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Regardless of whether you invested in retail,
office, industrial or some other specialty area, the
shutdown of economic inactivity looked certain to
drive values lower.
But as the year progressed, the diversity of our
nation’s markets came into focus.
According to Herron Todd White Brisbane industrial
director, David Walsh, there were good reasons we
saw an uptick in his market sector.
“There’s been plenty of change delivered in 2020,
and some of it has played to the industrial market’s
advantage,” Mr Walsh said.
“Mind you, there were expectations last year, well
before the COVID-19 outbreak, that 2020 would be
good year for industrial.”
Mr Walsh said a widening gap between industrial
investment returns and other commercial asset
classes in the years previous to the pandemic were
reaching a tipping point.
“Industrial property isn’t considered a ‘fanfare
asset’. It isn’t subject to huge swings in
performance.

Regardless of whether you invested in retail, office, industrial or
some other specialty area, the shutdown of economic inactivity
looked certain to drive values lower.
“But that’s why 2020 was looking good. A number
of the other asset classes in recent years such
as retail, office, child care, service stations and
medical had experienced increased demand from
purchasers. At some point, attention was going to
swing the way of industrial, it was just a matter of
time. The returns within the industrial sector were
becoming tough to ignore.”
Mr Walsh said as 2020 and the flow-on effects of
the crisis progressed, industrial’s star rose further.
“Particular in the e-commerce, 3PL (third party
logistics) space and in areas like cold-storage and
temperature controlled facilities. As the popularity
of online shopping increased, the associated
warehousing needs ramped up. Industrial assets
provide the ability to store stock so it would be
ready to meet consumer demand.”
Greg Mullins, senior commercial valuer with Herron
Todd White Perth, concurs with these findings.
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happening pre-pandemic in terms of increased
focus on logistics properties,” Mr Mullins said.
“People were in lockdown and rather than going to
bricks and mortar shopping centres, they bought
online. All this stock has to come from a warehouse
somewhere and be dispatched via distribution/
fulfilment centres, which are basically big sheds on
large blocks of land in industrial areas.”
Mr Mullins said the pandemic also showed why the
fundamentals of investment and the quality of the
tenant and building are crucial.
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Back in March as Australia was coming to terms
with COVID-19 and what lay ahead, expectations
were fairly low for commercial property markets
across the board in 2020.

“Investors simply want the best tenant with the
strongest lease covenants paying the highest
rent, and those attributes are usually associated
with modern, built-for-purpose facilities that are
occupied by businesses like Amazon, Coles and
Woolworths.
“They have minimum specifications they require
from a property. The building is going to be high

“COVID-19 provided more impetus to what was
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2020 ups and downs
The reduction of interest rates has been a major
driver in industrial investment, according to Mr
Walsh.
“When it’s possible to borrow money now at around
2.0 per cent interest and invest in an asset between
5.5 and 7.0 per cent yield, the numbers are quite
compelling,” he said.
“Mind you, there may be some challenges as we
transition from this year into the next. There was a
large take up of the offered mortgage repayment
pauses in the commercial sector, and many of
these came to an end in October. With these loan
deferrals came a moratorium on revaluations and
as the banks look to get their books under control,
we may see some overextended owners consider
selling down assets.”
Challenges going forward
Mr Walsh said while strengthening industrial market
in 2020 could be sustained, there are a number of
challenges that require vigilance.
“When the pandemic hit, the commercial code saw
numerous lease arrangements renegotiated with
tenants. Most were granted rental relief in return
for an extension to their lease period.
“However, many leases were also due to expire
this year, and tenant quality is an imperative for
investors. As such, good, secure tenants are in high
demand and can negotiate strongly.”
Mr Walsh said a rise in new industrial development
fuelled by this year’s demand could also see supply
increase.

“When it’s possible to borrow money now at around 2.0 per cent
interest and invest in an asset between 5.5 and 7.0 per cent yield,
the numbers are quite compelling.”
“Some development feasibilities have been hard to
justify. We recognise the market has strengthened
this year, but it’s also a case that we haven’t
seen any major movement in rents. This makes
the feasibility of a project difficult when some
developers are willing to pay a premium to secure
sites.”

LVR for full recourse (secured by property and
company director’s guarantees) and 65% nonrecourse (secured by the property asset only)
loans, anecdotally we’re aware that some lenders
are currently down to 55% for recourse and 50%
for non-recourse. So, purchasers need to stump up
more equity to put into the deal.”

Mr Walsh said another element was that the
finalisation of broader government support which
could affect business survival.

Mr Mullins also thought a major challenge is the
current level of enthusiasm from buyers who aren’t
adequately factoring in risks and benefits beyond
the low cost of borrowing.

“There is no doubt that JobKeeper has helped
many operations stay afloat. The expiration of
this assistance is going to deliver a test around
businesses resilience. While we need to wait and
see how things play out, the end of JobKeeper is
an obvious future challenge for owners relying on
tenants to remain operational.
“Finally, there’s been a lot of talk about
opportunities for Australia to grow its
manufacturing base, which plays directly to the
need for industrial assets. While I would like to
see this sector improve, the fact remains that it’s
difficult to compete in the manufacturing field with
countries that have lower labour costs.
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spec because that’s what a tenant of that scale
requires. So, the buildings are modern and fit for
purpose by the very nature of the tenant’s business
and the strength of the tenants.”

He said we need to ask, ‘How low can yields go?’
“Yield is a measure of investment risk – the lower
the yield, the lower the perceived risk and the end
result is a higher overall capital value. Because
you can get commercial debt funding at circa
2.0% interest, and you can buy an asset at 5.5%
yield – which is a very historically low yield – you’re
cashflow positive.”

“Once the logistics of global stock movement
improve, Australian manufacturing will be
challenged to stay competitive.”

