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The Month in Review identifies the latest movements
and trends for property markets across Australia.

A message from our CEO
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Welcome to the December edition of Month In Review

On the health front, we continued to supress
COVID and are now progressing toward the next
phase of learning to live with the virus. I certainly
hope this will be one of the last times I do a
year-in-review address featuring a pandemic. Our
vaccination rate is now impressively high in global
terms, and we seem primed to deal with whatever
comes next, so here’s hoping.

sector who weren’t moving quickly over the past
12 months trying to keep up with the pace of
business.
I believe the property market momentum will
be hard to slow going into next year. Despite
anecdotal reports that activity in Melbourne and
Sydney is tapering, gains look likely to continue
in 2022 – particularly given our fast take up of
the vaccinations and boosters, the unlikelihood
of further lockdowns. and both national and
international borders reopening.

Economically we’ve fared well too. Our 5.2 per
cent unemployment rate may looks dire, but the
recording period included Sydney and Melbourne
lockdowns. Since then, borders have opened and
demand for labour continues to increase.

To mark the end of this extraordinary year, we are
delivering a bumper edition of Month In Review.
At 142 pages, it’s the largest we’ve ever published.
While the MIR may not have been your first choice
for your holiday reading, we have delivered for
you a special edition, just in time for the holidays.

Confidence is on the rise as well. The WestpacMelbourne Institute Index of Consumer Sentiment
for Australia rose by 0.6% month-on-month to
105.3 in November 2021.

Our commercial section looks back over 2021
across both the industrial and office markets. All
the major centres are covered along with prime
regional locations as well.

Then there’s the property market. We have had
a year like no other in recent memory. Doubledigit capital gains across most locations – both
metropolitan and regional. The upswing in values
wasn’t confined to one price sector either.

All in all, our December 2021 edition of Month In
Review delivers a comprehensive assessment of
Australia’s property markets.

The property industry itself also ran hard and fast
with construction, marketing, management and
a range of professional services having a fruitful
year. There are few stakeholders in the real estate

Enjoy the festive season we look forward to
seeing you in 2022.
Gary Brinkworth
CEO

COMMERCIAL
CEO

What an amazing year it has been on multiple
fronts. Australians proved, yet again, that we
know how to adapt and thrive which has delivered
safety, and even prosperity, to many of us.

From all of us here at Herron Todd White, may you
have a wonderful holiday season. We hope you all
stay safe as borders continue to open up.
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2021: The Year in Review
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It’s the end of the year and time to check in. So… how’re you doing?

Yes, there was some light at the end of the tunnel
in terms of the pandemic. Vaccinations offered a
medical solution, plans for reopening were put in
place and we waited with bated breath to see how
the world would evolve. And while the start of
the year felt as though a return to normal might
gather pace quickly, it soon became apparent
that more of the same lay ahead. Borders closed,
lockdowns occurred, and infection rates pinballed
about the place.
In the midst of this turmoil, we saw a surprisingly
robust economy emerge. This fed into general
confidence across many sectors, including
property. In fact, real estate markets were a freight
train of growth across most centres. Double digit
value gains, low days on market, high vacancy
rates, increasing rents, unprecedented construction
numbers… it was a whirlwind!
It was a busy time here at Herron Todd White as
well. Plenty of work to be done and keeping up
with values in a rising market is always a challenge.
Fortunately, our extensive coverage means we have
on-the-ground experts tracking performance on a
daily basis.
As noted, It was such a big year that our December
issue of Month In Review is a special bumper

edition. This document is so chock full of info it’ll
have you in the hammock for hours devouring the
content.

In the midst of this turmoil,
we saw a surprisingly robust
economy emerge.

So, what’s included in this super special report?
For starters, in this month’s commercial section
we look at not one, but two sectors. A full
location-by-location rundown on the year in office
property, followed by another extraordinarily
comprehensive collation of information about
industrial holdings in 2021.
In our residential section there’s a plethora of
professional opinion for you to draw on. Kevin
Brogan our National Director Group Compliance &
Risk, delivers his overview of Australian property in
2021. It’s then on to our location-specific
submission looking back at the year that was in
markets right across the country.

this.
There’s also our usual data tables and property
clocks throughout.
So, please enjoy the most comprehensive Month In
Review we’ve ever produced.

COMMERCIAL
FEATURE

That was a rhetorical question. Anyone who
thought this year would be a breeze after the
twists, turns and challenges of 2020 was in for a
rude shock.

We’d also like to wish every reader a happy, safe
and relaxing break over the coming weeks. May you
and yours have a wonderous festive season, and we
look forward to delivering even more property news
to your inbox in 2022.

This is followed by an all-encompassing look at
attached housing markets. No matter where your
interests lay – metro or regional – our
teams have a full rundown on the
performance of units, apartments,
townhouses, duplexes and all manner
of attached abodes.
Rounding out the wisdom is our
talented rural property team. Our
experts deliver an extraordinary
compilation covering rural markets
throughout 2021. There’s simply no
better summary of the sector than

3

Commercial
December 2021

National Property Clock: Office

Month in Review
December 2021

Entries coloured purple indicate positional change from last month.

Dubbo
South East NSW

Ballarat
Ballina/Byron Bay
Coffs Harbour

Adelaide
Brisbane
Bundaberg
C’berra/ Q’beyan
Central Coast
Emerald
Gladstone

Lismore
Rockhampton

Hervey Bay
Illawarra
Mackay
Mildura
Newcastle
Perth
Townsville

Liability limited by a scheme approved under Professional Standards Legislation.
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DECLINING
MARKET

RISING
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Start of
Recovery

Approaching
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Geelong
Mid North Coast
Sydney

Echuca
Melbourne
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Gold Coast
Sunshine Coast

PEAK OF
MARKET

Toowoomba

South West WA

BOTTOM OF
MARKET

Alice Springs Ipswich
Cairns
Launceston
Darwin
Wide Bay
Hobart

This report is not intended to be comprehensive or render advice and neither
Herron Todd White nor any persons involved in the preparation of this report
accept any form of liability for its contents.
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New South Wales - Office 2021
2021 has been a very interesting year for the office
sector, particularly within the Sydney CBD. On
one hand, lockdowns have significantly impacted
rents, with high vacancy rates being recorded
and particularly subdued leasing conditions; on
the other hand, particularly in the strata market,
demand for stock has never been so strong. It
provides for a particularly awkward overall picture.
As landlords battle the highest vacancy in almost
ten years (9.2 per cent in July 2021, up from 8.5 per
cent in January 2021 according to Property Council
of Australia) on the back of lockdowns and a general
hesitancy to return to in office working, higher
incentives and lower face rentals are being required
to secure tenants. With no firm idea of how or when
we will see a significant shift back into offices, this is
likely to remain the trend well into 2022.
Just prior to the most recent Coronavirus
lockdowns, there was an announcement that 11
buildings within the city core precinct, including
three strata titled buildings, are to be acquired
by the state government to make way for the
construction of the Hunter Street Metro station.
The strata titled buildings (37 Bligh Street, 5
Hunter Street and 300 George Street) will see the
acquisition of approximately 180 strata lots from
what was an already small strata office market, and
eight freehold buildings. With these acquisitions
now underway, the withdrawal of these properties
is already having a positive impact on the value of
strata stock particularly, as displaced owners look
to re-purchase in what was already a very tightly

While we may have assumed that rents would improve throughout
2021, it looks like this will now be the challenge for the sector as
we head into 2022.
held market. Strata office stock in the city core is
now regularly exceeding $16,000 per square metre,
with some sales achieving well over $20,000 per
square metre.

Coffs Harbour

Within the metro centres, vacancy has increased to
16.4 per cent in North Sydney, 15.1 per cent in Crows
Nest/St Leonards and 10.2 per cent in Parramatta,
all up significantly on their July 2021 numbers
(PCA). In these cases, the pandemic has resulted
not only in increased vacancy, but significant
supply additions in each of these markets that will
be slow to be absorbed.

Rental levels are steady with most rents increasing
by CPI or three per cent annual adjustments.

Looking back on our thoughts coming into 2021,
many of us naively thought we had seen the worst
of the Coronavirus in Sydney, with restrictions
eased and vaccinations arriving in February. This
was obviously far from the reality of 2021, with
a 107-day lockdown in our future and a return to
required work from home restrictions for most
office workers. While we may have been somewhat
confident in how the CBD office market would
perform, we have found this to be generally true,
but potentially for unexpected reasons. While
we may have assumed that rents would improve
throughout 2021, it looks like this will now be the
challenge for the sector as we head into 2022.
Scott Russell
Director

The Coffs Harbour commercial office market is
stronger now than at the start of the year. COVID-19
has not greatly impacted the office market.

