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The Problem:

An aging population is increasingly
finding itself asset rich but cash poor.
This older population lives in a
housing stock that is increasingly
unfit for purpose. For property
developers, there are less qualified
buyers in the market due to high
inflation and mortgage rates.
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The Answer:

Downsizer Chartpack

Downsizing will boost retirement
incomes and repurpose the housing
stock. The products and services
provided by Downsizer.com, for
whom this report has been prepared,
are an innovative way to ease
financial constraints for buyers and
developers.




Demography is Destiny — Or the 3-P’s at Work

=  Demography, or population trends, affects pretty much everything that is important to us:

the size of a country’s population determines the demand for goods and services;
the participation of that population in the labour force drives what an economy can supply; and
the productivity of that population largely determines income.

= These 3-P’s create the wealth needed to fund longer-run objectives and deal with the longer-run challenges such as
climate change. They also provide a framework for policy makers.

= The focus is on population aging, courtesy of the post war “Baby Boom”, surge in immigration and lower birth rate.

= Demographics and aging cut across much of the economic story — particularly housing.

=  Population projections show a steady rise in the number of people aged over 65:

from 4.4 million people or 17% of the population in 2022;
to around 9.4 million people or 23% of the population by 2063.
= The wealth of this aging cohort has benefitted from their lengthy period in the housing market:

but they are entering the older age brackets still carrying some housing debt; and
time hasn’t always been kind — they have benefitted less from the spread of superannuation.
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The Demographic Transition

=  QOlder populations are hitting peak wealth at a time when their incomes plunge — they are finding themselves
asset rich but cash poor.

=  QOlder populations find the move to lower incomes coincides with a shift in spending towards more expensive
areas like health and medical, intensifying the income squeeze.

=  QOlder populations are living longer and need to fund that longer period of retirement.
=  QOlder populations are discovering that governments are reluctant to increase assistance.

=  OQOlder populations are finding that their housing choice is less appropriate:
88% of them lived in dwellings with only 1-2 residents; but

76% of those dwellings had 3 or more bedrooms.

= Older populations are discovering that their larger, older houses are more expensive to run and come with
rising repair & maintenance bills.
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The Other 3-P’s — Perception, Preference, Potential

Older populations understand the issues - but perceptions change only slowly:

The majority want to age in place and perceive the family home as the place to see out retirement and a
safety net against adverse developments. Bequests are also important.

Only a small proportion see the family home as a source of retirement funding.

Those perceptions are shifting, however. The revealed preference among older populations who decide to
move is to choose a smaller home or downsize.

The potential financial benefits of downsizing are becoming more attractive:

The price “gap” between houses and units is at the high end of the historical range —the amount of
equity that can be released is higher as a result.

Governments are offering incentives in areas like superannuation and stamp duty.

A Downsizer/DFA survey of potential downsizers implies property sales of S2 trillion over the next five years.
The net equity released would be around $640 billion. Or $340,000 per household.

The average super fund return over the past decade was 6.9%. So that extra $340,000 of financial assets
released by downsizing could potentially boost retirement income by $23,000 per annum.
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L. e . . Data Source:
Downsizing opportunities is used to understand and analyse homeowners in Australia who

are looking to downsize in the near future, at a state and region level across a number of l)igifll Finance .-\na])ti(‘s
different metrics. Version: 2071
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The Demographic Backdrop
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= Australia’s population growth is strong by developed country standards. High rates of immigration and rising life
expectancy have offset the impact of a slowing birth rate.

= Population growth has rebounded sharply as migrants and students return.
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The Demographic Problem
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= A post-war baby boom generated a population bulge that is slowly moving through the age distribution.

=  Fertility has fallen (so fewer “young” people) and life expectancy has increased (so more “old” people).

=  The population is aging quickly as a result.
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The Demographic Problem

Natural Increase
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= A falling birth rate is accompanying the aging population. High rates of immigration is an offset.

= The aging population underlies an interstate flow from NSW and VIC to QLD and WA.
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A Demographic Detour

Regional Movers Index
(flows from capital cities to regional Australia)
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The Regional Australia Institute / CBA Regional Movers
Index gives a broad picture of total population flows
from capital cities to the regions.

The index points to a sharp lift in flows to the regions
during the pandemic.

