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Australia retail market size

Australia retail trade spend (offline and online) and e-commerce penetration rate

How big is Australia’s

$450 = 15%
e-commerce market? 3%
. $400 14%
The e-commerce sector globally has increased
significantly between 2016 and 2021, by around > $350 -
133%, and totalled AUD 3.1 trillion in 2021. Global S 2
. o . = (24
online sales now make up 20% of total retail sales. g $300 o <
Over the same period, Australia’s e-commerce % :@
sector increased by 122% (or AUD 29 billion). g $250 1% %
Online sales now accounts for 14.3% of total retail ,‘_3 o
spend (as at July 2022). 3 $200 0% 5
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In e-commerce sales during the first
two years of the pandemic (2020-21)

14.3%

Australia’s e-commerce penetration
rate (as at July 2022) * Retail spend in 2022 reflects 12 months to July 2022
Source: NAB, ABS, CBRE Research
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Growth in online spend is

stabilising
Online retail trade continues to grow, however over the . . . . .
past 6 months the rate of growth is beginning to slow. Online retail spend in Australia, 2016-2022 TO p 3 ma I’ketS
As a result, the penetration rate has remained relatively ] ) )
stable since December 2021. $60 50% With the hlghe§t .groyvth.m .
household participation in online
Household participation in online shopping remains 45% shopping between January 2020 and
steady, reflective of the long-term structural shift in $50 December 2021
consumer behaviour. 40% 1T NSW
35% 2 ACT
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O O O E $30 25%
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Il 20% Top suburbs
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15% With the highest online purchase

volume in 2021.
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+ 35 /O $10 1 Point Cook, VIC, 3030

= 2 Liverpool, NSW 2170
More Australian households . 3
. . 0 0% Hoppers Crossing, VIC 3029
are buying online compared to 2016 2017 2018 2019 2020 2021  2022*
January 2020.
Online Spend =Y 0Y Growth (RHS)

* Retail spend in 2022 reflects 12 months to July 2022
Source: NAB, CBRE Research

1. Source: Australia Post: 2022 e-Commerce Industry Report
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The online grocery sector
continues to grow

Online grocery revenue totalled almost AUD 10 billion over
the FY2022 — more than double what was recorded in
FY2020.

Online grocery revenue

$10
$9
S8

Online grocery

S7
2 o accounted for 20%
g’ $5 Online grocery sales, share of products and services (FY2022) of total online retail
)
< $4 . 1
¢3 W B Pantry, convenience and frozen foods Spend n 2021
8% B Meal kits
$2 ‘ '
¢1 # Fresh food This sub-sector is still in
$0 Non-food products a gfowth phase, with the
online grocery
B Beverages .
2 penetration rate only at
B Dairy and eggs 3%
B Woolworths m®Coles = HelloFresh Australia Other o
H Delivery
Source: IBIS World, CBRE Research. Source: IBIS World, CBRE Research. 1 CBRE Research
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E-commerce
drivers

Factors linked with — we explored 28 factors and split the top ones into four basic categories
the growth of

e-commerce ‘L Q = -

Demography Usage Cultural payment Infrastructure

— Urban population — Digital skills of preference access

the population

— Population density — Credit/debit card use — Fixed broadband
— Employment = IO (e — Digital payments §ubscriptions
in services — Mobile internet in market
sales share = Online bill pay — Transport infrastructure
— Dominant - Digital wallets use — Timeliness of shipments

e-commerce player
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Six key
penetration
drivers
We identified

six factors that
better explain

the different levels
of e-commerce
penetration among
markets

CBRE RESEARCH

% of urban population
High

04

Digital skills
of population
High

02

Mobile internet
sales ratio
Low-Mid

05

Dominant
e-commerce player

Low-Mid

Australia’s E-Commerce Trend and Trajectory 2022

Debit and credit
card use/use of
digital wallets

High

Fixed broadband
subscription/
population

High
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CBRE Global e-commerce drivers index

We created an
index that
measures the
strength of the
presence of
these six key
e-commerce
drivers in
different markets.
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Lowest possible score Highest possible score
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uUs
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Netherlands
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New Zealand

Canada

Belgium

Japan

Indonesia
Australia 37

France

Hong Kong SAR

Italy

Spain

Czech Republic

Taiwan

Portugal

Brazil ‘ P )
Bl for ‘mobile internet sales ratio’ and
‘dominant e-commerce player’.

Australia scores relatively high
across most of these drivers except

Poland
Malaysia
Mexico
Thailand
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Vietnam
India

South Africa
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Source: CBRE Research. We used a cross-sectional regression model to identify the variables that best explained cross-country differences in e-
commerce penetration. We then calculated the dependent variable for each country and created an index by rebasing each value to the median of e-
commerce penetration of all countries at a future date. Our model has been enhanced with new data series that better reflect the use of digital
payments, particularly in APAC markets, and with additional markets, hence differences in the index compared to the previous version.

