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KEY HIGHLIGHTS

* 11,000 units across +30 major Build-to-Rent
(BTR) projects

* Nine groups are developing more than one
project and are committing significant resources
to the sector

» Offshore institutional funding accounts for over
50% of the total pipeline, signalling appeal of
the asset class’ stable cash flows to global
investors in a low yield environment

* First wave of project completions will be a
watermark moment for the market allowing
customers, developers, investors and lenders to
validate BTR thesis

* There is an additional pipeline estimated at over
10,000 units plus currently in due diligence with
further announcements expected later in 2020
and beyond

An additional
10,000 units
currently in due
diligence
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The Australian BTR development pipeline has surpassed a landmark threshold of 11,000 units through a major acceleration of new

projects announced in 2019 and early 2020 with more to come.

Over the last 12 months, the Australian market has seen an acceleration of
momentum with several significant new build-to-rent projects announced.
Over 11,000 units across the country form part of the development pipeline
for this asset class making small, yet steady inroads into the market.

A significant portion of these projects are backed by major offshore
institutional investors including private equity, sovereign wealth funds, pension
funds and insurance groups which are well versed in the sector given their
existing holdings of Multifamily assets around the world.

Developments are being originated by a variety of groups including global
and local players from Greystar to Grocon. In the coming months more is
expected from the large players, new entries to this space, as well as the public
sector.

Government agencies have also been actively pursuing BTR opportunities in a
variety of forms. Major state agencies are exploring avenues for integrating a
purpose-built rental model within projects as a means to deliver much-needed
housing supply, with a clear focus on the affordable end of the market.
Several pilot schemes are currently being tendered across Victoria, New South
Wales and Queensland.

Projects are being delivered across the country in many locations such as Perth
and the Gold Coast, although the majority of activity is in dense urban
locations in Melbourne and Sydney.

A clear emphasis is placed on scale and delivering large institutional-grade
product which allows owners to achieve operational efficiencies through
economies of scale, with the average size over 350 units per project.

Melbourne’s share of activity can be in part attributed to the wider availability
of suitable development sites at more affordable prices compared to Sydney.

Nonetheless, demand for sites in Sydney is also strong however, BTR
opportunities have been more challenging to secure due to site availability
and return constraints.

Governments across local, state and federal levels are yet to pull any
meaningful policy levers to support and accelerate the development of the
sector. However, Victoria has taken some initial steps by supporting the fast-
tracking of approvals with NSW expected to follow.

Debt financing remains another critical hurdle. Credit is available for long
term stabilised assets, as demonstrated by Australia’s first major BTR term debt
facility recently arranged by CBRE Australia. However, favourable construction
finance policies specific to BTR are yet to be developed by local banks, in that
regard Qualitas’ announcement to establish a dedicated $1 billion debt fund
may represent a watershed moment for the industry.

We expect the momentum to be maintained with more projects announced as
developers work through a pipeline of several thousand units currently under
due diligence.

The increasing diversification of transaction types is also expected with
shopping centre owners, owners of major sites with mixed-use potential,
including not-for-profit entities, and student accommodation specialists all
starting to further educate themselves and considering options for expanding
into the BTR space.
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KEY GROWTH DRIVERS

As Capitalisation Rates across key commercial asset classes compressed in
recent years, the gap between residential and commercial yields narrowed
significantly to comparable levels.

The acceleration was most noticeable in 2019 and early 2020 as cost of
capital continued to fall. It has also coincided with lower housing supply due to
structural challenges faced in the high density residential market (e.g. planning
headwinds, obtaining presales, stricter access to development finance and
mortgage financing).

New residential supply in Australia was already declining pre-COVID-19, in
2019 commencements were ~35% below their 2018 level, hence CBRE
Research estimated new supply market would tip back into undersupply from
2020 onwards for the first time since 2014. The impacts of a much lower rate
of population growth from 2020-22 will, however, offset lower supply
scenarios; thus we expect dwelling undersupply in many markets will be pushed
out to 2022 rather than occurring earlier.