But regional flows returned to more normal levels
after the pandemic spike.
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The Demographic Problem

Population By Age 65+
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Official population projections show a steady rise in the
number of people aged over 65:

- t0 9.4 million people by 2063 (4.6m now).

The older age group will account for 23% of the
population at that point (17% now).
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The Household Problem

Household Population Shares
(change from 2016 to 2041)
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Large shifts are occurring in the type of households as
the population ages.

The proportion of couple families with children is
falling as the population ages. The first offset is a rise in
couple families with no children. And, as the years roll
on, the proportion of lone person households will lift.

Lone person households typically sit at the lower end
of the income range. They tend to have less
superannuation assets and are more reliant on
government pensions.
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The Housing Problem

Household Size & Bedrooms By Age
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= The older population is living in dwellings that are now too large for the smaller households.

= Maintenance and assistance needs of those larger, older dwellings are increasing.

@ Downsizer
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The Cost-of-Living Problem

Cost Of Living By Household
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Spending patterns change with age.

These shifts bias the spending of older households
towards items that generally grow at a faster rate than
the overall CPI.

The cost of living rises with age as a result.

The cost of living faced by self-funded retirees and
aged pensioner households have run ahead of those
faced by employee households in recent years.

Over the past 2% years price rises total:
- 13.4% for self-funded retirees; and

- 14.4% for aged pensioners.
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The Government Problem

Government Spending by Age
(per person)
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The government budget is under pressure.

Older age groups receive a larger share of government
largesse than any other on a per capita basis.

This skew reflects spending associated with health, the
age pension and aged care.

An aging population also means fewer taxpayers.

The pressure on older age groups to fund their own
retirement will continue.
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The Balance Sheet Problem

Time in Dwelling by Age Housing Debt by Age
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= QOlder households have been in the market for longer — and received a significant wealth boost as a result.

=  But older households are also carrying housing debt into old age as well.
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The Income Problem

Assets by Age Super Coverage by Age
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Older households are “overweight” non-financial assets — a constraint on income.

Older households have less superannuation assets — a constraint on income.
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The Solution

WEALTH &INCOME BY AGE
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@ Downsizer

Households reach retirement at a point of peak wealth. But

their disposable income drops sharply. They have less
superannuation assets. And their balance sheets are
structured in a way that provides limited income:

older households are asset rich but cash poor.

Incomes fall at a time when the cost-of-living increases and

there is limited likelihood of extra assistance from the
government.

The type of housing becomes less appropriate:

houses are too large for smaller households;

maintenance costs rise and the need for assistance lifts.

The solution:
restructure assets to generate more income; and

move to more age-appropriate dwellings.

This solution is the definition of “downsizing”.
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The Perception Problem
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The majority of those aged over 60 want to age-in-place — perception is new dwellings are too expensive and moving
costs too high. Lack of choice is another common barrier.

Nevertheless, perceptions are changing. A survey on the reasons people move shows a big rise in those nominating
a desire for a smaller home/downsizing.
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The Gravity Issue

MOVERS BY DISTANCE MOVED
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Those who move tend to stay local - 36% relocate to somewhere in the same postcode. A further 24% stay in a 1-
9km radius of their previous residence.

The preference for nearby reflects the importance older households place on close access to services.

@ Downsizer
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The Equity Release Incentive

HOUSE-UNIT "GAP"
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@ Downsizer

The typical downsizing operation involves moving from

a “house” to a “unit”.

The ratio of unit prices to house prices has fallen since

2017.

As a result, the price gap between houses and units is at
the higher end of the historical range - a powerful
financial incentive to downsize.

Governments are making downsizing more attractive:

A Commonwealth scheme allows downsizers to
deposit $300k of any downsizing sale proceeds
(S600k for couple households) into super funds.

Some states offer stamp duty concessions for
downsizers.
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The Potential

Dwelling Values
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>$6m
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A Downsizer/DFA survey shows the potential pool of
downsizers over the next five years stands at around 1.88
million households.

Around 46% of that group live in a dwelling worth more
than S1 million.

And 48% are looking at downsizing to a property in the sub
S1 million price range.

The survey implies property sales of S2 trillion over the next
five years.

