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About This Report 

 

Preston Rowe Paterson prepare standard research reports covering the main 
markets within which we operate in each of our capital cities and major regional 
locations.  
  
The markets covered in this research report include the commercial office market, 
industrial market, retail market, hotel and leisure market and residential market as 
well as economic factors impacting on the real estate markets within we operate. 
  

We regularly undertake valuations of commercial, retail, industrial, hotel and leisure, 
residential and special purpose properties for many varied reasons, as set out later 
herein. We also provide property management services, asset and facilities 
management services for commercial, retail, industrial property as well as plant and 
machinery valuation. 
  
To compile the research report we have considered the most recently available 
statistics from known sources. Given the manner in which statistics are compiled and 
published they are usually 3-6 months out of date at the time we analyse them. 

Where possible we consider short term movement in the statistics by looking at daily 
published data in the financial press. Where this shows notable fluctuation, when 
compared to the formal published numbers we have commented accordingly. 
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Economic Fundamentals  

GDP  
 

GDP figures for the September quarter are not available until the 3rd 

December 2014 however Preston Rowe Paterson Research over the 

June 2014 quarter revealed that the Australian economy recorded 

growth of 0.7% seasonally adjusted which reflected growth of 3.2% 

seasonally adjusted over the twelve months to June 2013. 

 

In seasonally adjusted terms, the main industry gross value added 
contributors to GDP were Manufacturing which increased by 2.1%, 
Construction which increased by 1.4% and Accommodation and food 
services up by 4.5%.  

Chart 1 ð Gross Domestic Product (GDP) ð Source ABS 

Labour force 
 

Over the month to September 2014, the number of unemployed 
people increased by 11,027 from 735,530 in August to 746,557 in 
September which is a 1.50% increase. In comparison to September 

2013, the number of unemployed people has increased by 52,306 
which reflected a percentage increase of 7.53%. The unemployment 
rate is 6.1%.  

 
The number of employment over the month to September 2014 
recorded a decrease of 29,700 persons from 11,622,200 in August to 

11,592,500 in September. In comparison to September 2013, 
employment in Australia recorded growth of 126,130 reflecting a 
percentage increase of 1.1%. 

 
New South Wales experienced a large absolute decrease in 
seasonally adjusted employment by 4,100 persons. The 

unemployment status in New South Wales over the September 
Quarter increase by 0.1% to 5.8%. 
 

 

Interest Rates  
 

As at the date of publishing, the official Cash Rate over the 
September quarter 2014 remained unchanged at 2.50%. The 
Reserve Bank of Australiaôs Media Release for October 2014, 

released 7th October 2014 explained that; 
 
ñIn Australia, most data are consistent with moderate growth in the 

economy. Resources sector investment spending is starting to 
decline significantly, while some other areas of private demand are 
seeing expansion, at varying rates. Public spending is scheduled to 

be subdued. Overall, the Bank still expects growth to be a little below 
trend for the next several quarters.ò  

 

The media release also stated that inflation is expected to be 
consistent with its 2%-3% target over the next two years.  

Chart 3 ð Cash Rate ð Source RBA 

Chart 2 ð Unemployment ð Source ABS 
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CPI  
 

According to the Australian Bureau of Statistics (September 2014), 

the Australiaôs All Groups CPI increased by 0.5% over the September 
quarter from 105.9 to 106.4. The annual CPI change to September 
2014  recorded a growth of 2.3%. 

 
The most significant price rises over the September quarter were for 
fruit (+14.7%), property rates and changes (6.3%). The greatest price 

fall over the September quarter was attributed to electricity (-5.1%) 
and automotive fuel (-2.5%). 

Consumer Sentiment 
 
The Westpac Melbourne Institute of Consumer Sentiment Index fell 

by 4.6% in September from 98.5 index points in August to 94 index 
points in September. Over the quarter the index has increased by 
0.8 points. Over the twelve months to September the index declined 

by 16.6 index points, reflecting a decline of 15.01%. 
 

The Index has fell below the June quarterôs recovery and is ex-
pected to continue to do so. Westpacôs Chief Economist, Bill Evans 
stated; ñThis is a surprising and disappointing result...From June to 

August the Index had lifted by 5.9% to find it only 1.3% below the 
pre-Budget level. The Index is now 5.8% below the pre-budget level 
and only 1.1% above the post-Budget printò. 

Chart 5 ð Consumer Sentiment Index ð Source  - Westpac ñMelbourne 

Institute Survey  

 

Chart 4 ð Consumer Price Index ñSourceñABS 
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Commercial Office Market 

Sydney CBD 

85 Harrington Street, Sydney, NSW 2000 

Arena Investment Management has sold a boutique office building in 
the Sydney CBD to a private investor in an off market deal. The 
property sold for $50 million on an initial yield of 8.4% reflecting a 

rate per m2 of $6,400. The building is currently 95% leased to QBE 
Australia and New Zealand, with its lease expiring in January 2017. 
The Harington Street leasehold spans over six levels, has 52 car 

spaces and comprises a total area of 7,800 m2 The B-Grade 
building has frontage to Gloucester Street and Cumberland Place 
and is located near the Four Seasons Hotel and landmark buildings 

such as Grosvenor Place.  
 
