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

The fallout from rising interest rates
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Welcome to the July edition of Month In Review

potential fallout from the RBA’s actions that could
have longer-term ramifications.

Uncertainty remains entrenched while politicians
and regulators look to tackle an unpredictable
economic landscape – and the challenge of rising
inflation is now central to decisions by households
and businesses.

For property markets, ongoing rate increases pose
a potential risk because of the pandemic appeal of
fixed-interest home loans. According to the RBA,
the number of fixed-term loans increased by more
than 50 per cent between March 2020 and May
2021, and these loans now account for about 30 per
cent of the total outstanding housing credit value.
Many of these will be coming off their fixed period
in mid to late 2023, which is undoubtedly a concern
for these borrowers who are currently insulated
from rate increases.

The RBA telegraphed its intention to continue
increasing interest rates in 2022 to curb spiralling
inflation. At the time of writing, annual inflation
had hit 5.1 per cent. That said, in a presentation just
this week RBA Deputy Governor, Michele Bullock,
was urging borrowers to not panic. Ms Bullock said
savings would buffer many households against
near-term rate rises.
In the meantime, the ANZ have predicted rates
to increase to 3.35 per cent by November, with
the bank’s head of Australian economics, David
Plank, stating, “…it doesn’t necessarily mean a
hard landing for the economy.” His optimism is
on the back of wages growth and continued low
unemployment. The other three major lenders have
remained with their predictions that interest rates
will be 2.6 per cent by February 2023.
While there are buffers in place, there is some

secure loans are adequate for purpose is by relying
on expert advice from independent professionals
with specialist understanding of their sectors and
locations.
Our teams have certainly explored these issues
throughout this publication of Month In Review, and
it makes for compelling reading.
We look forward to certainty returning to the
nation’s fiscal position and property markets. In the
meantime, however, expert guidance will be critical.
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The ground beneath our collective feet continues
shifting as 2022 progresses past its halfway point.

Gary Brinkworth
CEO

This also presents a risk to lenders in terms of
the assets securing these transitioning loan
arrangements if interest rate increases continue to
negatively impact home values. Existing borrowers’
security will probably need to be reassessed in
some cases to ensure it’s adequate. In addition,
we expect plenty of fixed-rate borrowers to shop
around for better lending options once their loan
transitions to variable. That will likely ramp up
demand for accurate valuation advice in the lending
sphere.
Of course, the best way to ensure any assets that

You shoud always rely on expert advice from independent
professionals with specialist understanding of their sectors
and locations.
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A lazy $700,000 in 2022
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Most Australians find it challenging to understanding price relatively
across our nation’s various property markets.

Similarly, those from major centres will head off for
holidays and be astounded as to how inexpensive
homes are. No doubt they’ll have plans rushing
through their head around what to do with the
excess cash once they sell their city property and
secure a treechange abode.
These scenarios inevitably lead to exclamations of
either, “Tell em’ they’re dreamin’”, or “Where do I
sign!?”
And so, it’s sometimes difficult to communicate
what certain dollars will buy in our local markets to
those from out-of-town.
Well, Herron Todd White has the solution.
Each year in July, we ask our teams across
Australia to inform readers on what type of
property a certain figure will acquire in their

service areas. Over the past few years, that litmustest amount has been $700,000.
It’s an eye-opening study. By tracking this fictional
$700k “buyer without boundaries”, you begin to
see the pattern of relatively. It might secure you a
studio apartment in Bondi Beach, a beautiful fourbedroom cottage in Bendigo, or a 50+ hectares
holding in Biloela.
Our teams have also looked back on last year’s
submission to see how things have changed for the
$700,000 purchaser over the past 12 months.
It’s a compelling collection of information that
demonstrates the variety of housing on offer
across Australia’s wide array of property markets.

have, as usual, delivered a brilliant summation of
market performance in the primary production
sector. In addition, they’ve adopted $10 million as
the hypothetical investment figure and painted
a picture of what that might acquire in the rural
real estate space. It’s another compelling study of
contrast and compare.
There you have it everyone. Add this issue of
Month In Review to the extraordinary list of
publications produced by Heron Todd White. Of
course, the smart move if you are in the market is
to contact the Herron Todd White office servicing
your area of interest. We have professionals that
cover all property types right across this broad,
beautiful nation.
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Talk to a mate who’s just been interstate and
you’ll see it. Someone from a wonderful regional
centre or smaller capital will head to Sydney and
be confronted by a rude awakening. Despite the
market slowing, the price of a home fronting the
iconic harbour or blessed with cascading CBD views
from the hillside can fetch $10 million, $20 million,
$50 million… even $100,000 million. A rarefied
atmosphere indeed.

In our commercial section this month the teams
discuss new development in the industrial space.
They provide a backgrounder on what’s driving
construction projects, and how changing
market conditions are altering the feasibility
of developments already planned or
underway. Given the way costs and
values have shifted in recent years,
this is a must-read report for any
industrial property stakeholder.
Our rural crew this month

By tracking this fictional $700k “buyer without
boundaries”, you begin to see the pattern of relatively.
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National Industrial Overview

This month we’re looking at new construction
activity in the industrial sector. Any discussion
about this market should encompass four key
fundamentals that determine the feasibility of an
industrial project. I call them ‘The
Four Levers’.
1. Land Cost
The cost of the site has
a major influence on a
project’s bottom line, and
this factor has risen to
all-time highs across most
industrial markets at
present. Demand is simply
outstripping supply, so
premiums are being paid
to secure land suitable for
development.

