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IS NOW THE OPPORTUNE TIME TO PURCHASE
Six months to Xmas - has the economy turned?

Well we have all weathered the economic downturn and all have been affected in one way
or the other. Some battered and bruised more than others. The Management Rights
industry is moving forward as predicted, contracts of sale are consistent, however there are
certainly some market corrections.

Apart from the economic slowdown, unseasonal rain, storms, floods and various flu
outbreaks all have helped put the brakes on holiday income. Certain areas were affected
greater than others. North Queensland and the Whitsundays had record bad weather,
Northern NSW and the mid north coast suffered as well. Talking to various managers in
different holiday destinations they all agree if the weather was fine the economy would have
made little difference to occupancy levels.

Given another six months or so with purchaser confidence back in full, all correctly priced
stock will continue to sell. Permanent complexes with steady rental numbers are highly
sought after as are high nett profit holiday buildings with the correct wage content. It is fair
to say the holiday orientated management rights are slower to move, uncertainty in
purchasers minds, in repeating the past 12 months nett profit due to the slow tourism
market and unusually wet season have not helped.

It is disappointing that some industry associates continue to talk certain sectors of the
industry down. NSW in general is a difficult market due to lack of recent sales especially in
the high end. Financiers are expressing different points of view in the NSW market, location,
length of agreements all lead to varying policies on lending dependant upon the equity input
by the purchaser. We see new so called industry experts come to notice all trying to reinvent
the management rights industry, never talking the industry up only trying to pre-condition
vendors to dramatically reduce their valuable asset. There is a simple formula - supply and
demand. The more demand, the less supply = higher prices. Higher prices at contract attract
higher valuations and stability in the industry.

All management rights with a financier in place are subject to valuation, this is where we are
in the majority of cases not achieving true market value. No fault of the valuer. | correct
that, no direct fault of the valuer. When there is not a strong consistent flow of management
rights being contracted and settled, the market becomes stifled. The majority of the
recognised valuers agree, there has been a slight correction at the top end of the market,
but unfortunately the bottom end with nett profits lower than $130,000 and high real estate
component are difficult to move, unless the purchaser has little borrowings.

As the economy corrects itself, we will find supply and demand will look after pricing. Talking
to various industry lawyers we are also experiencing some difficulty in assignment. It is
imperative that before going to the market, check the validity of your agreements, any
extension options, office hours, are they fixed or flexible , are common property duties
clearly defined. We have been recently conducting seminars in conjunction with a major
financier, accountant and lawyer. These seminars are aimed at vendors getting ready to go
to the market. It is remarkable how we have assisted these vendors in smooth sales
transactions with little or no unexpected surprises resulting in a successful sale. A
professionally prepared accountants report for the previous 12 months trading, a written
current valuation on the managers associated real estate and a genuine desire to sell at
current market price.

My “Crystal Ball” remains intact. It
of 2009, however remains sitting in place, conjuring up what the next 6 months will bring in
our commercially sound industry. Jake Clarke
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Resorts Specialists
Servicing Qld & NSW

Popular rental area, 126 in letting
pool, spacious Managers residence.
Long agreements, office on title,
excellent Body Corp salary $220k+.
Nett $473,800 Price $3,390,000

=T il |
Beautiful Whitsundays
5 star AAA rated holiday resort,
waterfront location. Near new,
strategically located to Marina &
gateway to Whitsunday islands.
Nett $326,000 Price $2,295,000

Boutique Holiday
Well presented mid-rise, quiet area
between Surfers & Broadbeach, 1
block from beach, close to
shopping & restaurants.

Nett $141,000 Price $1,164,000
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AL S —a—— INTEREST RATES 1 JUNE 2009

The current financial markets continue to jump around each week and no one can provide a straight answer on what
is happening with interest rates. Most onsite managers would have debt against their complex and for those who
donét, well good luck to you. Faniable réteecanrbe a difficudt fquestian,
and will depend on the type of funding and which financier you are currently with.

The Australian banks have to source a portion of their wholesale funding from overseas capital markets to lend to
customers in Australia. As a result of the melt down of the financial markets over the past 15 months, the premium
that Australian banks have to pay to source capital from overseas has become more expensive resulting in higher
interest rates being passed onto borrowers. The bankds individual credit ra
they have to pay to source capital.

The term of your loan can influence the interest rate that you pay with the bank. In the past, a number of banks were
providing commercial funding over 15 years or even longer depending on the term of your agreement. Over the past
12 months, we have seen banks offering commercial funding over shorter periods of time, 1 T 3 years, with different
rates for different terms. The Bank undertakes a full review at the end of this period, and generally rolls over the
loans for another period of time. This is becoming more cost effective for the client than the bank providing a 15
year commercial loan. This is primarily driven by banks being able to source short term capital at reasonable rates
and higher premiums for longer term funding. A number of financiers are still providing interest only periods up to 3
years.

The Reserve Bank sets the official cash rate and it currently stands at 3.00%. Since March 2008, the Reserve Bank
cash rate has been cut rate by 425 points and modeling from some of the leading economists indicates the official
cash rate will drop to 2.00% by December 2009.

a ™ Although fixed rates have recently increased with a
Cash Rate number of banks, the market is still fagtoring in a cut tq Fhe
14.00% cash rate over the next 6 months driven partly by rising
%%-88‘93;2 \ unemployment figures. Unless inflation blows out, the
2.00% \\_ Reserve Bank is likely to keep the cash rate low until
2.88‘9}2 ~— employment starts to decrease.
2.00% R Dondt rush into a fialed
000% youra
N R options with your bank.
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SUPERIOR PERMANENT

Freestanding 3 bedroom, 3
bathroom, d.lL.u.g. Managers
residence. Large office, no set
hours. 25 year agreements
expiring 2029. Gated complex,
majority Investors, long term
Managers retiring. Minutes to
beaches & restaurants, central
Gold Coast.

Nett $310,000
Price $2,750,000

We have genuine
Purchasers looking for
large permanent
complexes. Nett profits
$250,000 upwards.
Ready to buy now!

If you can assist,
please contact us on
07) 5562 1423 or email
info@mrsales.com.au
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