COMMERCIAL
COMMERCIAL
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Sydney
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The vacancy rate for good quality office space
appears to be reducing.
There are two new office developments under
construction in the eastern precinct of the CBD.
The most significant recent sale is the Council
owned Duke Street building for $11.75 million on
a yield of 8.32% with a WALE of 2.84 years. The
building has 4,066 square metres of net lettable
area with gross rents ranging from $323 to $339
per square metre (after allowance for basement car
parking).The Council occupies the majority of the
building however is relocating to Gordon Street on
completion of its new development or end of lease
term. The risk of finding new tenants has been
reflected in the sale.
Overall the office market is performing well on
improved terms with lower vacancy rates and a
gradual increase in rentals for good quality space.
There is still some sensitivity within the secondary
located and lower quality office markets which
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Ken Potter
Valuer

Hunter Region
The office market in 2021 has been fairly heavily
influenced by COVID-19 stay at home orders. If you
work in an office, chances are you’ve spent a pretty
large part of the year working from home. In my
case, I started on the dining room table and then
worked out the kids can’t bother me quite as much
in the garage, so that has been my place of work
for a good part of this year. In the same way that
households have had to adapt to this new situation,
businesses too have been required to make
changes to the way they operate – the who and
where portion of the business equation has shifted
– potentially for good.

Somewhat surprisingly, we note smaller office
sales and leasing activity has been quite strong.
Research indicates that smaller spaces are being
occupied by some larger office users that have
downsized, as well as small startups that have
outgrown the home office, put on a few employees
and may require some street presence. As we move
into 2022, the new normal will of course continue
to evolve in this space and while we see a continued
move of staff back into offices, we anticipate
continued strength in the small office market and
the potential for some downward rental pressure on
larger floorplates.

Month in Review
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Ed Thwaites
Property Valuer
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feature higher vacancy rates, longer lease up
periods and incentives within negotiations.

Our discussions with local agents and larger office
users indicate that many of these users have put
off office expansions, even in light of business
and employee expansion, as desk share, hot
desk and partial work from home arrangements
are now the norm rather than the exception.
Many of these businesses are now working on
reconfiguring their office spaces and rather than
cramming in as many workspaces as possible, the
aim for many is to make the office a place where
the worker wants to come to work, while holding
onto the option to also work from home where
possible. There is no substitute for face-to-face
communication, so meeting areas, training spaces
and the like are still required in vibrant and
productive workspaces.

Somewhat surprisingly, we note smaller office sales and leasing
activity has been quite strong.
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Victoria - Office 2021
In 2021, the effects of the COVID-19 pandemic
have been acutely felt within the Melbourne CBD
office market and are best illustrated by the
rapid escalation of the office vacancy rates.
Throughout the year we observed vacancy rates
rise across all office classes. According to the
Property Council of Australia’s (PCA) Office
Market Report, the Melbourne CBD overall
vacancy rate increased from 8.4 per cent to
10.4 per cent over the six months to 1 July 2021.
This can be broken down as 7.5 per cent for
the Premium grade vacancy, 11.7 per cent for
the A grade vacancy and 12 per cent for the B
grade vacancy. We expect these would have
continued to increase over the last half of 2021.
Accordingly, incentives have increased and
are now between 30 per cent and 40 per cent
depending on lease terms with face rents coming
under pressure due to limited of demand.
Outside of the Melbourne CBD, the St Kilda Road
office precinct saw the overall office vacancy
rate increase from 12.9 per cent in January
2021 to 16.3 per cent as at July 2021. More
specifically, the A grade vacancy rate is 17.5 per
cent, having risen from 9.9 per cent in January
2021, whilst in contrast, the B grade vacancy rate
remained relatively stable at 10.6 per cent having
risen only slightly from 9.7 per cent in January
2021. These trends were similarly observed
within the Southbank and Docklands precincts.
In the metropolitan market, leasing deal
activity across the metro office markets has

We expect to see a flight to quality out of the suburbs and fringe
CBD locations and into the high quality CBD office space
been limited since mid-March 2020, when the
impact of the pandemic was initially felt. Many
transactions that have emerged were negotiated
pre-COVID-19, with incentives and annual rent
review percentages experiencing the most
changes. For the most part, where leases are
expiring in the current market, tenants and
landlords are choosing to extend leases for a
short term 12 month period or continue on a
month to month basis at sometimes discounted
rents. Like the CBD, incentives for medium to
longer term deals have increased significantly, in
some case 35 per cent to 40 per cent net where
newly constructed buildings have high levels
of vacancy on completion. As the CBD vacancy
rates rise, along with incentives, we expect to
see a flight to quality out of the suburbs and
fringe CBD locations and into the high quality
CBD office space on offer for roughly the same
total occupancy cost. This is a typical occurrence
whenever CBD vacancy rates increase.

yields have remained stable and in some cases
continued to firm for well leased investments
in sought after locations with quality lease
profiles. The downside pricing risks are greatest
for the secondary office stock, particularly C
and D grade office space where buildings may
experience substantial vacancies for an extended
period. It is possible that we will see many of
these types of buildings being repositioned for
alternate uses such as residential.

COMMERCIAL
- OFFICE

Melbourne
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James Feeney
Valuer

With respect to capital markets, sale activity
was muted during the first half of 2021 whilst
activity increased substantially in the second
half once lockdown restrictions began to ease.
Foreign investors continued to play a role in
the institutional market whilst owner occupiers,
taking advantage of low interest rates, have
been the major players in sub $10 million
space. With respect to investment yields, prime
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Queensland - Office 2021
Throughout the past 18 months, the Brisbane
commercial office market has undoubtedly taken
a hit in some areas, but overall has showed
surprising resilience, particularly in niche market
sectors.
At the institutional end of town in the CBD and
fringe, there is significant pressure evident with
increasing vacancy levels, flat face rentals and
increasing incentives, all combining to drive
down effective rents. This trend is likely to
be sustained for a while until COVID-19 is well
behind us and workers return to the office on a
permanent basis. With the recently announced
opening of the borders, it is more likely that
optimism will start to return as owners come to
terms with a more stable post-COVID operating
environment.
Leasing agents have reported that most of the
office leasing take-up is for smaller, spec office
tenancies (sub 500 square metres), whilst office
requirements for larger tenancies (over 1000
square metres) remain very slow. On the whole,
face rental levels have remained fairly stable for
Prime and A-grade assets in the CBD and fringe
CBD, however incentive levels have increased by
circa five per cent with effective rents marginally
declining. Secondary office assets have struggled
to maintain pre-COVID face rental levels and
incentives have increased across most secondary
assets. With high vacancy levels, we will continue
to see effective rental rates for secondary assets
diminish in the foreseeable future.

Another sector of the market which is emerging is that of opportunistic
buyers looking for lower value fringe buildings with good bones, good
locations, good parking etc that can be refurbished.
The suburban office markets have been less
impacted and appear to have held their own since
the first lockdown that was imposed in 2020.
COVID-19 has created a real need for quality
suburban assets as businesses have trended away
from commuting into the CBD and have opted for
more flexible, local office arrangements.
Gross face rental levels for suburban properties
have remained fairly stable during the pandemic.
Incentives are less prevalent in the suburban
market than the CBD and fringe CBD markets as
supply is often limited and suburban face rental
levels are much more in line with fringe CBD
effective rental levels.
Leasing agents are still reporting that
leasing demand for suburban assets remains
positive for well-located commercial assets
that have good access to major commuter
routes, transportation, retail amenities (cafes,
restaurants and shopping centres) and strong
on-site car parking parameters. However,
secondary or dated office accommodation is
less sought after and larger incentives or lower
effective rental rates are necessary in order to
lease up.
On the institutional investment front, there have
not been many major office transactions in 2021,

but the overall consensus is that values have
generally been stable, with the lower effective
rents somewhat offset by tighter yields.
At the lower end of the price spectrum, sub-$20
million commercial properties have remained
a popular investment proposition in 2021 and
yields have broadly firmed circa 50 to 75
basis points in the past nine to twelve months,
particularly for well leased properties.

COMMERCIAL
- OFFICE

Brisbane
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The biggest movement we have seen in 2021
is in the owner-occupier market. There is very
strong demand at the present time from owneroccupiers for assets in the sub $7.5 million
category. Low mortgage rates have seen a
significant differential open up between the
costs of leasing and owning. The strong demand
has seen capital value levels increase by up to 30
per cent since the start of 2021.
By way of example, a refurbished, two storey
office building at 55 Anderson Street, Fortitude
Valley sold recently for $2 million reflecting a
rate in excess of $8,000 per square metre of
net lettable area. Buildings of this nature were
selling for 20 to 30 per cent less only twelve
months prior. This sale highlights the current
demand for quality office buildings.
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Over the course of 2021 the office market on the Sunshine Coast
has continued to experience relatively strong conditions.