As interest rates continue to increase, the market is likely heading
into a phase where there will be a noticeable disconnect between
vendor expectation and market value.
2. Construction Cost
This input has become a runaway train over recent
months. Build costs were stagnant for some
time, but global instability affecting the supply
of materials coupled with rising labour rates
have put a serious dent in the bottom line of new
development feasibilities. We’ve seen the price
of construction increase by around 30 to 40 per
cent over the past 12 to 18 months. For example, in
Brisbane a standard shed can now cost anywhere
from approximately $1300 to $1500 per square
metre to construct which was an unimaginable
number a few years ago
3. Rents
The end value of any commercial property
prospect is directly related to market rent, so
having a finger on this pulse is essential when
doing your numbers. Rents in industrial, as a
general observation, have been stagnant for over
a decade. This has begun rising recently, but that’s
mainly been for prime space in prime locations
that allow for a more corporate offering. Rental
increases seem likely in the future, but there is still
some way to go with these to help development
feasibilities stack up.
4. Yields
Yields have been at record lows with industrial
investment being hugely attractive during the

pandemic. These tight yields have translated to
premium purchase prices which has been helping
mitigate feasibility risks because of increased
land values and construction costs. But yields
have now peaked in this cycle and are beginning
to soften due to interest rate increases. We’ve
already seen situations where acquisitions that
were agreed in principal prior to interest rate
rises are now beginning renegotiated. .
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The Australian industrial market landscape has
been a compelling vista of late. The sales market
ran at a hectic pace during the start of the year, but
its velocity is slowing. Agents are already reporting
sales activity has decreased substantially as a
result of the interest rate rises. As interest rates
continue to increase, the market is likely heading
into a phase where there will be a noticeable
disconnect between vendor expectation and
market value. I should note however that leasing
continues to be strong which will no doubt become
more of a focus for agents.
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All these factors have slowed the initiation of new
development in industrial sectors across many
centres.
Buyers who purchased an industrial site in late
2021/early 2022 and had a ‘healthy’ feasibility at
that time, are now going to tender only to discover
build prices are much higher and yields are starting
to soften. These elements, coupled with higher
site values reflect a much lower profit margin in
their cashflow analysis. That’s bad news if you’re
seeking funding.
And these challenges will only become more
difficult in the near term. As such, expect plenty
of projects to be shelved in anticipation of
normalising construction costs, hopefully in 2023.
David Walsh
Director

5

National Property Clock: Industrial
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Entries coloured purple indicate positional change from last month.
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Ballina/Byron Bay
Illawrra
Melbourne

Ipswich
Sunshine Coast

Orange

Alice Springs
Darwin
South West WA

BOTTOM OF
MARKET

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 2022
The industrial market continues its strong start
to 2022 with no sign so far that the market is
slowing down. We have seen value increases and
yield compression within most Sydney industrial
markets, however with the recent speculation about
the economy and interest rates, we expect that this
trend will not continue and the market is more likely
to plateau later this year.
The market is still largely underpinned by demand
which is outstripping supply. This is due to a lack
of stock, particularly for Torrens title property and
land. The main supply has been in rezoned areas of
western Sydney, in particular around the precincts
of Kemps Creek and Eastern Creek.
In terms of construction, there have been
limitations to the possibility of new development
due to the lack of land available. Despite strong
demand for new stock, development has been
constrained due to the lack of land to develop and
the rapidly increasing price of land. The land that
has been available in western Sydney has been
somewhat limited to institutional grade.
That said, there has been some new development
in the central-west area of Sydney, the Bankstown
area, and the outer western suburbs. This has
been mainly due to older, under-improved sites

being redeveloped. Most of this new development
has been strata units that have been popular with
small businesses requiring additional space for
warehousing and light industry.
We caution that in the current market there
is a possibility of over-capitalising on certain
developments or redevelopments when considering
historically high industrial land values and
international supply issues leading to escalated
construction costs.
We are also wary of the potential headwinds that
could emerge in 2022/2023 and impact sentiment
for the industrial market. This includes a further
rise in inflation and interest rate rises. This has the
potential to have flow-on impacts to value levels
given the increased funding costs.
Angeline Mann
Commercial Director

Coffs Harbour
The local industrial market is very strong with a
shortage of vacant land and limited improved sheds
available to the market.
The previous oversupply of strata industrial bays
was absorbed throughout 2021 with a shortage of
supply in 2022 leading to increased prices.

Despite strong demand for new stock, development has been
constrained due to the lack of land to develop and the rapidly
increasing price of land.

