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It feels a bit like traditional retail just can’t catch a 
break in the 21st century.

Bricks-and-mortar retail centres were already 
seeing turnover fall and foot traffic reduce as 
online trading ramped up.

Then the pandemic arrives and outlets are pretty 
much told to shut up shop.

We now sit in a time of uncertainty but, as history 
shows, this is the point where innovation and 
adaption can meet and prevail.

So, what is the future of retail and, specifically, 
shopping centres in the wake of the pandemic?

Anthony De Francesco is the managing director 
of Real Investment Analytics and specialises in 
commercial property metrics and analysis.

Mr De Francesco said that while the pandemic 
has been called a retail destroyer by some, his 
perspective is more positive.

“Even before COVID, retail was going through a 
transformation. The only thing that COVID did was 
push fast forward on that,” he said.

Mr De Francesco said shopping centres as a 
concept began in earnest in the 1970s and have 
been evolving ever since, from the addition of 
cinemas and entertainment in the 1980s through to 
food courts and specialist eateries in the 1990s and 
early 2000s.

But the latest challenges will require an even more 
strategic approach by centre owners and a reliance 
on the excellent data now available.

Key among them will be adapting tenancy mix 
and design to meet the needs of catchment-area 

demographics and the local community.

Mr De Francesco said the public should see a new 
type of centre emerge as a result.

“A retail centre that’s no longer strictly just a 
“shopping centre”. It becomes a hybrid product, or 
a quasi-retail shopping centre.

There’ll be shopping centres which will have a 
massive bolt-on (outlets) not just in terms of one or 
two tenants, but a whole new sector which will sit 
alongside it.

So, for example, say we’ve got more retirees in a 
catchment – like retirement homes and aged care 
facilities building up around our shopping centre. 
How should we accommodate them?

Well, you’re going to have a retail shopping centre 
that’s a hub for health services where you’ve 
got a physio, a dentist, an x-ray facility and other 
specialty services. It’s really a change in the 
demand, which is now requiring a supply response.

Similarly, if you’re in a young family demographic 
and you’re providing services to a mum with two 
kids, she wants to have educational facilities in that 
shopping centre. She wants to have maybe a gym 
she can go to while the kids go and do an education 
class too.”

Mr De Francesco said the traditional centre will 
evolve even further to become a mixed-use 
community hub.

“Now we’re rethinking what a “shopping centre” 
actually is,” he said.

“The future could be where the shopping centre 
doesn’t simply stand alone in a residential precinct. 

Part of the shopping centre might be a residential 
apartment block. There might be student 
accommodation. There might be an education 
facility in the shopping centre complex with early 
learning or preschool or afterschool care. Things 
like that. 

In that same precinct, you might get a health 
services precinct, like we were talking about before. 
So, you could actually get amalgamation of all of 
these services coming together.”

Mr De Francesco said there could also be future 
design relief for those who’ve felt cloistered by the 
lockdown.

“People want to shop in a centre where there’s a bit 
of air, open air space.

I think this is something that’s not just within 
retail, but it’s also embraced by the office sector 
now – this whole movement towards mixed use and 
community. People want to be in an environment 
where they don’t feel like they’re enclosed and 
shopping centres in the past have been closed.”

But change doesn’t come cheap. Shopping centres 
are big, cumbersome beasts of buildings where 
altering design, tenancy mix and structure are both 
expensive and time consuming.

But adaption is necessary, according to Kevin 
Brogan, director of Valuation Policy and 
Compliance at Herron Todd White.

“I’ve seen first-hand that there can be commercial 
resistance. While in the United States in 2019 – 
pre-pandemic but with retail still struggling due to 
online – there were several large shopping centres 
across the nation that were shutting down because 
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the cost challenges were deemed too severe,” Mr 
Brogan said.

“We may well see a return to “main street” 
shopping as people shy away from enclosed 
shopping spaces. By securing the right tenancy mix 
organically and creating a community space that 
caters to its residential catchment, main streets 
overcome some of those cost and time hurdles 
that face large, enclosed, single-owner shopping 
centres.”

Mr Brogan said this should extend to a reinvention 
of city-centre retail.

“Because of COVID, city centre retailers face the 
challenge of the loss of customers due to less 
“commuting shoppers”, office workers and tourists. 
They also need to deal with high overheads and 
customers paying for parking.

But there is now an opportunity to rethink this 
space as a shopping destination hub,” Mr Brogan 
said.

For those operators who feel it’s all too difficult, Mr 
De Francesco had some sobering advice.

“The transformation process has risks, but the 
question is, “Is it riskier if you do nothing?”

I think everyone’s come to that point. By remaining 
idle and lethargic, there’s more risk because the 
increasing obsolescence of what you’re offering to 
the community is more apparent.

COVID has made it absolutely black and white that 
the retail model needs to change now to survive.”

Mr De Francesco also sees a door opening for new 
participants in retail property.

“If you’re not in the retail space and you want to 
get into the retail space, I think this is a great time 
because you’ll find opportunities.

Some current owners will want to get out because 
they see the sector as too risky or too hard. Others 
might buy in at this point in the cycle at a relative 
“bargain”. What was someone’s constraint or 
challenge is somebody else’s opportunity.”
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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. 

Entries coloured purple indicate positional change from last month.

National Property Clock: Retail
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New South Wales 
Overview
The retail sector, on the whole, was being 
challenged to adapt and survive well before the 
pandemic. Now, COVID-19 has added another layer 
of complexity for stakeholders.

But not all retail property investments will be 
affected and the events that stimulate one market 
into action will differ from those that drive another.

This month, our teams around Australia reveal what 
makes their retail markets tick and what influences 
will come into play over the next few months.

Sydney
Like most other assets, transaction volumes for 
Sydney retail assets can be seasonal, however 
volumes are more likely to be a response to 
economic drivers.

Buyer activity for retail assets is typically a result 
of several factors. These include local businesses 
looking to purchase their existing tenancies, owner-
occupiers wishing to secure their location, investors 
seeking retail assets with strong, long term lease 
covenants, and demand from developers wishing to 
secure and amalgamate sites.

Sales activity for retail is primarily driven by 
fluctuations in capital values. In a strong market, 
investors typically look to capitalise on their 
investment and reinvest in other areas with greater 
growth prospects. In some instances we have also 
noted some businesses upsizing or expanding. 
Conversely, some sellers are motivated by 
increasing vacancies and it is not uncommon to see 

a newly leased asset placed on the market for sale. 
Increases in holding costs and perceived risks can 
also drive retail assets onto the market. The move 
to online shopping has forced some retailers to 
close storefronts thus increasing the sales volumes.

A driving factor of supply and demand for retail 
in some areas is the surge of residential property 
values which has coincided with an increase in 
the redevelopment of mixed use sites. This trend 
has been ongoing for some 10 years. This surge in 
redevelopment has seen an increase in the supply 
of ground floor retail space, which is often required 
under the planning provisions. A good example of 
this trend can be seen across South Sydney, which 
saw a surge in retail supply when developments 
reached completion. This has led to an oversupply 
of such stock, which has now been an issue in some 
areas for some five to ten years.