Source: HTW

We are also seeing a number of short-term
leaseback arrangements (up to twelve months)
emerge in the current market.
Another sector of the market which is emerging is
that of opportunistic buyers looking for lower value
fringe buildings with good bones, good locations,
good parking etc that can be refurbished. The
demand across the board at the lower levels of the
market is driving capital value growth.
With a lack of alternative investments and the
yield spread between Brisbane and its southern
counterparts, the Brisbane commercial market
remains a very attractive investment for many
investors. Given the yield and interest rate
differential, it is likely that yields will continue to
firm in the foreseeable future.
In summary, there are still many uncertainties and
challenges in the office market. However, whilst
borrowing costs remain at an all-time low and
interstate migration continues to rise, we are likely
to continue to see strong sale results. Furthermore,
Queensland’s fortune in having sustained a minimal
COVID disruption and the recent announcement
of Brisbane as the host city of the 2032 Olympic
Games will set Brisbane up for significant
infrastructure investment over the next ten years.

March 2021 for an initial yield of 6.38%. There is
currently another lease unit in the building under
contract for 5.9%.

Edward Cox
Associate Director

Similarly, the Bundall office sub-market has
demonstrated positive trends moving through 2021.
Based on the Property Council of Australia’s July
2021 Office Market Report, vacancy within the submarket has trended downward to 7.2% (from 9.3%
in July 2020 and 8.5% in January 2021). Also,
rental rates across all grades have shown positive
growth, albeit at modest increments, and incentives
have generally remained stable.

Gold Coast
The office market in the central Gold Coast
appears to be faring reasonably well given the
challenges presented by the COVID-19 pandemic.
To a degree, part of this can be attributed to the
influx of southerners bringing in new businesses
and employees from Sydney and Melbourne
(Queensland having had the highest internal
net migration in recent times). This is bolstering
demand for office space where previously we
would have had cause for concern due to the home
office trend that sprang forth at the beginning of
the pandemic.
At the beginning of the pandemic, achievable
rental rates were substantially affected, although
recent rents have stabilized as the vacancy rate has
declined, albeit by a small margin.

Under current market conditions, rental rates for
D and C grade space ranges from circa $200 to
$300 per square metre per annum gross and up
to $400 per square metre per annum for B grade
space; the upper level for premium floor space is
approximately $500 per square metre per annum,
however higher rates are seen on occasion. These
rates are exclusive of car parking provisions which
generally range from $90 to $150 per calendar
month depending on whether open or secure
basement.

COMMERCIAL
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55 Anderson Street, Fortitude Valley

These factors are likely to continue to underpin
Brisbane’s commercial markets, irrespective of the
COVID uncertainties.
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It is fair to say however that the buoyant buyer
market has certainly outstripped the leasing
market this year, fuelled by the current low interest
rate environment.
Owner-occupiers have flooded the market as
buying can often be far cheaper than leasing and
investors are on the hunt for opportunities. Yields
for owner-occupier sales can be down as low as the
5.5% yield range. Investor sales are higher than
this, though also compressing. A recent example is
at Varsity Lakes where a strata title office sold in

130 Bundall Road, Bundall

Source: realcommercial.com.au
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Another notable sale is 130 Bundall Road, which
sold in August 2021 for $13.1 million. This is an older
but reasonable quality six-level office building
(3,720 square metres net lettable area) with single
basement (57 bays) and podium (28 bays) car
parking. The information memorandum prepared
for the sales campaign indicated occupancy of
84 per cent with a WALE of 1.9 years (by income).
The sale reflects a passing yield of 6.0%, with the
analysed yield calculated at 7.09% assuming a
7.5% permanent vacancy allowance. Interestingly,
the building last sold in January 2019 for $11 million.
This demonstrates a compound growth rate of
11.35% per annum over the period.

Over the course of 2021 the office market on the Sunshine Coast
has continued to experience relatively strong conditions.
Overall leasing market rates remained relatively
stable over the past 12 months, although incentives
have trended slightly higher in that time and are
now typically circa 20 per cent.
There have been a range of sales in the past 12
months, with headline sales generally summarised
as follows:

Month in Review
December 2021

◗ 13 Evans Street, Maroochydore sold in late
2020 for $5.9 million indicating a yield of
6.84% and $3,328 per square metre of net
lettable area. The property was circa 50 per
cent vacant.

Ryan Kohler
Director

Over the course of 2021 the office market on
the Sunshine Coast has continued to experience
relatively strong conditions. A range of sales was
noted and overall vacancy has continued to firm
with a number of larger office leasing deals being
committed over the past 12 month period.
The Property Council of Australia office market
is only updated in January each year for the
Sunshine Coast market and as at January 2021,
total vacancy was 13.2 per cent after strong
absorption of circa 10,000 square metres per
year for the two previous years. Overall evidence
suggests that vacancy will again drop in January
2022, however from our calculations it appears
that overall absorption will be slightly less than
previous years.

3 South Sea Islander Way, Maroochydore
54 Canberra Terrace, Caloundra
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Sunshine Coast

Source: realcommercial.com.au

Source: realcommercial.com.au

◗ 54 Canberra Terrace, Caloundra sold in March
2021 for $8.5 million indicating a yield of 6.43%
and $3,933 per square metre of net lettable area.
It was fully leased to three tenants.

◗ 3 South Sea Islander Way, Maroochydore
(Foundation Place) sold in March 2021 for circa
$31.2 million indicating a yield of 6.2% and
$6,892 per square metre of net lettable area. It
sold fully leased to 17 tenants.
These sales were on the back of a number of sales
in the $4 million to $8 million range that also
occurred during 2020 and indicate the growing
depth of market on the Sunshine Coast.

Given the COVID pandemic market conditions and
how that has affected most office markets across
Australia, dropping headline vacancy is considered
an outstanding result.
13 Evans Street, Maroochydore

Source: realcommercial.com.au

The sale of Foundation Place is the first
completed building in the SunCentral
development and is a record price for an office
building on the Sunshine Coast. A further three
office buildings in this precinct (including Council
chambers) are either under construction or in the
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Chris McKillop
Director

Cairns
The Cairns office market is relatively shallow
and has experienced limited new development.
The last large office building constructed in
Cairns was the state government office tower
completed in 2010. There have been several
smaller (sub-2500 square metre) tenant-initiated
design and construct projects completed,
however there are no known significant new
developments in the pipeline.
The recent redevelopment of the Old Masters
building into the new Centrelink premises has
made available some larger areas in different
buildings within the CBD, however there is
limited demand for larger tenancy areas at the
moment, with demand being mainly for smaller
quality areas, of which there are a limited
number available. An older 5000 square metre
building within the CBD has recently been
purchased and is in the process of an extensive
refurbishment which will bring around 2,500
square metres of as new space to the market and
this is satisfying that demand as it is providing
areas of any required size.
Quality green star rated premises of which there
are only a handful in Cairns achieve high levels of
occupancy and rent levels typically of $350 to $450
plus per square metre per annum gross. These
figures have remained stable throughout 2021.
Demand for lesser quality space remains limited and
there is an oversupply of quality non-inner CBD and
well exposed secondary space in the $225 to $300
per square metre per annum rental range.

The Cairns office market sector to date has
had limited fall out from COVID-19. Commercial
agents report that in the order of ten to 20 per
cent of office tenants requested and received
rental rebates. These were primarily smaller
tenancies, being the office component of tourism
businesses.
Shane Quinn
Managing Director

Townsville
Throughout 2021, the Townsville office market
moved through the bottom of the market cycle
and into the start of recovery phase with positive
sentiment overall in the commercial market and
increasing volumes of sale.
We are continuing to see healthy levels of owneroccupier activity in the sub $1 million bracket.
A large portion of this owner-occupier product
is circa 1980 style buildings which are being
purchased and renovated or refurbished to bring
them up to modern standards.
Investors remain active in the market with two
large CBD office transactions this year both
purchased by property trusts. The biggest sale
to date was a mixed use commercial complex in
the CBD that sold for $26 million. The property
sold fully leased with a WALE of five years and an
analysed net yield of 6%. The property comprised
a mix of office accommodation and retail. We have
also seen interest in the suburban office market
with these WALE driven sales typically analysing
in the 8% range.

Overall the office market in Townsville has
been relatively insulated from the impacts of
COVID lockdowns during the course of 2021,
and in fact since the start of the pandemic in
2020. Furthermore being a regional centre, our
office market does not typically experience the
same quantum changes in new floor space and
changing workspace dynamics as that of metro
centres, enabling this sector to continue generally
as status quo.
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Jason Searston
Director

Rockhampton
Rockhampton has historically had a stable office
market, due to the type of professionals who
service Rockhampton and the greater Central
Queensland area as well as the relatively stable
local economy. A typical office area requirement
in Rockhampton is less than 300 square metres,
with areas larger than this typically being
government-occupied.
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pre let phase and are likely to enter the market
over the next 24 months.