Apart from the airport leasehold land, there is
limited supply of identifiable industrial land to
come on stream in the short-term future.
The proposed construction phase of the Pacific
Highway bypass of Coffs Harbour will increase
demand for accommodation within the industrial
sector. This is expected to insulate the local
industrial market from the full effects of a rising
interest rate climate.
The shortage of construction materials and
inflationary trend has led to an escalation in
construction costs. Developers and builders
are having some difficulty costing projects and
pricing presales.
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Sydney
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Industrial bays are currently being negotiated at
around $3,000 to $3,300 per square metre with
yields between 4.5% and 5.5%, compared to
June 2021 when industrial bays were selling for
between $2200 and $2600 per square metre.
There has been a lift in rental rates across
most of the industrial market. There is reduced
availability with strata sheds leasing between
$130 and $160 per square metre gross per
annum.
The Woolgoolga market has now established itself
as a prime locality with comparable pricing to the
Coffs Harbour prime industrial market. In 2021
Woolgoolga vacant land was selling at circa $220
per square metre in comparison to 2022 which
has seen vacant land escalate to $300 to $330
per square metre.
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We project that it will be up to three years before the next
subdivision of scale is made available to the market so there is
little relief in the supply side of the equation.

Nambucca Council is seeking government
funding to enable the extension of services to the
proposed Valla industrial estate positioned north
of Nambucca on the western side of the Pacific
Highway. Council reports solid interest from the
Coffs Harbour market.

for whatever supply is currently in place. Adding
further fuel to this growth is the strong industrial
market in Sydney, activity in the region’s coal
mines, development at the port of Port Kembla
and a resurgent BlueScope which is undertaking
significant capital investment at the steelworks
over the next five years.

Ken Potter
Property valuer

On the demand side, interest rate increases and
global uncertainty may see prospective buyers take
a more cautious approach throughout the second
half of the year.

Wollongong

Scott Russell
Director

The industrial sector continues to be the
strongest performing sector of the three main
commercial asset classes with demand continuing
to outpace supply. The sector has strengthened
significantly over the past five years and is
showing signs of overheating, such is the rate
of growth experienced even over the past two
years. Is 2022 the year we witness the peak of the
industrial market?
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There is increased market focus on the South
Grafton industrial estate following a long period
of inactivity.
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Fundamentals continue to be strong with limited
availability of vacant industrial lots throughout
the Wollongong and Shellharbour LGAs and very
strong demand. This has resulted in considerable
land value increases across the region’s industrial
precincts. We project that it will be up to three
years before the next subdivision of scale is made
available to the market so there is little relief
in the supply side of the equation. There is also
little new warehouse unit development in the
pipeline, leaving buyers and tenants to fight it out
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Victoria - Industrial 2022
The industrial market across the country continues
to show strong capital appreciation. In Melbourne
specifically, the growth has occurred off the back
of a shortage of suitably zoned land and rising
occupancy demand. Such demand has been further
fuelled by the growth in e-commerce, supply chain
issues, continued population growth and a low
interest rate environment.
Recent examples can be seen in Melbourne’s southeastern industrial suburbs where serviced land has
continued to dry up and limited transactions have
occurred.
Of those transactions, we highlight 239 Perry Road,
Keysborough which is under contract at a sale price
of $8,626,400 plus GST (as at May 2022). This is
a 10,600 square metre irregular shaped Industrial
1 zoned site (IN1Z) with single road frontage to
Perry Road. The property has minor residential
improvements including a single weatherboard
dwelling and shedding that offer little to no added
value, indicating a rate of $814 per square metre
over the improved land area. Such a rate is far
above Melbourne’s industrial land average of $670
per square metre (as at March 2022).
In the built form category, it is forecast that
over one million square metres of new industrial
supply will be delivered to Melbourne’s industrial
market in 2022. Of that, more than 50 per cent
is expected to be placed in the western industrial
sector of Melbourne, with approximately 30 per
cent in Melbourne’s south-east (the remainder
in other sub-market areas of Melbourne). Our

Such demand has been further fuelled by the growth in
e-commerce, supply chain issues, continued population
growth and a low interest rate environment.
understanding is that the bulk of this new space in
the pipeline is over 60 per cent pre-committed.
New industrial development has continued to
occur across all industrial property sub-categories,
from small to medium scale multi units, mid-range
office and warehouse properties and larger scale
distribution style development. More specifically,
in Melbourne’s north-west, occupants such as an
Amazon, Myer, HelloFresh, Electrolux and Estore
Logistics have all taken possession of their largescale distribution centres in Ravenhall over the past
12 months. This location, west of Christies Road
within close proximity to the Western Freeway and
Western Highway (linking with the Metropolitan
Ring Road (M80)), suited these occupants in view
of the major road linkages within the immediate
proximity to service greater Melbourne.
In Melbourne’s north, Amazon is set to open a
fifth warehouse and distribution centre with the