The net equity released would be nearly $640 billion. Or
$340k per household.
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The Superannuation “Secret”

= Governments are making downsizing more attractive:
- those aged 55+ can put $300,000 of downsizing sale proceeds (S600k for couples) into super.
=  Eligibility does not depend on super balance, age or work status.
= As aspecial once-off, normal annual concessional and non-concessional contributions caps remain available.

= Asan after-tax contribution, there is no contributions tax inside super plus it will be tax-free for beneficiaries
after death.

= |nsummary, depending on individual circumstances, selling the family home and making a downsizer super
contribution is an important opportunity to boost retirement savings and preserve value for the next
generation in a tax efficient way.

=  The average super fund return over the past decade was 6.9%. So, an extra $300,000 of superannuation assets
released by downsizing could potentially boost retirement income by $21,000 per annum.

=  This commentary is not financial advice. Consider appropriateness and suitability to your own objectives,
financial situation and needs, and, if appropriate, seek professional or independent financial advice, including

tax and legal advice.
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Downsizers: Who Are They? Some Evidence from the Downsizer Survey

Potential Downsizers Potential Downsizers By State (2022)
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= Potential downsizers are a growing share of the population — 1.8 million in 2022.

= They are spread across the states and territories, roughly in line with population shares (underweight: NSW, QLD.

overweight: Vic, SA).
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Downsizers: Who Are They? Some Evidence from the Downsizer Survey

Potential Downsizers By Age Transaction Timeframe
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=  The majority of potential Downsizers are in the 60-70 years age bracket.

= The majority intend to transact in the next two years.
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Downsizers: Who Are They? Some Evidence from the Downsizer Survey

Current Dwelling Type Current Dwelling Value
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=  Most potential downsizers live in large dwellings.

Most downsizers live in dwellings with a value below S2 million.
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Downsizers: Who Are They? Some Evidence from the Downsizer Survey
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=  The average expected equity release was $340,000 per household, based on the 2022 survey. Dwelling prices
have risen so far in 2023, implying an increase in potential average equity release.

=  Potential downsizers nominate financial incentives as the main motives for downsizing.
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Downsizing opportunities is used to understand and analyse homeowners in Australia who Data Source:

are looking to downsize in the near future, at a state and region level across a number of ])igitll Finance ;hu],ﬂi('s
different metrics. Version: 2021
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A Closer Look at WA - Population

POPULATION WA: POPULATION DRIVERS
(annual % change) (rolling annual total)
%o % '000 '000
3.2 3.2 Source: ABS
80 80
Western Natural
Australia increase
24 24 60 | I 60
Australia |
40 40
16 16 | | | |
0.8 0.8 ll
S g ll"“” ””” 0
Source: ABS Interstate ““II“I““
migration
0.0 0.0 -20 -20
Sep-12 Sep-15H Sep-18 Sep-21 Sep-12 Sep-1HB Sep-18 Sep-21

= WA population growth runs above the national average over the long run but has been volatile over the past
decade. The COVID impact on WA was muted as the reversal of overseas migration was offset by interstate
migration turning from outflow to inflow. Population growth is now accelerating as overseas migrants return.
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A Closer Look at WA - Aging

WA: Population by Age 65+
(ABS projections)
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ABS population projections show a steady rise in the
number of Western Australians aged over 65:

- toaround 0.9 million people by 2061.

The older age group will account for 19.5% of the
population at that point.

The Western Australian aged share is lower than the
national average — WA demographics are impacted by a
rising share of (younger) migrants. A younger age
structure also means a higher birth rate relative to the
national average.
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A Closer Look at WA - Retirement

Retirement Intentions Life Expectancy
(average age) (as at 2019-21)
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Western Australia’s intended retirement age sits at the higher end of the state range. WA’s life expectancy is above the
national average. Males need to “fund” nearly 17 years of retirement and females nearly 20 years.
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A Closer Look at WA - Downsizing Demand

WA: Potential Downsizers =  Potential downsizers are a growing share of the WA
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A Closer Look at WA - The Downsizing Incentive

WA: House-Unit "Gap"
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The typical downsizing operation involves moving from a
“house” to a “unit”.

Australian capital city house prices are much higher than
Perth unit prices.

Within Perth, the price gap between houses and units is
towards the top end of the historical range.