In other areas, adaptation to changing demands 
has resulted in renewed tenant demand. Examples 
of this can be seen in Redfern and Summer Hill. 
These two local retail precincts have traditionally 
been dominated by local businesses that service 
the local population and whilst this remains the 
case, both of these areas have seen an increase in 
demand as they become go to locations for small 
restaurants and bars.

The COVID-19 pandemic continues to have 
implications for the Sydney retail property 
market. We are currently concerned about smaller 
retail precincts, particularly inner-city areas that 
rely heavily on food and beverage sales. Some 
areas have seen severe increases in vacancies. 
In other areas we are witnessing a slow return to 
normal with increases in trade leading to a revival 
and the slow reopening of some businesses. 
Overall, we are predicting rental reductions 
and an increase in required incentives in some 
areas, which we anticipate will result in a decline 
in capital values. Whilst there are currently few 
sales to demonstrate the impact the pandemic is 
having, some of those that have occurred have 
shown a decline in value. We have also noted an 
increase in properties available for both sale and 
rent in some areas and some difficulty with off 
the plan strata retail that is now coming up to 
settlement in a diminished market.

We maintain the view that investment in retail 
assets will diminish as they are considered to be 
highly volatile and, as a result, we anticipate a 
decline in values. The retail market is facing a long 
recovery period for which we cannot know the full 
extent as yet.

Angeline Mann
Commercial Director 
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The COVID-19 pandemic continues to have implications for the Sydney retail 
property market. We are currently concerned about smaller retail precincts, 
particularly inner-city areas that rely heavily on food and beverage sales. 
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Wollongong
Overall retail trading conditions remain 
challenging for many local traditional shop front 
businesses, particularly in the Wollongong CBD 
which has seen a decline in foot traffic due to 
the COVID-19 pandemic and associated work 
from home directives still in place for numerous 
commercial office tenants. Suburban retailers, 
particularly in the food and beverage sector, 
have seemingly benefited from the change in 
work patterns, reporting improved customer 
visits since the April lockdown, while many of the 
large national bulky goods retailers that have 
an online ordering system have been reporting 
strong sales figures.

Despite some serious initial concerns, retail 
leasing activity has not fallen off a cliff with many 
landlords still coming to terms with tenants albeit 
with higher incentives that typically include a rent 
free or rental discount period over the initial six 
to 12 month period of the lease term. It is our view 
though that the real test is still to come with many 
of the government programs and schemes to be 
wound back over the coming months. 

Sales activity remains at a low level with several 
sales occurring over the past six months in the 
sub $1 million range to owner-occupiers and only 
a couple of retail investment sales in the higher 
price range. Investors during these periods are 
typically seeking defensive assets with strong 
long term lease covenants with the market 
predicting a long period of low inflation.  

Scott Russell
Director

There is sales evidence for prime retail assets with 
sound leases and strong tenants being sold at firm 
yields based on the low interest rate climate and 
the relatively low yields available from alternative 
forms of investment. 

Ken Potter
Director

Lismore & Inland Northern Rivers

Like many regional locations, Lismore has a 
traditional older style strip retail market which 
is driven by owner-occupiers and long-term 
investors with generally limited new product. 
Regional areas tend to have a more modern 
shopping centre which includes a more shopper 
friendly precinct with air-conditioning and food 
court. The more modern retail shopping centres 
tend to attract larger national tenants and chains, 
while the traditional CBD and strip localities tend 
to attract a variety of eclectic shops, small local 
retailers, banks and are progressively dominated 
by office, food and coffee shops and employment 
and health services groups.

The COVID-19 pandemic on top of an already 
very tough retail market is stretching many 
businesses to the limit. The extent of any impact 
over the coming 12 months cannot be predicted. 
The leasing market particularly for retail is in a 
state of flux with many tenants under high levels 
of financial stress and actively taking advantage 
of the National Code of Conduct (receiving rental 
abatements or rental reductions) which make cash 
flow for investors less certain.

Ultimately, the sustainability of many businesses 
will not be revealed until the National Code of 
Conduct and JobKeeper are removed or no longer 
seen to be relevant, at which time we may be in a 
position to determine the true demand and supply 
conditions evident in each market. We believe 

Coffs Harbour
There was an oversupply of retail accommodation 
within the Coffs Harbour locality prior to the 
influence of COVID-19.

Since the pandemic, there have been broad scale 
registration and negotiations for rental relief. 

Local commercial agents have indicated circa 80 
per cent of retail tenant claims have been settled at 
rent relief based around a 50 per cent discount of 
monthly rent for an initial period of three months.

Discounting within major shopping centres is 
reported to be higher, with landlords recognising 
retention of tenants as the number one priority 
through the initial phase of the COVID-19 
restrictions.

Agents report very few business closures and those 
that have are mainly linked to businesses that were 
struggling prior to the pandemic.

Local business is gradually reopening subject to 
social distancing but there is likely to be ongoing 
ramifications for retail premises associated with 
restaurant dining, cafe and entertaining as the 
economic effects of compliance are recognised 
within the business expense structure. This may well 
impact the ability to meet rents struck pre-COVID-19 
and also require landlords and tenants to revisit 
the size requirements for these premises to remain 
viable through the pandemic compliant period. 

The valuation of investment property affected 
by claims for rent relief or likely to be subject 
to claims will usually include a below the line 
adjustment for loss of rent which is deducted from 
the capitalised value.

Despite some serious initial concerns, retail leasing activity  
has not fallen off a cliff.
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pandemic and the government’s subsequent 
stimulus response to play out. 

As the government stimulus is wound back there 
are many questions from investors and tenants 
alike. Will there be high levels of retail foreclosure 
and vacancy? Will the rental returns be as strong 
as they were this time last year? Will a vaccine be 
available in the first half of next year, returning 
us to a normal way of life? The questions remain 
unanswered and financial forecasting to any degree 
of accuracy is impossible given the potential for 
flare ups and hot spots - Melbourne is the example 
at the moment. 

If Newcastle was to go into a stage 4 type lock 
down next year after the federal government 
stimulus package comes to a close, the floor would 
simply fall out from under the feet of retailers. 
While this is towards the worst case scenario for the 
retail market, it certainly is a credible potentiality. 
As such and quite rightly, the investor market for 
retail property in and around Newcastle is having 
a bit of a breather at the moment, waiting for the 
storm to pass. We’re very much hoping for a return 
to normal market conditions but when that happens 
and what damage will happen in the meantime is in 
the lap of the gods. 

Ed Thwaites
Director

Ballina/Byron
At face value, we would have expected these 
towns, which tend to be more reliant on the 
tourist markets, to be the most significantly 
impacted when the social distancing regulations 
came into place.