239 Perry Road, Keysborough 

Source: RP Data

capability of processing 300,000 parcels per day.
The facility in Goodman Group’s Amaroo Business
Park, Craigieburn is under construction, spanning
approximately 15,600 square metres, and will
be utilised for the purpose of consolidating and
shipping packed orders to last mile sites before
being sent to customers.
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Melbourne
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Whilst it has always been important for industrial
properties to be located near major linkages
and infrastructure, the recent rises in fuel costs
are forcing operators to start to re-look towards
more centrally located areas rather than the city’s
outskirts to reduce this cost in the overall supply
chain. While rental rates in inner suburbs typically
are more expensive compared to fringe locations, a
saving in fuel and transport costs could offset this.
In addition, the cost of materials and labour
continues to rise, adding increased pressure on new
built form development. As a result, developers’
margins continue to be squeezed. Whilst capital
values have risen over the past three to five years to
offset increased costs of construction, uncertainty
for developers is starting to build as the impacts of
the recent interest rate rises (implemented by the
Reserve Bank) and any subsequent rate rises in late
2022 are not yet known.
Jason Stevens
Director
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Queensland - Industrial 2022
On the back of 2021, one of the strongest years
for the industrial sector, the market’s appetite
for industrial assets has continued to surge
in 2022. Demand from both owner-occupiers
and tenants has remained strong due to the
current space requirements for warehousing and
increased manufacturing activity, however this has
significantly outstripped supply and resulted in a
supply side shortage. With occupancy rates verging
on record level highs, development and acquisition
activity has ramped up with the total supply
currently in the pipeline being estimated to reach a
ten-year high.
Developers have however faced some strong
headwinds in the wake of rising inflationary
pressures, ripple effects from the Russia and
Ukraine war and interest rate movements in May
and June, which have increased the total cost of
raw materials, impacting the feasibility of new
projects. When taking into consideration the rise
in costs of construction materials coupled with
the premiums purchasers are currently paying
for industrial land, the feasibility of many new
projects will come into question. We are of the
opinion that this presents the highest level of risk
in the current industrial market and whilst this
may translate to growth in rental rates, the rising
cost of development outstrips this significantly.
Recuperation of development costs is therefore
achieved over a longer period.
Notwithstanding, development activity has still
proven to be strong with numerous development

Notwithstanding, development activity has still proven to be
strong with numerous development projects continuing in 2022
in the greater Brisbane area.
projects continuing in 2022 in the greater Brisbane
area. A large proportion of developments occurring
this year have flowed on from the past two years
as the supply of vacant industrial land and englobo
sites has been rapidly absorbed, resulting in
developers paying premiums for readily developable
industrial sites. One notable development is the
Industrial Development Hub, Heathwood which
comprises a total of 24 lots with a range of
modern style industrial buildings proposed to be
constructed on the site. This development will adjoin
the Heathwood Industrial Precinct. This acquisition
and proposed development is reflective of the
insatiable demand for well-located industrial sites.

Heathwood

for standard warehousing and manufacturing
industrial assets. The strong absorption across
the sector has led to a shortage of prime, modern
assets available for sale or lease and the strong
land take-up has further constrained development
opportunities. Developers have been actively
purchasing improved sites for redevelopment to
capitalise on the space requirements for industrial
users. One recent instance is the recently approved
development application at 22 Ellison Road,
Geebung which is currently being marketed for
pre-leasing by Cushman and Wakefield. The site is
currently improved with two older style buildings
and is proposed to be redeveloped into an industrial
complex across four stages. It will provide a mixture
of tenancy sizes, ranging from 300 to 5300 square
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Brisbane
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Source: Clarence Property

New developments are in keeping with the
theme of a flight to quality across all price points

22 Ellison Road, Geebung 

Source: Cushman and Wakefield
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Due to the limited new developments
being offered to the market coupled with a
strong leasing environment, meeting tenant
requirements has been a struggle for lessors.
Tenant demand has been exceptionally strong for
buildings in the vicinity of 1,000 to 3,000 square
metres in prime locations with good accessibility
to major transport routes and the TradeCoast.
We have also seen a recent trend of speculatively
built assets due to the confidence developers
and lessors have shown in the industrial leasing
market and limited accounts of lessors struggling
to secure tenants. The recently redeveloped
industrial complex on the corner of Harvey Street
North and Cullen Avenue in Eagle Farm comprises
three buildings of these sizes, one being preleased at a rental rate north of $200 per square
metre per annum of GLA. This development is
attracting strong levels of interest due to the
high quality delivered by the developer. The
successful tenant executed a ten-year lease which
is congruent with the theme of lessors seeking
quality tenant covenants on long lease terms.

The most recent cycle has seen the larger $10 million plus market
really improve on the Sunshine Coast with a number of large,
high-quality facilities being constructed over the past five years.
facilities have been developed typically on an end
user basis with some specialised fit out including
loading bays for transport facilities, high quality
office components, high quality hardstand areas
and specific flow of workshops to suit the tenant.
Some of these have also been developed by the
end user and then sold with leasebacks in place,
typically of greater than seven years.
An example is the Weir Minerals holding at 15 &
17 Dacmar Road, Coolum Beach. The complex
was developed over two adjoining titles to house
the company’s corporate headquarters, specific
warehouse facilities and high-quality office
component across two separate buildings. The
complex was sold with a ten-year initial lease term
with options in place and achieved a then record
price point of $22.05 million in mid 2021 at a yield
of 5.81%.