The letting market for good quality office
accommodation has remained relatively stable
over the preceding year due to Rockhampton
having a relatively stable base of professionals.
Secondary office accommodation has seen some
higher levels of vacancies with tenants generally
price point sensitive tenants. Due to the recent
increase in commercial activity in Rockhampton,
vacancies are gradually diminishing with limited
new supply to the market. Should vacancy rates
continue to fall, this may place upward pressure
on commercial rents, however we caution that the

Due to the recent increase in commercial activity in
Rockhampton, vacancies are gradually diminishing with
limited new supply to the market.
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From a sales perspective, the low interest rates
and increased economic activity have resulted in
greater activity from owner-occupiers who are
generally active up to $1 million, however with
greater liquidity below $0.5 million. Due to yield
compression in the larger capital cities, interest
for well tenanted properties is strong from both
local and non-local investors, but as always
tenant profile and lease covenant remain central
to investors’ decisions.
Richard Dunbar
Property Valuer

Gladstone
Gladstone has historically had a somewhat
volatile office market, with the need for office
accommodation heavily reliant on the resources
industry and projects within the greater
Gladstone area. The Gladstone local economy is
steadily improving, with some owner-occupiers
taking advantage of the low interest rates
to purchase properties. Local investors are
becoming more active in the market as well as
non-local investors seeking greater returns than
the heavily yield compressed capital cities. Tenant
profile and lease covenant remain central to the
investment market.
Most tenants for office accommodation require
less than 300 square metres and a preference is

for better quality office accommodation with car
parking. Secondary locations are tending to attract
price point sensitive tenants. With a number of
projects slated for Gladstone, the need for office
accommodation may increase, however the scale
and timing of these projects is not yet known and
it remains to be seen what impact they will have on
the office market.
Richard Dunbar
Valuer

Wide Bay
The broader commercial property market
throughout the Wide Bay performed well in 2021.
Leased properties proved to be the standout and
were in high demand, particularly properties leased
to large tenants on longer lease terms.
There was an increase in activity throughout the
Bundaberg CBD from both entry level owneroccupiers and larger multi-tenanted investment
stock. Investment activity throughout the
commercial sectors (particularly retail) was very
strong within Hervey Bay as well.
Local economic conditions throughout the Wide
Bay remain buoyant with a number of influencing
factors, including the recent announcement of
a manufacturing plant to construct 65 trains at
Torbanlea which is reported to support up to
800 construction and manufacturing jobs in the
Maryborough area.

Toowoomba
Office leasing demand in Toowoomba continued
to be subdued in 2021. Tenant demand has been
moderate over the past three years and declined
further last year when COVID-19 resulted in an
increased number of employees working from
home. Some office rentals have declined slightly
with rental incentives often required to secure
tenants.

Month in Review
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Market leading rents are usually required to make
new projects feasible. The mix of subdued leasing
demand and the recent increase in building costs
have made the feasibility of new developments
questionable. The only saving grace has been
the low interest rates and the firming of yields if
developers are fortunate enough to secure tenants.
COMMERCIAL
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ongoing strength of the Rockhampton economy
will be heavily reliant on interest rates, government
infrastructure spending and the ongoing strength
of agriculture and coal mining.

Investor demand increased further in 2021,
leading to historic low yields achieved for quality
commercial investment properties. Net yields
of between 5% and 7% have been achieved for
properties with quality tenants secured on long
lease terms. The lease premiums paid have often
exceeded the cash flow offered by the lease.
Owner-occupier demand has been moderate. This
has led to a significant difference in sale prices
between vacant and fully leased properties.
Ian Douglas
Director

Ben Harnell
Property Valuer

Local investors are becoming more active in the market as well
as non-local investors seeking greater returns than the heavily
yield compressed capital cities.
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South Australia - Office 2021
The Adelaide office market has seen little
disruption since the onset of COVID-19. As the
months pass, the market continues to improve.
Adelaide CBD vacancy rates have decreased 0.3
per cent to 15.7 per cent. The decrease is accredited
to the reduction in vacancy of new generation
prime office buildings, which since January have
recorded a 0.6 per cent decrease in vacancy, from
9.1 per cent to 8.5 per cent.

The market is expecting a record number of sales as investors
seek to acquire assets and there is a substantial amount of
capital currently fuelling the market.
The market is expecting a record number of sales
as investors seek to acquire assets and there is a
substantial amount of capital currently fuelling the
market.
A recent CBD office sale is 100 King William Street.
The building comprises 17 storeys of A-grade
office space located in the core of the Adelaide,
with 3,630 square metres of net lettable area. The
building settled in September for $65 million plus
+ GST, resulting in a dollar per square metre of net
lettable area of $17,906. Fully leased estimated net
income is $7,430,470, producing an analysed yield
of 11.42%.

Most of the new vacant space can be attributed to
the recent development of 108 Wakefield Street.
Prime office building vacancy would have fallen an
additional 0.9 per cent to stand at 2.4 per cent if
this building was excluded from the statistics.
Fringe office vacancy rates have also decreased 0.5
per cent to 10.7 per cent. The decrease was a result
of both prime and secondary markets experiencing
a reduction. The decrease in the secondary market
is associated with a withdrawal of stock. Due to
the small size of the fringe market, small changes
in stock have large impacts on the vacancy rate.
Prime rent has remained steady and secondary
rent has seen a slight increase in the fringe district.
As for CBD rents of office space, transactions below
show recent rents for secondary grade office space,
which have remained steady

The latest listing for A-grade office space is 97
King William Street with 15,115 square metres of net
lettable area. It is currently fully occupied with a
WALE of 4.9 years and producing an estimated net
rent of $2,008,918.

100 King William Street, Adelaide 

Sale Date

Sale Price
($)

Lettable
Area (m2)

93 Carrington Street, Adelaide

23/4/2021

1,770,000

307 Pultney Street, Adelaide

21/06/2021

1,770,000

202 Halifax Street, Adelaide

13/05/2021

2,000,000

Address
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Adelaide
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Source: realcommercial.com.au

Rent Per
annum ($)

Market
Yield (%)

Rent ($/
SQM)

406

118,300

5.64

291

336

104,450

5.25

310

659

139,150

5.59

211

The Adelaide CBD is receiving substantial interest
from blue chip companies and government entities
as large portions of A-grade office space has been
acquired throughout 2021. Examples include SA
Water, which recently renewed its lease of 250
Victoria Square with net lettable area of 17,477
square metres and Renewal SA, which has locked in
1,452 square metres for ten years at 11 Waymouth
Street.
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40,000 square metres of office space and CBUS’s
17-storey, A-grade tower at 83 Pirie Street with
30,000 square metres of office space.

Month in Review
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In retrospect, the South Australian office property
market has not suffered as much as the larger
Australian cities and remains relatively stable. The
Property Council / ANZ survey has revealed that
national industry confidence was at 130 points
in the September quarter, a decline of 9 index
points from the June 2021 quarter. A score of 100
is considered neutral. Aside from the decline, the
September quarter’s confidence is a promising sign
compared to September last year which recorded
82 index points.
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Chris Winter
Commercial director

Figure 2: 97 King William Street, Adelaide 

Source: realcommercial.com.au

As the market continues forward, yields for prime
assets within the CBD continue to firm with a
current range between 5.00% and 5.75%. Strong
demand prevails for properties offering long term
lease covenants. Limited space available within new
generation prime buildings due to the lack of any
new supply is likely to cause vacancies to decrease
across older generation prime buildings at least
until 2023 when new office supply arrives.
Currently there are three office developments
under construction which will provide an additional
116,500 square metres of office net lettable area.
Two of these have already partially secured tenant
pre-commitment, being Charter Hall’s A-grade,
14-storey building at 60 King William Street, with
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Western Australia - Office 2021
As the 2021 calendar year draws to a close and we
look back at the performance of the Perth office
sector, market conditions were largely subdued
however signs of life slowly emerged in the latter
half of the year.
The most recent Property Council of Australia
Office Market Report indicates Perth’s CBD total
vacancy rate decreased from 19.9 per cent to 16.8
per cent in the six months to July 2021, coinciding
with 46,206 square metres of stock being removed
from the market during the same period. Net
absorption however was well above the historical
average at 19,697 square metres.
Surprisingly the vacancy rate in West Perth also
dropped from 22.1 per cent to 19.1 per cent over
the same period but this was attributed to new
tenant demand predominantly from the mining and
resources sector.
Whilst the above statistics offered some hope
that the office leasing market had bottomed out
during the year, visible vacancy remained evident
in Perth’s traditional office districts. Statistically
speaking, West Perth still holds the title of the worst
performing non-CBD office locality in Australia.
It would appear that businesses cautiously
embraced a work from home policy, or at the very

least provided greater flexibility for employees as
to their preferred working environment.
Employees, retaining a need for collaboration,
problem-solving and social interaction continued to
demonstrate a need to return to the office, however
a majority of workers indicated a preference to
work from home, despite the obvious distractions,
citing improved productivity by avoiding the daily
commute and a better work-life balance.
Perhaps as a consequence, our team noted that
demand for large scale floor plates greater than say
500 square metres diminished considerably with
such premises proving difficult to lease, even with
significant incentives or discounted face rents.
What became clear was that a two tier market
emerged as companies took advantage of the
considerable incentives on offer to relocate to
premium and A-grade accommodation whilst
lesser grades were left languishing with minimal
enquiry in this space, particularly in the fringe East
and West Perth markets where deals below $100
per square metre per annum net (effective) were
commonplace.
In terms of capital transactions, the questionable
financial strength of incumbent office tenants
brought on by the pandemic saw investors tread
carefully in the first few months of the year. Until

recently, it appeared that prospective buyers in
this sector had shelved acquisition plans unless
presented with distinct value-add opportunities that
may offer longer-term benefits, however there was
a spate of sales of office buildings in West Perth
during the final six months of the year.
It seemed the West Perth market had emerged
as an opportunity for the astute, high net worth
investor to acquire an older building and embark
on a refurbishment program, perhaps with a view
to securing tenants ahead of the next upswing in
this sector.
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Perth
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Generally for older office premises across Perth,
refurbishment was prevalent and under prevailing
market conditions, viewed as a necessity in order to
compete for a limited pool of prospective tenants.
Construction activity in this sector not surprisingly
was almost non-existent.
Against a background of a robust mining
and resources sector together with the state
government’s successful record in keeping
COVID-19 outside Western Australia’s borders,
there is cause for some optimism in the office
property sector as we say goodbye to 2021.
Greg Lamborn
Director