E-commerce
Drivers Index

How prepared is an
economy to support
e-commerce?

Key e-commerce drivers

Demographics
— % of urban population

Usage
— Digital skills of population

— Mobile internet ratio
— Dominant e-commerce player

Cultural
— Credit and debit card use/
digital wallets

Infrastructure
— Fixed broadband subscriptions
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Internet sales increased rapidly during
the pandemic with a lasting effect

Fxamples from Internet sales as a % of total retail sales )
P Markets with a
WHO declared COVID-19
the US and a global pandemic Stronger presence of
Europe netona) e-commerce drivers
ockdown eased
15 40 . .
Ve an experienced higher peaks
n . . .
¥ lockdown . of online penetration during
13 the pandemic.
12 VIC NSW 30
lockdown lockdown
1 eased
25 UK
10

20 , Penetration rates
9 .
/J \~—c5 have eased more in

8 5 e Netherlands
~ other major markets
7 . e
10 following the lifting
6 of Covid restrictions.
vV Vv v v v ia?
5 5 Australia’s e-commerce
©O O ©O © O O ¥ § &% §¥ 5 §© S & 8 8 8 8 §8 §8 &8 &8 § & .
L L S R A Y g N . TR L 5 &2 C penetration rate has
82 25 825 ==3° 8 2 S s 25 3 2 5 =35 2 o z

sustained.

Source: Macrobond, Eurostat, US Census, NAB, ABS, CBRE Research.
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CBRE e-commerce forecast

By pred |C’[| ng Internet sales as a % of total retail sales, 2021 vs. 2026F Australia’s e-
how the six key :Z 2026 2021 commerce market is
e-commerce 45% still in a growth phase
drivers will evolve 40% Australia’s e-commerce

) _ 35% sector is less established
over time In 30% and will continue to

different markets, 25% catch up as the presence
20% of e-commerce drivers

we produced a . in this market
forecast of 10% increases.
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Source: CBRE Research. We used a cross-sectional regression model to identify the variables that best explained cross-country differences in e-
commerce penetration. To arrive at future values for the explanatory variables, we made some general convergence assumptions (lower scoring
markets would converge on countries closer to their saturation values). Using these assumptions and the regression model, we predicted future e-
commerce penetration rates for all markets. Final forecasts are a mixture of model-based projections and qualitative adjustments, also based on
feedback from local market teams. For the UK we have used our 2022 forecast as a starting point due to the 2021 actual figure being distorted by
the impact of the pandemic.
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Australia e-commerce forecast

E-commerce will
continue to grow,
however at a
lower rate than
what was
recorded
between 2020
and 2021.
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Internet sales as a % of total retail sales, 2021 vs. 2026F
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*To note: 2022 as at July 2022.
Source: ABS, NAB, CBRE Research.

Online retail sale as a % of total retail turnover (RHS)
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Australia’s e-commerce
penetrationrate is
forecast to reach 17% by
2026.
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Logistics property sector performance drivers

Macroeconomic

Australia’s E-Commerce Trend and Trajectory 2022

Size of bubble illustrates

Index average e-commerce market size ($bn)

QUADRANT 1

— Above global average economic — Above global average economic
OUthO k a nd growth supporting spending with growth supporting consumption.
$ ’I lower levels of e-commerce Higher levels of e-commerce
e-commerce < penetration and presence of penetration and stronger
2 India e-commerce drivers f e- dri
o . presence of e-commerce drivers.
p re pa red Ness 2 Vietnam — Slower transition from traditional Accelerated transition from
N Tt o i i tail to e-commerce. traditional retail to e-commerce
o o : Mainland China re
d rving |Og Istics ° Philippines - Indonesia — Infrastructure supporting driving strong demand for
Sector’s T‘—g ¢ Malaysia ‘ e-commerce less developed. logistics space.
= Demand for logistics space lower Stronger presence of established
c . . . .
performance f- Thailand o but gradually increasing. online retailers.
E‘) New Zealand S
. Portugal =
and demand 5 i & Austraha Hong Kong SAR >
= © <
for space g Hungary . Slngapore g QUADRANT 3 QUADRANT 4
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§ South Africa g4l Germany 3 e-commerce penetration and supported by strong presence
S Sweden South Korea 3 presence of e-commerce drivers. of drivers.
u" 3 Japan |- Netherlands 4 — Slower transition from traditional Accelerated transition from
Canada retail to e-commerce. traditional retail to e-commerce
10 20 30 40 50 60 70 80 90 100 - Infrastructure supporting driving strong demand for

E-commerce Preparedness: CBRE E-commerce Drivers Index (0-100)

e-commerce less developed.

Certain retailers acting as online
market pioneers.

logistics space.

Stronger presence of established
online retailers.

