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DEVELOPER SECURES MAJOR TENANTS FOR $175M PROJECT

Deague punt on offices pays off

23

Qualitas
fund in
$262m
raising

EXCLUSIVE

The Jubilee Place project

Credit
Suisse in
Valley
purchase
MACKENZIE SCOTT

Credit Suisse’s real estate arm
has pre-purchased the Jubilee
Place office development in Brisbane’s evolving Fortitude Valley
precinct in a $180m forward
funding transaction.
The sale continues a run of
large deals in the Queensland
capital with groups swooping as
the city’s leasing market
recovers.
The market is now readying
for the offer of the landmark 66
Eagle Street, which is now on the
block after Lendlease’s APPF
Office passed on buying out coowner ADIA and also put its
stake on the block.
JLL’s Seb Turnbull, Luke Billiau and Paul Noonan and Cushman & Wakefield’s Richard
Butler, Josh Cullen and Mark
Hansen are handling the sale,
with the tower expected to go for
about $370m.
The tower was designed by
world-renowned Japanese architect Kurokawa Kisho.
In another major deal, the
wealthy Smorgon family has
sold 130 Queen Street to Brisbane-based investment manager
Marquette Properties for $77.1m.

‘The precinct is
rapidly becoming
a magnet for
modern, skilled
business
professionals’
CHRISTOPHER CHIANG
CREDIT SUISSE ASSET
MANAGEMENT

That four-level property
spans 3770sq m and is anchored
by the largest McDonald’s in the
southern hemisphere, Forever
New and Michael Hill Jeweller
via JLL.
Meanwhile, the Credit Suisse
purchase sits on one of Brisbane’s main thoroughfares at
470 St Pauls Terrace and is being
developed by JGL Properties
and designed by Blight Rayner.
Positioned close to the new
King Street precinct on the city’s
northern fringe, Jubilee Place
sits in the Queensland government’s Bowen Hills Priority Development, which is stimulating
a revitalisation of the area.
The long-term development
is expected to comprise 23,000
new homes and one million
square metres of commercial
and retail space.
Credit Suisse Asset Management head of real estate APAC,
Christopher Chiang, said the
Jubilee Place development was
“strategically positioned in an
area of Brisbane which is seeing
massive infrastructure investments, with the urban precinct
rapidly becoming a magnet for
modern, skilled business professionals and their employers”.
The development will include
the preservation and refurbishment of the historic Jubilee
Hotel and construction of an Agrade commercial office tower.
Westpac has already committed to moving its headquarters
from neighbouring Newstead to
the tower, securing 3072sq m of
space. International Workplace
Group subsidiary Spaces has
committed to 4885sq m.
JLL’s Mr Turnbull and Mr
Billiau negotiated the deal.

DAMON KITNEY

MACKENZIE SCOTT

Ultra-wealthy Melbourne property developer and family patriarch David Deague says his
company’s diversification strategy is paying dividends after securing two major tenants for its
$175m speculative office development in South Melbourne, the
first in the area for two decades.
In a rare interview with his
sons Will and Jonathan, who are
respectively CEO and managing
director of the Deague Group,
David Deague said the company’s
willingness to back its reputation
to deliver commercial, residential
and hotel developments across
the nation gave it the confidence
its flagship 101 Moray Street project in South Melbourne would
stack up.
“We have the balls to go without precommitments. We started
construction a year ago without
any majors,’’ he tells The Australian after the first floor of the
seven-level building due to open
next year was laced this week.
Jonathan Deague says the
Deague Group has recently
signed heads of agreements with
an Australian publicly listed company to take a full floor of 101
Moray Street and a global company to take half a floor.
He says the Deague Group’s
family office will also be moving to
the building, which will offer
16,000sq m of office space and
hotel-like amenities. They will include a club lounge, gymnasium,
sauna and yoga studio, a concierge service, a restaurant and coworking facilities.
“We have had a huge focus on
the health and wellness of the
building. There will be water purification facilities on site, no smoking, no soft drinks. It is a key thing
for employees to have those
things,’’ he says.
101 Moray is next to the
Deague Group’s existing Kings
Business Park, which has five
buildings and 33,000sq m of office
space.
“We are pretty enthusiastic
about where we are going in Melbourne,’’ David Deague says.
“Because of our success at
Kings Park and Moray, we are
pretty enthusiastic about commercial. We are looking at other
sites in the South Melbourne
zone.”
Deague Group chief executive
Will Deague says the firm made
the decision 18 months ago to diversify out of residential apartments into residential land and
commercial developments.
“These apartment developments of 300-400 apartments are
not stacking up any more,’’ Will

