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SHORT-TERM UNDERSUPPLY 

  

The twelve months to September 2016 has seen positive news for landlords in Sydneyõs 

CBD office market as supply contracted due to withdrawals taking place from 

redevelopments, conversion and Sydneyõs Metro Line project. Sydney CBDõs market 

performance is leading the rest of the countryõs, albeit the risk of undersupply 

undermining the market in the short term. Strong investment capital flowing into one of 

Australiaõs main attractor of capital has meant that demand is strong in Sydney CBDõs 

rental market. The diminishing supply of space has worked in the favour of landlords as 

they looked to increase rents and decrease incentives. The presence of yield 

compression, combined with growth in the rental market is both good signs for the 

appreciation of capital value of Sydney CBDõs offices.   

 

Withdrawals have increased to 110,731 sqm as of July 2016, a figure that is reported by 

the Property Council of Australia as doubling that of historical average. Significant 

withdrawals include 10 Shelley Street  (formerly KPMG), 182 George Street  and 33-35 

Pitt Street- all of which have been withdrawn for refurbishment. Furthermore, supply 

has also been strong, with 126,474 sqm added in the half year to July 2016. The PCA 

reported that by the end of 2016, òmore than 5% of Sydney CBD stock will be added 

to the marketó. Notable additions to the office supply include Tower 3 of International 

Towers Sydney , 200 George Street , with Tower 1, International Towers Sydney  and 333 

George Street  to be completed towards the end of 2016.  
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Developments  
 

According to the Property Council of Australia, the second half 

of 2016 will bring along 140,191 sqm of office space through the 

completion of the major developments around Sydney CBD. 

The following major developments will bring along a total of 

181,081 sqm of space for the year ending 2016:  

 

International Towers Sydney Tower 3 , part of the three high rise 

Premium Grade office buildings of International Sydney, is has 

been completed in the second quarter of 2016. The tower is 

bounded by Hickson Road, Shelley Street and Sydney Harbour 

at Welsh Bay. The owner of the tower, Lend Lease , will supply 

79,352 sqm of net lettable area over 38 office floors, with the 

average floorplate size at 2,300 sqm. Retail space will take up 

5,315sqm of the tower, with 167 car spaces available.  

 

International Towers Sydney Tower 1 will see its development 

being completed by the fourth quarter of 2016. This larger 

development, under the same owner as Tower 2 (completed 

June 2015) and 3, will have a net lettable area of 101,729 sqm 

over 48 office floors and of which 8000 sqm will be retail space. 

The average floorplate size will be 2,300 sqm, and contain 167 

carpark space in total.   

 

Along with the two Barangaroo developments, 200 George 

Street (38,590 sqm) and 8,532 sqm of refurbished space from 

Governor Macquarie Tower , along with other additions from the 

beginning of the year will contribute to the 2016 calendar year  

to a total of 5% of Sydney CBD stock added to the market.  
  

Yield  
 

Preston Rowe Paterson Research has observed that over the six 

months to September, yields have decreased to an average of 

6.28% for commercial offices across the Sydney metropolitan 

market. This figure reflect the recent trend of compression of 

yields in the office markets around Sydney, as this is a decrease 

of 0.63% from the periods between June and December of 

2015.  Sydney CBDõs yields averaged to 6.75% amongst the 

sales that took place during the six months to September. The 

Crows Nest/St Leonards precinct recorded the highest average 

yield of 7.83%, with Macquarie Park and surrounding areas 

recording the lowest, of 6.30%.  

SYDNEY OFFICE MARKET HIGHLIGHTS 

The six months to September brought through $3 billion in sales 

of commercial offices in and around Sydney. The majority of 

sales occurred in Sydneyõs Central Business District and North 

Sydney markets, however sales were also recorded in Crows 

Nest/St Leonards, Parramatta, Chatswood, Macquarie Park 

and suburban business parks further out from the CBD. We 

expect that as the development of the metro lines continue 

through to 2017, more office spaces would be absorbed which 

may lead to a problem of short -term undersupply and an 

increase in rental prices. Bearing in mind, major office projects 

around the Barangaroo precinct will assist to contain the surge 

in demand, however with the estimated withdrawals combined 

with the declining gross supply within the next twelve months, 

Sydney CBD is still expected to suffer a period of undersupply.  
 