“But I don’t think some of the purchasers of
these assets are appropriately allowing for other
risk metrics like tenant default risk and vacancy
risk. Also is the building they’re buying highly
specialised to the extent that it’s only suited
to the existing tenant? And what about the
economic challenges with businesses trying to stay
operational next year?

Mr Mullins also thought there were challenges
ahead in the finance space. He said this was already
being reflected in in loan-to-value ratios (LVR).

“You and your advisors need to be cognisant of
all the risks when making a decision, not just the
upside of low interest rates.”

“Whereas historically lenders would’ve done 70%
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Entries coloured purple indicate positional change from last month.
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New South Wales
The events of 2020 were expected by many
to bring down a sledgehammer of hurt on all
property across the commercial sector. The
fallout from the predicted economic downturn
was envisaged to be widespread and all
encompassing.
But as the year progressed, it became evident
some segments of the market would not only
survive but, indeed, thrive.
That seems to have been the outcome for many
holdings in the industrial field – but not all.
This month, our teams discuss 2020 in their
industrial markets, describing how they fared in
the face of this year’s historic events.

Sydney
2020 has been a year filled with uncertainty.
The property market in particular is difficult to
predict with many in the industry divided over
what will happen next. Industrial assets in Sydney
however appear, to an extent, to be bucking the
trend. As the uncertainty and decline continues
across most markets in Sydney, industrial seems
to have remained relatively steady. In some
areas we have noticed marginal declines in value,
particularly where the market was quite hot prior
to COVID-19. Broadly speaking, it is fair to say
that the industrial market has held its ground in
some areas and in areas where there has been
a decline, it is not to the same extent as other
assets such as retail or office.

CEO’S ADDRESS
It’s been an eventful few weeks globally, nationally
and here at Herron Todd White.

government – an outcome predicted by many –
and will be at the helm for four more years.

Firstly, congratulations to the team at our
national office on winning the Australian Property
Institute’s 2020 Innovation in Property award for
the development of our Contactless Inspection
Tool. It’s significant recognition of this gamechanging innovation, and we couldn’t be prouder.

And, of course, the US election has delivered a
result with President-Elect Joe Biden receiving
widespread congratulations for his win. The world
will undoubtedly continue to focus on his response
to the challenges facing America in the coming
months and years.

I’m also delighted to welcome previous
Queensland Valuer-General, Neil Bray, to Herron
Todd White. Neil has joined us as Queensland
Head of Government and Corporate Relations.
Neil’s experience, reputation and networks are
unparalleled, and his appointment heightens
Herron Todd White’s already formidable leadership
role in the industry.

And now, on to our report and in this month’s
commercial section, our valuers have discussed the
performance of the industrial sector during 2020.

Since our last issue of Month In Review, Australia
has remained on the path to recovery, with
falling infection rates in Victoria and successful
control measures in New South Wales heralding
a reopening of borders and freeing up of trade.
In fact, Victoria’s lifting of restrictions in the
past 48 hours allowing metro residents to travel
unfettered through the state and businesses to
increase capacities has brought a huge sense of
relief. There are still many milestones to come, but
Australia’s handling of the pandemic continues to
be envied around the world.
Other significant events in October and November
were election based.
Queensland’s Labour Party comfortably retained

COMMERCIAL
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Some key findings include:
◗ Sydney, Melbourne and Brisbane–The industrial
property sector proves to be one of the
country’s most resilient commercial markets
under COVID-19;
◗ Adelaide–It was the year of “accelerated agility”,
particularly in logistics and warehousing.
In addition, two of Australia’s most respected
industrial experts – Herron Todd White’s David
Walsh and Matt Tanner – discuss whether the
pandemic has actually resulted in positive
outcomes for the sector and what
the challenges will be in 2021.
Please enjoy the commercial
section of our November edition
of Month In Review.
Gary Brinkworth
CEO
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We note that the new supply of strata units around
central west Sydney have generally sold well. Capital
values across Sydney have held strong with yields
not softening in most areas. Solid assets such as
logistics centres, well located sites and those with
strong lease covenants have done particularly well.
Where we have seen some softening in yields is
in areas where yields were at record lows prior to
COVID-19 or in secondary assets. The uncertainty of
the economy and the market in general has led to
investors and owner-occupiers taking a more careful
approach to buying. Overall the rental market
has seen far fewer transactions but has remained
generally stable. In recent months however we have
started to see a softening in rental demand and in
some areas a reduction in achieved rental rates.
An excellent case study of this is industrial strata
units in Alexandria. Prior to COVID-19, larger style
strata industrial units were achieving upwards
of $260 per square metre gross. Some recent
transactions have shown rates for similar style and
size units at below $200 per square metre.
In another example, smaller hi-tech units within
the same complex in South Sydney achieved a
broad range of $260 to $330 per square metre.
The transactions all occurred between July and
October 2020. Our research has shown that the
landlords holding out for higher rentals took longer
to achieve them but, in the end, got a better result.
The rates at the lower end were achieved after a
much shorter marketing period and seem to be the
result of landlords rushing to secure a tenant.
The investor market remains active. We have seen
assets with strong lease covenants maintaining

their values and yields, however we watch this
sector of the market with caution and we are of the
opinion that continued uncertainty will lead to a
reduction in demand for these assets and that only
very savvy investors will remain.
At 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 2020 for Sydney industrial
was optimistic. There was some caution around the
strong increases in values but generally demand
and supply factors indicated that there would
be continued growth. The pandemic seems not
to have impacted industrial anywhere near the
extent it has in other sectors. Looking back with
hindsight, it seems the industrial market managed
to remain steady throughout the pandemic due to
the increased demand for locally produced goods
and the increase in online shopping and therefore
the need for logistics. Looking ahead now, we would
likely take a more cautious view as we near the end
of government stimulus packages and see the full
impact of COVID-19.
Angeline Mann
Commercial Director

Wollongong
Despite the disruption associated with COVID-19,
the industrial market has largely held course
throughout the year to date with this sector
continuing to be the most buoyant of the three

main commercial asset classes. Sales have been
limited, however we see this as being more
reflective of a supply issue opposed to a disconnect
between vendors’ and purchasers’ expectations.
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Prices have held firm and there continues to
be interest from owner-occupiers and private
investors. The southern fringe of Wollongong
continues to be sought after and the market
appears to be absorbing the high volume of strata
warehouse units being developed across the region.
While leasing activity stalled during the March
and April lockdown, there has since been renewed
tenant interest and steady leasing activity. Rents
have held firm although incentives to counter
the current economic uncertainty are typically
required to secure a tenant.
COMMERCIAL

As the uncertainty and decline continues across most markets in
Sydney, industrial seems to have remained relatively steady.

