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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published they are usually 3 -6 months out of date at the time we analyse them.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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COMMERCIAL OFFICE MARKET 
 

Sydney CBD  

Investment Activity  
 

Preston Rowe Paterson Research recorded the following major 

sales transactions that occurred during the three months to 

September 2016:  

 
36 Hickson Road, Sydney, NSW 2000  

DEXUS Property Group has paid $17.105 million for the soon -to -

be -vacated headquarters of Lendlease . The 1,445 m2 site 

contains two historic bond buildings. One has 5 -levels and the 

other has 3 -levels. The property has 20 car spaces and is 

divided into 6 -lots. The sale reflects a rate of $11,837.37 psm .  

 

10-14 Quay & 775 -779 George Streets, Haymarket, NSW 2000  

Citadin has sold three commercial buildings to a Hong Kong 

family for $42 million on a 3.9% yield . The property on Quay 

Street is a 6-storey building, while the properties on George 

Street are two 693 m2 heritage terraces. The sites have a 

mixed -use zoning but will likely be held. They are 98% occupied 

and occupy a total site of 1,207 m2. The sale reflects a rate of 

$34,797.02 psm .  

 

287 Elizabeth & 136 Liverpool Streets, Sydney, NSW 2000  

A Hong Kong private investor has acquired an inter -

connected 5,856 m2 building with ground -floor retail and 10 -

levels of office space from Citadin for $55 million . The property 

is unlikely to be refurbished or redeveloped in the short -term. 

The building has a WALE of 3 -years and features tenants such 

as St George Bank , ACM Group , Grace Lawyers and 7-Eleven 

on ground -level. The sale reflects a yield of 5% and a rate of 

$9,392.08 psm .  

 
210 & 220 George Street, Sydney, NSW 2000  

Poly Real Estate has purchased two office buildings from Anton 

Capital for $160 million . 210 George Street is a 16 -level, B-

grade, office building with one level of retail shops. 220 

George Street is a 13 -level office building consisting of 

basement car parking and ground -floor retail. The fully leased 

income at March 2016 was $7.314 million. The purchaser may 

redevelop the sites into commercial properties.  

 
28 OõConnell Street, Sydney, NSW 2000  

Chubb Insurance has sold a 14 -storey commercial building to 

Coombes Property Group for $91 million , reflecting a  yield of 

4.67%. The ACE Building has 6,109 m2 of net lettable area and 

occupies a 754 m2 site. Coombes Property Group own the 

adjoining property, which allows for an amalgamation of a 

1,000 m2 site. The sale reflects a rate of $120,690 psm .  

 
140 Sussex Street, Sydney, NSW 2000 

Bank of China  has acquired an office tower from Deutsche 

Asset Management for a reported purchase price of $130 

million . The Bank will occupy approximately half of the 12,440 

sqm building when it moves in sometime after May 2017. They 

intend to move its offshore bankõs Sydney headquarter into the 

building.  

 

 

Leasing Activity  
 

Preston Rowe Paterson Research recorded the following leas-

ing transaction that occurred in the Sydney CBD office market 

during the three months to September 2016: 

 
680 George Street, Sydney NSW 2000  

Brookfield Prime Property Fund has secured a leased with Gov-

ernment Property NS for 10.990 sqm.   

 
255 Pitt Street, Sydney, NSW 2000  

RPS Australia East has agreed to lease a whole -floor in ISPTõs A-

grade office building for the next 5-years . The 1,933 m2 of 

space was leased at a net annual rent of $750 psm . 

 
50 Bridge Street, Sydney, NSW 2000  

A 1,172 sqm office at the A -Grade AMP Tower has been 

leased out to engineering contractor John Holland  as they 

prepare for the beginning stages of the construction of the 

Sydney Metro project. The lease is for 9-months , and even 

though the lease was held in confidentiality, indicative net 

annual rents in the area are approximately $670 per sqm .  

 
303 George Street, Sydney, NSW 2000  

Sydney Council  has acquired Pittsway Arcade in Sydney CBD  

for $43 million as part of their Sydney Square project. The prop-

erty was previously privately owned by members of the Hong 

Kong family of Greenwich, who had previously purchased the 

property in two parcels of land. The 3,410 sqm of net lettable 

area is currently mostly leased, with a weighted average lease 

expiry of more than three years.   

 
65-77 Market Street, Sydney, NSW 2000  

Cbus Property Pty Ltd and  Scentre Group  have jointly ac-

quired the David Jones menswear store on Sydney CBDõs Mar-

ket Street for $370 million . Scentre paid $182.5 million , with 

Cbus Property paying the remaining $177.5 million . The build-

ing itself has a total area of 21,390 sqm on a 2,537 sqm land 

size. David Jones will continue to occupy the site until late 2019 

on a lease agreement providing a 4.5% per annum rental re-

turn on the sale price.   

 
92-94 Pitt Street, Sydney, NSW 2000  

An undisclosed buyer  has acquired a commercial building on 

Pitt Street from EG Funds Management for $50 million . The 

building has total area of 4,621 sqm and sits on a land area of 

556 sqm.  