Specialist leasing agents reported a significant 
level of negotiations under the National Code of 
Conduct (tenants receiving rental abatements or 
rental reductions), with a high level of concern 
as to the sustainability of the retail segment 
given the very high rents, however the improving 
tourist market and opening of domestic travel 
appears to have reduced market concerns. It 
would appear the market considered this to be a 
shorter term impact and as such some considered 
the opportunity to enter a normally tightly held 
market.

Consistent with the inland localities, evidence is 
very scarce, however two sales in Byron Bay saw a 
relatively modest correction in the order of five to 
seven per cent while other sales, including a mixed 
retail and residential use close to the CBD and semi 
retail use properties in Byron industrial estate have 
shown little to no change.

Martin Gooley

Director

Newcastle
The Newcastle and Hunter Region retail market 
really does appear to be in a holding pattern at the 
moment in terms of both sales and leasing activity. 
The retail market is waiting for the COVID-19 

that many markets have a false floor as a result of 
government policies and support.

Some smaller towns have experienced 
strengthened trading as travel to larger regional 
centres has been less appealing and locals 
have worked from home instead of travelling to 
regional centres. Food and coffee take away shops 
have also reported improved trading despite 
COVID-19 as people seek superior takeaway food 
and coffee as a relief from home isolation or 
working from home.

As to sales to demonstrate a true market 
position, they remain elusive and each sale 
needs to be considered in context rather than 
broad assumption.

A strata retail space has sold for one-third of the 
price of a nearby sale in 2017. While at face value 
this would appear a significant indicator, the most 
recent sale was by an estate and the vendors had 
limited motivation to hold or maximise the price. 
Ultimately the sale was an overwilling vendor 
selling in a very uncertain market.

The up and coming auction of the old Black 
Sombrero on 11 September may provide some 
guidance. 

While evidence of market transactions is limited, 
there remains a level of quiet optimism that 
things will improve and some level of normalcy 
will return.

Martin Gooley
Director

While evidence of market transactions is limited, there remains a 
level of quiet optimism that things will improve and some level of 
normalcy will return.
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Melbourne
From 2 August 2020, the Victorian Premier Mr 
Daniel Andrews introduced Stage 4 restrictions 
within metropolitan Melbourne and Stage 3 
restrictions in regional Victoria due to the ongoing 
impact of the Coronavirus (COVID-19) pandemic. 
These restrictions provided a range of measures, 
including the shutdown of all non-essential retail 
activity, in order to limit the movement and 
interaction of people and contain the spread of the 
virus. The current restrictions are applicable until 
midnight, 13 September 2020, although this date 
may be extended. 

Within metropolitan Melbourne most retail 
businesses including all pubs, clubs, restaurants 
and cafes (with the exception of takeaway services), 
in addition to gyms, beauty salons, hairdressers 
and other non-essential services have had to close 
due to the Stage 4 restrictions. Supermarkets, 
liquor stores, pharmacies, fresh food retail 
such as butchers and bakeries, post offices and 
newsagencies have been identified by the state 
government as providing essential services and 
remain open for trade.

There have been limited recent sales or rental 
transactions of retail property. Since the 
implementation of Stage 3 restrictions in early 
July 2020, public on-site auctions in metropolitan 
Melbourne were banned and forced to move back 
online. During Stage 4 restrictions, in-person 
property inspections are also banned. Discussions 
with a number of selling agents confirm that 
properties that were due to be auctioned were 

The recent sale of a large format liquor store leased 
to ASX listed Woolworths Group Limited trading 
as Dan Murphy’s, which indicated solid purchaser 
demand and a strong result, is summarised as 
follows:

Address: 2 Fletcher Road, Chirnside Park, VIC, 3116

Sale Date: July 2020

Sale Price: $12.522 million

Purchaser: Private investor

Yield: 3.94%

Rate per square 
metre of GLAR:

$9,028

Site Area: 5,917 square metres

GLAR: 1,387 square metres

Zoning:
Commercial 1 Zone (C1Z) under the Yarra 
Ranges Shire Planning Scheme

Building:
A single level, freestanding, large format 
liquor store constructed in 2017

Car Parking Spaces: 69 open car spaces

Tenant:
Woolworths Group Limited trading as Dan 
Murphy’s

Use: Liquor store

Lease Term:
15 years commencing December 2017 with 
options totalling 30 years (one term of ten 
years and four terms of five years each).

Base Rent: $493,437 per annum plus GST

Victoria

converted to expression of interest campaigns 
whilst others were postponed indefinitely. We 
understand that in many cases where the vendor 
does not have to sell the property, it is being held 
until there is a greater level of market certainty. 

The lack of new listings in the market and the 
removal of properties from the market may be 
cushioning any impact in the short term. We 
are expecting to see extended selling periods as 
vendors hold properties in an attempt to offset any 
discounting required to secure a purchaser in the 
short term. 

Properties with strong lease covenants to national 
operators and those with tenants who operate 
essential services which have demonstrated strong 
sales volumes during the pandemic period, such 
as supermarkets and liquor stores, continue to 
attract demand from purchasers when available 
for sale and there is some evidence of transactions 
occurring at or around the vendor’s asking price.

Dan Murphy’s Chirnside Park Source: commercialrealestate.com.au 
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specifies that landlords must not terminate the 
lease or draw on a tenant’s security and tenants 
must honour their lease. It also includes a provision 
requiring commercial landlords to accept rent 
reductions in proportion to a tenant’s decline in 
turnover due to the COVID-19 pandemic. This is 
being achieved through a combination of rent 
waivers and deferrals. Adjustments for rental 
abatements and deferrals have been integrated 
into our valuations to account for the short-term 
impacts of the pandemic.

On 20 August 2020, the Victorian Government 
announced an extension of the ban on evictions 
and rental increases until 31 December 2020. 
Additional measures will also be introduced, 
with commercial landlords required to provide 
rent relief in proportion to the decline in 
turnover being experienced by eligible tenants 
going forward. The Victorian Small Business 
Commission will now also have greater capacity to 
make an order on rent relief if a landlord refuses 
to respond to rent relief requests.

Commercial landlords may also be eligible for 
financial assistance including an increased land 
tax discount, up to 50 per cent from the previous 
25 per cent. A fund of $60 million for eligible 
small commercial landlords will be available via a 
hardship scheme, which will provide up to $3,000 
per tenancy. The government is also encouraging 
banks to continue working with customers who 
are struggling to pay their mortgages as a result 
of the pandemic.

Nathanial Ramage
Property Valuer

 With continued economic downturn and job 
uncertainty, it is likely that there will be a reduction 
in discretionary spending during the remainder 
of 2020. Once the JobKeeper allowance reduces 
from 28 September 2020 there could be increased 
unemployment and further reduction in wage 
levels. Non-discretionary spending such as 
supermarket and food shopping is likely to remain 
strong however discretionary spending such as on 
clothing and footwear and household goods is likely 
to remain at low levels.