Perhaps as a consequence, our team noted that demand for large scale floor plates greater than say
500 square metres diminished considerably with such premises proving difficult to lease, even with
significant incentives or discounted face rents.
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Northern Territory - Office 2021
Darwin
There have been relatively few surprises in the
Darwin office market in 2021. General conditions
remain flat, which is consistent with conditions
pre-COVID.

There does not appear to be any reason to expect
a major shift in market conditions for office space
in the CBD. There are no cranes in the sky in the
CBD (although the construction of the new Charles
Darwin University campus is now underway) and
similarly there is no significant change in demand
expected.
Terry Roth
Director
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Much depends on the policies of the NT
Government which is the dominant tenant in this
sector. At this stage it is very much business as
usual as most government office workers continue
to commute to the office and the work from home
trend is less evident than in larger cities.

Month in Review
December 2021

25 Parap Road Parap

Source: commercialrealestate.com.au

Although Darwin has experienced short periods of
lockdown, these have been manageable without
any discernible effect on office market rents or
values.

Although Darwin has experienced short periods of lockdown,
these have been manageable without any discernible effect
on office market rents or values.
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National Property Clock: Industrial
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Entries coloured purple indicate positional change from last month.

Brisbane
Ipswich

Adelaide
C’berra/ Q’beyan
Coffs Harbour
Echuca
Geelong
Hobart
Illawrra

Mackay
Melbourne
Newcastle
Rockhampton
Sydney
Townsville

Bundaberg
Cairns
Gladstone
Hervey Bay

Horsham
Mildura
Perth

PEAK OF
MARKET
Approaching
Peak of Market

Starting to
Decline

DECLINING
MARKET

RISING
MARKET

Start of
Recovery

Approaching
Bottom of Market

BOTTOM OF
MARKET

Central Coast
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Ballina/Byron Bay
Gold Coast
Lismore
Southern Highlands
Sunshine Coast

Orange

Alice Springs
Darwin
South West WA
Toowoomba

Liability limited by a scheme approved under Professional Standards Legislation.
This report is not intended to be comprehensive or render advice and neither
Herron Todd White nor any persons involved in the preparation of this report
accept any form of liability for its contents.
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New South Wales - Industrial 2021
The industrial market in Sydney has grown
consistently in 2021. A shortage of supply and
favourable economic conditions have seen values
being driven up and the competition among buyers
has been very strong.
The industrial precincts closest to major
infrastructure have performed best and have
strongly increased in price since the initial
pandemic lockdowns of 2020. Prime locations are
leading the charge.
A recent sale in Revesby attracted a rate of over
$6,000 per square metre and a passing yield of
3.05% net. A similar but just slightly bigger unit
sold in the same complex in early 2021 for $4,000

The pandemic doesn’t seem to have impacted industrial anywhere
near the extent it has other sectors.
per square metre and a net passing yield of 4.11%.
This example shows just how strong the industrial
market is and the low yields being accepted.
Looking back to the start of the year, the industrial
market was going through a period of strong
growth. Yields were tightening as overall capital
values increased. The outlook in early 2021 for
Sydney industrial remained optimistic. There
was some caution around the strong increases
in values but generally the demand and supply
factors indicated that there would be continued

growth. The pandemic doesn’t seem to have
impacted industrial anywhere near the extent
it has other sectors. Looking back, it seems the
industrial market managed to continue to grow
throughout 2021 due to the increased demand
for locally produced goods and the increase
in online shopping and therefore the need for
logistics, combined with a lack of supply and cheap
borrowing costs.

COMMERCIAL
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Sydney
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Angeline Mann
Director

Newcastle
As 2021 comes to a close, it is time to reflect on
the industrial market over the past 12 months. In
what has been a challenging time in other asset
classes, industrial has led the way and continues
to gain momentum. The number of new strata
developments, particularly in precincts close
to the city centre, has been surprising. Whilst
historically these units have been for commercial
use, storage for tradespeople, business premises,
etc, we are now seeing units in the 100 to 150
square metre size range being utilised for
personal storage. Owner-occupiers with a need
for commercial or personal space requirements
have combined to create a demand for space
that stock levels are struggling to accommodate.
The result of this has been a solid increase in per
square metre rates, especially in these smaller

60 Marigold Street, Revesby

Source: realestate.com.au
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On the investment front there have been recent
sales of larger industrial sites that are showing a
compression of yields. A recent sale of some note is
5 Walker Street, Warners Bay, which is a 14 tenant
industrial complex with a floor area of 4,233 square
metres. This property sold in September 2021 for
$7.82 million at a passing yield of 5.50%. Across
the sector in the region yields in the range of 6%
to 7% are still the norm, however, there is evidence
to suggest that yields in the sub 6% range are
becoming more common.

5 Walker Street, Warners Bay

Source: realcommercial.com.au)

The year started with an outlook for favourable
conditions in the industrial sector and the results
across the past 12 months have supported this
outlook. The industrial property market across the
Newcastle region continues to steam ahead and it is
anticipated that the strength of this sector will be a
factor in at least the early part of 2022.

Month in Review
December 2021

Wollongong
The industrial market throughout the Illawarra
region continued to go from strength to strength
over the course of 2021 with many participants
pondering how much more growth is left in
the tank. While we were forecasting continued
strength in this segment at the start of the year,
the robustness has been somewhat surprising in
the face of the COVID-19 outbreak and restrictions
imposed in the middle of the year.
Land and building supply across all locations
remains very limited and demand is apparently not
yet exhausted even within the newly completed
small bay business park complexes in Bellambi,
Unanderra and Port Kembla which are now all fully
sold out. Recent sales hovered near $3500 per
square metre and local agents forecast rates to
test $4000 per square metre in the not too distant
future.

66 West Dapto Road, Kembla Grange

Source: realcommercial.com.au

In essence, anything industrial did well in 2021 with
new benchmarks set for land and building rates and
yields. The momentum in this market is significant.
What can hold this segment back as we sail into
2022?
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units. The units are selling off the plan in almost
all cases.

Scott Russell
Director

Investment sales throughout the year have been
scarce purely because of the lack of available
assets. The industrial focused and land rich D&D
portfolio that sold in one line to REIL Dealership
Bonds through Knight Frank was the most
significant transaction at $46.5 million, followed
by 66 West Dapto Road, Kembla Grange, a large
land site of 12.13 hectares that sold through MMJ
to a developer for future subdivison for $20
million.

Scott Beker
Valuer

The number of new strata developments, particularly in precincts
close to the city centre, has been surprising.
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Victoria - Industrial 2021
Melbourne’s industrial market has been extremely
buoyant in 2021. The increase in e-commerce
has accelerated due to the COVID-19 pandemic
and in turn has had a major impact on floor
space demand. The growth of online retail has
further driven the demand for warehouse and
distribution properties from a widening range
of industries. This e-commerce and associated
transport and logistics activity and demand,
coupled with extended pandemic restrictions and
lockdowns and a low interest rate environment,
has put downward pressure on yields, seen vast
land value increases across the board and a
strengthening of face rentals.
Throughout Quarter 3 of 2021, leasing activity
remained high with an increased requirement for
warehouse space to decrease the disruptions in the
supply chain (including elevated shipping costs and
slowed shipping traffic). Many of the major retailers
and wholesale businesses have needed to increase
the storage requirements of their operations to
meet the increased stock volumes. This has had a
direct impact on take-up demand in Melbourne’s
major industrial markets.
This increased activity has resulted in a shortage
of prime grade stock. This has been particularly
felt in Melbourne’s south-eastern market. The flow
on effect is the increased pressure on secondary
stock, with stock volumes dropping to their lowest
levels since 2011-12.
The demand for new space has further contributed
to consistent rises in industrial land values across

metropolitan Melbourne. The value of sub 5000
square metre and one to five hectare lots has risen
from between 25 per cent and 35 per cent from
the beginning of 2021. A record increase in new
development, particularly in Melbourne’s west, is in
the pipeline for later this year and well into 2022,
with a shortage of available serviced industrial
zoned land supply continuing to drive up land
values. This year we have seen land values break
through the $600 per square metre barrier and this
trend is expected to continue with a perceived fear
of missing out.
After remaining stable for the past couple of
years, rental rates started to grow throughout
2021. This has occurred gradually and has
been driven by the western and south-eastern
industrial markets in particular. From the start of
2021, rents have increased by near five per cent
across the board and are expected to continue
with supply issues, competition and demand and a
shortage of stock.
In conclusion, we highlight a notable industrial
sale which occurred in August 2021. The property
is located at 235-239 Boundary Road, Truganina
and sold for just under $70 million for a 33,358
square metre facility on over 57,300 square
metres of land.
This logistics hub, bought by GPT Group,
includes 31,306 square metres of high
clearance warehousing, modern corporate
office accommodation with staff amenities of
approximately 2,052 square metres, 13 roller
shutter doors and eight recessed loading docks