Developers nevertheless could be capitalising on these dynamics which are
accelerating structural shifts in demand drivers such as young, well-educated
urban professionals prioritising lifestyle aspirations over home ownership (due
to unaffordability) and thereby seeking to rent in well-located, high quality
residential developments providing a high level of service rather than save
towards home ownership.

BTR has a role to contribute towards this market void, next 12-24 months will

be key as the sector faces a perfect storm which could provide tailwind for the
sector.

Source: CBRE Research
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GEOGRAPHICAL SPREAD

Melbourne has been leading way with its development
pipeline; representing over 50% of the national market while
Sydney captures just over 25%.

Key to this trend of greater activity in Victoria has been the
wider availability of suitable sites and generally reduced
barriers to entry in comparison to Sydney.

Interestingly the Gold Coast and Perth are among the first
mover markets where some of the very first projects reached
completion.

SOURCE OF FUNDING EWA EVIC “NSW mQLD

Offshore institutional investors have been instrumental in
facilitating the first wave of projects to be launched in the
Australian marketplace. Developers have been able to secure
equity backing from a variety of major global investors
including private equity funds, sovereign wealth funds,
pension funds and insurance companies predominantly from
North America and Europe with some participation from Asia.

Most notably these investors are well versed in
BTR/Multifamily given the material holdings within their
portfolios. They are now seeking exposure to this asset class
in their Australian portfolios as well for diversification
purposes.

Notable interest has also been registered with local investors,
some of which are familiar with the asset class having
deployed billions of dollars into US Multifamily markets.

Source: CBRE m Offshore Investors ® Balance Sheet Undetermined ®m Domestic Investors



WHAT'S INCLUDED

Unlike the US market, there is currently no standardised definition in Australia of
what constitutes a BTR asset.

For the purposes of this report we have collated data on purpose-built residential
development designed for rent and held in single ownership (this excludes general
residential strata units held for rent).

As the market evolves and interest in the asset class increases, the industry will
progressively develop standards and classifications for what constitutes a BTR
product. The Property Council of Australia’s Build-to-Rent Committee is working
with key stakeholders with global expertise to develop such standards.

Some key trends emerging from the data set collated by CBRE include the average
size of each project, which exceeds 350 units, a figure not dissimilar from metrics
observed in other major markets such as US and UK, and supports the ability to
achieve operational efficiencies while keeping operating costs under control.

Key Statistics (CBRE Data Set)

Average No. units 365
Median No. units 350

Total No. units 11,784

Source: CBRE, Cordell

PIPELINE DEVELOPMENT

The pipeline includes projects across the development spectrum ranging from
recently completed assets to projects in early stages which may still require
development approvals, noting that many have already secured the required
funding.

Only a handful of projects have been completed to date by private developers
mostly located in Sydney, the Gold Coast and Perth.

More are due to reach practical completion in 2020 with Mirvac’s much
anticipated first project at Olympic Park recently completed. During the course of
2019 and 2020 multiple new projects have been secured, announced or planned
by a broad spectrum of players with expected completions from 2022 onwards.

Over 50% of both Sydney and Melbourne’s current development pipeline is still in
the early planning stages though a number of projects are currently under
construction and due to complete in the coming 1-2 years.

As more assets come to market, the ability to experience them first-hand could
increase general awareness and build up momentum with all stakeholders —
tenants, developers, investors, financiers and government.