Melbourne-based finance house
Qualitas has bolstered the size of
its listed property debt and
equity fund, launching a $262m
raising on Wednesday.
The move will allow the listed
Qualitas Real Estate Income
Fund to expand its operations
and capitalise on more opportunities across both residential
and commercial property, lifting
its profile as an alternative lending source as the big banks keep a
tight leash on the sector.
Qualitas global head of capital Tim Johansen said the raising
would allow the trust to bulk up
its lending pipeline.
“As the banks continue to
retreat from commercial real
estate lending, alternative credit
providers are increasing their
market share,” Mr Johansen
said.
“We are seeing continued demand for predominantly senior
loans to be used for investment,
construction and land financing.
By increasing the capital base of
QRI, we will be able to take
advantage of these investment
opportunities.”
Qualitas will reduce the management fee on capital raised
through the entitlement offer by
50 per cent until the funds are invested, acknowledging the importance of using the new capital
in an appropriate time frame.
The Qualitas offering is an
accelerated, non-renounceable,
pro rata entitlement of one new
fully paid ordinary unit for every
existing unit in the trust at a price
of $1.60 a unit.
Evans Dixon Corporate Advisory will act as lead arranger to
the entitlement offer.
The trust’s portfolio is majority-skewed (83 per cent) towards
the senior debt space and has established itself as a market fixture as a complement to major
banks. The remaining 17 per cent
is targeted to mezzanine finance.
Qualitas floated its trust on
the Australian Securities Exchange last November after raising more than $230m for the
listed fund.
It primarily focuses on establishing a stable monthly cash
income from its portfolio of commercial real estate loans, mostly
through first mortgages.
The mortgage REIT is a well
established feature in the US
market, but is new to Australia.
Tony Pitt’s 360 Capital is its
main competitor in the listed
space. That group is expanding
its corporate credit strategy and
is setting up the 360 Capital High
Yielding Credit Fund, aiming to
list on the ASX early next year.

DAVID GERAGHTY

David Deague and sons Will, left, and Jonathan at the Deague Group’s commercial property development in South Melbourne
Deague says. “Now it is a slow
grind in that market, it is not going
to come back in a hurry. You need
to work a bit harder, get the sites,
get the permits, make the sales.
“Not every taxi driver and his
dog will be a developer. But I do
believe the market has bottomed
for residential apartments and detached dwellings.”
In 2017 Deague Group sold its
Art Series Hotel chain to the now
Accor Hotels-owned Mantra
chain for $52.5m and spent $86m
on 70ha of greenfield land at Craigieburn in Melbourne’s outer
north, which has capacity for 1000
homes.
“We look at Craigieburn as a
natural way to diversify,’’ Will
Deague says. “David has done lots
of land developments in the past.
We are looking at the expansion
in that northern corridor of Melbourne.
“The only downside to this
house and land stuff is that it is
bloody boring. We are going to cut
the blocks a lot smaller and make
them a bit more affordable. We
will build out a few hundred town
houses ourselves.”