Sunshine Coast

The most recent cycle has seen the larger $10
million plus market really improve on the Sunshine
Coast with a number of large, high-quality facilities
being constructed over the past five years. These

As we have discussed previously, there has been
significant improvement in the quality and design of
smaller strata holdings across traditional industrial
markets. A number of these products with points
of difference have seen values achieved circa ten
per cent above standard industrial holdings. The
improved designs include integrated mezzanine
offices, improved façade design and attractive
lower-level entrance statements rather than just a
typical roller door and personnel door.
Smaller retail offerings are beginning to occur
throughout these industrial precincts, particularly
in more recent developments at Coolum and Aura.
This is likely to continue in this market.
Chris McKillop
Director

Townsville
Townsville’s industrial market continues the positive
trajectory witnessed over the past three years with
a lion’s share of volume being in the sub-$1 million
price bracket underpinned by owner-occupiers and
small-scale investors.

David Walsh
Director

The industrial market across the Sunshine Coast
certainly has been very strong over the past fouryear period. The industrial market in this location
traditionally follows off the back of the residential
market with tradies typically purchasing small
sheds, which then feeds through the market.
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metres as tenant demand for both smaller and
larger warehousing space is remaining strong.

Weir Minerals holding 

Source: realcommercial.com.au

Since that time, we have seen further
improvements across all price points of the
industrial market.

With the increased activity in the mining sector,
we anticipate continued growth in the support
services industry although we also see ongoing
potential in the engineering and manufacturing
space. Established areas such as Shaw, Bohle
and Mount St John are seeing continued focus
although recent large-scale land development in
the Townsville State Development Area (TSDA) at
Stuart/Cluden reveals strong local and national
commitment towards the road transport, logistics
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Recent construction would indicate a lean
towards lighter scale, mid-clearance, cold form
construction of warehouses which supports
the small to medium scale end of the market.
Larger scale, high clearance, engineered portal
frame and clear span buildings are built for
purpose and typically under design and construct
scenarios. Typically, these larger ticket items are
backgrounded on long lease terms and economic
rents that provide a project-based margin and may
not reflect current market attuned development
metrics which can introduce downside
reversionary cash flow risk at market review.
On balance, Townsville is well placed for future
on-shoring prospects with the ability to introduce
manufacturing locally. The potential to supply to
local on shore markets is a positive which opens
up the glaring possibility of export to overseas
markets. In any case the industrial sector as an
overarching segment will continue its growth
phase, all things being equal.
Jason Searston
Director

Mackay
Most construction of new industrial properties
is heavy engineering workshops with low site
coverages. This sector has been in greatest

demand from users associated with the local coal
mining industry.
Net yields for good quality industrial property
investments have now tightened to 7.0% to 7.5%
in the Paget industrial precinct, however rising
building costs are now expected to squeeze
development returns on new building construction
projects. With an anticipated constraint on the
supply of new heavy engineering buildings into the
market, it is likely that rental rates may rise.
Greg Williams
Director

Cairns
The industrial sector in Cairns is relatively small
and its manufacturing base is largely geared
towards servicing the engineering requirements
of local and regional industries. For this reason,
most demand for industrial space is derived from
businesses supporting the marine, tourism, sugar
milling, residential construction, transport and
mining services industries.
Sale conditions within this market over the past 18
months have improved and the industrial market
is very buoyant at present. This is assumed to
be (at least in part) off the back of government
stimulus to manufacturing and building, coupled
with record low interest rates. Achieved high value
levels are also considered a reflection of a strongly
performing rental market and yield compression
over the past 12 to 24 months. It is difficult to gauge
how market conditions will fare in the coming six
to twelve months given the uncertainty of further

increases to interest rates, however we consider
market conditions will remain stable in the short
term.
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Leasing market conditions for industrial property
are strong with the limited availability of rentals
driving up achieved rentals. The limited availability
of rentals is in part a result of very strong owneroccupier purchaser demand for industrial property
which is off the back of buoyant manufacturing and
building industries.
There is a severe shortage of vacant industrial land
with no known new product planned in the short
term which has driven up the price of vacant land.
Shane Quinn
Director

Rockhampton
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and warehousing service sectors. This has
triggered both options of build to occupy and build
to rent subject to a long term lease. Whilst showing
signs of promise, these commitments are not
without risk and certainly the continued uplift in
construction costs questions the ultimate viability
of such capital investments on paper. It is likely
that the escalation in construction costs, supply
chain issues and potential for extended delivery
horizons may delay or inhibit new construction
over the short term.

An active local economy has meant that
Rockhampton, like everywhere, has not been
immune to the challenges faced by the building
industry over the past two years of supply of
material and availability of labour. These challenges
have increased the appeal of established industrial
properties, however there has been a reduction in
the availability of rentals and established properties
available for sale, which has driven the need for
newly constructed industrial properties. This
demand for industrial properties is demonstrated
by a newly constructed industrial estate which has
reportedly sold or has under contract 80 per cent
of the available land.
New construction is primarily being driven by
owner-occupiers who are existing business looking

The limited availability of rentals is in part a result of very strong
owner-occupier purchaser demand for industrial property which
is off the back of buoyant manufacturing and building industries.
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Whilst the local economic conditions warrant
and the relatively low interest rates persist, it is
expected that the Rockhampton industrial market
will continue like this in the foreseeable future.
Graham Gross
Valuer