This “gap” provides a powerful financial incentive to
downsize.
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A Closer Look at WA - The Downsizing Potential

WA: Dwelling Values The potential size of the downsizing market is large.
% (% of total) %
60 60 The Downsizer/DFA survey of Perth and other areas in WA
Current

provides some useful benchmarks.
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45 45 Within those areas, nearly 70% of potential downtraders are
in the 60-70 age group, the prime downsizing cohort.

30 30 Around 47% of that group live in a dwelling worth more than
S1 million. And 48% are looking at downsizing to a property
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A Closer Look at WA - The Equity Release Potential

WA: Transaction Timeframe WA: Average Equity Release
% (% of total) %
60 50
Source: Downsizer / DFA Bunbury
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The Downsizer/DFA survey suggests more than 66% of the potential downsizing cohort intend to downsize in the next
two years. The expected average equity release ranges from $0.15m-51.11m per household.
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A Closer Look at WA — The Downsizing Purpose

WA: Downsizing Purpose =  Potential downsizers nominate financial incentives as the
(% of potential downsizers) main motives for downsizing.

Investment

= Superannuation and other investments dominate.

Super

Bk Of =  But lifestyle considerations are also important.
an
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A Closer Look at WA — The DZR Downsizing Index

=  Research by Downsizer has identified the key fundamentals that drive downsizing:
- Demographics — the aging population
- Housing suitability — the appropriate type of dwelling changes with age;
- Health status — health deteriorates and the need for assistance rises with age;
- Financial issues — incomes fall and cost pressures rise for older households; and
- Mobility — older households would like to “age in place” so willingness to move is a key requirement.

= The 2021 Census provides some very detailed information on these key fundamentals. Downsizer also has its own
data relating to aspects of the downsizing decision.

= The data covers a range of concepts with a variety of measurement units:

- to overcome these issues, the data is standardized by calculating a Z-score;

- aZ-score essentially indicates how far away from average (above or below) a data read is; and

- because they are standardized, data concepts/measures can be aggregated into an overall Index.
= The level of the index has no particular relevance:

- it's a relative score - a higher number for a particular sub region means that area scores more highly as a
potential downsizing location.
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A Closer Look at WA — The DZR Downsizing Index for Perth

DZR DOWNSIZING INDEX - PERTH
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Perth-South West ranks at the top of the DZR Index. The reading reflects an above average share of older residents in
smaller households living in houses with too many bedrooms. Mobility and health indicators add to the mix.




A Closer Look at WA — The DZR Index More Detail

DZR DOWNSIZING INDEX - PERTH

(cumulative Z score)

Source: DZR | ABS
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A Closer Look at WA — Downsizing & Overseas Arrivals

Overseas Arrivals Aged 60+
(% of total arrivals | 10-yr average)

Australia
NSW

Vic

Qld

SA

WA

Tas

NT

ACT

o
N

4
Source: ABS % of total

(o)}

@ Downsizer

Overseas migrant arrivals by older households are
small in absolute terms.

Western Australia’s migrant arrivals by those aged
60+ run above the national average.

Over the past decade those aged 60+ accounted for
6.4% of overseas migrant arrivals to Western
Australia.
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A Closer Look at WA — Downsizing & Interstate Movers

Interstate Migration Aged 60+ = Interstate migration flows by older households are
000 000 small in absolute terms.
o SALVA NI . o = WA loses people through migration to other states.
But the flow at the older end of the age distribution
4 — - 4 is to WA. And that flow is increasing.

Qld
=  The older age inflow partly reflects the wide real

estate price differential between Western Australia

NSW
4 - 4 and other states from a downsizing perspective.
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A Closer Look at WA — Downsizing & Regional Movers

Regional Internal Migration Aged 65+ =  Perth is the main beneficiary of WA
(2007-2016) . .
internal migration of those aged 65 and
Perth NW
over.
Perth SE
Outback =  The Outback region and Bunbury are also
small beneficiaries outside of the capital.
Bunbury
Perth Inner
Perth NE
Wheat Belt
Perth SW
Mandurah
-3,000 -2,000 -1,000 0 1,000
Source: ABS Cumulative Change
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A Closer Look at WA — Downsizing & SA2 Community Flows

WA Internal Migration: Top 10 Gainers
021-2022
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WA Internal Migration: Top 10 Losers
(2021-2022)
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The top and bottom Community regional internal migration flows match up with the areas identified

by the Downsizer Index.
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LGA Population By Age - WA

Population aged 65 years and over

Per cent (%)
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Meet Downsizer

A digital home-buying experience unlike any other.

