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Executive Summary

Recent federal budget changes to negative gearing, layered on top of state-level tenancy and land tax
reform, mark a structural turning point for the Australian rental market. Property Scorecard's research view
is that these changes — sold to the electorate as tenant relief — will do the opposite: they will strip investor
supply out of the rental pool at exactly the moment migration and undersupply are at their most acute, and
the result will be what we term the Rental Super Boom.

Government modelling puts the expected rental impact at roughly $2 per week. Our analysis, and the on-
the-ground data from active portfolio managers, suggests this figure understates the true effect by an order
of magnitude — we expect increases of $100 to $200 per week across a number of undersupplied markets
within the next 12 to 24 months, with some landlords already implementing rises in this range.

This briefing sets out Property Scorecard's Buy, Hold and Sell positioning for the year ahead, grounded in
vacancy rates, infrastructure investment per capita, migration trends and affordability ratios, and closes
with the mechanics of the rental-to-price transmission thesis that underpins our regional calls.

BUY — MELBOURNE - DARWIN - REGIONAL VICTORIA (BALLARAT) - REGIONAL QUEENSLAND
HOLD — PERTH - BRISBANE - REGIONAL QUEENSLAND (CAIRNS/TOWNSVILLE/ROCKHAMPTON

SELL — SYDNEY - ADELAIDE - REGIONAL SOUTH AUSTRALIA

The Rental Super Boom: Core Thesis

Property Scorecard's central call for FY26 is that Australia is entering a rental super boom — a rapid,
compounding surge in rents that will subsequently transmit into a price boom at the affordable end of the
market. The thesis rests on four pillars.

1. The supply-demand imbalance

Mum-and-dad investors have historically represented 30—40% of annual property purchases nationally. Our
modelling shows that if reduced negative gearing access pushes this participation rate down to around 10%,
the market loses in the order of 130,000—140,000 rental properties a year that would otherwise have been
supplied. Even a conservative 100,000-home shortfall, layered onto an already-stressed rental market, is
sufficient to move rents materially.

2. Government modelling understates the impact

Treasury-style modelling on the reform has pointed to a rental impact of around $2 per week. Property
Scorecard's view — consistent with data already emerging from active managers repricing stock — is that
this is roughly 50 times too conservative. We expect minimum increases of $100 per week within 13.5
months of the Budget, with some landlords already applying $150/week rises, a ¢.25% jump on existing
rents.

3. The investor equilibrium point

Everyday investors who relied on negative gearing to offset holding costs will exit low-yield markets until
rents rise enough to replace the lost tax benefit. Property Scorecard estimates this equilibrium point
requires rental growth of approximately $200 per week in the most exposed markets — at which point the
increased rent does the work the tax deduction used to do.
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4. Transmission into price growth

— Rent repricing: as weekly rents move from, say, $500 to $700, the gap between renting and owning
narrows sharply.

— Deposit-scheme access: the 5% deposit scheme allows renters with modest savings to convert to
owner-occupiers with no LMI.

— Demand transfer: as mortgage repayments become comparable to or cheaper than rent, tenants
convert to buyers — a self-reinforcing 'pinball effect' that pushes prices higher at the affordable end of
each market.

Property Scorecard flags this dynamic as most acute in markets that combine low current yields, tight
vacancy and strong population inflow — conditions Melbourne currently satisfies more than any other
capital.
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BUY — Markets Positioned for Growth

Melbourne — Property Scorecard's #1 Buy

RATING: STRONG BUY

Melbourne is Property Scorecard's number one buy call for FY26. Despite a citywide vacancy rate that looks
unremarkable at first glance, granular LGA and postcode-level data tells a different story — large parts of
the metro area are sitting on vacancy rates of sub-1% to 1.5%, against a backdrop of the softest yields (3.5—
4%) of any Australian capital.

— Migration: Melbourne remains the leading destination for overseas migration into Australia, adding
sustained rental demand on top of an already tight market.

— Affordability: entry pricing sits at roughly half of Sydney's for a comparable position in the market,
materially widening the buyer pool.

— Cycle position: the market has been stagnant for an extended period and is, in Property Scorecard's
assessment, primed for its next growth phase.

— Asset mix: both houses and units carry genuine upside. Houses currently run materially cash-flow
negative and require a buffer to hold; units offer a more manageable entry with comparable long-run
growth potential.

Property Scorecard's read on holding costs: an investor carrying roughly $30,000 a year in gross negative
cash flow is likely looking at a net position of around $20,000 after tax benefits. This is not a fit for all
investors — we estimate it is unsuitable for 50%+ of the market without adequate buffers — but for those
who can carry it, the reward is first exposure ahead of the rental repricing cycle. Investors seeking a lower
cash-flow burden should weight toward units or toward higher-yield alternatives such as Darwin.

