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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and published they are usually 3 -6 months out of date at the time we analyse 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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727 Collins Street, Docklands, VIC 

3008  

Lang Walker has secured Tabcorp 

over 4 -floors at its $2.5 billion 

Collins Square project for 10 -

years. Tabcorp will occupy 9,213 

m2 of space in Tower 2. 

Docklands is located 2 km west of 

Melbourneõs CBD.  

 
33 Lincoln Square South, Carlton, VIC 3053  

Meat Industry Employees Superannuation Fund Pty Ltd has 

secured Save the Children as a tenant for 8-years . The not -for-

profit organisation will occupy over 3,000 m2 of office space 

for a net annual rent of over $320 psm . Carlton is located 

about 1.9 km north -west of Melbourneõs CBD.  

 

 

Development Sites  
 

According to the Property Council of Australia (PCA)õs Office 

Market Report July 2016, new developments is expected for 

completion in the Melbourne CBD.  

 

 

Tower 2 Collins Square , due to be 

completed in the third quarter of 

2016, will be the tallest tower 

constructed in Melbourneõs CBD in 

more than 10 year upon its 

completion. Located on 727 Collins 

Street near Docklands, Tower 2 will 

have 55,000 sqm net lettable area 

available, amongst which 5,525sqm 

will be used for retail purposes. There 

will be 26 level of office space, with 

an average floorplate size of 

2,300sqm and 86 car spaces in total. 

The A Grade office building, owned 

by Walker Corporation, will achieve 

a 5-star Green Star energy rating.  

 

 

The Rialto Regeneration 

Project , located on 525 Collins 

S t r e e t ,  i s  s t i l l  u n d e r 

construction and due to be 

completed in the fourth 

quarter of 2016. The PCA 

reports there will be 6000sqm 

net lettable area, and will 

contain new offices, retail, 

dining and health and 

wellbeing services.  

 

 

Investment Activity  

Preston Rowe Paterson Research recorded the following 

reported sales transactions that occurred in the Melbourne 

CBD office market during the three months to September 2016: 

 
33 King Street, Melbourne, VIC 3000  

Asia One has sold a 2 -storey commercial building to BPM for 

$12.35 million . The previous owner secured a permit for 120 

apartments to be built across 29 -levels on the 350 m2 site. 

However, BPM will apply for an amended permit to construct a 

mixed -use development with a luxury hotel, café and 

restaurant, as well as penthouse apartments. The sale reflects 

a rate of $35,286 psm .  

 

 
114 William Street, Melbourne, VIC 3000  

Straits Real Estate has sold a commercial 

tower for about $170 million on a yield of 

5.3%. The 26-storey, 21,000 m2 tower is fully 

leased. The sale reflects a rate of around 

$8,095 psm .  

 

 

 

Leasing Activity  
 

Preston Rowe Paterson Research recorded the following 

leasing transactions that occurred in the Melbourne CBD 

office market during the three months to September 2016:  

 
700 Collins Street, Docklands, VIC 3008  

Open Universities Australia has agreed to occupy 2,682 m2 of 

space from Cromwell Property Group for 8-years . The lease will 

begin on the 1 st of January, 2017 and will mean that the 17 -

storey building is 100% occupied. The building was refurbished 

in 2015. Docklands is located about 2 km west of the 

Melbourne CBD.  

COMMERCIAL OFFICE MARKET 

Melbourne CBD  

mailto:research@prpsydney.com.au
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Supply by Grade (Stock)  
 

The July 2016 PCA Office Market Report revealed that there 

was a decline of 0.44% in office market space over the six 

months to July. This is the result of 26,343 sqm of withdrawals 

over the period, bringing the total Melbourne CBD office 

market space to 4,437,824 sqm.  

 

A Grade stock dominates the Melbourne CBD office market, 

with nearly half of the share of total stock at 48.4%. Premium 

and B Grade office take up similar shares in the market, 

assuming 16.9% and 19.9% respectively. Following this, C 

Grade stock takes up 12.2% and D Grade with 2.6% of total 

share as of July 2016.  