 
235 Pyrmont Street, Pyrmont, NSW 2009  

Anton Capital has sold a heritage -converted office complex 

to Kador Group for just over $80 million . The 8- storey building 

comprises 10,399 m2 of space and is fully -leased to tenants 

including Village Roadshow , JWT and Think Education . The 

property was refurbished in 2011 and in 2014. The sale reflects 

a yield of just below 6% and a rate of over $7,693 psm . Pyr-

mont is located about 2 km west of Sydneyõs CBD.  
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Development Sites  

 
The July 2016 edition of PCAõs Office Market Report have 

recorded a few office developments that are in the 

construction stages of the Sydney office pipeline:  
 

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.   

 

 

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 stocks. 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.  

 

 Chart 1 ð Sydney CBD Office Stock by Grade ð Source PCA  

All other grades contributed to the withdrawals in stock from 

the market, with the largest decline emerging from  the 

decrease of 54,201 sqm in A Grade stocks. B Grade, D Grade 

and C Grade followed, with withdrawals of 48,310 sqm, 3,042 

sqm and 1,428 sqm respectively. A Grade buildings still 

dominate the market, totalling 1,805,226 sqm, followed by B 

Grade, C Grade and D Grade buildings, with total areas of 

1,487,037 sqm, 551,478 sqm and 185,626 sqm respectively.  

Chart 2ð Sydney CBD Office Net Absorption - Source - PCA 

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 3 ð Sydney CBD Office Vacancy ð Source PCA  
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North Sydney 

Investment Activity  

 

Preston Rowe Paterson Research recorded the following sales 

transactions that occurred during the three months to 

September 2016:  

 
52 Alfred Street, Milsons Point, NSW 2061  

An overseas Chinese buyer has paid 

about $130 million to Bridgehill Group for 

a 10,000 m2 office building. The building 

is leased to Kimberly -Clark . There is also 

basement car parking. The sale reflects 

a rate of $13,000 psm . Milsons Point is 

located around 2.7 km north of Sydneyõs 

CBD.  

 
90 Arthur Street, North Sydney, NSW 2060  

A 16-storey, B-grade office building has been sold by 151 

Property Group for around $75 million . The property has a 

WALE of 3.08-years and has recently been refurbished for 

tenants including Serco and Veda . The sale reflects a yield of 

about 6.27% . North Sydney is located around 3.8 km north of 

Sydneyõs CBD.  

 
189-197 Miller Street, North 

Sydney, NSW 2060  

A commercial building in North 

Sydney has been acquired by 

Transport for NSW from Tanert 

Pty Ltd for $20.74 million . The 

building has a total net lettable 

area of 438 sqm, and sits on a 

754 sqm block of land.  

 

 

Leasing Activity  
 

Preston Rowe Paterson Research recorded the following 

leasing transaction that occurred in the North Sydney office 

market during the three months to September 2016: 
 

76 Berry Street, North Sydney, NSW 2060  

BT Australia has agreed to lease out an A -Grade office 

building on a gross annual rent of $925,000 . The deal was 

made for a 6-year lease . The building is currently owned by 

Government Super, and has total net lettable area of 

1,400sqm and a 4 -Star NABERS rating.  

 

 

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.  

Artist impression of development site at 177 -199 Pacific Highway, North 

Sydney.  
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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.  
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Chart 6 ð North Sydney Office  Vacancy Rates ð Source PCA  
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Chart 5 ð North Sydney Office Net Absorption ð Source PCA  

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.  

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

Chart 4 ð North Sydney Total Stock Levels by Grade ð Source PCA  

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 of A -Grade and D -Grade stocks, 

remaining at 186,296 sqm and 12,932 sqm respectively.   
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Crows Nest/St Leonards  

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

Crows Nest/St Leonards office market recorded a withdrawal 

of 11,166 sqm in office space during the six months to July, 

bringing the stock total to 333,631 sqm. Notably, the stock 

withdrawals were attributed to the tightening of C Grade 

space.  

Investment Activity  

 

Preston Rowe Paterson Research did not identify any sales 

transactions that occurred during the three months to 

September 2016 in the Crows Nest/St Leonards office market.  

 

Leasing Activity  
 

Preston Rowe Paterson Research revealed no leasing 

transactions had occurred during the three months to 

September  in the Crows Nest/St Leonards office market.  

 

 

Total Vacancy  
Over the six months to July 2016, Crows Nest/St Leonards 

recorded a decrease in total market vacancy rate of 1.3% to 

8.3%. Amongst this, direct vacancy decreased by 1.1% to 

reach a vacancy rate of 7.3% and sub -lease vacancy 

reducing by 0.2% to a new rate of 1.0%.  

 

The only increase in vacancy rate came from D Grade office 

stock, which increased by 5.4% to 14.6% vacancy. We observe 

the largest decrease in vacancy rate in the B -Grade stock, 

which decreased by 2.8% to a new rate of 6.3%. A Grade and 

C Grade stocks also experience decline in vacancy, of 0.6% 

and 1.4% respectively, to their new respective rates of 2.9% 

and 12.4%.  

Chart 9 �± Crows Nest/St Leonards Office Vacancy Rates �± Source PCA 

Despite the withdrawal, the Crows Nest/St Leonards market is 

still dominated by the C -Grade office stock with 150,153 sqm 

of space recorded for the July 2016 Report. No additional 

supply or withdrawal was recorded by the other types of office 

stocks in this Sydney zone.  

 

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

PCA 

Chart 8 ð Crows Nest/St Leonards Office Net Absorption ð Source PCA  
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