31A Pitt Street, Sydney, NSW 2000 

Property developer Richard Guôs AXF Group and its joint venture 
partner Ever Bright Group have purchased The Rugby Club at 
Sydneyôs Circular Quay. The consortium paid $21 million for the 

site, which is one of the last remaining waterside developable blocks 
in the CBD. The sale of The Rugby Club included the land way 
known as Rugby Place, which was part of its appeal for the buyer. 

Circular Quay is located 1.6 km north-east of the CBD.  
 

 
Leasing Activity  
 
Preston Rowe Paterson Research recorded several notable leasing 
transactions that occurred in the Sydney CBD office market during 
the three months to September 2014; 

 

 
225 George Street, Sydney NSW 2000 

Bupa Australia has signed a new 10 year lease to move to AMPôs 
NAB House, lease commencing on 1st January 2015. Bupa will 
lease out 5,400 sqm across 4 levels.  

 
Level 14, 189 Kent Street, Sydney, NSW 2000 
Fuel and lubricant services firm Petrofin International will move its 
headquarters to a larger B-grade office in the Sydney CBD. Petrofin 

has agreed to a 7 year lease with an initial gross annual rental of 
$485 psm.  
 

Tower C, 300 Elizabeth Street, 
Sydney, NSW 2000 
Online Education firm Open 

Colleges have signed an 8 year 
lease at Centennial Plaza in 
Sydneyôs CBD. The company 

negotiated an 8 year lease for 
5,200 sqm over 4 levels. It has 
been estimated that Open 

Colleges will pay a gross rent psm 
in the early to mid-$600 bracket, 
excluding any market incentives.  

 
Level 10, 1 Market Street, Sydney, NSW 2000 
Law firm Madison Marcus will be moving offices to a 1,087 sqm suite 

located at Level 10, 1 Market Street, Sydney. The company will pay 
an annual rent of $735 psm over a 5 year term for the fully fitted out 
space.  

 
20 Bridge Street, Sydney NSW 2000 
The Australian Securities Exchange has renewed its leased at its 

landmark building on Bridge Street. The ASX signed on for another 
10 years paying approximately $7 million net annual rent, at $700 
psm over the leased area of approximately 10,000 sqm. The lease 

deal included a 30% incentive.  
 
 

4 

Investment Activity  
 

Preston Rowe Paterson Research recorded major many sales 
transactions that occurred during the three months to September 
2014; 

 

 

201 Kent Street, Sydney NSW 2000 

Investa Commercial Property Fund had exercised its pre-emptive 
right over the Maritime Trade Tower for $173 million. The fund now 
has 100% ownership of the lessee's interest in the property. The 

office tower comprises of office and retail space which includes the 
35 level Aon Tower and the heritage-listed Grafton Bond building 
and 264 car spaces. 30% of the tenancies will expire after 15 months 
and the overall average lease expiry is 4.3 years. Key tenants are 

Aon and Austrade.  
 
8 Windmill Street, Millers Point NSW 2000 

Property investor Mark Henderson has bought the waterfront offices 
at Sydneyôs Walsh Bay, next to the new Headland Park, for $28 
million. The passing yield was approximately 7.5%. The building 

has a net lettable area of 3,820 sqm.  
 
50 Carrington Street, Sydney NSW 2000  

DEXUS Property Group had sold 50 Carrington Street office tower to 
Canadian development giant Brookfield Office Properties for $88 
million. The 15 storey building has a net lettable area of 10,885 sqm 

with 95% leased out and 
has a 4.5 years WALE. The 
planned purchase was for 

the future development of 
Brookfieldôs $1 billion office 
development at One 

Carrington Street, 
stretching across the 
Menzies Hotel and Thakral 

House. 
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Development Sites 

The Property Council of Australiaôs (PCA) Office Market Report July 

2014 have recorded a few office developments that are in various 
stages of the Sydney office pipeline.  
 

190-200 George Street office redevelopment is currently in the site 
works stage and is anticipated to be completed in 2016 or later. The 
new office building will provide 38,676 sqm of net lettable area 

across 35 levels with floor plate sizes of approximately 1,200 sqm. It 
will also include 476 sqm of retail area and provide 63 car spaces. 
The building will be the new home of Ernst & Youngôs Sydney office.  

 
333 George Street office 
development is currently in the 

construction phase and is due to 
be completed in 2016 or later. 
The development will provide a 

12,500 sqm of NLA over 14 office 
levels and include approximately 
2,100 sqm of retail area. The 

average floor plate size is about 
950 sqm and have 20 car 
spaces. 

 
 
The DA approved Central Park development, owned by Central Park 

Joint Venture, at Broadway that was scheduled to be completed in 
the 4th quarter of 2015 has been mooted. If construction is to 
commence, it would provide 55,000 sqm NLA across 18 office levels 

and 235 car spaces. There will also be 3,000 sqm of retail area. The 
average floor plate size is approximately 3,500 sqm.   
 