With rising inflation and increasing mortgage rates
contributing to less qualified buyers in the market, we can
help unlock the downsizer segment who are asset-rich, cash-
poor and not dependent on a mortgage to buy.

Downsizer empowers buyers to purchase the perfect home
in a simple, safe and cost-effective way. It also enables
developers to hit their pre-sale numbers faster and more
efficiently, with reduced risk.

Platform features:

= Digital buyer qualification of net equity position

= Streamlined application process

= Access to Downsizer Data insights

= Qualified leads from lower risk buyers

Bond features:
= Flexible coverage — 6-66 Months

= Low fees

@ Downsizer
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-Lj DOWNSIZER About Us For Developers For Estate Agents

The new way
home

Buy off-the-plan dwellings with no cash
deposit. It's possible with Downsizer.

Find your downsized home

Q@ Search by state, suburb or postcode Search —»
ros

All Property Types v ¥ surro

©
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Check my eligibility

146 Holt Avenue, Tinbeerwah
QLD, Australia

Apartment / Unit
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. app.downsizer.com

Downsizing opportunities

ANALYSIS OF HOMEOWNERS WHO DOWNSIZING DESIRES

Developer Insights and - — il
Productivity Tools

;210610 21.1%(110500)

4 Bed IzAsc.

P —

IEN DO HOMEOWNERS WANT TO DOWNSIZEY

98.2% 100.0%
S 923%

) app.downsizer.com

Hello, Thare.

Portfolio Overview

Avg. Equity Release &

Property status % # | Value by status % # | Deposit type % # Pre-sale value by % # |

$206,894,197 7 sééé,é 38
4 Find out how Downsizer can work
g $oooses for you.

Hover 0 00 braicdown T p— Hoverto see braoidovn Hoverto s breckdonn Book a demo or contact

= | $ 206,894,197

hello@downsizer.com

Listings

SORT  Dofe (Newest - Oldest) g ) 1800 788 996

Book a free consult
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How it works |

DOWNSIZER About Us For D ers For Estate Agents Check my eligibility
Downsizers search our
marketplace for their future off-

the-plan home
The new way
° Buyers can instantly check home

their eligibility for the zero
CaSh deposit Buy off-the-plan dwellings with no cash

deposit. It's possible with Downsizer.

Find your downsized home

Qualified leads are passed to
developers and/or sales Search ->

agents

our streamlined Downsizer

° When ready to purchase, complete
application form

146 Holt Avenue, Tinbeerwah
QLD, Australia

Apartment / Unit

&2 3 /2 [Jesom
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Michael Blythe - Author

L Economist-In-Residence at Downsizer

=  Chief economist and senior executive in economic policy and financial markets bringing great
knowledge of, and insight into, the Australian and global economy

= 30+ years' experience including at Commonwealth Bank of Australia and Reserve Bank of
Australia

Contact: michael.blythe@downsizer.com

Mark Macduffie - Downsizer
=  Managing Director and Co-Founder at Downsizer
= Digital innovation executive, social impact CTO and start-up coach

= 30+ years' experience in International wealth management, institutional banking and technology and
innovation across business and financial sectors including at ALNF and Commonwealth Bank of

Australia.
Contact: 0433 066 717 | mark@downsizer.com
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Important Information

Disclaimer

This report was prepared for downsizer.com. This report provides general information and is not intended to be an investment
research report. Any views or opinions expressed are solely those of the author. They do not represent financial advice.

This report has been prepared without taking into account your objectives, financial situation, knowledge, experience or needs. It is
not to be construed as a solicitation or an offer to buy or sell any securities or financial instruments, or as a recommendation and/or
investment advice. Before acting on the information in this report, you should consider the appropriateness and suitability of the
information to your own objectives, financial situation and needs. And, if necessary, seek appropriate professional or financial advice,

including tax and legal advice.

Chart data as at October 2023
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