Sales  
 

Sydney CBD once again recorded the most commercial sales 

during the 6 months period to September 2016. Notably, the 

significant transactions took place during this period include 

that of Sydney CBDõs 1 Shelley Street and 420 George Street, 

which were sold for $525 million and $442.5 million respectively.  

 

Furthermore, a significant sale also took place in Rhodes, of 3 & 

5 Rider Boulevard, which were acquired by Altis Property 

Management for a total of $235 million. The sale reflects a rate 

of 11,520 per sqm and an annual yield of 6.05%.  
 

Leases  
 

The six months to September has brought along a number of 

significant leasing activities throughout Sydneyõs metropolitan 

area. The majority occurred in the Sydney CBD, however, 

Parramatta, Macquarie Park and suburban business park areas 

have all recorded notable transactions through the period. The 

observed average rent for Sydney metropolitan is $435 per 

sqm, on an average term of 4.92 years.  

 

 

A significant lease signed through the 

September quarter was one signed for 255 

George Street, in Sydneyõs CBD. Ord Minnett 

Ltd agreed to a 6 year lease of the 2,741 sqm 

premises at a rate of $750 per sqm, or 

$2,055,525 per annum.  

 

 

 

 Further out in North Ryde, a 10 year lease 

has been signed by Roche Diagnostics at 2 

Julius Avenue, at the rate of $315 per sqm. 

The premise is 3,455 sqm in size, and has a 

per annum rent of $1,088,325.  

 
 

 

Locality  Yield  (%) 

Sydney  5.38 

North Sydney  6.27 

Crowõs Nest/ St. Leonards N/A  

Parramatta  7.32 

Chatswood  6.00 

Macquarie  7.12 

Suburban Business Parks  8.03 

Average Yield  6.28 

 
Table 1ðAverage Yields in Sydneyôs Office Market for transactions between April-September 2016 
N/A = not currently available     
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COMMERCIAL OFFICE MARKET 

 

Sydney CBD  
 

 

Investment Activity  
 

The following table shows reported major sales transactions that occurred over six months to September 2016. Transaction information 

were gathered from various sources including The Australian Financial Review, The Australian and Commercial Property Monitors . 

Table 2 ðSydney CBD Sales Transactions  
*75% stake (Investa) 
** 25% stake (Mercer)  
N/A = not currently available    

Address Sale Price Vendor Purchaser Sale  DateNLA sqm Rate psm Yield

420 George Street, Sydney, NSW 2000 ** 150,000,000$     Lendlease
Investa Commercial 

Property Fund
Aug-16 37,688 15,920.00$                5.30%

36 Hickson Road, Sydney, NSW 2000 17,105,000$       Khoury & Partners
DEXUS Property 

Group
Jul-16 1,146 11,837.00$                N/A

10-14 Quay & 775-779 George Streets, Haymarket, NSW 200042,000,000$       Citadin
George 777 Pty  

(Hong Kong)
Jul-16 5,767 34,797.00$                3.90%

287 Elizabeth & 136 Liverpool Streets, Sydney, NSW 2000 55,000,000$       Citadin
AMA Holdings (Hong 

Kong)
Jul-16 5,566 9,392.00$                  4.90%

210 & 220 George Street, Sydney, NSW 2000 160,000,000$     Anton Capital (G.S.) Poly Real Estate Jul-16 13,674 $10,679- $12,246 N/A

140 Sussex Street, Sydney, NSW 2000 130,000,000$     RREEF Bank of China Jun-16 12,440 10,450.00$                5.75%

3 Spring Street, Sydney, NSW 2000 70,000,000$       Christie
Brookfield Prime 

Property Fund
Jun-16 7,450 9,396.00$                  6.50%

1 Shelley Street, Sydney, NSW 2000 525,000,000$     
Brookfield Office 

Properties 
Charter Hall May-16 32,986 15,916.00$                5.25%

420 George Street, Sydney, NSW 2000* 442,500,000$     Lendlease
Investa Commercial 

Property Fund
Apr-16 37,688 15,665.00$                5.30%

71 Macquarie Street, Sydney, NSW 2000 158,500,000$     AMP Capital Macrolink/ Landream Mar-16 9,447 16,778.00$                N/A

149-151 Castlereagh Street, Sydney, NSW 2000 120,000,000$     Blackstone Deutsche AM Mar-16 12,855 9,335.00$                  6.04%

Leasing Activity  
 

The following table shows reported major leasing transactions that occurred over six months to September 2016. Leasing information 

were gathered from various sources including The Australian Financial Review, The Australian and Commercial Property Monitors . 