Darwin — Highest-Conviction Yield Play

RATING: STRONG BUY

Darwin is Property Scorecard's second buy call and, on the numbers, the most extreme supply-constrained
market in the country.

Vacancy rate 0.3% — the tightest of any market nationally
Unit rental growth (12mo) 18.2%

House rental growth (12mo) ~12.5%

Typical entry price $600,000-5700,000

Replacement cost (ex-land) $600,000-$900,000

Income ranking 2nd highest in Australia

Infrastructure spend Highest per capita of any Australian city
Achievable yields Mid-5% to 6%+

Property Scorecard characterises Darwin as effectively a large regional centre carrying capital-city-grade
infrastructure investment. Entry prices are frequently at or below the physical replacement cost of the
dwelling — a structural floor under valuations that is rare to find intact in the current cycle. With the 5%
deposit-scheme price cap lifted from $600,000 to $750,000 from 1 July, and roughly five months of pent-up
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first home-buyer demand now able to transact against 0.3% vacancy, Property Scorecard expects continued
acceleration in both rents and prices through FY26-27.

Regional Victoria — Ballarat
RATING: BUY

Property Scorecard views regional Victoria as a direct ripple-effect beneficiary of the Melbourne thesis.
Within a 60-120-minute radius of the CBD sits a combined population of roughly 1.5 million people, and
history in Queensland, WA and SA shows this band is typically where affordability-driven demand lands first
once a capital city re-rates.

Of the three commonly compared regional centres — Geelong, Ballarat and Bendigo — Property Scorecard's
preferred pick is Ballarat.

— Vacancy: 0.5%, among the tightest of any regional market in the country.

— Asset class: 4x2 houses are the preferred stock; unit supply in comparable regional markets has already
re-rated on affordability and is not the recommended entry point here.

— Geelong: strong population growth but sits close to Melbourne's price caps for first home-buyer grants,
which caps some upside.

— Bendigo: genuine 'tree change' appeal and heavy infrastructure investment and remains a credible
alternative for investors wanting a more liveable regional centre.

Regional Queensland — Emerging Buy Tier
RATING: BUY / HOLD (SELECTIVE)

Rockhampton, Townsville and Toowoomba are flagged by Property Scorecard as robust, industrially
underpinned regional markets receiving genuinely capital-city-grade infrastructure spend relative to their
population base.

Rockhampton vacancy 0.2%-0.7%

Rockhampton infrastructure $1.5bn ring road; hospital upgrade in the billion-dollar range
Townsville vacancy 0.8%—-1.0%

Toowoomba infrastructure S2bn hospital project

These markets combine strong local incomes, young demographics and high affordability ratios — the same
conditions Property Scorecard flags as precursors to the rent-to-buy transition once vacancy tightens
further.
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HOLD — Markets to Retain, Not Necessarily Add To

Property Scorecard's general position across the market is that, absent a specific portfolio reason to sell, this
is not a favourable window to be liquidating. The following markets sit in the Hold category — assets with
genuine further upside once rental repricing flows through, but without the acute supply-scarcity signal that
defines our Buy list.

Perth
RATING: HOLD

Perth benefited from a well-directed reinvestment of mining-boom proceeds, with roughly $30 billion in
infrastructure committed around the metro area. Property Scorecard does not view the market as having
reached an affordability ceiling.

— Vacancy: ~0.6%, tight and not expected to loosen materially in the near term.

— Construction: Perth's double-brick construction standard and constrained trade capacity mean build
times remain long, limiting new supply response.

— Rental growth (12mo): houses ~8%, units modestly higher.

Property Scorecard's view is that a seller today is likely to accept a 5-10% haircut versus pricing six months
ago. Absent a need to sell, holding through the current soft patch is the preferred position — we would not
be surprised to see vacancy push toward 1.5-2.0% relief only if supply materially improves, which is not the
current trajectory.

Brisbane
RATING: HOLD (SELECTIVE SELL ON UNITS

Brisbane sits between Hold and Sell in Property Scorecard's framework, and the split is asset-specific.

— Units: have had an exceptional run and, where a sale can be achieved without a material discount to
recent pricing, Property Scorecard would consider taking profit here.

— Houses / broader market: vacancy remains tight at approximately 7%, and rental growth continues
steadily. Population inflow from interstate migration and Olympics-adjacent infrastructure spend
provide some tailwind, though Property Scorecard treats the Olympics narrative itself with scepticism as
a standalone demand driver.