235-239 Boundary Road

Source: realcommercial.com.au
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with canopies. This sale indicated a lettable area
rate of $2,097 per square metre of lettable area.
A property at 110 Northcorp Boulevard,
Broadmeadows was purchased by Centuria
Industrial REIT for a reported $37.1 million price tag.
This is a 15,704 square metre manufacturing facility
which was 100 per cent leased to Rollease Acmeda
on an 11.4 year WALE and an initial yield of 4.90%.
This sale indicated a lettable area rate of $2,362
per square metre.
These transactions highlight the strength of the
industrial market we are currently experiencing
and this trend is expected to continue for the
foreseeable future.
Nick Michael
Director
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Queensland - Industrial 2021
Looking back to early 2020, Australia was still
coming to terms with the current and anticipated
effects of COVID-19 on the economy and
property market as a whole. The investment
sentiment at the start of the year was relatively
uncertain and hesitant, however as the
pickup in online shopping and discretionary
spending occurred, investors soon realised the
forthcoming boom in the global industrial and
logistics sectors.
The year to date has seen the industrial
investment market go from strength to
strength, characterised by record levels of
yield compression, capital value growth and
elevated levels of investor and owner-occupier
activity which has induced a major reallocation
of capital in many investors’ portfolios. As at
February 2020, many professionals were under
the impression that the industrial market was at
its peak, however there has been little movement
on the property clock since. Whilst the year is
yet to come to a close, the performance of the
industrial and logistics sector to date has been a
standout amongst all other sectors, rejuvenating
the sector as a defensive investment option and
as a crucial addition to any investor’s portfolio.
Demand for household goods and services,
discretionary and non-discretionary items and
global manufacturing, coupled with global
supply chain disruptions, induced one of the
largest surges in investment activity on record.
In Quarter 2 2021, sales volumes across the

The strength of the industrial market was never going to be questioned
coming into this year with record low interest rates and international
trade being major drivers in the performance of the sector.
Australian industrial sector totalled $8.3
billion, subsequently slowing to $2.2 billion
in the following quarter. More locally, the
Brisbane and outer LGAs have followed suit.
As at 1 November 2021, the total value of sales
equated to approximately $3.04 billion which
was largely attributable to the high levels of
activity within the greater Brisbane area. This
reflected a 42 per cent increase in sale volumes
in comparison to 2020 and a 47 per cent
increase from 2019 which is largely driven by
the institutional market. Interestingly, the total
number of sales is currently almost equivalent
to those in 2020 which illuminates the increased
transactional activity for assets at high price
points and presence of larger trusts, REITs and
superannuation funds.

IwwSource: HTW

The investment market for industrial properties
has been the standout amongst all asset classes
in 2021 as investors flock to gain exposure
to the sector. Yields were forecast to range
from circa 5.50% to 7.00%, however returns
demonstrated a further 50 to 100 basis point
compression. The current yield trend has been
largely influenced by the positive cash flow
attributes brought about by the low interest rate
environment, as well as the demand for strong
tenant covenants with long WALEs providing
secure income streams in somewhat volatile
economic conditions. Throughout most of the
year, industrial yields for well located, prime
assets have ranged from 5.00% to 6.50% which
reflects significant compression from levels
experienced in circa 2019.
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Secondary assets however have exhibited
generally softer yields due to the inferior
locations, shorter lease terms and lower
achievable rentals. On the extreme end of the
spectrum, the recent sale of the 1,500 square
metre warehouse at 34 Mineral Sizer Court,
Narangba for $5.43 million highlights this
insatiable demand. This acquisition reflected
a passing yield of 4.15% and a rate per square
metre of $3,603 which are unprecedented
metrics for an asset of this nature, noting that
the property sold at auction.
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Source: Realcommercial.com.au

The institutional market has been the best
example of yield compression and has been
very active over the past 18 months, offering
returns ranging from circa 4.00% to 5.25%.
This is superior to that of other states which
have exhibited 4.00% to 4.50% yields in their
comparable markets. One example is the recent
industrial portfolio acquisition from the Centuria
REIT (ASX:CNI). This comprised eight assets
across Australia for a collective value of $351
million with a 3.8 year blended WALE, reflecting
a passing yield of 4.10% with no vacancy.
When these yields are compared to the current
commercial debt funding available at circa 2.00%
to 3.00%, it would be prudent for any savvy
investor to capitalise on these profit margins.
Investors should be wary however that interest
rates are showing early signs of uncertainty with
the inflationary pressures in the United States
and fixed rate movements at a local level. With
margins ever so slight, caution should be applied
in the event of future movements.
The industrial rental market has been relatively
stagnant over the past few years, however with
capital values rising and the scarce supply of
well-located assets on the market, we are seeing
early signs of rental growth. This is best seen

If the industrial market had the benefit of
hindsight, the outlook for the sector would
have differed in comparison to late 2020,
however many experts were also accurate
in their forecasts. In prior years, secondary
industrial locations were often disregarded due
to the challenges surrounding the feasibility
of the development with little confidence for
the completed product. As many investors,
developers and industrial users have been driven

out of prime areas, the appeal of secondary
industrial locations has increased. Development
feasibilities were hard to justify prior to 2021,
largely due to the stagnation of rents, however as
demonstrated through increased land values, this
is exceeding expectations from 12 months ago.
The strength of the industrial market was never
going to be questioned coming into this year with
record low interest rates and international trade
being major drivers in the performance of the
sector. It is clear that the current environment
is heavily contingent on the current economic
conditions and confidence, however early signs
of interest rate movement may begin to raise
concerns regarding the sustainability of the
current investment climate.
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David Walsh
Director
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34 Mineral Sizer Court, Narangba

through the prevalence of leaseback agreements
and pre-committed leases which highlights
the current contraction of vacancy rates and
difficulty securing a premises. Notable leases
recently struck include 19 Chapman Place, Eagle
Farm to a government tenant paying $145 per
square metre of GLA per annum net. Previously,
this same building was leased at a rate of $125
per square metre which commenced in 2015 and
a neighbouring property was leased in 2018 for
$120 per square metre, best demonstrating the
effects of current supply and demand factors
on leasing demand. There have been plenty
of examples throughout the Brisbane area in
recent months demonstrating increased rentals
compared to this time in 2020. The TradeCoast
continues to be the prime industrial precinct
in Brisbane; Eagle Farm in particular is on
the cusp of some major gentrification with a
number of older properties being purchased for
redevelopment. At the land values being achieved
by vendors, developers will have no choice but to
raise rental levels to make these redevelopments
feasible.

Gold Coast
2021 will certainly be one to go down in the records
books for the Gold Coast industrial market.
Starting in the north, the Yatala industrial region
has really gained a head of steam since mid-2020
after the initial shock to the market following the
COVID-19 pandemic (which in hindsight was a mere
hiccup). Over the course of 2021, demand for land
and buildings has been strong and the lack of
shovel-ready serviced lots created an imbalance
between supply and demand metrics, fostering
strong growth in land values.