Chart 6 ð Sydney CBD Office Stock by Grade - Source - PCA 

Level 20, 680 George Street, Sydney NSW 2000 

IT company Freelancer.com has leased 1,800 sqm office area in the 
World Square office tower on a 5.5 year term at $750 psm, approxi-
mately $1.35 million gross annual rent.  

 
20 Windmill Street, Walsh Bay NSW 2000 
Dentsu Aegis Network 

(Aegis) had lease an addi-
tional 1,466 sqm on top of 
its existing lease of 4,578 

sqm and Bond One office 
building. The rents are 
understood to be between 

$580-$700 psm. Aegis had 
signed for a 5 year term, 
and its current lease will 

expire in March 2015.  
 

Supply by Grade (Stock) 
 

Analysis of the PCAôs Office Market Report July 2014 had revealed 
that the 5 Grades of office space has revealed that there was new 
supply entering the Sydney CBD Office Market over the six months 

to July 2014.  
 
Premium Grade office stock accounted for 6,000 sqm of withdrawals 

with no additional supply in the six months to July 2014. Premium 
Grade space now comprises of 794,963 sqm of the market. 
 

A Grade office stock experienced a supply increase of 15,256 sqm 
which was weighed against a 14,625 sqm of stock withdrawal. The 
withdrawals were most likely due to the redevelopment and refurbish-

ments of A Grade properties. The total stock for A Grade office space 
was 1,813,863 sqm. 
 

B Grade office stock growth was second to the A Grade stocks with 
14,174 sqm of additional supply. However, there was a 2,062 sqm 
space withdrawal in the past 6 months. Total stock for B Grade ac-

count for 1,574,731 sqm. 
 
Similar to the premium grade stock, the C Grade office space record-

ed the a supply withdrawal of 11,825 sqm. As at July 2014 total C 
Grade stock was recorded at 573,008 sqm. The D Grade office stock 
experienced a 1,436 sqm decrease in stock supply amounting to 

175,623 sqm of total supply.  

16.1%

36.6%31.8%

11.6%
4.0%

Sydney CBD Office Stock by Grade

Premium A-Grade B-Grade C-Grade D-Grade

Source: PCA/Preston Rowe Paterson Research

Net Absorption 
 

The entire Sydney CBD office market recorded a net absorption of 
57,272 sqm in the twelve months to July 2014. All grades of office 
space, with the exception of D Grade which fell by 2,419 sqm, rec-

orded an increase in net absorption in the six months to July 2014. B 
Grade office reflected the highest growth in net absorption at 25,776 
sqm, followed by Premium Grade at 16,549 sqm. A Grade and C 

Grade recorded net absorptions of 13,484 sqm and 3,882 sqm re-
spectively.  

5 
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Chart 7 ï Sydney CBD Office Net Absorption ï Source PCA 
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Investment Activity 

Preston Rowe Paterson Research recorded few major sales 
transactions that occurred during the three months to September 

2014; 
 
 

28-23 Myrtle Street, North 
Sydney NSW 2061 
Owners Corporation Ltd had sold 

the three storey office building to a 
private investor for $5 million, 
reflecting a rate of  $4,136 psm. 

The 1,209 sqm office building is 
located close to the Mater North 
Sydney Hospital, public transport 

and the Australian Catholic 
University.  
 

 

Leasing Activity  
 
Preston Rowe Paterson Research recorded several notable leasing 

transactions that occurred in the North Sydney office market during 
the three months to September 2014; 
 

73 Miller Street, North 
Sydney, NSW 2060 
Online deals group LivingSocial 

will expand and move to Investa 
property Groupôs A-grade tower 
from Pitt Street in the Sydney 

CBD. The group will lease an 
entire floor of 11,380 sqm at the 
North Sydney building on a 

gross rent of approximately 
$500-$600 per m2 under a 
medium term lease for several years. North Sydney is 5.4 km north of 

Sydneyôs CBD. 

Vacancy Rates 
 
The Sydney CBD office market vacancy as a whole had remained 
steady as at July 2014. In six months to July 2014, total office market 
vacancy had tightened by 0.6% to 414,359 sqm.  
 

The total direct vacancy level had fallen by 0.3% to 388,963 sqm 
(7.9%). The sub-lease vacancy accounted for 0.50% of total vacancy 
amounting to 25,369 sqm. The decrease in both office stocks and 

vacancy conveys a relatively subdued recovery in the market.  
 
Almost all grades of office stock recorded a decrease in vacancy 

except for D Grade. The Premium Grade stock experienced the larg-
est fall in total vacancy of 1.6% to 65,311 sqm. Followed by both B 
and C Grade stock vacancy declining by 0.7% to 119,994 sqm and 

40,705 sqm respectively. A Grade recorded a marginal tightening of 
0.2% to the total vacancy at 172,808 sqm.  
 

D Grade recorded 1.3% increase in office vacancy amounting to 
15,541 sqm. 

North Sydney 
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Chart 8 ï Sydney CBD Office Vacancy ï Source PCA 
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