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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 complied 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published they are usually 3-6 months out of date at the time we analyse them.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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446 Collins Street, Melbourne, VIC 3000 

A private Asian investor has bought a partly vacant office building 
from the Cohen family for about $34 million on an initial yield of 
4.47%. The 11 storey property features short lease expiries and 

there are future plans for repositioning to attract new tenants.  

 
600 Collins Street, Melbourne NSW 3000 
A small group of investors with connections to Germany, China and 

Malaysia has acquired an 2,400 sqm four-storey retail and office 
building for $60 million from private syndicator Henkell Brothers 
Investment Management. The sale reflects a rate of about $25,000 

psm and the yield of about 3%. The large site has significant 
development potential. 
 

90 Maribyrnong Street, Footscray VIC 3011 
Impact Investment Group has acquired a 4-level office building on a 
yield of 13% for $13.5 million. The building comprises 7,300 sqm of 

floor space and the sale reflects a rate of $1,849 psm. Footscray is 
located about 5km west of Melbourneôs CBD. 
 

415-417 Collins Street, Melbourne, VIC 3000 
The founder of Melbourne construction firm Probuild, Phil Mehrten, 

former Probuild business partner and ex-AFL player Wayne Judson 

and fellow Probuild director Edward Yencken, have sold a three-level 
office building to a Chinese family for $8,888,888. The property sold 
for $2.5 million above reserve on a yield of just 2.2%. The partially 
vacant property sold at a rate of nearly $10,300 psm of net lettable 

area.  

 
 
Leasing Activity  
 
Preston Rowe Paterson Research recorded the following leasing 

transactions that occurred in the Melbourne CBD Office Market 
during the three months to March 2015;  
 

 
700 Collins Street, Docklands, VIC 3008 
Cromwell Property Group has secured Melbourne train operator, 

Metro, as a tenant in its Collins Street office tower in Docklands. 

Metro have signed a lease for 7,577 sqm of office space over levels 
15, 16 and 17. The deal is worth more than $3 million a year in net 

rent. The rental term had not yet been disclosed, but it is understood 
that Metro will pay a net rent of around $400 psm, market incentive 
included, on a long term lease. Docklands is located 2 km west of 

Melbourneôs CBD.  
 

505 Little Collins Street, Melbourne VIC 3000 
Education provider Study Group has snapped up office space from 
Credit Suisse AG in the heart of the CBD. Study Group will lease 

6,700 sqm of office space  for a 9.5 year term. The lease was 
secured on a $300 psm net rent deal. 

 
399 Lonsdale Street, Melbourne, VIC 3000  
A 4,760 sqm office space has been leased by education group 
Australian Technical and Management College at former Taylors 

House. They will pay a gross annual rent of $400 psm for five floors 
in the building on a 3-year lease. The ground floor has recently been 

refurbished with three retail units.  
 
555 Bourke Street, Melbourne, VIC 3000 
Yarra Trams has leased 5,100 sqm of office space in Melbourneôs 

CBD for $390 psm net per annum.  

Investment Activity 

Preston Rowe Paterson Research recorded a number of reported 
sales transactions that occurred in the Melbourne CBD Office Market 

during the three months to March 2015. 
 
 

424 St Kilda Road, Melbourne VIC 3000 
The Illoura Plaza has been purchased by Dongguan Huajian 
Property Investment for $45 million. The 6 storey property is a mixed 

office and retail complex. The property is earmarked for future 
residential development. 
 

383 King Street, Melbourne VIC 3000 
Haileybury College has purchased a 10-level office building from 
Singapore-listed Aspial for $52 million. The 13,000 sqm property will 

be used as a new city campus for the privately run secondary school. 
The sale reflects a rate of $4,000 psm. 
 

23-31 Lincoln Square South, Carlton, VIC 3053 
Singapore-listed KLW Holdings has bought a seven storey office 

building on the city fringe for $12.5 million. The sale of the 3,745 sqm 

building reflects a rate of $3,338 psm. The building is fully leased to 
Victoria University until late 2020. Carlton is located 2km north of the 

Melbourne CBD. 

