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In May 2008, I distributed a Commentary, on the "unprecedented demand" in the "Forrest Hill Precinct",
summarising the surge in residential and commercial developments along Claremont and Yarra Streets,
and projecting sustainability and strength within that market. Now, 20 months later, I again confirm my
confidence.

Well located at the corner of Toorak Road with Chapel Street, with links to Alexandra Avenue and the
South Yarra station, the precinct lay dormant for years, when in 2002 developer Michael Yates acquired
a site of 8,000 sq.m., his plans for which have been the catalyst attracting other developers who now
have projects which over the next few years, will culminate in up to 2,400 new apartments, and 90,000
&ism of prestige office space, providing for a total of 9,900 new occupants, including 5,400 residents,
and 4,500 commercial office and retail occupants.

A high standard "mixed use' retail and office amenity has been established which, in relatively short
supply, has been strongly underwritten. Specifically, this has been highlighted by the current success of
"Yarta 9" at 8 - 9 Yarra Street, a prestigious 16 level tower, incorporating individual office suites. Of
the 84 on offer in the size range 34 - 120 sq.m., with an average of 64.5 sq.m., 56 or 66% with parking
have been sold at prices on average at $7,900 p.s.m., but up to $9,520 p.s.m. overall across the 14th
floor, relating to rental rates of up to $400 p.s.m.p.a. nett (exclusive of parking), and a capitalisation rate
or yield to the order of 6%. It is expected that the remaining unsold suites will be quickly committed as
the project is relatively the largest and best standard source of office suites in a precinct which is
already under-supplied and in consequence of which it can be expected that they will provide strong
rental and capital growth.

For cautious investors who already have a residential portfolio, commercial office suites provide a low
risk diversification, offering, as a contrast to apartments, longer lease terms, usually 3 - 5 years, net
rental returns as lessee's pay all outgoings, a diversified market segment, and relatively low entry price
point, often cheaper than apartments within the same precinct. Such diversification spreads risk, and is
only possible at this price point, in the office market, as retail properties are substantially more
expensive.

Office suites are now an established market sector, in new developments now moving to a higher level,
combining prime locations with innovative design conceptualised to serve owner occupiers and lessees
seeking quality accommodation and prime location. Small businesses, whilst conscious of operational
costs, nonetheless acknowledge that in an increasingly competitive business environment, presentation
is crucial. For these reasons, it is evident, that well located quality suites in the size range 30 - 100
square metres (sq.m.), are now achieving unprecedented rental rates moving beyond $400 per square
metre per annum (p.s.m.p.a.) net, however in weekly, monthly or annual terms, the actual rental amount
is not a big figure. The arithmetic is simple, a 30 sq.m. quality office suite might sound expensive at
$450 p.s.m.p.a. net, yet is only $260 per week. With lessee contributions to overheads, and one car
park, this would rise to a gross occupancy cost of approximately $340 a week. In perspective, little
more than lunch for three or the leasing cost of a moderately cheap car,

Insofar as economic benefits are concerned, within the Forrest Hill Precinct, Charter Keck Cramer has
made a preliminary analysis of the increase in discretionary and commercial related expenditure which
to be generated from the increased populous, can be expected to be of direct benefit to the immediate
community. In total, retail expenditure is to be in the order of $75.0M per annum. Of this, $60.0M is
expected to be from new resident population. In recognition of the unique array of opportunities the
precinct offers, combined with the 'lifestyle oriented' focus of future residents, retail expenditure per
capita is expected to be higher than surrounding areas. On this basis, it is forecast that of the total
$60.0M expenditure, $20.0M will be spent on fresh food and groceries, $8.0M at restaurants, $9.0M on
specialty items and $8.0M on clothing.
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The following plan and the associated explanation key as summarised, provides an overview of very
recent and current proposed activity within the Precinct.
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