Low interest rates are driving this demand while the
region is well and truly on the map for businesses
relocating from Sydney. We see this trend continuing
with the port of Port Kembla and government
investment in infrastructure projects also significant
drivers. Agents have also reported fielding numerous
enquiries from large manufacturers looking to
establish local operations as part of a re-shaped
COVID-19 enforced business continuity plan.
The region is well placed to position itself as a
heavy industrial hub within the state although
unlocking suitable sites for development and
attracting government and corporate investment
into rail infrastructure needs to be addressed to
realise this potential.
Scott Russell
Director

Low interest rates are driving this demand while the region is well
and truly on the map for businesses relocating from Sydney.
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As we look back at 2020 from the perspective of
the industrial market, it is clear that, from a sales
point of view, conditions have been challenging.
There is a sentiment in the market that prospective
buyers and sellers who, before the start of 2020,
were unsure of their plans are now in a position
where they are almost pushed to make decisions.
This sentiment is being fuelled by the underlying
uncertainty in the market given the current
external conditions.
From a sales perspective there have been relatively
low to moderate sales volumes in the market. If
we look at industrial sites with gross lettable areas
of over 500 square metres, 100 to 500 square
metres and below 100 square metres, the number
of sales in each category are fairly consistent. In
the over 500 square metre category, the bulk of
the sales are in the outer precincts such as Cardiff,
Beresfield, Thornton and Rutherford. These areas
have the best access to motorways and major
transport routes. There are very few sales on a
leased basis. Most of the sales in this category are
vacant possession and we are seeing yields ranging
from high sixes to high sevens.

little deviation from the average rates per square
metre in each category and yields remain consistent.
Scott Beker
Property Valuer

Echuca and Deniliquim
The commercial sectors continue to be buoyant in
small rural towns in the Riverina region of southwest New South Wales.
This is largely considered to be a result of COVID-19
travel restrictions. The doubling of JobSeeker and
JobKeeper has increased the disposable income
of many recipients, with the overall result being
improved trading conditions in these towns.
In regard to general levels of value, many of the
shops and industrial properties are owner-occupied
and the current benefit would not be considered
long term in the marketplace, however it is unlikely
that there will be any downward correction in levels
of value in this sector in the short term.
Larger regional centres along the Murray River
that have significant tourist operations have been
impacted in regard to trade and the outcome in
regard to levels of value will probably start to filter
through in the next twelve months or so. It would
be anticipated that there will be some downward
correction, however a key driver even in regional
areas is still considered to be the overall economy.

any rental growth predominantly linked to the CPI.
There are some lease incentives to attract tenants
into the market. There has been minimal COVID-19
impact on the local industrial market with a limited
number of tenants seeking rent relief.
The investment market is reasonable with rates
of 6.25% through to 7.75% being accepted
depending on tenant and lease quality .The yield
for small industrial bays is lower, in the range of
5% to 6.5% due to increased competition from
the owner-occupier market who are generally
prepared to pay more for the property vacant
possession.
There is a shortage of industrial land stock
available and limited identifiable land bank. This
is forcing available land prices upwards. Isles
industrial estate has no more new land product to
come on stream.
Woologoolga industrial estate is selling well at
strong prices from $170 to $250 per square metre.
It will be interesting to see how the market reacts
to the Enterprise Park development at Coffs
Harbour Airport.

John Henderson
Director

The construction phase of the Pacific Highway
bypass for Coffs Harbour should be a huge bonus
for the industrial property market as the contract
workforce will be seeking options for operation and
associated local industry will most likely experience
an uplift in business.

At the smaller end, sales continue to be centred
around the Munibung Road precinct with a new
development on Concord Street, adjacent to the
existing Cubbyhole development, and other notable
sales in the recently completed development in
Carrington.

Coffs Harbour

Ken Potter
Property valuer

Generally, from a price perspective, there has been

There is a slight oversupply of industrial bays with

In the 100 to 500 square metre lettable area sales,
the concentration of activity is more towards the inner
city precincts such as Mayfield West and Carrington.
A new development in Warrabrook has recently
been completed and has had some initial sales.

The local market has tracked as predicted over the
past 12 months.
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Hunter Region and Newcastle

The industrial market remains stable with limited
sales and leasing activity.

12

Victoria
For the twelve months pre-COVID-19, the Melbourne
industrial market was a strong performer and a
good news story within the overall commercial
market. The industrial market in effect became the
new retail and appears not to have taken the same
hits as other sectors throughout 2020.
Pre-COVID-19, prime yields had firmed by up to 50
basis points, with rental growth between static and
two per cent and incentives sitting in the vicinity
of 15 per cent to 20 per cent. Since COVID-19,
the economy and industrial market to a degree
have been in hibernation with inactivity in the
marketplace evident and sales and leasing agents
unable to open properties or conduct inspections.
The effects of the COVID-19 pandemic on the
industrial market in 2020 are being somewhat
shielded by a current lack of supply, with demand
holding up given the limited number of properties
on the market. Prime investment assets have
experienced no noticeable softening in value with
competition for quality, as cashed up investors are
not willing to let prime assets with strong lease
covenants go past.
Increased enquiry is expected towards the end
of the year and into early 2021. As the market
functions more normally, the gap between prime
and secondary property is expected to increase
further. Uncertainty in the leasing market and
concern about ongoing lockdowns has seen prime
grade incentives creep up to approximately 30 per
cent, particularly in Melbourne’s western market.