Address Rent psm Rent pa Lesee Area sqm Term Start Date

123 Pitt Street, Sydney, NSW 2000 725$                 366,850$                TNS 500 6 Sep-16

123 Pitt Street, Sydney, NSW 2000 675$                 298,350$                CV Management Pty Ltd 442 2 Sep-16

383-395a Kent Street, Sydney, NSW 2000 685$                 228,790$                Dexus Property Group 334 N/A Aug-16

2 Chifley Square, Sydney, NSW 2000 N/A N/A KordaMentha 1,288 5 Aug-16

175 Liverpool Street, Sydney, NSW 2000 N/A N/A Ticketek 2,200 5 Aug-16

33-35 York Street, Sydney, NSW 2000 395$                 213,695$                Deals.com.au Pty Ltd 541 1 Aug-16

75 Elizabeth Street, Sydney, NSW 2000 750$                 166,500$                Serko Australia Pty Ltd 222 3 Aug-16

255 George Street, Sydney, NSW 2000 749$                 2,055,525$            Ord Minnett Ltd 2,741 6 Jul-16
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Table 3ðSydney CBD Leasing Transactions 
N/A = not currently available     

Development Sites  
 

The Property Council of Australiaõs (PCA) Office Market Report 

July 2016 have recorded office developments that are in 

various stages of completion within Sydneyõs office pipeline.   

 

Mirvac õs new development, located 

close to Circular Quay at 190-200 

George Street,  was completed 

during the second quarter of 2016. 

Jointly owned by Mirvac Property 

Trust and AMP Capital Wholesale 

Office Fund, the Premium Grade 

office tower features 39,225 sqm of 

net lettable space across 33 office 

floors, 476 sqm of retail area, 63 car 

spaces, 5 -star NABERS Energy rating 

and 6 -star Green Star rating. The property will be tenanted by 

accounting consultants EY across 28,300 sqm on a 10 year 

lease.  

 

Additionally, Charter Hallõs development at 333 George Street  

is due to be completed in the fourth quarter of 2016, and will 

bring 12,514 sqm of net lettable area into Sydney CBD office 

market.  

 

Supply by Grade (Stock)  
 

The July 2016 Market Report from the Property Council of 

Australia (PCA) revealed an increase of 126,474 sqm in the 

supply of office space in Sydneyõs Central Business District. This 

was offset by a withdrawal of 110,731 sqm of space, resulting 

in a higher total stock of 5,082,215 sqm in office space within 

Sydneyõs CBD.  

 

The increase in additional office space came solely from 

Premium Grade stock. Its supply increased by 122,724 sqm 

from previous figures in January 2016. Total stocks of Premium 

Grade, as at July 2016, stand at 1,052,848 sqm.  

Level 4/233 Castlereagh Street, Sydney, NSW 2000 400$                 324,400$                Alliance Australia 811 3 Jun-16

1-13 Bligh Street, Sydney, NSW 2000 950$                 177,650$                JN Solutions Australia 187 3 Jun-16

72 Bathurst Street, Sydney, NSW 2000 565$                 326,570$                Lonsdale Institution 578 3 Jun-16

55-67 Clarence Streetm Sydney, NSW 2000 760$                 156,560$                Bureau van Dijk Electronic 206 4 Jun-16

1 Castlereagh Street, Sydney, NSW 2000 795$                 272,685$                Evalesco Financial Services 343 N/A May-16

76-78 Liverpool Street, Sydney, NSW 2000 340$                 85,000$                  Captain Cook Institute Pty Ltd 250 N/A May-16

12 O'Connell Street, Sydney, NSW 2000 600$                 79,200$                  Emarsys Pty Ltd 132 1 May-16

20.7%

35.5%

29.3%

10.9%
3.7%

Sydney CBD Office Stock by Grade

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

Source: PCA/Preston Rowe Paterson Research

Chart 1 ï Sydney CBD Total Stock by Grade ï Source PCA 

Net Absorption  
 
The Sydney CBD office market has absorbed 147,245 sqm of 

space in the 12 months to July 2016. In the six months to 

January, the market absorbed 50,5000 sqm in office space.  