The market has run for roughly five to six years and has cooled somewhat post-Budget. Property Scorecard's
central case is that Brisbane retains upside but at a lower conviction level than Perth or the Buy-tier
markets.

Regional Queensland — Cairns, Townsville, Rockhampton (broad hold)
RATING: HOLD / BUY (SEE ABOVE

Where forced to choose between a Brisbane holding and a regional Queensland holding, Property
Scorecard's preference is to retain the regional exposure. Vacancy in these centres remains materially
tighter than Brisbane, affordability ratios are stronger, and infrastructure spend per capita continues to run
at effectively capital-city intensity relative to population.
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SELL — Markets to Bank Profit and Redeploy

Property Scorecard's Sell list is not a call that these markets are broken — in most cases they have delivered
exceptional returns over the recent cycle. It is a capital-velocity call: take profit while the market retains
liquidity, clear debt, and redeploy capital into markets with a clearer near-term growth pathway.

Sydney — Top of the Sell List

Sydney is Property Scorecard's highest conviction sell. On income-to-price ratios, affordability has moved
beyond sustainable limits, and the market's capacity to keep pushing forward from here is, in our
assessment, the weakest of any Australian capital.

Historical precedent supports caution: Sydney recorded negative growth across the 2003—2013 decade
before its subsequent multi-year run. Property Scorecard does not expect a repeat of a full decade of
stagnation but does expect further bottoming before the market's next up-cycle — a process we believe is
already underway and was, in effect, overdue.

— Units (selective exception): well-located, established walk-up stock (roughly 10-30 unit blocks, not
high-rise towers) in markets such as Lambton-style suburbs is viewed by Property Scorecard as a Hold
rather than outright Sell, on the basis of rental yields in the 5-6% range and a wide house-to-unit price
disparity. However, broader sentiment risk — negative headlines around 'Sydney' tend to weigh on units
regardless of sub-market fundamentals — keeps this as a lower-conviction position.

Regional South Australia
RATING: SELL

Property Scorecard's assessment of regional South Australian towns — Port Pirie, Port Augusta and Whyalla
among them — is that recent growth has been substantially a ripple effect from Adelaide's own strong run,
rather than the product of independent, robust economic drivers.

— Economic base: materially smaller population and economic scale than comparable regional
Queensland hubs, without an equivalent mining or agricultural underpinning.

— Infrastructure: an absence of the billion-dollar hospital and ring-road-scale investment seen in regional
Queensland or Victoria.

— Cycle position: these markets have already delivered exceptional runs; Property Scorecard's view is that
the growth driver behind them has largely run its course.

Our recommendation is to take profit and redirect capital toward markets with an independent, durable
growth driver — regional Queensland and regional Victoria being the preferred destinations for that capital.

Adelaide
RATING: SELL

Adelaide moves from Property Scorecard's Hold list into Sell primarily on affordability grounds —
unaffordability ratios now sit second only to Sydney nationally, a significant consideration for Australia's
fifth-largest capital by population.

The city has delivered an exceptional run, in some cases seeing entry-level stock triple in value over five to
six years. Property Scorecard's view is that this is precisely the point in the cycle to bank the gain rather than
wait out a further multi-year hold for incremental upside. Where a sale cannot be achieved at full recent

pricing, we view a discount of up to roughly 5% as an acceptable cost to redeploy capital into a higher-
conviction market, rather than sitting out 12 months for a recovery of uncertain size.
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Applying This to Your Portfolio

Property Scorecard's Buy, Hold and Sell framework is intentionally a starting lens, not a substitute for
individual portfolio analysis. The right decision for any specific holding depends on where an investor sits

today — serviceability, cash-flow buffer, structure (personal name versus trust or SMSF), and time horizon
all materially change the right answer.

— Cash-flow constrained investors: higher-yield markets such as Darwin or regional Queensland are likely

to be a better fit than negatively geared Melbourne houses, which are not appropriate for the majority
of investors without a substantial buffer.

— Sophisticated / structure-based investors: carried-forward losses against future capital gains remain
available regardless of the negative gearing changes, which reduces the practical impact of the reform
for this cohort and supports a higher-conviction position in lower-yield, higher-growth markets.

— Investors holding outside these named markets: the same underlying framework — vacancy rate,
infrastructure spend per capita, migration flow, and affordability ratio — can and should be applied to
assess any existing holding, regardless of location.
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About PROPERTY SCORECARD

This guide was prepared by PROPERTY SCORECARD. Here is what we do, and the one rule the whole business is
built around.