 
555 Swanston Street, Melbourne, VIC 3000 
The Maltstore building on the former CUB Brewery Site has been 

sold to a private syndicate for $17 million. The five storey building is 
currently undergoing refurbishment and consists of 3,334 sqm of retail 
and office space. The sale reflects a rate of $5,098.98 psm. 

 
410 Collins Street, Melbourne, VIC 3000 
Vaughan Constructions has sold the Melbourne headquarters of 

China Construction Bank to a local private investor for $28.25 million. 

The 14 level, B-grade office building was sold on an area record of 
$7,200 psm at a passing yield of 4.59%.  
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Chart 1 ð Melbourne CBD Total Stock by Grade ð Source PCA  

Total Vacancy 
 
The Melbourne CBD office market recorded an increase of 0.6% in 
total vacancy to 9.1% in the six months to January 2015. Sub-lease 
vacancy accounted for 0.9% and direct vacancy was at 8.2%. The 

increase in vacancy reflects an increase in total vacant stock to 
400,783 sqm of which 362,203 sqm is direct vacancy and 38,580 sqm 
is sub-lease vacancy.  

 
Over six months to January 2015, mixed results were recorded in 
office stock vacancy rate. A Grade and C Grade office stock vacancy 

rate grew by 2% and 1.6% to 8.5% and 11.3% respectively. Premium, 
B and D Grade stock vacancy rate tightened to 5.1%, 12.5% and 2% 
respectively.  

Chart 3 ð Melbourne CBD Commercial Vacancy Rates ð Source PCA  

Supply by Grade (Stock) 
 

The PCA Office Market Report January 2015 recorded that in the six 
months to January there was a new supply of 87,795 sqm of new 
supply which entered the Melbourne market which was offset by  

18,311 sqm of withdrawal, resulting in a growth of 2.37% of the total 
Melbourne CBD Commercial Office market to 4,396,992 sqm.  
 

A Grade office stock takes up almost half (48.7%) of the available 
office space in the Melbourne CBD. B Grade followed accounting for 
20.9% of total office space and C Grade at 12.8%.  

 
Premium Grade and D Grade office space did not record changes in 
the six months to January 2015. Premium Grade amounted to 14.9% 

of total office space whereas D Grade totalled to 2.8%. 

Chart 2 ð Melbourne CBD Office Net Absorption - Source PCA  
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Net Absorption 
 
The Melbourne CBD office market recorded a total market net 
absorption of 67,212 sqm in the twelve months to January 2015. All 
grades of office space had recorded positive net absorption. The 

highest net absorption was recorded in A Grade offices, amounting to 
22,711 sqm. Premium, B and D Grade stock reported 9,407 sqm, 
12,711 sqm and 1,097 sqm net absorption respectively in the six 

months to January 2015. C Grade noted a negative stock absorption 
of ï8,004 sqm. 

Development Sites 
 

According to the Property Council of Australia (PCA)ôs Office Market 
Report January 2015, a new development is expected for completion 
mid 2015 in Melbourne.  

 
The City West ï Police Complex 
located on 313 Spencer Street near 

Docklands will comprise of 27,500 
sqm of office space spread across 10 
levels at an average floorplate size of 

2,100 sqm. The new Victorian Police 
HQ development will also have 230 
sqm of retail space and incorporate 

300 car spaces. The development co-
owned by Cbus Property and Invesco 
is expected to be completed in the 1st 

quarter of 2015. The 15 storey A 
Grade office building will have a 5-star 
NABERS  energy rating and a 4.5-star NABERS water rating.    

 
Another new commercial development 
is the 567 Collins Street project 

located at 559-587 Collins Street in the 
Spencer Street corridor. The Leighton 
Properties project is expected to be 

completed in the 3rd quarter of 2015. 
The commercial building comprise of 
55,000 sqm of office space over 26 

levels, 1,000 sqm of ground floor retail 
space, 162 car spaces and  5-star 
NABERS energy rating.  