Agents and landlords have become more imaginative in light of COVID-19,
especially in the sub-3000 square metre space where a normal three month
rent free period has been turned into a six months half rent incentive.
Whilst some existing tenants have sought rental
abatements, others have maintained rental status
quo on the back of operating within a sector of the
market attached to an essential service.

With an increase in sales going forward, some
opportunistic sales to adjoining owners, sitting
tenants as well as some forced sales will come
to light.

Agents and landlords have become more
imaginative in light of COVID-19, especially in the
sub-3000 square metre space where a normal
three month rent free period has been turned
into a six months half rent incentive. Noticeable
decreases in rental rates and capital values have
been observed in markets where an oversupply
exists. These types of markets include the small
warehouse unit market of sub-800 square metres
where a strong volume of leasing stock exists
and tenant demand has decreased. This type
of stock tends to be in outer fringe locations in
Melbourne’s south-east, west and north where
there is available land for developers to construct
multi-unit developments.

Nathanial Ramage
Property Valuer

COMMERCIAL

Melbourne
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For leases, we expect to see an increase in available
properties and landlords will be keen to do a deal to
keep existing tenants or attract new ones. If there
is good news on the pandemic front towards the
end of the year or early part of 2021, this may mark
the bottom of the market. If not and continued
lockdowns delay the opening up of the market, it
may be delayed to some point during 2021, most
likely Quarter 2 or Quarter 3.
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Queensland
At the beginning of 2020, the Brisbane industrial
market was gearing up for a strong year, with
solid growth throughout 2019 giving the market a
positive outlook. The reported firming yields were a
reflection of limited availability of quality stock and
solid purchaser demand. Coupled with low interest
rates, the sector that usually flies under the radar
and away from the hype was poised to capitalise on
its strong underlying fundamentals.
With the outbreak of COVID-19 and subsequent
lockdowns, the Brisbane industrial market, along
with other market sectors, took a bit of a pause.
Agents reported a lot of deals being put on hold
or terminated in the months of March, April and
May due to the general uncertainty at the time.
However, some deals managed to buck the trend,
one example of this being the sale of 25 Buchanan
Road, Banyo which sold for $11.5 million in May
(negotiated in early April) with an analysed yield
of 6.4% and term certain of 2.67 years. This sale,

along with others, reflected the fact that the
industrial market was transitioning back to a state
of somewhat normality.
The return post lock-down has been steady with
sales rates down on expectations, mainly due to
the larger disparity between prime and secondary
stock. Yields for prime investments have remained
stable if not firmed, with investors drawn to quality
locations, modern style improvements and good
access to major transport routes and hubs. These
assets typically achieve yields that range from 5%
to 7% depending on the quality of the tenant and
time remaining on the lease.
One property in particular has attracted a lot of
interest in recent weeks. Located at Lots 16 & 17, 62
Crockford Street, Northgate, the prime grade asset
is leased to Lesandu Light Street DM Pty Ltd, a
fully owned subsidiary of Harvey Norman Holdings
Limited. It was taken to auction by Ray White
CommercialPrime
on 16
October.
Grade
Investment Opportunity
PRESENTS FOR SALE

firm yield reflected the seven year, seven month
lease on a quality lease covenant.
On the other hand, secondary assets are still seen
to carry significant risks with long lease up periods
expected. Yields for such properties have possibly
softened slightly.
The current leasing market mirrors the investment
market with a significant difference between prime
and secondary assets. For prime properties, rents
and incentives have remained steady, however
even prime assets have reported longer lease up
times. Again, secondary stock has been the hardest
hit with tenants preferring quality improvements
and prime locations with good access to main
thoroughfares and major infrastructure such as the
Port of Brisbane and the Brisbane Airports.

COMMERCIAL

Brisbane
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On balance, the Brisbane industrial market appears
to have fared reasonably well and there appears to
be a reasonable degree of market optimism that it
will rebound best of the key property sectors out of
the COVID-19 crisis.
David Walsh
Director

Gold Coast

Crockford Street, Northgate

Source: Ray White

Lots 16 & 17, 62 Crockford Street, Northgate Qld 4013

25 Buchanan Road, Banyo

Source: commercialrealestate.com.au

The campaign received significant interest with
over 130 enquiries and five registered bidders. The
property sold on the day for a yield of 5.4%. The

The Gold Coast industrial market has shown
resilience in 2020 in the face of COVID-19.
Businesses in the region were generally not
impacted by the lockdown measures that plagued
the office and retail markets at the outset of the
pandemic and the shift to online shopping has
resulted in demand for warehousing facilities. In
addition, agents are commonly reporting that
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Due to the continued lack of supply (especially in
the central and southern areas), value levels have
generally held firm and, in some cases, improved.
The market for small industrial development sites
on the Gold Coast proper in particular has climbed
over the year from an already high base, with value
levels reflecting new market peaks due to the
voracious appetite of owner-occupiers for small
unit developments.
A recent sale in Burleigh Heads of a 4880 square
metre site is a good example, reportedly having
sold at $635 per square metre with no value
attributed to the older style improvements – due to
be demolished for redevelopment.
With regard to investment sales in the area, a
recent sale on Alex Fisher Drive, Burleigh Heads is
notable. The property sold (pending settlement)
for $4.5 million, reflecting a passing yield of 7.08%
and a tight analysed yield of 6.14%. The property is
a modern style, high clearance industrial building
of some 2000 square metres of lettable area and
sold with a leaseback to the vendor on a seven year
term plus options.
On the northern end of the coast, a brand new,
concrete tilt panel industrial building on Tonka