The decline in retail spending, and in particular 
in store spending, is likely to place an increased 
burden on retailers’ occupancy costs and continued 
downward pressure on leasing demand and rental 
levels. If these trends continue, tenants may find 
it more difficult to sustain current rental levels 
which may ultimately result in declining retail rents, 
increased vacancy levels and downward pressure 
on capital values.

Following the federal government’s announcement 
in April 2020 of the Mandatory Industry Code of 
Conduct for Commercial and Retail leases across 
Australia, the COVID-19 Omnibus (Emergency 
Measures) Bill 2020 passed in the Victorian 
Parliament on 23 April 2020. It is applicable where 
the tenant is an eligible business for the purpose of 
the government’s JobKeeper programme and is for 
small and medium-sized enterprise tenants with an 
annual turnover of up to $50 million. 

The code of conduct includes various principles 
for landlords and tenants which will apply during 
the Coronavirus (COVID-19) pandemic period. It 

Turnover Rent 
Provision:

Two per cent up to $25 million; plus 1.75 
percent between $25 million and $27 
million; and 1.50 per cent in excess of $27 
million. Turnover rent is not currently 
payable. 

Current Total Net 
Income:

$493,437 per annum plus GST

WALE: 12.4 years

Comments:

Sold following an Expressions of Interest 
campaign conducted by commercial real 
estate agency Dawkins Occhiuto. The selling 
agent advised that there was a strong level 
of interest in the property and the sale price 
was in excess of the initial expectation. 

While prime retail properties with secure long-
term leases and strong lease covenants continue 
to be attractive to investors, conversely there has 
been a decline in demand for secondary or vacant 
properties. It is expected that there will be a greater 
divergence between yields for prime and secondary 
properties over the next 12 months. 

It is evident that due to the impact of the 
Coronavirus (COVID-19) pandemic and ongoing 
economic uncertainty, there is currently a 
significantly reduced level of leasing demand 
from prospective retail tenants. Longer leasing up 
periods are applicable for vacant tenancies and 
there is downward pressure on rents. Discussions 
with leasing agents indicate that since March 
2020 there has been a significant decline in 
the level of enquiries received for vacant retail 
tenancies.

The limited numbers of new leases that have 
occurred appear to be generated by operators who 
are classified as providing essential services. We 
also understand there has been an increase in new 
lease enquiries for smaller retail space from food 
and beverage operators adapting to the increase in 
demand for takeaway and home delivery services. 

Commercial landlords may also be eligible for financial assistance 
including an increased land tax discount, up to 50 per cent from 
the previous 25 per cent. 
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Echuca/Deniliquin
Local traders in Deniliquin are reporting Christmas-
like demand as a result of COVID-19. 

Deniliquin is located in south-west New South Wales 
with a relatively static population of 7,500 people.

The Christmas-like demand is due to border 
restrictions, as many locals do a reasonable 
percentage of their shopping in the nearby 
Victorian town of Echuca. Furthermore, the 
JobSeeker and JobKeeper payments have 
increased the disposable income of many 
recipients, with an electrical and white goods 
retailer reporting that he has been one of the real 
winners during the COVID-19 pandemic.

The local IGA supermarket and bottle shop has 
reported in the local newspaper that trading is at 
record levels.

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 market place, however it is unlikely 
that there will be any downward correction in levels 
of value in this sector in the short term.

John Henderson 
Director

Bendigo 
The retail sector within the Bendigo property 
market has shown highly limited transaction 
activity in the past six months. New retail leasing 
activity also remains limited.

Hargreaves Mall continues to struggle with 
increased retail vacancies. A combination of the 
Mall being closed to vehicle traffic, competition 
from the enclosed shopping centre within the 
CBD and the current COVID-19 restrictions are 
proving exceedingly challenging for retail traders, 
particularly in this precinct. However, change is 
underway with planning approval recently granted 
for a 110 room 4.5 star hotel development within 
Hargreaves Mall. The development will form part 
of the Beehive building and will also incorporate 
a restaurant, café and function facilities. Once 
constructed, the hotel could bring much needed 
foot traffic back to Hargreaves Mall and the broader 
CBD area. A further hotel development in Mollison 
Street has also been proposed with planning 
approval pending. This proposal includes 148 
rooms, parking, wine bar, café, function rooms, pool 
and wellness spa and could provide an additional 
boost for the CBD. Despite the current challenges, 
there are a number of developers backing the 
Bendigo CBD with project proposals and should 
they come to fruition, CBD retailers could be in for a 
long-awaited boost. 

Trent Goodman
Registered Valuer 

Local traders in Deniliquin are reporting Christmas-like demand  
as a result of COVID-19. 
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Brisbane
Since the outbreak of the Coronavirus (COVID-19) 
pandemic and its effects on the greater economy, 
we have seen a significant drop in sales activity 
across Brisbane for retail assets compared to 
previous years. 

Whilst it is difficult to conclusively ascertain the 
full impact of the crisis on the market at this 
time, we consider that, generally, retail markets 
in Brisbane are reflective of such markets 
everywhere and possibly the worst affected 
asset class by the ongoing crisis. The principal 
characteristic is uncertainty at the present 
time, as the COVID-19 crisis has accelerated a 
number of trends which were already particularly 
impacting retail assets.

The helicopter view indicates that there are 
increasing vacancies across most retail asset 
classes and significant downward pressure on 
rentals accordingly. The hardest hit sector of 
the market is discretionary retail shops where 
the move to online retailing has accelerated 
significantly. This is impacting major shopping 
centres, CBD retailing and high street fashion 
precincts and is highlighted by increasing levels of 
vacancy around most of Brisbane. This will in turn 
will put downward pressure on rental levels and 
increase the likelihood of higher tenant incentives. 

Additionally, it is evident that a number of 
Brisbane’s inner urban village precincts are 
now in distress with rents under enormous 
pressure. Many tenants are on rental relief, with 
early signs of longer-term rental reductions or 

For investors, there is very strong demand for any 
retail properties with strong lease covenants. In 
particular, single tenant fast food properties or 
service station properties are in good demand, as 
long as they have long term secure rental streams.

Well leased convenience centres are saleable, 
however there is very limited stock at the present 
time and still some uncertainty about the post 
COVID-19 rental situation.

Neighbourhood centres are also sought after by 
investors, however the quantity of available stock 
is very low and there are few sales accordingly.

At the higher end of the market there is a 
reasonable degree of off market activity, however 
the stabilised rental situation will not be clear for 
a long period of time and potential opportunistic 
investors are very wary. 

At this point in time, with no end in sight for the 
COVID-19 restrictions and the possibility of future 
tightening in Queensland as seen in the southern 
states, it is apparent that the situation for retail 
is likely to retain a high level of uncertainty for a 
period of time to come and subdued sales activity 
as a result. The longer the crisis persists, the longer 
and more painful the recovery process will be.

