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Property
chserved
Robert Harfey

0 ver the weekend ane property

developer told me that January

was the “lirst month of the next

boom™ It was a bit tongue in cheek:
But it does fit the change of mood.

Thestock marketrally, the improve-

tment in global cofifidence; and ‘goine

encouraging - howsitp resulis’ have

P 1
sing in the
Lridars;
I non'tesidential property the big
challenge is the weakness of underly-
ing demand: No gaue sxpects rents in
the officé towers or shopping centres
torise mach, What they are hoping for
is hisheér-values, driven by lower yields
on the same income,
t'the sameé Hme, the banks and
\ readying: for another
isttessed assets nt the
lection; now set for

Ity 4

r picture of 2012 than
arlier niimbers from rival RP
Data-Rismark o

But the RP Data-Rismark figures
for Jamuary, due on Friday, are
expected to show a strong first month
forthe year < gt lesst in Sydney, Bris-
bone ind Perth.

.. Last weekend on the hard-hit Gold
Coist, the Ray White Surfers Paradise
Janurty auction, known as “the event™
delivered 72 home and apartment
sales. Pricesarea fraction of what they
were but at 4 clearance rate of 70 per
cent the result is the best in six years.

Ray White Real Bstate chairman

given property, both residential'and . -
no. i ; t :

an_eightzionth:

ditiry: APM -

Why yields fall
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Brian White said the buoyant buyer
stipport ai “the event” had the appear-
ance of being & game-changer,

"It was the depth of competitive hid-
ding, something not ‘sesn for five
years, thai signalled something of sig-
nificance was happening,” he 5ays.

“Sure, prices have beenadjustedbut.
buyers are now distegarding thosé Jev-
els.’No Idinger. did'this “EVent-prove o
continuing decline in property valies.

*Markets. only -positively’ change
through*

ttal 1 gher return assets
suchay sharesand property. ..
AMP Capital head of investment
stratégy Shine Oliver noted that
shutes, and to a lesser depree prop-

erty, were likely to be “better options -

for investors {depending of course on
their Individual risk tolerance) us glo-

bal recovery supports prowth RSgets:

and low yields hampers the returns
frombonds and cash™,

In very simple terms, Dr Oliver
expects five-year returns of about
4.5 per cent a year for cash and term
deposits, and 3 per cent or less from
bonds, compared with 5 per cent n
year from residential property and
10 per cent from shares.

the - competition ‘of buyere.. i
ppeaed this weekon the Gold

SOURCE: CBRE

“Residentizl property and shares
alréady aoffer higher yields and will
berefit as economic growth
improves,” Dr Oliver said,

“With mortgage rates well off their
highs and likely to fall further, the resi-
dential property market appears to
have bottomed out ... with a mild
éyclieal récovery likely'over the next
12months™ - S
- But~be ‘expects limited: prowth
}Jeéziuse buyersremain cautious aboiit

y iarkets around
o overall,

more active than for :

A débt;'ﬁ"uﬁ:ié&iihoﬁijubs, and wary of.

what-are stll “very high property
prices relative to incomes and rents™
and loopterm trends, -

+. Most analysts expect single-dipit
-house price growth, at best, in 2013.

_ RP Data national research director

. Tim- Lawless ‘expects the January

hause price growth to maderata,
- "I would be véry surprised to see

- ‘month-to-month movements in excesy

of 1 per cent on a regular basis during
2013," he said. :

“Infact, over the past week the daily
indexacross the five capitat city ngpre-
gatehaslevelled, perthaps foreshadow-
ing less exuberant conditions over
February,”

ria Wiits, Réy White Real Estate

lifts on mild recovery

In comumercial ‘property, the re
estate investment trusts had an exce
lent yearin 2012 and continued to 1i;
in January.

Anulysts are predicting improvi
returns, not from better performam
in the assats themselves but from Jow
debt costs, merger and acquisition pr
miums,. the shift of smailer investo
back to the sector, and rising values

Merrill Lynch analyst Simon Ga
ing estimates that the REITs alon
not couriting unlisted buyers or p

-vates; hiivé $14 billion of firepower

they borrow up to their conservatf

_Eearing levels,

- But s far, as Thave written sever
times, wehave not seen a general
inwvales. " ;

- CBRE's head:of research in Av
iralia, Stephen McNabb, says the I
of income growth in the shopping ce
tres and office towers is holding ba
any reduction in yield or rise in valu

“As the chart shows, if anythi
there has been a negative relationsh
between yiclds and rental growth, pe
ticukasly at major turning poists li
the early 905 asd pre-GFC," i
MeNabb said.

In other words, property yields .
not follow bonds down and boc
prices as most expect. The raverse
the case.

- As bond yields fall becanse of ec
nomic weakness, property yields i
for the same reason, :

“The band yield has proven to be
good leading indicator of econor |
and iltintately rental growth hen

-éxplaining the divergence in ho:
yields and property yiells over tim:
MrMeNabbsaid,”
8T oady cases there is an invey
relationship between bond yields n
property yields.”

“The most recent level and tren
for 10-year bonds is consistent wit]
subdued growth outlogk, with low
risk appetite . .. this suggests a st
dued envircnment for commers
property markets in 2013, with re
tively stable yields.”

Nevertheless, the low interest rat

- are clenry having an impact.

“Property markets nround 1
world are, overnll, more active than !
a long time,™ Mr White said,

“Inmy view, thisweek’s auction d
play of buyer inteations and n
agpression on the Gold Coast is 1
best indicator imnginable for A
tralin in 2013."
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