Street, Yatala/Luscombe, reportedly sold for $3.6
million, reflecting $1722 per square metre over
2,091 square metres of lettable area and 60 per
cent site coverage. In contrast, 2019 saw sales in
this category generally peak at $1,600 per square
metre.
In many regards, our outlook for 2020 at the start
of the year was accurate, despite COVID-19 putting
the market in a temporary state of flux during April
and May. Although we would have envisaged some
effect on the industrial market, it has performed
well and this is not surprising given the continuing
low interest rate environment as well as supply and
demand metrics. The difficult part is the future –
it really is anyone’s guess where we will end up,
however we do note that value levels overall have
ascended to unprecedented levels for the industrial
property cycle in general.
Ryan Kohler
Director

Stockland has also noted strong sales demand
for all lots within its industrial precinct at Aura,
though further stages are available and will be
progressively developed. Land is also available
in Coolum, although is also beginning to sell out,
however the state government holds further land
there.
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Notable sales during 2020 have been relatively
limited, though a cross section of sales across the
sector are noted as follows:
◗ 2 Enterprise Street, Kunda Park sold in
February 2020 for $3.375 million indicating a
yield of 6.79%. The property has a good level
of exposure and is a renovated holding with a
total GLA of 2,136 square metres under roof.
The property was leased to the Department of
Fire and Emergency Services with a lease expiry
in October 2023 and two three-year leases
remaining.

COMMERCIAL

investing in the industrial market is attractive due
to the superior returns provided as opposed to
bank savings accounts or the fluctuating share
market. The industrial market is also seen as a
stalwart investment vehicle in comparison to other
property types and this has only become more
evident over the past year.

Sunshine Coast
2020 certainly did not go as planned for most
people, however the industrial property market
on the Sunshine Coast has generally performed in
line with most expectations that people had at the
beginning of 2020.
Overall land sales continued during 2020 with
land now mostly sold out in the government-held
industrial estate at Corbould Park, which has led to
the state government announcing plans to create
additional lots in the next 12 to 24 months with
only eight lots remaining in their current estate.

In many regards, our outlook for 2020 at the start of the year
was accurate, despite COVID-19 putting the market in a temporary
state of flux during April and May.

2 Enterprise Street, Kunda Park

Source: cpmmercialrealestate.com.au

◗ 9 Enterprise Street, Caloundra West sold in
June 2020 for $1.985 million indicating a yield
of 7.35%. The property was an older complex of
1,312 square metres with a local tenant in place
on a lease expiring in April 2021. The property
had previously sold in July 2018 for $1.81 million
indicating a then yield of circa 7.9%.
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◗ 19 Hancock Way, Baringa is a five-unit
development recently completed at Aura. Prior
to completion, two stratas had sold to owneroccupiers with the remaining three all leased.
Two of the three leased stratas have sold to
investors with the remaining strata to be held
by the developer. All sales are over $2,200 per
square metre.

Overall, Townsville is well placed strategically and is likely to continue
to see positive industrial market conditions.
Overall rental levels have trended slightly higher
across the board in 2020, though we do note
some incentive has crept into the market over the
past six months. This is still typically less than ten
per cent.
Jason Searston
Director

Townsville
Over the course of 2020, the industrial market
gained positive market sentiment on the back of
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the uptick in mining activity and support services.
With the increasing levels of mining activity in our
region coupled with the expanding port activity, we
have tentatively moved our stage of the property
cycle from bottom of the market conditions to start
of recovery, although we note we are coming off a
low base.
Broadly speaking, COVID-19 appears to have
had little impact on our industrial market due
to the low level of cases and therefore business
disruption. Mining being considered an essential
service also aided the support service businesses
to continue.

COMMERCIAL

◗ 7 Harvest Road and 25 Machinery Avenue,
Yandina have just reportedly sold for $5.1 million
indicating a yield of 8.36%. The property
comprised an irregular shaped 10,400 square
metre site improved with three buildings totalling
4,500 square metres. The property sold with a
five-year lease to a local agribusiness business.

The sub $1.5 million market is seeing the highest
activity; the sub $1 million market is bolstered by
owner-occupiers. Currently, the $1 million to $3
million bracket is the most volatile price range as
it is generally out of reach of the owner-occupier
market and typically the size, scale and condition of
the asset are not considered attractive to national
tenants, thereby attracting lease terms generally of
three years resulting in low WALES.
Vacant older style, larger scale assets are proving
difficult to attract tenants and are seeing downward
pressure on rents, which in turn is skewing yield
profiles. Broadly speaking, most industrial yields
however are currently falling in the 8% to 9%
range.
Overall, Townsville is well placed strategically and is
likely to continue to see positive industrial market
conditions.
Kylie Williams
Property Valuer
19 Hancock Way, Baringa

Source: realcommercial.com.au
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2020 has certainly been quite the year. COVID
arrived on our doorstep and caused a disruption
to the economic landscape. The greater central
Queensland market, through low infection rates
and being driven by industries which so far
have had relatively minimal disruption caused
by COVID, generally fared pretty well. Investors
from the major centres seeking greater returns
and diversification in their portfolios have been
active in the market, however supply of well
tenanted industrial properties has been limited.
This limited supply, plus greater interest from local
and non-local investors, has seen yields tighten,
however as always, investment yields are primarily
driven by the term certain, location, quality of
the improvements and tenant profile. Outside
of investor activity, owner-occupiers based on
business demand have been active in the market up
to $1.5 million.
The rental market has seen increased interest
from businesses moving to the region or seeking
further industrial space to cater for increased
work generally due to infrastructure projects
or mining activity. Whilst prices in the leasing
market haven’t increased significantly, we have
seen greater activity in the leasing market, which
would potentially put upward pressure on leasing
rates should demand start to exceed supply in the
future.