14.9%

48.7%

20.9%

12.8%
2.8%

Melbourne CBD Total Stock by Grade

Premium Grade A Grade B Grade C Grade D Grade

Source: PCA/Preston Rowe Paterson Research
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Chart 5 ð East Melbourne Office Net Absorption ð Source PCA  

Supply by Grade (Stock) 
 
The PCAôs Office Market Report January 2015 noted that the total 
East Melbourne office market did not receive any additional supply 
or withdrawals in the six months to January 2015. The East 

Melbourne total office stock amounts to 176,361 sqm.  
 
The East Melbourne office market is dominated with B Grade stock 

which assume almost half (49.9%) of the total market share, 
followed by A Grade at 34.8%, C Grade at 10.4% and D Grade at 
4.9%. 

Chart 4 ð East Melbourne Total Stock by Grade ð Source PCA  

East Melbourne CBD 

Net Absorption 
 
The total East Melbourne office market recorded a positive 
absorption of 903 sqm in the 12 months to January 2015.  
 

In the six months to January 2015, positive net absorption was 
recorded across all grades. The highest net absorption was 
recorded in the B Grade office stock absorption of 1,276 sqm and A 

Grade stock saw to a net absorption of 902 sqm.  
 
C and D Grade did not report any office stock absorption in the six 

months to January 2015.  

Investment Activity 

Preston Rowe Paterson Research recorded limited sales transactions 
that occurred in the East Melbourne CBD Office Market during the 

three months to March 2015. 
 
61-71 Wellington Street & 37-39 Langridge Street, Collingwood 

VIC 3066 
Cbus Property has 

paid a price of about 

$23 million for a full 
city block in 
Collingwood. The 

2,100 sqm site 
bounded by 
Wellington, 

Langridge, 
Cambridge and 
Derby Streets, is situated within Collingwoodôs mixed-use ñgolden 

pocketò. The ñgolden pocketò allows for high density development and 
is located just 1 km from the CBD. Cbus Property is expected to seek 
approval for an upmarket high-rise project of between 250 and 300 

apartments that could have an end value exceeding $250 million. The 
sale reflects rate of $10,952.38 psm. Collingwood is located about 
3km north-east of the Melbourne CBD. 

34.8%

49.9%

10.4%
4.9%

East Melbourne Total Stock by Grade

A Grade B Grade C Grade D Grade

Source: PCA/Preston Rowe Paterson Research
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Total Vacancy 
 
As at January 2015, the East Melbourneôs office total vacancy rate is 
1.4%, which translates to 2,402 sqm of vacancy. Total vacancy rate 
has decreased by 0.7% in the past six months to January 2015. All 

office vacancy is attributed to direct vacancy.  
 
A and B Grade office stock recorded a tightening of vacancy to a 

rate of 1.1% and 1.3% respectively. C Grade stock recorded no 
vacancy available as at January 2015. D Grade had reported a 6.2% 
growth in vacancy to 6.8%.  

Chart 6 ð  East Melbourne Commercial Vacancy Rates ð Source PCA  

Southbank 

Supply by Grade (Stock) 
 
In the six months to January 2015, the PCAôs Office Market Report 
January 2015 recorded that the total Southbank office market did not 
receive any additional supply. There was, however, approximately 

5,103 sqm office space withdrawal from the market, bringing the total 
Southbank office stock down to 422,353 sqm.  
 

The office stock in the Southbank market is predominantly A Grade 
spaces which assumes 59.5% of the total office stock. B Grade 
accounted for 26.2% and C Grade office stock fell by 4,170 sqm to 

amount to 13.5% of total market share. There was only 0.7% of the 
Southbank office stock that was classified as D Grade.  

Investment Activity 

Preston Rowe Paterson Research recorded only one sales 
transaction that occurred in the Southbank Office Market during the 

three months to March 2015. 
 
627 Chapel Street, South Yarra, 

VIC 3141 
Fridcorp, a Melbourne-based private 

developer has snapped up an office 

building for around $40 million, says 
market sources. The prominent six-
level office tower was acquired from 
private investors the Henkell 
Brothers. The 2,000 sqm site reflects 

a rate of $6,666.67 psm, and has an 

additional 6,000 sqm of space. The 
building is Fridcorpôs headquarters. South Yarra is located about 6 km 
south-east of the Melbourne CBD.  
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