The strength of the central Gold Coast industrial market is
particularly evident in the current demand for industrial
strata units.
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Source: Turner Property Investing

Mixed-use development at Calabro Way, Burleigh

Turners Industrial Estate, Yatala

Source: Turner Property Investing

The combination of the above factors, together
with increased construction costs, interest rates
remaining at historically low and fear of missing
out becoming the new buzz phrase, have also
resulted in record low investment yields being
accepted by the market. This has particularly been
the case for properties with a lease expiry profile
of circa five years or more, however this is now
also anecdotally flowing to lower WALE properties
as well. While in 2020 freestanding buildings
typically transacted on yields in the order of 6.5%
to 7.0% in the Yatala region, this has since firmed
to 5.5% to 6.0%.
The strength of the central Gold Coast industrial

market is particularly evident in the current
demand for industrial strata units. There has been
a moderate amount of new stock introduced to
this market over the past two years, primarily
within Burleigh Heads, the developing Gold Coast
Logistics Hub in Arundel, and more recently
within the new City Links estate in Carrara. This
new stock is being readily absorbed, with many
complexes selling out off the plan. 2021 has
seen strong value levels being experienced and
has been evident for both smaller units with low
quantum values and larger units with price points
of $1 million plus.
Whilst the strata industrial market on the Gold
Coast had traditionally been largely dominated by
owner-occupiers, since the onset of the COVID-19
pandemic, there has been a renewed focus on
this market by investors. This dynamic has been
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Turners Industrial Estate, Yatala

Source: commercialrealestate.com.au

exacerbated by strong interest from interstate
investors (often mediated through buyers agents),
as current investment yields in the local Gold
Coast industrial market are considered attractive
by national comparison. However, under current
market conditions, it is not uncommon to see leased
strata units with short lease expiry (less than three
years) also sell on a sub 6.0% analysed yield.
The southern Gold Coast industrial market has
been a star performer over 2021 and certainly
contradicted any negative expectations
since the onset of the pandemic, even more
resoundingly than the central and northern
industrial areas. Land values have climbed
north of $900 per square metre in some cases
for small to medium size lots being pursued for
developments of modern strata unit complexes.
This has translated into much higher unit
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The rate of land value growth has been astounding;
by some measures this has anecdotally been
greater than 30 per cent since pre-pandemic
levels. For example, 3 Rina Court, Varsity Lakes
sold in April 2021 for $906 per square metre (over
1600 square metres in size). The site has since
been marketed as the sale of 11 architecturally
designed mid-century man-caves.
The question remains whether the Gold Coast
industrial market is peaking. It certainly feels like
there is no more room to grow, however without a
fundamental shift in the supply of land or a critical
change to investor demand, it may have some way
yet to run. Only time will tell.
Ryan Kohler
Director

Townsville
At the start of the year, Townsville’s industrial
market was gaining momentum on the back of
continued improvement in the mining support
service and transport and warehousing sectors.
This was expected to continue throughout 2021
although the speed at which it gathered pace in
the later stages has surprised many.
Industrial sales to September 2021 have already
exceeded the total number in 2020, averaging
almost 25 sales per quarter (compared to 11 in the
same quarters last year). The industrial sector
is now outperforming the broader commercial
property sector. Our analysis shows industrial
sales comprise a compositional volume of over
60 per cent of the total analysed non-residential
transactions in 2021.
An elevated regional focus from southern
investors atop the emergence of buyers’ agents

This was expected to continue throughout 2021 although
the speed at which it gathered pace in the later stages has
surprised many.
in the local market has resulted in a distinct
separation in the market. It appears that investors
are becoming increasingly indiscriminate and a
fear of missing out mentality is pushing up prices
and possibly creating a false ceiling. Herron Todd
White analysis reveals sharp yield compression
of 100 basis points over the last 12 months with
most sales now demonstrating an analysed yield
spread of 7% to 8%. The prevalence of lease-back
arrangements in the established sub $1 million
market has also started to place upward pressure
on existing owner-occupier value thresholds.
Industrial rents remained relatively stable
throughout 2021 although vacancy levels have
tightened. Vacant land has also been absorbed
leading to a recovery in land rates but rising
construction costs and supply chain issues
present a significant hurdle to new development
leading into 2022.
Overall, 2021 saw the industrial market start off
strongly and finish even stronger.
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manufacturing and rural sectors are largely
unaffected, however businesses associated
with sectors including sporting and events hire,
hospitality and accommodation have experienced
cash-flow issues with many seeking relief under the
COVID-19 Commercial Leasing Code of Conduct.
Properties with rental reduction agreements in
place are likely to experience a decline in adjusted
capital values and a reduction in market appeal to
investors.
The past twelve months have seen strong demand
from investors with premiums achievable for assets
with good tenants on long lease terms. Historically,
net yields in Toowoomba have ranged between 8%
and 9% for fully leased properties, however sales
over the past twelve months indicate a firming of
yields for properties with quality tenants and a
strong lease expiry.

COMMERCIAL
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and freestanding building sale rates also, in
comparison to other locations.

Major sales of note in Toowoomba over the past
year:

Jason Searston
Director

Darling Downs/Toowoomba
Our prediction for 2021 was for continued fallout
associated with the COVID-19 pandemic, noting
that the industrial market was in a far better
position than the retail, food, accommodation
and entertainment sectors, where there has been
reported disruption to some lease payments and
transaction settlements in the Toowoomba market.

339-351 Anzac Avenue, Harristown

Source: commercialrealestate.com.au

Industrial tenants in the coal seam gas,

25

◗ 339-351 Anzac Avenue, Harristown: $8.5
million in January 2021. A modern industrial
facility on 2.17 hectares with a lettable area of
3,286 square metres. New lease to Savanna with
an unexpired ease term of 4.54 years. Passing
net yield of 6.88%.

Month in Review
December 2021

◗ 13-17 Kimberley Court, Torrington: $3.4 million
in February 2021. A semi-modern industrial
facility on 1.49 hectares and a lettable area of
1,230 square metres. Sold with a lease to Lindsay
International with an unexpired lease term of
4.07 years. Passing net yield of 7.12%.
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◗ Lot 11, 57 Heinemann Road, Wellcamp: $7.2
million in November 2020. A modern industrial
facility on 1.62 hectares with a lettable area
of 3,956 square metres. Sold with a lease to
NuFarm/Croplands with an unexpired lease term
of 7.80 years. Passing net yield of 6.97%.
◗ 275-283 McDougall Street, Glenvale: $23
million in September 2020. A modern industrial
facility on 3.5 hectares with a large office
component. Lettable area of 6,471 square
metres. Sold on a leaseback basis for an initial
term of nine years. Passing net yield of 6.74%.
While the investor market is strong, anecdotal
evidence suggests leasing enquiry has been
subdued which tends to have a negative impact on
vacant or owner-occupied properties with extended
lease-up periods applied for valuation purposes
when assessed on a vacant possession basis.
The reduced enquiry levels is reflected in higher
vacancy levels in the Toowoomba industrial
precincts and a trend towards increased incentives
offered to attract tenants.
Ian Douglas
Director
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South Australia - Industrial 2021
Adelaide

The influx of interstate investor purchasers conditioned to lower
returns on the eastern sea board appear to be entering the SA
market and placing downward pressure on yields.

The Adelaide Industrial sector continues to perform
steadily, with average rents on the rise and a strong
investor demand for industrial assets.

Newly constructed industrial supply totalled
55,800 square metres at July 2021 (JLL). Supply
has fallen from 2020, previously recorded at
200,000 square metres. However, it is expected
that annual supply should surpass 100,000 square
metres before the end of the year.
This is due to 55,100 square metres of new
industrial supply which is contributed by several
projects currently underway, all of which are
forecast to be released to the market before the end
of the current year. Pelligra has already pre- leased
14,000 square metres to Auscold for a cold storage
warehouse at 134-140 Purling Ave, Edinburgh.
Occupier demand has increased significantly in
2021, agents active in this area are reporting gross
take-up for the year is already at 35 per cent higher
than the previous year’s total 133,400 square
metres (JLL). This is due to nine major occupiers
each premise, collectively contributing to 43 per
cent of the gross take up.
The market shows land values have seen an
increase in 2021 as the opportunity to secure well
situated industrial land diminishes. Anecdotally we
are seeing an increases of close to 25 per cent in
industrial land values across all precincts. It’s being

reported that land values now sit at an average
of $291/sqm for sites with areas less than 5000
square metres and sites with areas between one
and five hectares have an average land value of
$167/sqm (Knight Frank). In reference to 2020, land
values for sites less than 5000 square metres sat
at $233/sqm and $145/Sqm for sites between one
and five hectares, both on average.

COMMERCIAL
- INDUSTRIAL

Data indicates most occupiers are choosing existing
space over new buildings for their accommodation
needs.
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While land demand this year hasn’t yet translated to
strong rental increases for secondary assets, prime
rents are on the gradual climb and we are seeing
a reduction in the use of incentives but secondary
rents appear to remain level with 12 months ago.
Conversely investor demand is strong which has
seen the average prime yields decrease across
all precincts over the last 12 months, especially in
the North West precinct, where prime grade yields
decreased on average to a range of 5.0% to 6.0%.