 

In the six months to July 2016, only Premium and B Grade stocks 

recorded positive net absorptions. They increased by 79,170 

sqm and 4,277 sqm respectively. On the other hand, A, C and D 

Grade office stocks experienced reductions in net absorption in 

the same period. A Grade offices declined the most, with 

26,008 sqm of spaced taken away. C and D  Offices 

experienced less dramatic decreases, of ð4,788 sqm and ð2,151 

sqm respectively.  
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Vacancy Rates  
 
Vacancy in the Sydney CBD office market tightened during 

the six months to July 2016. Total office market vacancy had 

tightened by 0.7% down to 5.6% (282,457 sqm). Of the 5.6% 

vacancy, 4.9% was direct vacancy and 0.7% was sub -lease 

vacancy.  

 

All grades of office stocks recorded a decrease in vacancy - 

except for Premium and C Grade office stocks -which 

increased by 3.2% and 0.6% to 11.3% and 6.0% respectively.  

The largest fall in total vacancy was reported by B Grade 

stocks, which fell by 3.3% to 3.5%. This is followed by a decline 

of 1.4% in A Grade stock to a total of 4.0%.  

Chart 2 ï Sydney CBD Office Net Absorption ï Source PCA 

Chart 3 ï Sydney CBD Vacancy Rates ï Source PCA 
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North Sydney  
 

 

Investment Activity  
 
The following table shows reported major sales transactions that occurred over six months to September 2016. Transaction information 

were gathered from various sources including The Australian Financial Review, The Australian and Commercial Property Monitors . 

Table 4 ð North Sydney Sales Transactions 
N/A= not currently available  

Address Sale Price Vendor Purchaser Sale  DateNLA sqm Rate psm Yield

90 Arthur Street, North Sydney, NSW 2060 75,000,000$        151 Property Group Deutsche AM Aug-16 9,256 $7,914.00 6.27%

61 Lavender Street, Milsons Point, NSW 2061 140,000,000$      Barana Group Aqualand Jul-16 10,500 $13,333.00 N/A

1 Denison Street & 77 Berry Street, North 

Sydney, NSW 2060 80,000,000$        Eastmark Winten Jul-16 N/A $21,333.33 N/A

52 Alfred Street, Milsons Point, NSW 2061 130,000,000$      Bridgehill Group Private investor Jun-16 10,000 $13,000.00 N/A

90 & 100 Mount Street, North Sydney NSW 2060 41,000,000$        Laing O'Rourke
DEXUS Property Group(50%);  

DEXUS Wholesale Property Fund 

(50%)

Apr-16 41,163 N/A N/A
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Development Sites  
 

The Property Council of Australiaõs (PCA) Office Market Report 

July 2016 noted that there are two active development in the 

North Sydney office market:  

 
177-199 Pacific Highway, North Sydney, NSW 2060  

The Norberry Terrace project, located at the corner of Berry 

Street and Pacific Highway, is due to be completed in the 

fourth quarter of 2016. The development will provide 39,383 

sqm of net lettable area over 31 office levels. Its average 

floorplate size stands at approximately 1570 sqm, with the 

additional  112 car park spaces available.  

 
Supply by Grade (Stock)  

 
As shown in the PCAõs Office Market Report July 2016, North 

Sydneyõs office market recorded a withdrawal of 28,265 sqm in 

office stock and zero additional supply for the half year to July 

2016.  

 

These withdrawals resulted in the decline in Premium Grade, B 

Grade and C Grade stocks of 5,713sqm, 9,096 sqm and 13,456 

sqm respectively. As of July 2016, their respective total supply 

stands at 30,787 sqm, 418,966sqm and 143,501 sqm.  

