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RETAIL 2008 END OF YEAR WRAP UP

· NSW saw retail investment plummet over 2008, down more than 70% to only $382.509 million compared to 2007;

· Neighbourhood Centre sales still dominate QLD activity however total transactions down by more than 50% from last year;

· Only $91.265 million changed hands across Victoria in 2008, down from $2.34 billion in 2007.

NEW SOUTH WALES

Retail turnover across New South Wales totalled only $382.509 million (sales over $5 million) for the 2008 calendar year from a total of 22 transactions. This result represents a decrease of more than 70% compared to 2007 and 2006 results. During the year the NSW market suffered from lack of large scale retail sales, with the majority of sales occurring within the Sydney Metropolitan Area at 73.65% of total turnover; while regional locations witnessed sales activity of $100.80 million. Private Investors were the most active during the year, accounting for $180.86 million of total turnover, despite this result Private Investors reduced investment by almost 20% over the past 12 months. Wholesale Funds were the second highest, representing 30.08% of total turnover, with investment spending down on 2007 and 2006 figures by 70.76% and 88.90% respectively.  Unlisted Property Trusts invested $36.00 million over 2008, while REITs were slightly lower at $33.90 million. Foreign Investors and Owner Occupiers recorded investment expenditure of $10.70 million and $6.00 million respectively during this period.
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Investment in 2008 was heavily concentrated across Bulky Goods Centres, which accounted for 42.34% of total turnover, an increase of more than 84.00% from last year. City Centres followed with $128.05 million transacted for the year, while larger Regional styled shopping centres failed to record any transactions over 2008 due to limited opportunities. Stand Alone centres represented 8.86% of total turnover, followed by CBD shops at 6.59% and Neighbourhood Centres at 5.23%. During the September 2008 quarter prime average retail yields continue to trend upwards with the current total average at 7.88%, an increase of more than 100 basis points compared to September 2007. Regional and above centres are expected to achieve the lowest yield with a likely average of 7.75%, while Neighbourhood and Bulky Goods Centres are the highest nearing 8.25% during the quarter.

QUEENSLAND

Retail investment in Queensland during 2009 so far has comprised of $369.735 million in sales as part of 17 transactions. In comparison to the 2007 calendar year, the quantity of sales on a value basis has declined by over 56% with 23 fewer sales completed this year. However recent activity has improved when compared to the first half of 2008 when only five sales above $5 million were finalised. The dominant retail type sold this year continued to be Neighbourhood shopping centres accounting for nine sales totalling $167.550 million, which was similar in terms of proportion to last year. Although City Centre and Sub Regional sales are higher in proportion to 2007, they only account for three sales in total. Bulky Goods sales have been slightly higher, up to 11.17% from 9.63% last year. No Regional or Major Regional sales were reported and continue to be tightly held. 
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The trend of Private Investors dominating market activity since the start of 2008 has continued after Funds, Trusts and Developers acquired most retail property in Queensland last year. LandMark expects demand for retail centres to remain subdued in the short term owning to the lack of business confidence and softening retail turnover. Sentiment from current campaigns seems to indicate a general yield softening in the order of 75 to 100 basis points since the end of 2007 with secondary stock at a higher level. However with a significant number of retail assets currently being offered to the market in the last few months in addition to the ongoing economic volatility in the market, further softening of retail yields may occur in the short term. 

VICTORIA

Sales turnover in the retail sector has taken a hit across Victoria, with total volume of for the 2008 calendar year recorded at $91.265 million in 11 sales (over $5 million).  Investors spent more than 25 times this amount during 2007 where $2.34 billion changed hands in a market where institutional investors strongly contested all assets.  This year the investor profile is vastly different, with Private Investors purchasing all but one sale on yields far more reasonable than twelve months ago.  
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Investment has been well split across the smaller retail types with CBD representing the largest proportion of investment at 32.92% followed by Strip shops within quality locations and Bulky Goods (20.38%).  No large retail centres have sold this year due to a combination of limited availability of funds and unachievable investment yields with owners holding onto their assets rather than bear capital losses associated with higher yields.  Retail rents have seen little movement over the year as the threat of increased vacancies continue given reduced discretionary spending levels despite numerous large interest rate cuts.  Looking to 2009, it is unlikely we will see effective rents increase and upward pressure on yields will continue with the possibility of greater distressed sales occurring in the market.
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