1052 Port Road, Albert Park

Source: Realcommercial.com

RECENT SIGNIFICANT LEASING AGREEMENTS BEING REPORTED
Occupier

Property

Precinct

Size (Sqm)

Net Ret ($/Sqm)

Term

BRI International

7-78 Purling Ave, Edinburgh

Outer North

19,561

80

5

CTI Logistics

122-132 Purling Ave, Edinburgh

Outher North

17,493

85

5

Winning Group

2/853-867 Port Road, Woodville

Inner West

7,372

97

4

Snowy’s Outdoors

87 Jervois Street, Torrensville

Inner West

5,355

91

5

Source: Knight Frank Research
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The influx of interstate investor purchasers
conditioned to lower returns on the eastern sea
board appear to be entering the SA market and
placing downward pressure on yields. In particular
online auctions have begun to have an impact.
This method of sale and its impact can be directly
attributed to the impact of COVID and the shifting
risk appetite for not just Industrial assets but the
SA market.
As part of the June Month in Review 28 Park
Avenue, Woodville North, a 4900 square metre
warehouse with on a substantial site of 1.3 hectare
site was highlighted as an investment opportunity. It
currently possesses a tenant generating a net rental

income of $479,874. With four years remaining of
a five-year term and an option to renew for another
five. The property sold in November for $7 million
generating a yield of 6.86%

COMMERCIAL
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18-24 Kesters Road, Para Hills West

A recent industrial sale was 1052 Port Road, Albert
Park, the 18,488 sqm allotment sold via Burgess
Rawson online auction for a sale price of $16.1
million. Improvements consisted of an old style sawtooth warehouse with 6718 square metres of floor
space. The sale achieved a passing yield of 3.59%.
Additionally, 18-24 Kesters Road, Para Hills West,
a 1672 square metres warehouse of sold for $5.38
million on the 10 August 2021, again via Burgess
Rawson achieving a passing yield of 4.09%
Overall, South Australian Industrial property is
highly sought after by investors and the market
remains competitive, over the course of the year
the market has remained stable with promising
construction offering new supply until the end of
the year.
Chris Winter
Commercial director

28 Park Avenue, Woodville North

Source: Realcommercial.com
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Western Australia - Industrial 2021
As the 2021 calendar year draws to a close, the
industrial property market in Western Australia has
solidified its position as the best performing of the
three primary asset classes.
Leasing demand for industrial premises
strengthened throughout the course of the year
especially for modern high-quality fabrication,
transport and logistics facilities with such
properties in limited supply. Face net rental rates
(i.e. before any incentives) for such premises of
upwards of $100 per square metre per annum were
often secured.
Demand for older style stock also began to show
signs of life again with a slow but steady take
up of space which had previously sat vacant
for a prolonged period. Much of this stock had
however been subject to compliance upgrades and
specification enhancements.
Nonetheless tenants appear to demonstrate a
preference to enter into design and construct
agreements, often at inflated rental rates having
been negotiated on a formulaic basis as a
percentage of total construction cost (i.e. economic
rents) as opposed to market fundamentals.
Arguably a two-tier market (design and construct
versus existing stock) emerged.
Such new construction activity was prevalent in
recently created industrial land estates such as the
Tonkin Highway Industrial Estate in Bayswater and
Roe Highway Logistics Park in Kenwick, however
the volume of construction was constrained by a

finite supply of land in these estates and other core
industrial precincts.
Land in both the Tonkin Highway Industrial Estate
and the Roe Highway Logistics Park either sold
out or was retained by the original developers for
design and construct leasing opportunities.
During the latter half of the year, industrial
land values in secondary industrial estates
demonstrated positive market movement for the
first time in many years on the back of a shortage
of stock in the core estates. Transactions in
established, secondary industrial estates such as
Maddington and Armadale demonstrated marked
price increases compared to historical numbers for
similar products.
Sales in the more recently created land subdivisions
such as Forrestdale Business Park suggested
growth of between five and ten per cent in land
values during the year however it is the upturn in
demand which was most pronounced.
Land released adjacent to major infrastructure
projects including the NorthLink WA and
Forrestfield Airport Link was met with good enquiry
and also assisted to trigger new construction
projects.
From a purchase perspective, demand for builtform industrial property also improved and the
volume of transactions lifted compared to 2020.
Led by an influx of eastern states-based buyers,
demand continued to strengthen for modern,
securely leased investment property on the back

of the prevailing low interest rate environment
leading to further yield compression over the past
12 months. Prospective buyers appear to remain
focused on the financial strength of the tenant, the
length of agreed lease terms, prospects for rental
growth and depreciation benefits. Where all or a
majority of these criteria were met, sub 5% yields
were achieved.
The rise of e-commerce after the disruption to
normal business operations caused by the COVID-19
pandemic has put the spotlight firmly on logistics
facilities. These facilities are likely to become more
prevalent in Western Australia to meet customer
delivery expectations and accord with advances in
technology.
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Perth
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The residential property market in Perth
experienced strong conditions during the year
fuelled by the prevailing low cost of debt funding
and increased consumer confidence, together with
government stimulus packages. Those companies
supporting the residential construction sector
began to seek alternative, larger scale premises.
Against a background of a robust mining
and resources sector together with the state
government’s successful record of keeping
COVID-19 outside Western Australia’s borders,
there is cause for even greater optimism in the
Perth industrial property sector as we say goodbye to 2021.
Greg Lamborn
Director
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Northern Territory - Industrial 2021
In Darwin’s commercial/industrial property
markets, 2021 has mirrored 2020 for most of the
year, however some events of the past two months
have signalled that 2022 might bring more positive
conditions in the industrial sector.
Across the board, Darwin has endured difficult
property markets which predated the pandemic.
In early 2021, the residential property market
emerged from its slumber, and we saw a significant
increase in sales volumes and in some market
segments prices.
This market resurgence did not extend to
commercial/industrial property markets until very
late 2021. However so far that resurgence has
been mainly contained to larger scale investment
property with strong lease covenants. Interestingly,
many of the purchasers have been interstate
buyers, attracted to Darwin by yields which are 2.0
to 3.0 per cent higher than comparable assets in
other capital cities.

Price growth has been almost solely a result of yield
compression, with rents remaining relatively stable
throughout the year.
Whilst larger scale investment grade property
has seen strong growth, the market for smaller
owner-occupied property has not kept pace, with
an oversupply still evident, although not as extreme
as it was 12-to-18 months ago. It remains to be seen
if 2022 will see increased market activity for these
types of properties, but that will require absorption
of a large amount of older stock in an environment
where vacant land is also very well supplied.

COMMERCIAL
- INDUSTRIAL

Darwin

Month in Review
December 2021

Terry Roth
Director

Demand interstate has been partly driven by the
rise of e-commerce and the need for distribution
centres. However, the smaller size of Darwin means
that most of these logistics are managed elsewhere
and we have not seen an increase in demand from
this type of buyer.

Interestingly, many of the purchasers have been interstate buyers,
attracted to Darwin by yields which are 2.0 to 3.0 per cent higher
than comparable assets in other capital cities.
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Capital City Property Market Indicators – Industrial
Factor

Sydney

Melbourne

Brisbane

Adelaide

Perth

Hobart

Darwin

Canberra
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Red entries indicate change from 3 months ago to a higher risk-rating

Blue entries indicate change from 3 months ago to a lower risk-rating
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East Coast & Country New South Wales Property Market Indicators – Industrial
Factor
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Lismore

Ballina/Byron Bay

Newcastle

Southern
Highlands

S y d ne y

Rental Vacancy Situation

Shortage of available
property relative to
demand

Balanced market

Balanced market

Shortage of
available property
relative to demand

Severe shortage of
available property relative
to demand

Rental Vacancy Trend

Tightening

Steady

Tightening

Steady

Tightening

Balanced market Balanced market Shortage of
available
property relative
to demand
Steady
Tightening
Steady

Rental Rate Trend

Increasing

Stable

Increasing

Increasing

Increasing

Increasing

Increasing

Stable

Volume of Property Sales

Increasing

Declining

Steady

Steady

Increasing

Steady

Increasing

Steady

Stage of Property Cycle

Rising market

Starting to decline

Rising market

Approaching peak
of market

Approaching peak of
market

Rising market

Approaching
peak of market

Rising market

Local Economic Situation

Steady growth

Flat

Steady growth

Flat

Flat

Flat

Steady growth

Steady growth

Significant

Small

Small

Small

Significant

Small

Value Difference between
Small
Significant
Quality Properties with
National Tenants, and
Comparable Properties with
Local Tenants
Red entries indicate change from 3 months ago to a higher risk-rating

Blue entries indicate change from 3 months ago to a lower risk-rating

Rental Vacancy Trend

Local Economic Situation

6

5

Severe
Contraction

4

Peak of Market
5

4

Contraction
3

2

Flat

Starting to
Decline

8

7

6

5

3

1

2

Approaching
Peak

1

Declining Market

0

Approaching

Steady
0

9

6

4

3

2

1

Bottom
Rising Market
Bottom of

0

Stage of Property Cycle

Month in Review | December 2021

Victorian and Tasmanian Property Market Indicators – Industrial
Factor
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Queensland Property Market Indicators – Industrial
Factor
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SA, NT and WA Property Market Indicators – Industrial
Factor
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Local expertise.
National strength.
Trusted solutions.
Herron Todd White is Australia’s
leading independent property
valuation and advisory group. For
more than 50 years, we’ve helped our
customers make the most of their
property assets by providing sound
valuations and insightful analytical
advice.
With offices in every capital city,
most regional centres and right
across rural Australia, we are where
you are. Our valuers work in the
property market every day, providing
professional services for all classes
of property including commercial,
industrial, retail, rural and residential.
Herron Todd White is Australian
owned and operated. With directors
who are owners in the business,
our team has a personal stake in
providing you with the best service
possible.
Liability limited by a scheme
approved under Professional
Standards Legislation.
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