After several years of very limited leasing activity above
$300,000 per annum, four new leases have been negotiated
over large and modern industrial buildings
result in greater market activity, particularly
for industries benefiting directly or indirectly
from the significant infrastructure projects
and mining services companies. What we didn’t
expect was the level to which investor interest
in tenanted investments within the region would
increase, with agents reporting significant buyer
depth, particularly below $2 million. With low
interest rates for the foreseeable future and with
generally much lower yields and higher COVID
infection numbers in the major centres, we may
well see non-local interest remain for a while.
In summary, 2020 has been a memorable year,
however the greater central Queensland market
has been able to weather the storm relatively well.
Whether this will be the case in 2021, only time
will tell.
Richard Dunbar
Valuer
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Mackay
The industrial market in Mackay has progressed
steadily through the course of the year with sales
and rents showing no adverse effects from the
pandemic. This is despite an uncertain outlook
for the main local industry of coal mining caused
by an easing in export coal prices. Substantial,
high-quality industrial properties leased to reliable
tenants with unexpired lease terms of greater than
five years remain in high demand as demonstrated
by the sales of 56-68 Maggiolo Drive, Paget in
March at $8.3 million to show a net yield of 8.0%
and 23 Michelmore Street, Paget in April at $4.47M
to show a net yield of 8.4%.

COMMERCIAL

Emerald, Gladstone and Rockhampton

The most surprising outcome through 2020
was the number of new leases that have been
negotiated at the very top end of the market.
After several years of very limited leasing activity

The question was posed whether out outlook
would have been any different, with the benefit of
hindsight, if we had known what we know now. The
answer is both ‘yes and no’.
The economic climate has gradually been
improving throughout central Queensland over
the past 18 months and we had forecast that
this increasing economic confidence would

56-68 Maggiolo Drive, Paget

Source: realcommercial.com.au
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At this upper end of the market, we conclude
that both tenants and investors are not being
spooked by any potential longer-term impact of the
pandemic on the global economy and its potential
impact to the coal mining industry as a key driver to
the Mackay industrial property market.
By contrast, the lower end of the market
comprising industrial units, vacant (including
older) industrial properties which typically
appeal to owner-occupiers has been thinly traded
through the course of the year. There have
been only six settled sales being recorded so far
through 2020 below $2 million with all but one
of these between a price range of $426,000 and
$900,000. The highest sale in this category was
a vacant older style workshop at 38 Len Shield
Street, Paget at $1.4 million to show $1105 square
metres which is consistent with value levels of the
preceding two years.
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.

Yields vary from high 6% (small affordable stratas) to mid
8% for larger, older properties and prices have remained
reasonably constant throughout the year.
The Cairns industrial market over the past 12
months has been strongly underpinned by the
owner and part owner-occupier market. There
have been very few industrial investment sales
of any note, being a factor of very limited pure
investment stock with well leased properties
remaining tightly held, although there is a deep
pool of buyers waiting should such properties come
onto the market. Yields vary from high 6% (small
affordable stratas) to mid 8% for larger, older
properties and prices have remained reasonably
constant throughout the year. With the lack of any
new land developed over the past ten years and the
progressive run-down of supply, further industrial
land will be required in the near future. Land values
have remained stable with the only noticeable
increase seen in small infill sites in the closer
established suburbs.
The Coronavirus to date has not had a significant
impact on the industrial market; in fact,
government stimulus packages and grants directed
towards manufacturing appear to have had a
positive influence. Enquiries to purchase are still
strong both from owner-occupiers and investors.
Enquiries to lease though have slowed and rental
levels have also remained reasonably constant with
small increases in achieved rentals.
Shane Quinn
Managing Director

Toowoomba
When we look back at 2020, the local industrial
market in the Toowoomba region had two distinct
sectors – one positive and the other pedestrian.
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The strong sector has been the sale of good quality
investment properties with long term leases to
quality tenants. As investors have sought out cash
flow assets as a safe haven for their equity, yields
have reached record low levels and in some cases
at a quantum of value not seen before. Whilst
investor demand has been strong, there have been
limited sales of these assets in the market due to a
lack of supply.
At the other end of the spectrum are vacant
properties which are suffering from the current
tougher economic conditions, reducing the
number of business looking to expand or enter new
locations. Owner-occupier demand has been limited,
although no decline in values has been experienced
to date. The year has also seen subdued leasing
demand and this could result in increased lease
incentives or a lowering of rentals as owners
compete for the limited number of tenants.

COMMERCIAL

above $300,000 per annum, four new leases have
been negotiated over large and modern industrial
buildings at net rentals of around $350,000 to
$880,000 per annum at rates of around $150
to $200 per square metre. Rentals levels have
recovered from the mid-decade low and incentives
for better quality industrial premises are not
required in most cases.

