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B Current office stock in Canberra totals 1,934,592sgm, making it the third largest office

market in Australia.

®  The Canberra market's vacancy stands at 6.1% (primarily due to supply at the
Airport) as at July 2008; a 5.8% change from a year ago where vacancy was at 1.3%.
Canberra Civic vacancy remained at a low 1.2%.

®  Savills has recorded approximately $414m worth of office transactions (>$5m) in the
year to September 2008 in Canberra. This is down from $1,562m in the previous
year. During the same period a total of 9 properties were transacted, down from the
previous period of 23.

®  The Canberra office market grew by 12% in the year to June 2008, and is set to grow
by a further 18% of total stock over 2008 and 2009.

B Average gross A Grade rent remained relatively flat over the year to September
quarter 2008, averaging $395/sgm.

|

Yields in Canberra Civic as at September 2008 typically range between 6.75% to
7.50% for A Grade buildings. The average yield for A Grade office for the quarter to
September 2008 was 7.13%, representing a 37.5 basis point softening over the 12
months prior. We anticipate a further softening of investment parameters over the
remainder of 2008.
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Canberra Office Overview

Overview

The Canberra office market possesses a total stock of 1,934,592sqm, split into 26 sub-localities. The

largest locality is Canberra Civic with 582,378sqm. The majority of office stock is C Grade.

The Canberra office market's performance is historically cyclical with elections and subsequent
fluctuations in the size of the Public Sector.
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Current Vacancy

According to the latest Property Council of Australia figures, the current composition of the market by

grade is illustrated in the table below.

Canberra Vacancy Rates — July 2008

Vacancy Vac % Jul-08 Vac % Jan-08

Grade A 673,237 41,280 6.1% 0.3%

Grade B 490,214 9,656 2.0% 0.5%

Grade C 707,219 63,904 9.0% 5.0%

Grade D 63,922 3,578 5.6% 1.0%

Total 1,934,592 118,418 6.1% 2.2%
Source: PCA

The Canberra market presently has the highest vacancy rate in any of the major CBD’s in Australia of
6.1%, with Sydney and Adelaide following with rates of 4.3% and 4.0% respectively. When split into
its sub-localities, the following table shows that the vacancy of the central Civic district is 1.2%, which
is significantly tighter than the market as a whole, at 6.1%. Areas outside the Civic district range from
zero vacancy to as high as 29.4% (or 40,000sgm) in the Airport precinct. The table overleaf

highlights stock and vacancy on a precinct by precinct basis.
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Canberra Stock & Vacancy by Precinct — July 2008
Precinct ‘ Stock‘ Vacal Percentage %

Civic 582,378 6,789 1.2%
Non-Civic 1,352,214 111,629 8.3%
Airport 137,357 40,380 29.4%
Barton 163,014 170 0.1%
Belconnen 164,935 23,382 14.2%
Braddon 50,963 942 1.8%
Bruce 29,976 0 0.0%
Campbell 51,625 0 0.0%
Deakin 77,007 622 0.8%
Dickson 28,740 4,537 15.8%
Forrest 37,599 0 0.0%
Fyshwick 20,409 4,426 21.7%
Griffith 17,769 821 4.6%
Gungahlin 3,000 0 0.0%
Kingston 6,466 0 0.0%
Lyneham 16,815 0 0.0%
Mawson 1,068 0 0.0%
Mitchell 5,559 4,000 72.0%
Parkes 83,236 16,000 19.2%
Phillip 163,357 8,113 5.0%
Reid 476 0 0.0%
Russell 110,493 0 0.0%
Symonston 25,394 0 0.0%
Tuggeranong 120,705 8,100 6.7%
Turner 33,346 136 0.4%
Weston 1,355 0 0.0%
Yarralumla 1,550 0 0.0%
Total Market: 1,934,592 118,418 6.1%
Source: PCA

The graph below highlights historic vacancy levels in Canberra since 1993. When looking at the long
term performance of Grade A and B stock, it can be seen that recent supply levels have caused
vacancy to rise to healthier market levels.

Canberra Vacancy Levels by Grade
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Demand

The stability of the Canberra office market is fundamentally linked to the white collar drivers of the
Canberra market, which is the public as opposed to the private sector. Volatile business conditions
that lead to strong fluctuations in absorption patterns in other CBD’s around the country affect
Canberra to a far lesser extent. However, as a result, the market is highly correlated to the actions of
the Federal Government as a major tenant. This is evident in the recent reduction in public sector
work force requirements via fiscal policy announcements which have seen absorption and overall

tenant demand dampened.

Demand for quality office stock and environmentally sustainable development is a particular focus of
the government, the main tenant in Canberra office market. As a result secondary grade stock needs
to be refurbished or be redeveloped to remain competitive.

Canberra Office Net Additions and White Collar Employment Growth — July 2008
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Source: PCA, Access Economics, Savills Research

Absorption in the year to July 2008 was 112,984sqgm. There was a high level of absorption in late
2007 being unprecedented in the Canberra market due to growth in White Collar Employment,
particularly in the Government sector. However, since the release of the May 2008 Federal Budget,

the Government has strengthened its position on cost cutting and improving efficiency.
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Supply

The table below illustrates historical supply additions and withdrawals to the Canberra market since
the start of 1998. Over this period total additions amount to 909,362sgm, while withdrawals total
395,283sgm. This equates to average net additions of 46,735sgm per year.

Yearly Supply Additions & Withdrawals —Year to July 2008
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In the six months to July 2008, 62,879sqm of office space was completed including 21 Brindabella
Circuit, Airport (12,900sgm) and 5 Lancaster Place, Airport (8,276sqm). The table below details
supply additions pending for the Canberra market. As can be seen, 273,032sqm of stock is due to
come on line 2008 and 2009, which represents approximately 18% of current market stock.

Canberra Actual & Projected Office Suppl

Supply- (sgm) 8 Mooted
New Construction 32,675 175,511 127,966 64,000
Full Refurbishment 19,846 45,000 12,534 0
Partial refurbishment 0 0 0 0
TOTAL 52,521 220,511 140,500 64,000

Source: PCA, Savills Research

As has been previously highlighted, there has been a reduction in demand in the Canberra office
market. Despite this decline, there continues to be a number of developments currently under
construction or in the development application process. The table overleaf details new supply and
refurbishment projects that are either completed, currently underway or could potentially be supplied
to the Canberra office market.

While historically, many developers in Canberra were typically private owners, the majority of

development currently under construction is by major institutions and government departments.
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