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REDUCTION IN QUALITY STOCK

In 2015, there were $4.4 billion worth of sales transactions in the Sydney commercial
office market of which $2.38 billion were recorded in the Sydney CBD. Both local and
foreign investors were attracted to the Sydney CBD market, recording over a third of

the total transactions that occurred in 2015. Nonetheless the overall Sydney markets
remained active towards the end of the year whilst quality stock continue to reduce.

In addition, the impact of  Transport for NSW acquisition of office space in the Sydney
CBD and North Sydney for infrastructure purposes will further diminish existing supply. It
is anticipated that this will put further pressure on rent levels as displaced tenants
compete for the existing stock. The Sydney commercial yields remained relatively low

in 2015, recording an average of 6.5%.

Throughout the year, many investors were buying with the intention of converting

office space to mixed -use residential developments, particularly in the Sydney CBD
fringe and Parramatta commercial markets.
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SYDNEY OFFICE MARKET HIGHLIGHTS

The Sydney office market performance was relatively strong
during the December quarter where quarterly sales
transactions amounted to about $2.4 bilion. The results
revealed that there was a steady increase in interests for
suburban offices. Many developers purchased established
office buildings for mixed -use residential conversions which was
particularly notable in the Parramatta and suburban markets.
As a result, the overall Sydney office market vacancy and
supply has tightened.

Sales

The December quarter revealed that many significant sales
occurred in the Sydney CBD market. Some sales in the quarter
were earmarked for residential conversion and mixed use
redevelopment; this was particularly in notable Parramatta and
other suburban business areas.

A significant office sale in the quarter
was the sale of 179 Elizabeth Street,
located opposite Hyde Park in the
Sydney CBD. LaSalle Investment
Management sold the A Grade office
building which was held in the LaSalle
Asia Opportunity Fund Il to Markham
Property for $148 million. The sale
reflected a 7% vyield . The property is §
83% leased with long leases and
displays a WALE of 4 years with annual
fixed reviews of approximately 4%. The
property has 15,000 sqm of net lettable
space and parking for 107 cars.

Leases

The number of Sydney metropolitan office significant leasing
activities decreased in the December quarter particularly in the
North Ryde/Macquarie Park market. The observed average
rent was about $531 psm across the Sydney metropolitan office
market on an average term of 5.5 years.

One of the significant leases signed in the quarter was the
relocation of energy provider AGL Energy headquarters from

North Sydney to the new development located at 200 George

Street, Sydney CBD . AGL agreed i
to pre -lease 3,500 sqm office

space on an estimated rate of
$1,100 psm on a 10 year term,
the lease will start in mid -2016.
This reflects an annual net rent of "
$3.85 million. The AMP Capital 23§
and Mi r v a deedopment is v
scheduled for completion in the

first quarter of 2016.
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Developments

Thereds a number of new devel opmen
scheduled to be completed in the 2016. It is forecasted that a

new supply of approximately 129,176 sqm office space will be

released in 2016.

A well anticipated development is

the Parramatta Square (stage 1) . ltis
reported to have started its

construction phase and is planned

be completed in the 4th quarter of
2016. The developmenton 169
Macquarie Street will provide 24,500
sgm of NLA over 14 office levels and
800 sgm of retail area. The average
floor plate size is about 2,200 sqm

and includes 108 car spaces. The
Parramatta Square development

site will provide commercial and residential space over 6
projects. Itis located north to the Sydney Water building and
within close proximity to the Parramatta transport interchange
and Westfield Parramatta shopping centre.

Yield

As observed by Preston Rowe Paterson Research during the six
months to December, the average yield in the Sydney
metropolitan office market had shown to be approximately
6.%. The Sydney CBD office yields ranged from 6.07% to 9.5% to
an average yield of approximately 6.75%. The Crows Nest/St
Leonards office market recorded an average yield of
approximately 7.83% and Parramatta recorded an average
yield of 7.05%.
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Image 1 i Location map of major CBD in the Sydney metropolitan
area fi Source fi Google Maps and Preston Rowe Paterson Research
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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 December 2015. Transaction information
were gathered from various sources including The Australian Financial Review, The Australian and Commercial Property Monitors

Table 12 Sydney CBD Sales Transactions
*25% stake acquired n/a = not currently available
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