Gladstone
On the back of an improving local economy,
Gladstone, like everywhere, has faced the same
building challenges of material availability and
labour shortages. These challenges have increased
the appeal of established industrial properties and
whilst there is still a supply of industrial properties
for sale or rent, this availability is decreasing.
Therefore, intending occupiers unable to find what
they require in the established market are looking
to construct new industrial properties, however this
has been on a case by case basis.
New construction is primarily being driven by
owner-occupiers, either existing businesses

New construction is primarily being driven by owner-occupiers, either
existing businesses looking to upgrade or expand existing operations
or new businesses moving to town requiring a premises.
looking to upgrade or expand existing operations
or new businesses moving to town requiring a
premises. Due to the current low interest rates,
purchasing or constructing can still be cheaper
annually than renting and therefore a trend is
emerging that as long as the servicing of the total
construction cost annually equates to cheaper
than renting, owners are willing to proceed with
construction. Whilst the costs of construction
may or may not stack up on current market
evidence, the property investment decision of
owner-occupiers is being driven by more of a
business decision than a traditional property
investment decision, as the owners benefit from a
newly constructed, purpose-built property that is
cheaper for them annually.
While the local economic conditions warrant
and the relatively low interest rates persist, it is
expected that the Gladstone industrial market will
continue like this in the foreseeable future.
Graham Gross
Valuer

Wide Bay
Value levels have been maintained between $80
and $150 per square metre for vacant industrial
land or commercial industrial land for land areas
up to circa 8,000 square metres. Recent sales
have been achieved at the $140 to $150 per
square metre mark for commercial industrial land
in the Wide Bay. Rental vacancies have reduced
and have begun to place upward pressure on
gross face rentals.
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Proposed local infrastructure projects and
significant private sector projects that could
significantly enhance activity for industrial land
include the Bundaberg Brewed Drinks Super
Brewery under construction in the Bundaberg
Industrial Park, the proposed new Bundaberg Base
Hospital in Thabeban, the train manufacturing
facility proposed in Torbanlea and returning the
Paradise Dam wall to its original height.
We also highlight that the buoyant local economic
conditions are occurring in an environment
with very low lending interest rates and there is
anecdotal evidence indicating improved net internal
migration to the Bundaberg region.
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to upgrade or expand existing operations, new
businesses moving to town requiring a premises
and other businesses consolidating a number
of smaller sites into one locality for efficiency
purposes. Due to the current low interest rates,
purchasing or constructing can still be cheaper
annually than renting and therefore a trend is
emerging that as long as the servicing of the total
construction cost annually equates to cheaper
than renting, owners are willing to proceed with
construction. While the costs of construction may
or may not stack up on current market evidence,
the property investment decision of owneroccupiers is being driven by more of a business
decision than a traditional property investment
decision as the owners benefit from a newly
constructed, purpose-built property that is cheaper
for them annually.

Ben Harnell
Property Valuer

Toowoomba
The first half of 2022 has continued to see reduced
demand for industrial space in the Toowoomba area.
Demand from investors continues to be strong with
premiums achievable for assets with good tenants
on long lease terms. In recent years, net yields in
Toowoomba have ranged between 8% and 9%
for fully leased properties. Recent sales however
indicate a firming of these yields for properties with
quality tenants and a strong lease expiry.
Major sales of note in Toowoomba over the past six
months include:
◗ 21-27 Carrington Road, Torrington Qld 4350
Sale Price $10.75 million in March 2022; three
adjacent properties with a net lettable area of
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5,930 square metres leased to a John Deere
dealership; sale reflected a net yield of 7.97%.

21-27 Carrington Road, Torrington
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Source: realcommercial.com.au
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◗ 56 Duhig Street, Harristown Qld 4350
Sale Price $2.55 million in March 2022; sold
subject to leaseback with a net yield of 7.01%.
Industrial construction activity continues to be
limited and includes construction of a new 1,600
square metre warehouse complex by a local
transport operator on the outskirts of Toowoomba
at a cost of circa $3,000 per square metre. While
inclusive of some plant and equipment items, the rate
per square metre highlights increased construction
costs over the past six to twelve months.
Leasing demand for industrial properties has
been low for the past two to three years, however
recent activity and anecdotal evidence suggests an
increase in demand over the past six months.
Investor demand continues to be very strong with
interest from non-local buyers; properties are
generally marketed direct to potential purchasers.
Owner-occupier demand continues to be limited
leading to a significant difference in sale prices
achieved for vacant versus fully leased properties.
Ian Douglas
Director
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South Australia - Industrial 2022
The industrial property market in Adelaide has
remained strong throughout 2022 with vacancy
rates remaining at very low levels and demand
continuing to be strong, fuelling new industrial
developments throughout metropolitan Adelaide.
Investors have been motivated in 2022 with
the initial continuation of historically low cash
and interest rates, until the recent rises; they
have sought industrial property as a safe return
on their investment. Owner-occupiers have
been motivated by a need for more space in
response to higher demand for their goods and
services, but some have also seen the purchase
of industrial property as a preferable alternative
to leasing, as the vacancy rates across Adelaide
remain historically low. The low vacancy rates and
increasing rents have fuelled rising industrial land
rates as demand continuously outstrips supply
for high quality office warehouse accommodation
with the sought after amenities. The cancellation
of the submarines deal with French submarine
manufacturer Naval Group may potentially
cause some upheaval in the industrial market
in the outer-west as businesses who originally
leased space to supply the construction of the
submarines may be exiting. The impact of the
consecutive monthly interest rate rises by the
RBA in May and June remains to be seen, but
it is believed that they will soften the demand
for industrial space from investors and owneroccupiers alike.
Previous developments we observed before 2020
showed construction rates ranging in the low to