Alistair Weir
Director

Queensland

renegotiated agreements, particularly for the 
higher end of the market. Whilst some cafes 
and restaurants have been able to successfully 
remix their trade to incorporate strong takeaway 
operations, the inability to maximise their leased 
accommodation through COVID-19 restrictions is 
not a sustainable proposition. 

There is also an increasing level of conflict in the 
major centres between owners and tenants as the 
COVID-19 restrictions continue. The high levels of 
rent relief provided through the crisis are coming 
to an end and owners are increasingly unwilling 
to take a disproportionate share of the pain. 
Retailers on the other hand are in many cases in 
a life or death struggle for survival and cannot 
profitably pay the previous rental levels. 

This increasing downward pressure on rental rates 
has the potential to cause a fall in capital values 
over the short term due to the loss of net rental 
income and will ultimately have an individual effect 
on properties. This may give rise to more volatile 
conditions and a greater disparity between prime 
and secondary retail assets. The latter are more 
affected by current market conditions.

On a positive note, fast food and takeaway 
operators have seen strong sales growth through 
the COVID-19 period and have been a major 
beneficiary of the COVID-19 impacted economy.

Additionally, it is evident that a number of Brisbane’s inner  
urban village precincts are now in distress with rents under 
enormous pressure. 
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Address 16 Kerry Rd, Acacia Ridge

Sale Date 04/03/2020

Sale Price $1,401,000

WALE/LTC 3.82

Lettable Area 250m2

Passing Yield 6.26%

Analysed Market Yield 6.26%

$/m2 Lettable Area $5,604

Comments: The property sold fully leased to a single tenant 
Commonwealth Bank of Australia on a 4+2+2 year lease term 
which expires 31 December 2023; Lease Term Certain: 3.82 
years; Passing Net Rent: $87,690 per annum plus GST.

16 Kerry Rd, Acacia Ridge Source: commercialrealesatte.com.au 

Lot 1, 10 Market Street, Brisbane City Source: commercialrealesatte.com.au 

159 Morayfield Rd, Morayfield Source: commercialrealesatte.com.au 70 Kedron Brook Rd, Wilston Source: commercialrealesatte.com.au 

Address 159 Morayfield Rd, Morayfield

Sale Date 01/06/2020

Sale Price $2,620,000

WALE/LTC 4.84

Lettable Area 352m2

Passing Yield 6.21%

Analysed Market Yield 6.21%

$/m2 Lettable Area $7,443

Comments: The property sold fully leased to Westpac Banking 
Corporation which commenced on 29 March 2020 for an 
initial period of five (5) years with two further option periods 
of Five (5) years each. The annual rent reviews are fixed at 
3% in favour of the Lessor. This reflects a Lease Term Certain 
(LTC) of 4.84 years.

Address 70 Kedron Brook Rd, Wilston

Sale Date 27/05/2020

Sale Price $3,650,000

WALE/LTC 1.48

Lettable Area 260m2

Passing Yield 5.95%

Analysed Market Yield 5.67%

$/m2 Lettable Area $6,272

Comments: The property sold fully leased with a WALE 
(by income): 1.48 years; Market Net Rent (PVA adjusted): 
Approximately $207,348 per annum. The sale price reflects 
$6,272 per square metre over the commercial lettable area 
after apportioning a capital value ($1,900,000 or $475,000 
per unit) over the residential and exclusive use areas ($1,550 
per square metre or $119,350)

Address Lot 1, 10 Market Street, Brisbane City Comments: The property sold fully leased to a single tenant 
‘Malt Traders’ on a 5+5 year lease term expiring 1 December 
2023; Lease Term Certain: 3.73 years; Passing Gross Rent: 
$82,297 per annum plus GST or $914 per square metre of RSA 
per annum plus GST; Outgoings: Assessed at approximately 
$19,271 per annum plus GST or $214 per square metre of RSA 
per annum plus GST; Passing Net Rent: $63,026 per annum 
plus GST.

Sale Date 10/03/2020

Sale Price $1,104,425

WALE/LTC 3.73

Lettable Area 90m2

Passing Yield 5.71%

Analysed Market Yield 5.71%

$/m2 Lettable Area $12,271
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Nobbys Beach for sale Source: realcommercial.com.au 

This location has gone from strength to strength 
over recent years and with planned upgrades as 
part of the Light Rail Stage 3 extension, it is only 
a matter of time before another cash injection 
is on the cards. The building is underpinned by 
a new five-year lease to an established Burleigh 
Heads operator, although as trading has only 
recently commenced, the market is clearly acting 
cautiously. In any other market, an asset like this 
would walk out the door, which highlights the risk 
averse thinking of investors in this space at the 
moment. 

Ryan Kohler
Director

Sunshine Coast
The retail market has seen some significant ups 
and downs over the past six months across the 
Sunshine Coast. Obviously, there was the shutdown, 
which impacted the market generally during April, 
however different areas have noted differing 
responses since.

encourage business activity, which is good 
for the long-term sustainability of a precinct; 
conversely, this will result in downward pressure 
on short term value levels. 

Ultimately each property owner’s investment 
strategy may vary, so there will be winners and 
losers in this respect.

Moving on to the investment market and similarly, 
it has been very quiet on the home front; 
understandably so, as the current climate has 
brought a high degree of uncertainty to the market. 

Property owners working with sitting tenants 
through trading restrictions or rent reductions 
have been busy keeping their houses in order and 
there has been a reluctance to test the market 
whilst their respective properties would be seen 
as being in a state of flux. Conversely, property 
owners with solid, well-performing tenants on long 
leases know they are sitting on a rare commodity 
and whilst it would be tempting to cash in whilst 
there is weight of capital looking for a home in 
the property market, replacing that return on 
investment is a challenge in the prevailing low 
interest rate environment.

To this end, we have seen very few quality retail 
properties hit the market of late. A search of 
realcommercial.com reveals some 100 properties 
available throughout the Gold Coast, however the 
majority are smaller strata titled opportunities. 

The most notable retail property currently on the 
market is the ex-Hellenika restaurant building at 
Nobby’s Beach.

Gold Coast
Trying to get a read on the Gold Coast retail market 
can be tough at the best of times, however now, as 
we enter the third quarter of 2020, we really have 
our work cut out for us.

It was only five short months ago that the cracks 
in the market started to form and whilst we are 
far from having a steady footing, some confidence 
is starting to creep back into the market (rightly 
or wrongly). 

As mentioned in our last retail newsletter, the 
leasing market was the fastest and hardest hit at 
the onset of the COVID-19 pandemic, with a near 
overnight surge in vacancies and a total lack of 
business confidence. However, in relative terms, 
the panic was short lived, and it was only a matter 
of time before entrepreneurs began hunting for 
opportunities from adversity. One local leasing 
agent revealed inspection numbers dropped as low 
as two to three per week at one point but are now 
on par or even higher than the first quarter of 2020.

