments, including options, warrants or rights with securities, or may act as a market maker in the
securities discussed herein and may sell such securities to or buy from customers on a principal basis. This material is not intended as an offer or solicitation for the purchase or sale of the securities
described herein or for any other action. It is intended for the information of clients only and is not for publication in the press or elsewhere.
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