Project Completions
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SYDNEY

Announced Build to Rent Units - Sydnea
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MELBOURNE

Number of Units
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Announced Build to Rent Units

395 Albert St, Brunswick
Mirvac

91-111 Therry St, Melbourne
Mirva/PDG Corporation
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695-699 LaTrobe St, Docklands
Salta Properties

700 Collins St, Docklands
Cromwell Property Group

132 Kavanagh St, Southbank
PDG Corporation

261-271 Bridge Rd, Richmond

Mirvac Grocon
256-266 City Rd, Southbank 15 Thompson St, Kensington
Grocon Make Ventures
35 Claremont St, South Yarra 393 Macaulay Rd, Kensington
Greystar Make Ventures
31 Station St, Caulfield 164-168 Roden St, West Melbourne
Beck Sentinel Real Estate
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GLOBALLY INTEGRATED

SERVICE OFFERING

CBRE's dedicated specialist advisory and transaction-focused Build-to-Rent
committee leverages a number of individual business lines’ specialisation,
providing bespoke solutions for clients across transaction lifecycles.

Click here to read our latest research.

RECENT BTR RESEARCH
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Build-to-Rent
Providing bespoke solutions for clionts across the transaction lifecycle.

CONMECT WITH US

Our Latest Podcast

18 June 2020
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CBRE RESEARCH - This report was prepared by the CBRE Australia Research Team, which forms part of CBRE Research — a network of
preeminent researchers who collaborate to provide real estate market research and econometric forecasting to real estate investors and
occupiers around the globe. All materials presented in this report, unless specifically indicated otherwise, is under copyright and proprietary to
CBRE. Information contained herein, including projections, has been obtained from materials and sources believed to be reliable at the date of - z

publication. While we do not doubt its accuracy, we have not verified it and make no guarantee, warranty or representation about it. Readers e DOWNLOAD THE FULL REPORT (%

are responsible for independently assessing the relevance, accuracy, completeness and currency of the information of this publication. This
report is presented for information purposes only exclusively for CBRE clients and professionals, and is not to be used or considered as an offer

or the solicitation of an offer to sell or buy or subscribe for securities or other financial instruments. All rights to the material are reserved and

none of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party

without prior express written permission of CBRE. Any unauthorized publication or redistribution of CBRE research reports is prohibited. CBRE

will not be liable for any loss, damage, cost or expense incurred or arising by reason of any person using or relying on information in this

publication. To learn more about CBRE Research, or to access additional research reports, please visit the Global Research Gateway at

www.cbre.com/research-and-reports



https://www.cbre.com.au/real-estate-services/real-estate-industries/build-to-rent
http://www.cbre.com/research-and-reports
https://www.cbre.com.au/real-estate-services/real-estate-industries/build-to-rent
https://www.cbre.com.au/real-estate-services/real-estate-industries/build-to-rent

11

CONTACT US

Kate Heaney

BTR Committee Chair
Head of Client Care Pacific

kate.heaney@cbre.com.au

Mark Granter

BTR Capital Markets
Executive Managing Director
Capital Markets

mark.granter@cbre.com.au

Andrew Stringer

BTR Advisory NZ
Senior Managing Director, NZ
New Zealand

andrew.stringer@cbre.co.nz

Andrew McCasker

BTR Debt Finance
Managing Director Debt &
Structured Finance

andrew.mccasker@cbre.com.au

Puian Mollaian

BTR Capital Structuring & Advisory
Associate Director
Structured Transactions & Advisory

puian.mollaian@cbre.com.au

Tahir Khan

BTR Valuations & Development Advisory

Director
Valuations & Advisory Services

tahir.khan@cbre.com.au

Kelwyn Teo

BTR Project Origination & Advisory
Regional Director
Head of Advisory

kelwyn.teo@cbre.com.au

Tamba Carleton

BTR Research
Senior Research Analyst
Research

tamba.carleton@cbre.com.au

William Poole

BTR Valuations & Development Advisory

Director
Valuations & Advisory Services

William.poole@cbre.com.au

Benjamin Martin-Henry

BTR Research
Head of Capital Markets, Office &
BTR Research

ben.martin-henry@cbre.com.au

Steph Harper

BTR Valuations & Development Advisory
Residential Investment — BTR & Affordable
Housing Valuations & Advisory

steph.harper@cbre.com.au

AUSTRALIA BUILD-TO-RENT | CBRE