That being said, leasing transaction numbers are 
still low, with property owners still coming to grips 
with the inevitable repositioning of the rental 
market. At this point, the trend appears to be for 
shorter term leases to prove up a business model 
before exercising longer term options. Tenants are 
also reluctant to make a large upfront investment 
on fitouts, so generic pre-fitted shops are striking 
a chord. 

Rental rates being achieved have been sporadic, so 
we will not yet make a call on where that is likely to 
land, but the chances are many landlords along the 
coastal strip will have to adjust expectations to entice 
tenants, particularly within the core tourism hubs. 

Unfortunately, however, this can be a double-
edged sword. Reduced rental rates will 

One local leasing agent revealed inspection numbers dropped as low as two 
to three per week at one point but are now on par or even higher than the 
first quarter of 2020.
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others unfortunately have felt the full force of the 
COVID-19 impact.

While businesses which have seen higher trade 
volumes may be prompted to purchase properties, 
as purchasing in the current low interest rate 
environment can be cheaper than leasing, 
we consider that there is still a high degree 
of uncertainty in the retail property market, 
particularly for vacant space. Investors are still 
active in the market for properties which are 
tenanted, but buyers remain selective and have a 
strong preference for property with good unexpired 
lease terms or WALEs. There remains limited 
investor appetite for vacant retail property from 
speculative investors.

Retail within these areas has typically been based 
on the fortunes of the main economic drivers of 
either Rockhampton or Gladstone rather than 
seasonal spending. With the agriculture, mining 
and resources sectors more buoyant, there 
appears to be greater discretionary income in 
some sectors of the community which may result 
in greater retail activity for some industries. 
There certainly appears to be a wide variation in 
the fortunes of retailers depending on location 
and industry. 

In short, in the current changed retail landscape, 
some retailers will thrive whilst others may 
unfortunately exit the industry. Sales and 
purchases of retail properties will remain 
reliant on the economic fortunes of their retail 
tenants, which are likely to remain volatile for the 
foreseeable future.

Richard Dunbar
Property Valuer

Townsville
Activity in the retail sector is currently subdued and 
remains at the bottom of the market cycle.

The sub-$5-million market for smaller sub-
neighbourhood centres remains attractive due to 
the price point and yields. These centres offer a mix 
of key retailers and generally offer a less volatile 
cash flow. Typically they have low vacancy rates 
as tenancies are less impacted by changes in the 
greater retail environment. Due to this mix, rental 
abatements are less likely in these centres due to 
adverse trading conditions as a result of COVID-19.

The impact of COVID-19 on major retail centres 
appears to be an acceleration of the transition from 
traditional retail to online shopping. It is likely that 
rental abatements in these centres is higher due to 
the forced shift in retail shopping by consumers to 
online following shutdown restrictions. This shift 
has seen traditional retail shoppers embrace the 
online platform. This will likely further exacerbate 
the tough retail conditions traditional traders have 
faced over the past few years. 

Jason Searston
Director

Rockhampton & Gladstone 
The retail sectors in the greater Rockhampton 
and Gladstone areas can be best described as a 
mixed bag, with some retailers benefiting from the 
changed discretionary spending landscape and 
a push by locals to support local retailers, whilst 

In early May, agents were reporting an increase in 
enquiry for good locations, though smaller local 
tenant style shops. Several leases were struck 
in the sub $30,000 per annum range across 
Maroochydore, Mooloolaba, Coolum and Caloundra 
during May as a result of this. It was for a range of 
local retail shops, small cafes and service operators 
such as hairdressers and beauty salons. 

Larger retail space has proven more difficult to lease 
over the past four to six months and this is within the 
typical retail strips as well as in the bulky goods style 
sector. Agents have reported that once the quantum 
of rental increases passes $50,000 per annum, the 
overall level of demand drops considerably.

One of the interesting facts has been the 
increased tourism seen across hinterland style 
markets over the past three months. Retailers 
in areas such as Maleny, Kenilworth, Eumundi, 
Cooroy and Yandina have reported very strong 
Saturday and Sunday trading conditions due 
to local day trip travellers. As a result, there is 
limited vacancy in these townships.

We have seen very few sales of retail stock over 
the past six months with sales of investment 
style holdings in Buderim, Noosa Heads and 
Maroochydore that have indicated pre COVID-19 
yields are being maintained, though with some 
adjustments for rental abatements.

Owner-occupiers are also active in the sub 
$750,000 market currently with a number of 
smaller holdings changing hands over the past six 
months and values being upheld.

Chris McKillop
Director

One of the interesting facts has been the increased tourism seen 
across hinterland style markets over the past three months. 

The impact of COVID-19 on major retail centres appears to be an 
acceleration of the transition from traditional retail to online shopping.
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Toowoomba
Retail leasing in Toowoomba has been subdued in 
2020, which has been a reflection of both reduced 
tenant demand and the effects of COVID-19. 

Investor demand has remained strong but the lack 
of quality, fully leased properties has limited the 
number of investment sales. The most recent retail 
investment sales of note in Toowoomba include the 
following: 

 ◗ Beaumont Tiles & Burson Auto – 52 Clifford 
Street, Toowoomba City - A modern showroom 
warehouse complex located to the southern 
fringe of Toowoomba’s CBD. WALE of 3.28 years. 
Sale price of $2.5 million with a net yield of 7.11%.

 ◗ RB Sellars - 11 Annand Street, Toowoomba City – 
Older, recently refurbished building with a ground 
floor retail tenancy and first floor office tenancy. 
WALE of 2.82 years. Sale reflected a passing net 
yield of 7.62%. Sale price of $3.75 million.

Recent retail development activity in Toowoomba 
includes the following:

 ◗ The refurbishment of Bridge Street Plaza 
was completed earlier this year. The centre’s 
supermarket tenancy was extended to 
accommodate Aldi and a number of new specialty 
tenants have been secured. The centre is now 
being marketed for sale. 

 ◗ Construction of the new Coles Supermarket 
in Glenvale has been completed with the store 
opening for trade in August. The centre includes 
the supermarket, a Liquorland and a café.

what percentage of businesses now closed or 
operating part time will reopen when Jobkeeper 
ends. Interestingly some restaurateurs are 
trading well with a mix of Queensland and local 
clientele. 

One of the main concerns is that international 
tourism plays a large part in the Cairns economy 
and it is unknown how long it will be before 
significant numbers of foreign travellers return to 
Australia and Cairns in particular. It is expected 
that the retail sector will continue to struggle in the 
short to medium term.

Commercial agents have reported that up to 70 per 
cent of retail tenants they manage have requested 
and received rental reductions of 50 to 100 per 
cent of normal rent levels, though many continue 
to pay outgoings. The vast majority of these 
businesses are directly tourism-driven along The 
Esplanade and around the central business district. 
Most of the agreed reductions are due to expire at 
the end of September.