 

There was no change in the supply in the A -Grade and D -

Grade stocks, remaining at 186,296 sqm and 12,932 sqm 

respectively.   

Chart 4 ï North Sydney Total Stock Levels By Grade ï Source PCA 

3.9%

23.5%

52.9%

18.1%

1.6%

North Sydney Office Market

Premium A-grade B-grade C-grade D-grade

Source: PCA/Preston Rowe Paterson Research

Leasing Activity  
 

The following table shows reported major leasing transactions that occurred over six months to September 2016. Leasing information 

were gathered from various sources including The Australian Financial Review, The Australian and Commercial Property Monitors . 

Table 5ð North Sydney Leasing Transactions 
n/a = not currently available 

Address Rent psmRent pa Lesee Area sqm Term  Date

77 Berry Street, North Sydney, NSW 2060 395$                $              358,265 Eastmark Holdings Pty Ltd 907 3 Aug-16

77 Berry Street, North Sydney, NSW 2060 395$                $              358,265 Platinum Finance 907 3 Aug-16

Chart 5 ï North Sydney Office Net Absorption ï Source PCA 

Net Absorption  
 
Net absorption of offices in the North Sydney CBD market  

decreased by 20,849 sqm during the 12 months to July 2016. 

Furthermore, the 6 months to July brought upon a decline of 

25,870 sqm in net absorption.  

 

Positive net absorption was recorded was recorded for A, B and 

D Grade offices, of 4,305 sqm, 377 sqm and 490 sqm 

respectively.  On the other hand, large negative net absorptions 

were recorded for Premium and C Grade offices. The larger of 

the decline in net absorption stemmed from Premium Grade 

offices, of ð18,404 sqm. C Grade office stocks suffered a decline 

of ð12,638 sqm in net absorption.  
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Vacancy Rates  
 

North Sydneyõs office market vacancy rate increased slightly 

by 0.3% over the six months to July 2016. As at July 2016,  

55,603 sqm of vacant space was available, with 6.8% being 

direct vacancy and 0.2% as sub -lease vacancy.  

 

It is worth noting that over the six months to July, the vacancy 

rate of Premium stock had increased by 41.2% from a fully 

occupied state in the first half of the year. All other office 

stocks experienced a decrease in vacancy rate from January 

2016. A Grade, B Grade, C Grade and D Grade  vacancy 

rates decreased by 5.4%, 6.1%, 4.9% and 3.0% respectively, 

and now stand at 5.4%, 6.1%, 4.9% and 3.0% respectively.  

Chart 6 ï North Sydney Office Vacancy Rates ï Source PCA 

Crows Nest/ St Leonards  
 

 

Investment Activity  

 
The following table shows reported major sales transactions that occurred over six months to March 2016. Transaction information 

were gathered from various sources including The Australian Financial Review, The Australian and Commercial Property Monitors . 

Table 6 ð Crows Nest/St Leonards Sales Transactions 
n/a = not currently available 
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Leasing Activity  
 

The following table shows reported major leasing transactions that occurred over six months to September 2016. Leasing information 

were gathered from various sources including The Australian Financial Review, The Australian and Commercial Property Monitors . 

Table 7ðCrows Nest/St Leonards Leasing Transactions 
 

Supply by Grade (Stock)  
 
The PCAõs Office Market Report July 2016 detailed that the 

Crows Nest/St Leonards office market recorded no additional 

supply and a withdrawal of 11,166 sqm of office space, 

bringing the total stock available down to 333,631 sqm.  

Notably, the stock withdrawals were attributed to the 

tightening of C Grade space. In saying this, C Grade stocks still 

dominate the Crows Nest/ St Leonards market, taking up 45% 

of total stock. A Grade and B Grade stock levels  increased to 

their respective percentage of 30.8% and 20.4%. D Grade 

stocks take up the smallest share Crows Nest/St Leonardsõ 

office spaces, of 3.8%.  

Chart 7 ï Crows Nest/St Leonards Total Stock Levels by Grade ï Source PCA 
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