There is also a smaller group of participants in the
market providing a positive outlook – the high net
worth owner-occupier client taking the opportunity
to invest in their operational assets during 2020.
Examples include a new showroom and workshop
for the local truck and tractor dealer on Taylor
Street in the Machinery Mile precinct and the
recent purchase of a vacant industrial site in the
Charlton Wellcamp Enterprise Area adjacent to the
Intermodal Facility Precinct (InterLink SQ) by an
engineering group with a view to constructing a
manufacturing facility.
Ian Douglas
Director
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Wide Bay
Recent industrial property sales activity in the
Wide Bay may have surprised some, with occupier
demand remaining reasonably level with pre-Covid
19 demand. Price sensitivity is still noticeable, with
the vast majority of sales and leasing activity and
enquiry occurring in the entry level price brackets.
Some buyers are reportedly disinterested in the
property market, and are yet to re-engage in the
market after putting purchase and leasing decisions
on hold, while others (including property investors)
are still very keen to purchase prime industrial
assets and investments.
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In recent years there have been a number of
projects announced in the Wide Bay region
that have the potential to generate jobs in the
manufacturing and construction sector and absorb
some large englobo industrial sites.
The most notable project has been the Rheinmetall
Munition and NIOA forging and manufacturing
facility in Maryborough that is currently under
construction. Other notable projects announced
for the Wide Bay are the Bundaberg Brewed
Drinks Super Brewery in Thabeban and the
recently announced $600 million train purchase
deal between the Queensland Government and
Downer Rail in addition to the existing maintenance
of Queensland Rail Rollingstock fleet. While
these construction projects and announcements
are supported by State and Commonwealth
Government funding and grants, they could offer
benefits for the broader industrial property market
in Maryborough and Bundaberg.
Grant Collins
Property Valuer
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South Australia
Reflecting on our past months‘ editions, it’s
interesting to note that in our first update for
2020 in February, we described the year of 2019
as tumultuous. This was mainly due to the federal
election, the Royal Commission into banking and
the bushfires that spanned late last year into early
this year. We looked ahead to 2020 as a year of
further uncertainty with the imminent US federal
election and the UK’s Brexit deal both having
residual impacts on Australia as a whole. If we had
a crystal ball, I think we would have found another
word to describe the events of 2019 knowing what
this year had in store.
Throughout the course of this year, there have
been periods where retailers were forced to
close and office staff sent to work from home.
Industrial property users and workers have also
been impacted, however the industrial property
market has remained resilient in comparison to
other markets this year. Throughout the course
of 2020, industrial storage facilities and supply
chain facilitators came to the forefront as shipping
and supply chains were heavily impacted during
lockdown periods.
Coming in to 2020, we identified logistics as
the key sub-sector for industrial property in
2020. The pandemic has further accentuated
the need for logistics space around the country,
with automated warehousing space in demand
throughout Melbourne and Sydney and the
demand for general warehousing and logistics
facilitating space growing here in South Australia.

Reflecting on our past months‘ editions, it’s interesting to note
that in our first update for 2020 in February, we described the
year of 2019 as tumultuous.
Logistics facilities had been touted as the most
sought-after properties in the year to come
among individual investors and real estate
investment trusts alike.
There is a common feeling amongst property
professionals and that is that the industrial
supply chain to and from China will evolve as
a result of the pandemic. The outbreak has
accelerated a movement to become less reliant
on China, in particular for some manufacturing
purposes. Whilst Australia may not return to its
manufacturing roots of major automotive brands,
post-COVID-19 could lead to a revival of more
meaningful levels of manufacturing or inclusion

30-32 Park Avenue, Woodville North

of manufacturing previously done off-shore. The
result is an improved outlook for the industrial
sector.
Given the restrictions that have been in place
throughout this year and the general economic
uncertainty that has plagued financial and
property markets, there is a limited amount of
leasing evidence and as a result, limited rental
growth for industrial property. Yields within the
sector have remained steady, measuring 6% to
7% for prime assets in inner-northern and innerwestern premier industrial locations and over 7%
for secondary industrial stock.

COMMERCIAL

Adelaide
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A significant industrial sale in recent months
was 30-32 Park Avenue, Woodville North. The
property transacted for $5.35 million in July
and was a fully leased investment at the time of
sale, occupied by Axis Manufacture Pty Ltd. The
property comprises an office and two clear-span
warehouses with roller door access and 6.8 to
eight metre clearances. The sale reflects a yield of
6.73% with an analysed net income of $359,925
per annum. The sale is an example of an industrial
facility transacting within the COVID-19 pandemic
period and reflecting a yield in the 6% to 7% band
for a high-quality leased investment. This sale in
Woodville North reflects the market demand for
high quality industrial property with strong lease
covenants and healthy WALEs.
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In hindsight, there is probably no better year to
reflect on than 2020. There may be many investors
who would like their time again given the impacts
the pandemic has had on some sectors, particularly
in the form of rental relief and rental abatements
and increased vacancies. Whilst certainly not
without its challenges, particularly that of limited
rental growth, the outlook remains relatively
positive for industrial property. We expect the
continual shift of investor sentiment from retail and
office property to industrial property to continue as
we proceed to navigate the current pandemic and
eventually progress to a post-COVID world.
Chris Winter
Commercial Director
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Western Australia
As we look back on the year that was for the Perth
industrial property market, it is a tale in three parts:
pre-pandemic; during lockdown; and post lockdown.
The year began with market participants being
quietly optimistic that 2020 would mark the start of
a revival in the industrial property sector coinciding
with a growing sense of optimism in the broader
Western Australian economy after a prolonged
period of subdued activity.
Encouragingly, there were clear signs of an uptick
in leasing enquiry, particularly for modern, high
quality fabrication facilities with such properties
being in limited supply. Purchase demand for
securely leased investment property was also

firm on the back of the prevailing low interest rate
environment that was leading to significant yield
compression.
Unfortunately, the advent of the COVID-19
pandemic decimated any notions of an imminent
recovery.
In the three months following March, when
COVID-19 swept into Western Australia, the
industrial property market was characterised by an
unprecedented level of uncertainty and witnessed a
pronounced slump in activity.
During this time, our team observed the following:
◗ Leasing deals often fell over during negotiations
or were being significantly re-drafted to account

for uncertainty over the next three to six months.
Early possession clauses were front of mind
with local agents as a means of overcoming the
disruption to business operations, with rental
payments to commence at a later date;
◗ Sale contracts occasionally failed to proceed
to settlement or terms were re-negotiated post
acceptance;
◗ Leasing and sale listings were often withdrawn
as vendors and landlords adopted a wait and see
approach;

COMMERCIAL

Perth
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◗ The level of enquiry for both sales and leasing
generally plummeted since the start of March.
Secondary grade, lower priced (sub $2 million)
industrial assets in particular were receiving

Source: realcommercial.com.au
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Industrial property is directly impacted by the state’s mining
and resources sector which has proven to be resilient in the
face of the pandemic.