Agents report very little demand from potential 
lessees at this time and it is considered too early to 
identify whether there is any genuine discounting 
of rents from landlords at this stage, though 
good incentives are available for potential lessees 
seeking long term lease agreements. On a positive 
note, smaller suburban retail outlets that cater to 
the local market have fared much better than the 
tourist retail sector.

Shane Quinn
Managing Director

Mackay
The retail sector in Mackay can be categorised 
into four main sectors: bulky goods retail which 
is predominantly located at Mount Pleasant and 
Greenfields; CBD retail; neighbourhood centres; 
and large shopping centres such as Canelands 
and Mount Pleasant Plaza.

There has been one recent CBD retail lease at a 
rental of $20,000 per annum gross, which is fairly 
typical for older retail tenancies which are taken 
up by small local businesses. Higher annual rentals 
are achieved in neighbourhood centres which have 
better car parking and cross-trading potential. We 
are aware of a recent neighbourhood centre shop 
rental of $45,000 per annum gross to a new, local 
start up retailer. These leases were executed at the 
beginning of the COVID-19 pandemic.

There are still a number of large vacancies within 
the bulky goods retail sector.

We are not aware of any new retail investment 
sales, although we believe that there would be 
continued strong demand for neighbourhood 
shopping centres with strong anchor tenants and 
long average lease expiries. We would expect 
to see a tightening in yield rates if any new 
transactions were to occur.

Kristie Shorten
Property Valuer

Cairns
The Cairns retail sector has been hit hard by 
COVID-19. Much of the retail sector caters to 
the tourist trade, being cafes, restaurants, duty 
free stores, tour booking agencies and retail 
outlets in the central business district. Without 
the flow of interstate and international tourists, 
many businesses have simply closed by choice 
or are opening part time. It is difficult to gauge 

Commercial agents have reported that up to 70 per cent of 
retail tenants they manage have requested and received rental 
reductions of 50 to 100 per cent of normal rent levels.
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 ◗ Construction of a new Aldi Supermarket in 
Highfields commenced in June this year. This will 
be the fourth Aldi in the Toowoomba area.

Ian Douglas
Director

Wide Bay
The retail property market is in a similar boat 
to the industrial and office markets, which have 
experienced soft demand for vacant premises or 
premises with short term unexpired lease terms. 
Leased retail investment stock where the tenant 
is not affected significantly by the economic 
impacts of COVID-19 remain in demand and supply 
is low. Of concern is the very soft demand from 
owner-occupiers for retail premises, which has 
often provided a floor to the property market in 
the Wide Bay in the entry level price brackets.

Southside Central Shopping Centre sold in 
February 2020 for $11.8 million, demonstrating 
a yield of 7.44% and $4473 per square metre 
of GLAR. The property was purchased with a 
reportedly strongly trading boutique Foodworks 
supermarket and a high percentage of medical 
tenants. Bourbong Street Medical Centre sold 
for $5.075 million, demonstrating a yield of 
6.78% and $5194 per square metre of GLAR 
with a six year WALE (approximately). These two 
sales reflect the continuation of strong demand 
for retail investment property with secure 
rental income.

Grant Collins
Property Valuer
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Adelaide
Of all property sectors and markets, retail is the 
one that could least afford any turbulence coming 
into 2020, and the ongoing disruptions from the 
COVID-19 pandemic have further unsettled the 
retail property market. Looking back at our March 
edition, we flagged that sales of retail properties 
were already at low levels and buyers aren’t rushing 
into the market at present. 

The easing of the restrictions in South Australia has 
been most welcomed by the retail sector, allowing 
retailers to trade, albeit with some restrictions and 
social distancing measures in place. In our March 
issue, as we looked at the year ahead for retail 
property, we flagged the importance of lowering 
overhead costs at bricks and mortar stores whilst 
also adapting to take advantage of the online 
market. In hindsight, these look like sound points 
and they remain important moving forward in the 
current COVID-19 world.

The major stimulant for buyers in a retail property 
market is the availability of finance. With interest 
rates at record lows, the cost of borrowing is at an 
all-time low. Having said that, investors purchasing 
tenanted assets still have to be careful given the 
rent-free periods and rent reductions that some 
tenants are requiring at present as well as the 
increased risk of vacancy. 

Looking to the South Australian retail property 
market, volumes remain low in comparison to 2019. 
Retail rents have remained stable throughout 
2020, with a low number of transactions to indicate 
any significant changes. Corelogic data indicates 

a significant decline in Adelaide CBD commercial 
property sales in the latest quarter compared to 
the first quarter of 2020. 

Retail sales have recovered in recent months with 
the ABS indicating that Victoria is the only state to 
record a monthly fall in July of this year. National 
retail sales for July 2020 increased by 3.3 per 
cent, outperforming forecasts and despite the 
reintroduction of Victorian lockdown and curfew 
laws. The spike in retail sales was mainly driven 
by household goods and also influenced by the 
recovery in most states of cafes, restaurants and 
food services. 

There are set to be some major retail transactions 
in South Australia in the latter part of 2020, with 
billionaire property developer Con Makris looking to 
offload the Rundle Mall City Cross shopping centre, 

along with the North Adelaide Village shopping 
complex. The sales of these two centres, along with 
the sale of the Newton Village shopping centre 
earlier in 2020, highlight a significant sell-down of 
large format retail assets. 

There are significant planned developments in 
the large-format retail market, however a number 
have been put on hold given the current economic 
climate. The stage 6 Burnside Village development 
on the corner of Portrush and Greenhill Road has 
been delayed. Owners and developers, the Cohen 
Group, are continuing to work through plans for 
the project, with the potential addition of 130 new 
specialty stores, cinema and dining options. The 
development site has been cleared and levelled 
however will lay dormant until the Cohen Group 
decides the time is right to proceed. 

With the amount of economic stimulus in the 
current market and economy, determining what 
stimulates buyer and seller activity in the retail 
sector is increasingly difficult. At present, the 
main focus of landlords is tenant retention and 
providing their tenants with rent relief or rental 
abatements in the short term to maintain the 
tenant in the long term. In a market where we 
expect sales and leasing volumes to remain low, the 
main stimulant for a buyer in this market is tenant 
security. Supermarkets, hardware stores and retail 
stores of a non-discretionary nature that feature 
a long lease with secure covenants will become 

South Australia
The major stimulant for buyers in a retail property market  
is the availability of finance. 

City Cross Shopping Centre in Rundle Mal  Source: realcommercial.com.au 
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more sought after. In the current climate, which 
features the unique mix of low borrowing costs, 
reducing funding and poor returns from other 
forms of investment, the main stimulant for buyers 
is likely to be the idea of value; obtaining a good 
return relative to the perceived risk. This, however, 
is harder than ever as sellers are becoming 
increasingly reluctant to sell an asset that meets 
that description. 