Overall, industrial development is struggling to keep up with
demand, particularly high quality accommodation which continues
to achieve far higher rates than historically expected.
mid $1000 range per square metre of lettable
area for small scale industrial warehouse unit
developments. These units were individually sold
for improved rates ranging in the mid to high
$2000s per square metre of lettable area.
One such example is a group of seven community
titled office warehouse units located at 19 Alfred
Street, Beverley in Adelaide’s inner western
suburbs. Units 1, 5, 7 and 9 sold with rates per
square metre of lettable area in the mid to high
$2000s in early to mid-2021 when the development
was completed. Units 2, 3 and 4 were advertised
for sale in late 2021 and early 2022 and transacted
for low to mid $4000s per square metre of lettable
area. This showcases the increase in demand for
industrial property since 2021 and the increase

in confidence of the economy and demand for
industrial space.
Another industrial development currently under
construction is located at 36-44 Port Road,
Alberton in Adelaide’s north-western suburbs and
comprises six community titled office warehouse
units which will vary in use from industrial to
some retail uses such as a gymnasium. We have
been advised that purchaser and leasing enquiry
was very strong with multiple 200 square metre
units under offer in the mid to high $3000s per
square metre of lettable area. In comparison
to the group at 19 Alfred Street, Beverley, they
are of a similar high standard however they
are located much further from the Adelaide
CBD and are predominately surrounded by
residential development rather than being within
an established industrial precinct, albeit on an
arterial road.
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Adelaide
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Overall, industrial development is struggling to
keep up with demand, particularly high quality
accommodation which continues to achieve far
higher rates than historically expected. Investors
and owner-occupiers continue to battle each other
for space and there is currently no indication of this
trend changing as vacancy rates remain low.

19 Alfred Street, Beverley

Source: realcommercial.com.au

Chris Winter
Commercial director
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Western Australia - Industrial 2022
Perth

demonstrated marked price increases compared to
historical numbers for similar products.

The industrial property market in Western Australia
has steamed ahead to be the clear best performer
of the three big asset classes in 2022.

Not surprisingly, our team has witnessed a rise
in approvals for proposed industrial facilities in
previously shunned estates such as Forrestdale
and Neerabup.

Not surprisingly demand for older style established
stock is showing signs of life again with a slow
but steady take-up of space which previously sat
vacant for a prolonged period. Much of this stock
had however been subject to compliance upgrades
and specification enhancements either ahead of
scheduled marketing campaigns or included in
direct lease negotiations in the form of incentives.
Construction material supply chain disruptions and
labour shortages have contributed to a pronounced
escalation in build costs and often caused delays
in project timelines, however market rental rates
would appear to be rapidly gathering momentum

Tonkin Highway Industrial Estate

Source: www.tonkinindustrial.com.au

and improving the return on capital investment.
Face net rental rates (i.e. before any incentives) for
such premises upwards of $120 per square metre
per annum are becoming prevalent.

The rise of e-commerce after the disruption
to normal business operations caused by the
COVID-19 pandemic has put the spotlight firmly on
large-scale warehousing, transport and logistics
facilities. These facilities are becoming common
in Western Australia in order to meet customer
delivery expectations and accord with advances in
technology.

Whilst there is new construction activity in recently
created industrial land estates such as Tonkin
Highway Industrial Estate in Bayswater and Roe
Highway Logistics Park in Kenwick, the volume of
construction is constrained by a finite supply of
land in these and other core industrial precincts.

Purchase demand for newly constructed builtform industrial property has soared in the past six
to twelve months and shows no signs of abating.
Led by an influx of eastern states-based buyers,
we envisage demand for modern, securely leased
investment property on the back of the prevailing
low interest rate environment to lead to even
further yield compression in the short term.

As a result, industrial land values in secondary
industrial estates have demonstrated positive
market movement for the first time in many years.
Transactions in established, secondary industrial
estates such as Maddington and Armadale

Until recently, the owner-occupier market was
relatively subdued but an uptick in activity has now
been seen. Buyer demand for industrial facilities is
considered limited (compared to investment-based
buyers) however there is also a limited stock of

COMMERCIAL
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Leasing demand for industrial premises has
strengthened further during the calendar year –
newly built, high specification facilities being the
pick of the bunch, however such properties are in
limited supply.
Design and construct agreements, characterised
by inflated rental rates negotiated on a formulaic
basis as a percentage of total construction
cost (i.e. economic rents) as opposed to market
fundamentals, have become widespread.