As part of the diversification
strategy, one third of the Deague
Group’s business is now in what
Will Deague calls “money lending
through private deals we do with
developers or companies like
Wingate”.
In recent years the Melbourne-based Wingate has become an investment house of
choice for a string of high-networths, family offices and more
recently institutions across its

‘We are pretty enthusiastic about where we
are going in Melbourne’
DAVID DEAGUE
DEAGUE CHAIRMAN AND FAMILY PATRIARCH

four arms of funds management,
consumer finance, property lending and private equity.
The Deague Group is one of a
number of high-net-worth investors in the Wingate Investment
Partners Trust (WIP), which
invests in a diversified portfolio of
secured debt with contractually
determined outcomes, offering
returns that are uncorrelated to

Shimao plans a luxury tower
EXCLUSIVE
BEN WILMOT

Shimao Group, controlled by Hui
Wing Mao, has proposed an
ultra-luxury tower overlooking
Sydney’s Hyde Park that would
be worth more than $1bn after the
Chinese-Australian billionaire
dumped plans to sell a half stake
in the office block on the site last
year.
The group toyed with selling
the interest in the landmark 175
Liverpool Street office tower last
November as it sought to capitalise on the rising office market in
the city’s mid-town and southern
precincts.
But that deal did not go ahead
and Shimao is now seeking to demolish the existing building and
replace it with either one or two
luxury towers.
The Chinese-backed group is
cashing in on rising market sentiment, as Lendlease has proposed
unit towers in harbourside Barangaroo and a twin tower apartment and hotel project has been
proposed in nearby Pitt Street by
Chinese company Han’s Group.

175 Liverpool Street, Sydney
The existing tower is known
as 175 Hyde, with the prominent
tower directly adjacent to Hyde
Park on one of Sydney’s few
large-scale, freehold island sites.
The Shimao tower also benefits from a northerly aspect, adding value to the future development, which has a cost of
about $229.16m, according to
planning documents. But the end
value of the project would top
$1bn as the existing office building alone is worth about $800m.
The existing 48,877sq m office
block was bought by Shimao in
2014 for $392m and is almost fully
leased, with 90 per cent of tenants

volatile financial markets. It has
been producing double-digit
returns consistently since its
inception.
“If you can invest in the WIPs
and get 10 per cent — it is an
attractive opportunity compared
to having your money sitting in
the bank,’’ Will Deague says.
“As we are completing these
developments and without simple
places to reinvest, we are parking
some of our money here.

blue-chip companies or
NSW and federal government departments.
The 31-level A-grade
tower was also extensively refurbished in
2009 and 2013. Shimao
will be hoping that replacing the bulky office
building with one or two
slimmer towers will win
planning support.
While some Chinese
developers, notably Dalian Wanda and HNA
Group, have sold out of
Sydney, and Yuhu’s project at
Circular Quay remains clouded,
the latest proposal may signal a
return to form by mainlandbacked developers.
Even when it last year offered
a half stake in the building, Shimao insisted it remained committed to the local market although
its billionaire owner had switched
to pursuing agricultural assets.
But many of the recent blocks
sold in the area have gone to
office groups like Charter Hall,
which picked up 201 Elizabeth
Street, where Dexus and Perron
Group had proposed a hotel and
apartment project, for $630m.

“There are plenty of families
out there who have the appetite
for these sorts of returns and are
doing the same. It is a market that
is here to stay.”
Wingate has been caught up in
the $500m collapse of developer
William O’Dwyer’s Ralan Group,
which was building a $1.3bn, fourtower project on the Gold Coast,
among other developments. Win-

gate has security over the project.
“We have met William
O’Dwyer over the years. We were
always supportive of him,’’ David
Deague says.
“I went up to see the Gold
Coast development where he failed. After meetings with Wingate
we are very confident we will get
all our funds back plus penalty interest … I feel sorry for O’Dwyer
because he went in at the top end
of the market. When things turn
around on the Gold Coast they go
down pretty quickly.”
Ralan collapsed in July with
debts of $500m. More than half
this amount was unsecured loans
by apartment buyers, who had
agreed to release their deposits to
Ralan on the promise of 15 per
cent returns. A class action
against the lenders is now being
mooted.
David Deague stepped back
from hands-on involvement in
the business — which dates back
to W.H. Deague’s arrival from
England in 1867 and is now in its
fifth generation — several years
ago, but he still comes into the
office for at least five hours a day

TRANSFORMING REAL ESTATE INTO REAL ADVANTAGE
FOR SALE

AN OPPORTUNITY NOT TO BE MISSED
ACT, Canberra: 11 London Circuit

MACKENZIE SCOTT

Taiwanese developer Shayher has
snapped up a twin-building office
complex in Sydney’s inner west
for about $63m.
The two buildings at 2-6 Cavill
Avenue, Ashfield, were listed in
April by Greg Shand’s Barana
Group, which picked them up for
$47m in 2015.