Chris Winter
Commercial Director
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Perth
Prior to the advent of the COVID-19 pandemic, the 
retail property market in Perth was already facing 
challenging conditions. Demand for retail space 
was hampered by restrained consumer spending 
due to perceived increases in the cost of living, high 
household debt and slow wage growth coinciding 
with the state’s sluggish economic performance. 

Additionally, online retail spending continues to 
grow rapidly and apply further pressure on the 
viability of bricks and mortar retail, especially on 
discretionary retailers operating from suburban 
strip outlets. 

Overall, despite some renewed optimism in the 
resource sector, confidence in general remains 
depressed. Unfortunately, the COVID-19 pandemic 
has only made the situation worse. The impact on the 
trading ability of businesses across almost all retail 
property classes has been severe and pronounced. 

The notable exception however is demand for 
investment grade retail property (e.g. neighbourhood 
shopping centres). These assets remain highly sought 
after, often meeting key criteria that sophisticated 
investors are seeking in the current climate such 
as long remaining lease terms (i.e. WALE), non-
discretionary tenancy mix backed by strong lease 
covenants and sound locational attributes with a 
growing population catchment. 

Investors seem to be taking advantage of the 
spread between the low cost of debt and retail 
investment yields. Where all or a majority of these 
metrics are satisfied, very tight yields are being 

achieved in the current market despite the general 
malaise that continues to impact the wider Western 
Australian economy. 

The proven resilience of the asset class appears 
to have actually heightened appetite for such 
convenience based centres in the wake of the 
COVID-19 pandemic. 

As an example, the Carramar Village shopping 
centre recently sold for $33.5 million at a passing 
yield of 6.2%. The property, anchored by a 
Woolworths Supermarket, was acquired by an 
interstate fund manager. The property previously 
transacted in 2012 for $22.75 million at a yield 
of 8.15%, providing clear evidence of yield 
compression for this asset class. 

However, there remains limited stock available 
for acquisition. Vendors would appear reticent to 
sell despite the tight yields being achieved given 
insufficient levels of return available in alternative 
investment vehicles. 

In these uncertain times, prospective investors 
will likely continue to seek out retail developments 
possessing a high, non-discretionary tenancy 
profile and a proven anchor tenant. Each 
occupant’s financial strength and lease term will be 
closely examined and weigh heavily above all other 
fundamentals on any decision making. 

Assets which do not possess these key criteria are 
however less attractive and tend to transact at a 
much higher yield reflecting the greater tenancy risk.

By way of example, the neighbourhood-sized Halls 
Head Shopping Centre just outside Mandurah was 
acquired by AON Investments in March 2020 for 
$6.3 million at a passing yield of 8.91%. The vendors 
are approaching their twilight years and for this 
reason decided to put the property to market. 

Contrary to the above however, sites in traditional 
high street locations also remain keenly sought after 
despite the level of tenancy risk which is a function of 
the scarcity of sites offered to the market in these 
locations and the high underlying land value. Yields 
for similar sites below 5.5% are not uncommon.

At the time of writing, the state government has 
extended Phase 4 Coronavirus restrictions until 
24 October 2020 (having previously earmarked 29 
August to move to Phase 5), citing the resurgence 
of cases in Victoria and New Zealand. 

Nonetheless we see the existing malaise in broader 
retail property market conditions continuing in at 
least the short term, as rental values remain under 
pressure with steady vacancy levels and the risk of 
tenant delinquency lingers. 

Greg Lamborn
Director

Western Australia
In these uncertain times, prospective investors will likely 
continue to seek out retail developments possessing a high, non-
discretionary tenancy profile and a proven anchor tenant. 
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Darwin
Most of the Darwin retail sector has survived 
2020 relatively intact. With life having returned 
to relatively normal across the Territory, we have 
our fingers crossed that it will stay that way into 
the future.

The main exception is the hospitality sector. 
Although interstate tourists are now trickling in, we 
are approaching the end of the dry season. Many of 
these operators have missed the majority of their 
on-season trade this year and will have to wait until 
April or May 2021 before the next tourist season. 
Although there has been significant government 
assistance to help these traders through, many still 
face a bleak wet over the next six months or so.

The lack of international travel means that many 
Territorians who would normally holiday in Bali 
or other parts of south-east Asia are staying at 
home, so despite the reduced number of interstate 
tourists, many of the Top End’s campgrounds have 
been as full as ever, populated by locals. As a result, 
retailers in some categories have reported strong 
results throughout the pandemic, due to money 
that would normally go overseas. 

Categories for relatively inelastic demand such 
as supermarkets have also generally performed 
well. Most retail tenants in suburban areas have 
been able to maintain their rental payments right 

throughout the pandemic or with just a short 
period of rent relief in March and April when there 
was a high degree of uncertainty.

The major development in retail in Greater Darwin 
has been the opening of the new Bunnings store at 
Palmerston. This store opened in late August and 
is one of the largest in Australia. The property is 
being purchased by Charter Hall for $41.3 million 
at a yield of 5.70% subject to a long term Bunnings 
lease. This is a very low yield in the Darwin market 
and is indicative of the high regard that the market 
has for Bunnings properties.

Terry Roth
Director

Northern Territory

Retailers in some categories have reported strong results 
throughout the pandemic, due to money that would normally  
go overseas. 
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Canberra
The retail market has faced a challenging year 
due to the COVID-19 pandemic with many retail 
businesses seeing reduced trade. With offices 
supporting employees working from home, there 
has been less foot traffic in the office precincts of 
the Canberra CBD, inner north and inner south.

We have seen landlords offering short term 
COVID-19 relief to existing tenants in the form of 
short-term rent-free periods and rental deferments. 
Leasing activity has still been active although we 
have seen higher incentives required for landlords 
to secure tenants in the current market.

Limited sales have occurred over the past six 
months, generally small suburban retail units in the 
sub $1 million range. Investor interest during this 
period has primarily been in defensive assets with 
strong, long term lease covenants with the market 
predicting a long period of low inflation.

James Feeney
Valuer

Australian Capital Territory

We have seen landlords offering short term COVID-19 relief to 
existing tenants in the form of short-term rent-free periods and 
rental deferments. 
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TALK TO YOUR LOCAL EXPERT

Commercial

NT Terry.roth@htw.com.au

SA Chris.Winter@htw.com.au

QLD Alistair.Weir@htw.com.au

ACT Scott.Russell@htw.com.au

VIC Jason.Stevens@htw.com.au

WA Matt.Tanner@htw.com.au

NSW Angeline.Mann@htw.com.au

TAS Andrew.Peck@htw.com.au

Residential

NT Will.johnson@htw.com.au

SA Jarrod.Harper@htw.com.au

QLD David.Notley@htw.com.au
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VIC Angus.Shaw@htw.com.au

WA David.Abel@htw.com.au

NSW Angus.Ross@htw.com.au

TAS Angus.Shaw@htw.com.au