Month in Review
July 2022

Quite unexpectedly, the Western Australian industrial property market finds itself on a strong upwards
trajectory thanks to a combination of low stock, limited development-ready land, rising construction
costs and strong demand from both tenants and buyers.
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similar scale and quality premises available which has
been compounded by construction industry delays.
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By way of example, we highlight the January 2022
sale of 10 Wicks Street, Bayswater. The property,
comprising a newly built, good quality facility of
circa 3700 square metres set on an 8041 square
metre site in the Tonkin Highway Industrial Estate,
was marketed for lease during the final stages of
construction. The property was actually purchased
by an eastern-states based entity. The purchase
price of $10.6 million represents a significant
premium over and above the replacement cost.
Industry sources suggest the buyer had been
scouring the Perth industrial market for some time,
seeking similar premises to owner-occupy, however
after failing to identify any suitable premises,
turned their attention to the leasing market in a bid
to secure an asset.
Quite unexpectedly, the Western Australian
industrial property market finds itself on a strong
upwards trajectory thanks to a combination of
low stock, limited development-ready land, rising
construction costs and strong demand from both
tenants and buyers. Underpinned by a robust
mining and resources sector, the question arises
of how long can this be sustained in light of rising
interest rates and potential macro-economic
headwinds?
Greg Lamborn
Director

17

Northern Territory - Industrial 2022
There is very little new development of industrial
property taking place in the greater Darwin area
at the moment. Developments are limited to
purpose-built facilities for a specific user, such
as the new Kent Removals building at East Arm
(recently completed) and the APA project at
Winnellie (under construction).
The fact that these developments only got off the
ground because of a strong pre-commitment to
occupy is symptomatic of conditions in Darwin’s
industrial property market. There is an oversupply
of mainly older, lower standard industrial
accommodation which is overhanging the market
and constraining rental growth.

The basic problem is that the rental returns
currently achievable from Darwin industrial
property do not provide an adequate return on
the cost of construction of new industrial space.
The equation is getting worse rather than better
with escalating building costs. It is difficult to see
how this situation will change until the existing
oversupply is absorbed by the market. Certainly
the problem is not a lack of land, with a number of
industrial estates having land ready to go at the
moment.
Terry Roth
Director
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Darwin

Month in Review
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This scenario is quite different to the eastern
seaboard, where very low yields have been
achieved, partly on the expectation of solid rental
growth over the next few years. The limited number
of modern, strongly leased investment grade
properties available in Darwin have attracted yields
as low as 6.0% but it is a much different story for
more run of the mill industrial property around
Darwin. We are seeing older style buildings having
their working life extended because that is a much
more economical alternative for many purchasers
than looking at new buildings.

The limited number of modern, strongly leased investment grade properties available in Darwin
have attracted yields as low as 6.0% but it is a much different story for more run of the mill
industrial property around Darwin.
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Capital City Property Market Indicators – Industrial
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East Coast & Country New South Wales Property Market Indicators – Industrial
Factor
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Victorian and Tasmanian Property Market Indicators – Industrial
Factor
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Queensland Property Market Indicators – Industrial
Factor

Townsville

Mackay

Rockhampton

Gladstone

Bundaberg

Hervey Bay

Sunshine
Coast

Brisbane

Ipswich

Cairns

Rental Vacancy Situation

Balanced
market

Balanced
market

Balanced
market

Balanced
market

Shortage of
available
property
relative to
demand

Shortage of
available
property
relative to
demand

Shortage of
available
property
relative to
demand

Shortage of
available
property
relative to
demand

Shortage of
available
property
relative to
demand

Shortage of
available
property
relative to
demand

Rental Vacancy Trend

Tightening

Steady

Steady

Steady

Steady

Steady

Tightening

Tightening

Tightening

Rental Rate Trend

Stable

Stable

Stable

Stable

Increasing

Increasing

Increasing

Increasing

Volume of Property Sales Increasing

Increasing

Increasing

Steady

Increasing

Increasing

Increasing

Stage of Property Cycle

Rising market

Rising market

Start of
recovery

Rising market

Rising market

Peak of
market

Approaching
peak of
market

Gold Coast

Toowoomba
Balanced
market

Tightening

Severe
shortage of
available
property
relative to
demand
Tightening

Increasing

Increasing

Increasing

Stable

Declining

Steady

Steady

Declining
significantly

Steady

Peak of
market

Peak of market Rising market

Peak of market Start of
recovery

Steady

Local Economic Situation Steady
growth

Steady growth Steady growth Flat

Steady growth Steady growth Steady growth Flat

Flat

Flat

Steady growth

Steady growth

Value Difference between Small
Quality Properties with
National Tenants, and
Comparable Properties
with Local Tenants

Significant

Small

Significant

Small

Small

Large

Significant

Significant

Red entries indicate change from 3 months ago to a higher risk-rating
6

5

Increasing
Sharply

Rental Vacancy Trend

6

Severe
Contraction
Contraction

Increasing
2

Steady

1

0

Significant

Significant

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

Local Economic Situation

9

8

5

Peak of Market

4

Starting to

4

3

Small

7

6

5
3

2

Flat

Decline
Approaching

4

3

2
1

0

Peak
Declining
Market

1

0

Stage of Property Cycle

Month in Review | July 2022

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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