Source: Oxford Economics, CBRE Research, selection of markets illustrated.
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Logistics space requirements global forecast

Estimated

5 year space
requirements
due to

the growth

of e-commerce

18 CBRE RESEARCH

E-commerce
sales

+AUS25 Billion
AUS78 Billion in 2026
AUSS53 Billion in 2021

Source: CBRE Research.

N A
Y N\

Logistics
space

Additional

1.8 million sq. m.

to support
e-commerce growth
over five years

E-commerce sales forecast is based on our forecast of e-commerce penetration rate. Our calculation assumes an estimate of AU$1 billion of

additional e-commerce sales requiring an additional 70,000 sqg. m. of logistics space.

Australia’s E-Commerce Trend and Trajectory 2022

AUS$1 billion of
additional
e-commerce sales

requires an additional
70,000 sg. m. of
logistics space

Over the next
five years,
1.8 million sg. m.

of additional

e-commerce dedicated
logistics space will be required
in Australia to support the
growth of internet sales.

© 2022 CBRE, INC.
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E-commerce adoption consumes logistics space

Australia’s E-Commerce Trend and Trajectory 2022

Logistics
property e
supply 16

14
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10

Logistics vacancy rate (%)

Logistics Vacancy Rate (%) vs. E-Commerce Preparedness

P

Mainland China - Tier 2

® Brazil
@ Thailand
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................... o v
Malaysia"'% ................... P Mainland Ch\in.a - Tier 1
) O joxico @Frange
Romania —@ ®Poland ‘Né't‘h'e-r-land_s._
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Hong Kong SAR *“ ‘Ja%‘/; eaian @ Germany . .................
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Belgium Canada @ Singapore
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E-commerce preparedness: CBRE E-commerce drivers index (0-100)

Source: CBRE Research, selection of markets illustrated. Vacancy rates represent the main logistics hubs in each market. Mainland China split into
Tier 1and Tier 2 cities - Mainland China (Tier 1): Beijing, Shanghai, Guangzhou, Shenzhen; Mainland China (Tier 2): Chengdu, Chongging, Dalian,
Shenyang, Qingdao, Wuxi, Suzhou, Hangzhou, Ningbo, Nanjing, Wuhan.
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E-commerce adoption requires
large amounts of logistics
space, which reduces the
logistics vacancy rate.
Australia’s vacancy rate is the
lowest globally at 0.8%.

The stronger the presence of e-
commerce drivers in a market,
the more difficult it is to find
additional logistics space.

Logistics demand exceeds
supply and the imbalance
translates into accelerated

rental growth. Australia’s super
prime face rents have increased
by 13% over the year to June
2022.

© 2022 CBRE, INC.
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Supply response is insufficient across all major markets in Australia

Vacancy Rate
(%) vs. under
construction
pipeline as a
proportion of
total stock

20  CBRE RESEARCH

Logistics vacancy rate (%)

5 Mainland China - Tier 1
4.5 France

4

Poland

35 USA Netherlands

3

Italy
25 Hong Kong SAR
Germany Japan
2
United Kingdom Czech Republic
15 Brisbane
Melbourne
1A lelaide @
® _Australia
Perth New Zealand
05 |® sydney Singapore
o
0
0% 5% 10% 15% 20% 25% 30% 35%

Under construction pipeline as a % of total stock

Source: CBRE Research, selection of markets illustrated. Vacancy rates represent the main logistics hubs in each market. Mainland China split into
Tier 1and Tier 2 cities - Mainland China (Tier 1): Beijing, Shanghai, Guangzhou, Shenzhen; Mainland China.

Australia’s E-Commerce Trend and Trajectory 2022

In almost all markets with a low
logistics vacancy rate, there is
a low amount of space under
construction relative to the
total existing stock. In Australia
this is only 2%.

Tight supply conditions are
therefore unlikely to ease,
resulting in further rental
growth - annualised average
growth forecast of 6.5%
2022-26."

*reflects CBRE Research national super prime net face
rental forecast
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Key points

Ol
02
03

04
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E-commerce has steadily grown in
Australia over the past five years.

Due to Covid-19, internet sales rapidly
increased in 2020 and 2021, though have
since moderated.

Certain key factors including demography,
internet usage, cultural and infrastructure
factors are driving e-commerce growth.

The Australian market has a stronger presence
of e-commerce drivers, and therefore
experienced greater e-commerce growth
during the pandemic years.

05

06

07

08

E-commerce penetration will continue to grow in
the Australian market, to a forecasted share of
17% by 2026, as the presence of e-commerce
drivers continues to increase - in particular is the
‘dominant e-commerce player’.

Over the next five years, 1.8 million sq. m. of
additional e-commerce-dedicated logistics space
will be required in Australia to support the growth
of internet sales.

Australia has a chronic shortage of industrial and
logistics supply, which is reflected in an all-time
global low vacancy rate of 0.8%. Rental growth
expectations is high in this market.

The Australian market will need to unlock
alternative space or intensify the use of available
space.

Australia’s E-Commerce Trend and Trajectory 2022
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