THE ONE LINE
We make our money from the report, not the transaction. We are paid the same whether the
verdict on a property is proceed or avoid, and that indifference to the outcome is the entire product.

What we do

PROPERTY SCORECARD exists to take the conflict of interest out of property due diligence. We are
independent of any sales channel. No agent, developer, or commission sits behind our verdict, so we have
nothing to protect except being right. We turn scattered, hard-to-reach data into a single defensible call on a
specific property: whether the price is supported, whether the fundamentals stack up, and what risks a buyer
cannot easily see for themselves.

The three voices in a purchase

When someone buys a property they hear three voices, and it is worth being honest about whose side each
one is on.

The selling agent acts for the vendor. The legal duty, the commission, and the next listing all point the same
way: a sale, at the top of what the buyer will pay. The information the agent holds is usually genuine, but it
reaches the buyer selectively. What helps the sale gets told. What does not gets left out, and silence is not a
lie, so the buyer never learns what was withheld.

The buyer's own research is the most compromised voice of all. By the time most people are researching a
property, they have already decided they want it. The research stops being a test and becomes a search for
permission. Supporting data gets noticed; contradicting data gets explained away.

PROPERTY SCORECARD is the only voice in the room with no stake in whether the buyer proceeds. We have
never seen the kitchen, so we cannot fall for the property. We can test the case instead of defending it.

What you are actually buying

Put plainly, you are paying for someone to try to talk you out of it: rigorously, with evidence, and with no
reason to flinch. Every other voice has a reason to keep the deal alive. We are built to find the reason a
purchase should not proceed and to state that reason even when it is unwelcome. If the property survives the
test, you proceed with earned confidence rather than borrowed enthusiasm. If it does not, you have avoided
the most expensive mistake in the process.

The second thing you get is calibration. We are the repeat player on your side. We have read the comparable
sales the agent did not volunteer, we know what a normal vendor discount looks like in that market, and we
apply the same institutional method to a single purchase that you will make only a few times in your life.
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How the call is made

A verdict is only worth trusting if the method behind it is sound. Five disciplines hold ours together.

¢ Evidence is graded, not pooled. A verified sale outranks an unverified one, and an automated estimate
is only ever a cross-check, never the anchor.

¢ Verdicts are capped, not averaged. A weak reading on any one measure caps the result. A fail is never
blended up into a pass on the strength of a good growth story.

¢ One report, one verdict. The same conclusion runs from the front page to the last, word for word.

¢ Bias is surfaced, not buried. We ask what the data is hiding, and we keep the inconvenient evidence in
the report rather than quietly dropping it.

¢ Every claim is sourced, every inference flagged. Where something is inferred rather than verified, we
label it and state how to confirm it.

And we never fabricate or estimate silently. A polished but invented figure is worse than no figure, because it
buys false confidence. Where there is a gap, we flag it rather than fill it.

The cost of getting it wrong

A full report is a small fraction of one per cent of a typical purchase price. A calibration error, overpaying by a
couple of per cent because agent pressure could not be weighed or because optimism filled a data gap, runs to
many multiples of that. Property is a low-frequency, high-consequence, hard-to-reverse decision. That is
exactly the kind of decision where an indifferent second opinion is most worth having, and exactly the kind
people most often make on emotion and pressure.

Where we stop

We are deliberate about our lane, because staying in it is what keeps us independent. We render a verdict on
the property and the numbers. We do not give financial, tax, legal, or credit advice, and we do not carry your
full financial picture. Serviceability, ownership structure, tax position, and portfolio fit sit with you and your
licensed advisers. We sharpen the call. We do not replace your judgment or your professionals, and we will
never imply that we do.

Research first. Then invest.

Before you commit to a property, get an independent PROPERTY SCORECARD report: a read on the price, the
fundamentals, and the risks of a specific property, from the one voice with no stake in whether you buy.
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Important Information

This document has been prepared by Property Scorecard for general informational purposes only and does
not constitute personal financial, taxation, legal or investment advice. It does not take into account the
objectives, financial situation or needs of any individual reader. Property markets are inherently uncertain
and forward-looking statements — including projected rental growth, vacancy trends and capital growth
estimates — represent Property Scorecard's research view at the time of publication and may not eventuate
as described. Past performance is not a reliable indicator of future performance.

Readers should seek independent, personalised advice from a licensed financial adviser, mortgage broker,
and qualified accountant before making any investment decision, including decisions to buy, hold or sell
property assets or to rely on negative gearing, depreciation, or government deposit-guarantee scheme
seNngs, all of which remain subject to change by government at any time.
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