Both buildings were constructed in the mid-1980s with a car
park, ground-floor foyer and several levels of office space.
After significant renovations in
2002, the towers offer a combined
lettable area of 10,620sq m and
289 car spaces.
The NSW government’s Department of Family and Community Services is the primary
tenant, with passing net income of

$3.54m each year. Leases run until
February 2021 with a one-year extension available.
Approval has been awarded by
Inner West Council to rezone the
western portion of the site to
mixed use. The floor space ratio
has been upgraded to create a
total of 25,250sq m of gross floor
area, giving Shayher the opportunity to create about 285 apartments and retail space.

Barana Group accepted the
offer at $7565 per square metre
and a passing yield of 5.6 per cent.
Knight Frank’s Richard Garland, Dominic Ong and Tyler Talbot marketed the property.
Last month, Shayher Group
was announced as the winning
bidder of the strategically placed
Bulimba Barracks in Brisbane’s
inner east for an undisclosed
amount.

QUALITY OFFICE INVESTMENT
+ Prime corner CBD location in Canberra’s legal
and financial district
+ Multi-tenanted 3,230sqm* office building with
diversified income stream
+ $984,566 pa* fully leased net income with 93%
occupancy and 2.4 year WALE
+ Extensively refurbished with 2.5 star NABERS
energy rating
EXPRESSIONS OF INTEREST CLOSE
THURSDAY 3RD OCT 2019 AT 4PM (AEST)
MARK THOMPSON
+61 438 624 042
GREG LYONS
+61 406 995 383

SCOTT GRAY-SPENCER
+61 400 222 226
TIM WILLIAMS
+61 422 974 040

*approx

TRANSFORMING REAL ESTATE INTO REAL ADVANTAGE
FOR SALE

A RARE LANDMARK OFFICE ASSET
TAS, Launceston: 1 Civic Square

Shayher lands twin buildings for $63m

when he is in the country.
Will joined the firm in 1997 as a
director. Jonathan started three
years later. Their brother Anthony and sister Camilla have previously been involved in the retail
side of the business as well as the
Art Series of Hotels.
“I come in for a couple of hours
a day to keep my finger on the
pulse,’’ David Deague says.
“I am a semi-active chairman.
(Fellow wealthy private property
developer) Sam Tarascio and I are
the same age. We went to a lunch
the other day together. We are a
bit identical in the way we operate.
Tarascio’s son Sam junior now
runs the family’s business, Salta
Properties.”
Will Deague says he and his
brother work with their father as a
“three-way partnership”.
“We were given great responsibility at a young age. That is a
great credit to our father. There is
a great respect there. Jon and I do
different roles in the business, so
that makes it easy,’’ he says. “We
still look at our father as a mentor
and a partner. For the next 20
years it will be the same way.”

100% GOVERNMENT LEASED
UNTIL 2027
+ Located in the heart of Launceston CBD in the
esteemed Civic Square precinct
+ 4,737sqm* NLA fully leased to State
Government until May 2027
+ $1,277,688 pa* net income with 2.0 star
NABERS energy rating
+ Below replacement cost with recent modern
upgrades reducing future CAPEX
EXPRESSIONS OF INTEREST CLOSE 3RD
OCTOBER 2019 AT 4.00PM (AEST)
TIM JOHNSTONE
+61 418 395 157

SCOTT GRAY-SPENCER
+61 400 222 226
KENNY DUNCANSON
+61 424 620 429

*approx