◗ Investment syndicates were failing to secure
necessary capital or buy-in from all parties in
order to proceed to acquisition.
Operationally, the disruption to global supply
chains, particularly from China, appeared to put
the brakes on local manufacturing and impacted
construction activity.
The product of the above collectively was a lack of
transaction activity, particularly on the sale front.
From Saturday, 27 June, Western Australia entered
Phase 4 of the recovery road map meaning further
restrictions were lifted by the state government.
This decision, on the back of successfully containing
the virus for some time and the continued closure
of the state’s borders, appears to have provided
a welcome boost to the local economy with a
palatable increase in consumer and, to an extent,
business confidence.

infrastructure projects. We suspect the evergrowing popularity of e-commerce (on-line
shopping) has also proven beneficial for the
industrial sector with greater demand for large
scale warehousing and facilities supporting
transport and logistics, although buyers are likely
to be hindered by low stock levels in Western
Australia.
Towards the back end of June, leasing activity for
industrial space appeared to pick up with evidence
of leasing deals slowly trickling through the
marketplace. Interestingly, rental rates generally
showed minimal if any diminution from those
achieved pre-COVID-19.

COMMERCIAL

virtually no interest, exacerbating the already
poor performance of such properties during
2019;
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At the time of writing, Western Australia is closer
than most to returning to business as usual and
this can only bode well for the industrial property
sector as we approach 2021.
Greg Lamborn
Director

As trading restrictions were gradually eased, there
were signs to suggest that the industrial sector had
not been as acutely impacted by the pandemic as
retail, hospitality and tourism aligned properties,
with the latter sectors being impacted by forced
closures.
Industrial property is directly impacted by the
state’s mining and resources sector which has
proven to be resilient in the face of the pandemic,
continuing to drive economic growth and major
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Northern Territory
2020 has played out much as expected in the
industrial property market sector. The sluggish
local economy which has been evident since 2015,
combined with the large oversupply of available
land, has meant that there have been limited
transactions in this asset class. There are some
early signs of a recovery around Darwin, especially
in the residential sphere, however this is not yet
visible in the industrial area and there is a large
amount of stock, both vacant land and built form,
which is overhanging the market and will need to
be absorbed before we see any real improvement in
market conditions.
The sale of pre-cyclone industrial premises at
146 Coonawarra Road, Winnellie illustrates the
difficulties in the current market. Many occupiers of
industrial property see more advantage in recycling
older premises which are readily available at
historically low cost, rather than incur the expenses
involved in developing new accommodation.

146 Coonawarra Road, Winnellie

As a result of various Commonwealth and Territory
government initiatives, tradespeople in Darwin are
experiencing record levels of work, especially in
the residential renovation and remediation space,
however this has not translated into any significant
increase in demand for industrial accommodation.
At the other end of the spectrum is the sale of the
new Bunnings centre at Palmerston, representing
a secure lease to a national brand over their new
accommodation. The sub-6% yield is much more
reflective of national property markets than local
conditions.
There is no indication that the current pandemic has
had any influence, positive or negative, on this market
segment. At the time of writing, the Territory has
been less affected by health restrictions than some
other jurisdictions. However, unlike the residential
market, we have not seen any early spike in demand
for industrial space in Darwin at this stage.

Much to the dismay of the local saurian population,
there is one Top End industry that has taken a major
step forward in 2020. A 375-hectare horticultural
property at Lambells Lagoon has been purchased for
the development of a new, state of the art crocodile
farm. This will be one of the world’s leading crocodile
farms and is being developed in conjunction with
a French processor of crocodile skins, which is
already heavily invested in the local industry.
In summary, Top End industrial property continued
in a holding pattern in 2020 and is expected to
remain so until there is a major project which will
stimulate demand for this type of accommodation.
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Darwin
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Terry Roth
Director

Source: realcommercial.com.au
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Australian Capital Territory
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Canberra
With the year’s end approaching, it’s time for us
to reflect on how the market has moved since the
start of the year. We have faced trying times with
the year commencing with bushfires across the
country and the COVID-19 pandemic impacting
markets globally.

The ACT industrial market has shown resilience
during this difficult time and we are keeping a keen
eye on the market as the government economic
incentives are wound back and the full impact of
COVID-19 begins to be realised.
The ACT sub $1.5 million industrial market has
continued to be dominated by owner-occupiers with
a reasonable level of demand seen throughout the
year. There have been limited investment sales in
the region so far this year. In the current climate,
investors are drawn to assets with strong sublease
covenants and expiries.
The large general increase in Territory rates in
the ACT over recent times has impacted the net
cash flow position of commercial and industrial
properties in the ACT and is impacting resulting
capital values. As a result, Queanbeyan remains

55 Lorn Crestwood NSW 2620

Source: commercialrealestate.com.au
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The ACT’s large public service sector and shortterm government incentives such as JobKeeper
and JobSeeker and other various schemes have
helped provide stability to the market.

a popular alternative to the ACT due to its close
proximity to Canberra and comparatively low
Council rates. We note the vacant possession
sale of 55 Lorn Road, Crestwood in May through
Burgess Rawson via private treaty after one month
of marketing for $1.5 million with an initial asking
price of $1.3 million. Strong interest was received
during the marketing campaign. The sale reflects a
rate of $2,044 per square metre of building area.
The ACT industrial market has historically been
resilient in times of hardship and it continues to
show its resilience. We will be watching with keen
interest how the year closes.
James Feeney
Valuer

In the current climate, investors are drawn to assets with strong
sublease covenants and expiries.
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