Net Absorption  
 
Over the twelve months to July 2016, Melbourne CBDõS office 

market absorbed an additional 67,026 sqm of office space. 

Positive net absorption was recorded across all, but C and D 

Grade offices. Premium, A and B Grade offices recorded 

changes over the year of 5.7%, 1.1% and 2.1% respectively. 

Over the same period, C and D Grade office stocks reduced 

by 0.8% and 3.2%, respectively.  

 

Premium and A Grade office stock absorbed the largest 

amount at 19,024 sqm and 24,768 sqm respectively in the six 

months to January. Followed by B Grade at 8,930 sqm, C 

Grade at 2,442 sqm and D Grade at 693 sqm.  

Chart 2 ð Melbourne CBD Office Net Absorption - Source PCA  

Chart 1 ð Melbourne CBD Total Stock by Grade ð Source PCA  

Vacancy Rates  

 
The Melbourne CBD office market total vacancy recorded a 

decrease of 0.7% to 7.0% in the six months to July 2016. This 

reflected a total market vacancy of 312,683 sqm.  

 

Tightening in vacancy rates occurred across all graded stocks, 

with the largest decrease stemming from Premium Grade 

office space with a decline of 1.9%. Its current vacancy rate 

stands at 8.4%. A, B, C and D Grade experienced decreases of 

0.4%, 0.8%, 0.3% and 0.2% respectively. Their respective 

vacancy rates stand at 6.1%, 7.5%, 9.1% and 2.2% as of July 

2016.  

Chart 3 ð Melbourne CBD Commercial Vacancy Rates ð Source PCA  

16.9%

48.4%

19.9%

12.2%
2.6%

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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Investment Activity  

Preston Rowe Paterson Research recorded a number of 

reported sales transactions that occurred in the East 

Melbourne office market during the three months to 

September 2016: 

 
200-216 Victoria Parade, East Melbourne, VIC 3002  

Time & Place has paid around $60 million for two office 

buildings from National Australia Bank . NAB is currently the sole 

occupant in the buildings 

taking up over 15,000 m2 of 

space. However, NAB will be 

moving its technology 

operations to a new data 

centre. The site has the 

potential for a mixed -use 

redevelopment. The sale 

reflects a rate of around $4,000 

psm . East Melbourne is located 

about 2.2 km east of the 

Melbourne CBD.  

 
800 Toorak Road, Hawthorn East, VIC 3123  

Investa Office Fund has sold a half -share in Colesõ Melbourne 

headquarters to Charter Hall Group for $140.5 million . The 

39,400 m2 building is fully leased to Coles Group for an initial 15

-year lease to 2030. The sale reflects a rate of $3,566 psm . 

Hawthorn East is located about 7.8 km east of the Melbourne 

CBD.  

East Melbourne CBD  

Net Absorption  
 
The Melbourne CBD office market recorded a negative net 

absorption of 2,354 sqm (or 1.4%) over the year to July 2016.  

 

Over the six months to July, A, C and D Grade office stock 

experienced negative net absorption of -2,260 sqm, -6,643 

sqm and -4,399 sqm respectively. In contrast to this, B Grade 

stock performed well over the same period, with a positive net 

absorption of 7,684 sqm.  

Chart 5 ð East Melbourne Net Absorption ð Source PCA  

Chart 4 ð East Melbourne Total Stock by Grade ð Source PCA  
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Supply by Grade (Stock)  
 
PCAõs Office Market Report revealed that there was no 

change in the supply of commercial offices in East Melbourne 

for July 2016. There were no changes in both supply and 

withdrawal numbers for the period, with the total office stock 

remaining unchanged from the beginning of the year at 

173,961 sqm.  

 

East Melbourneõs office market is dominated by B Grade office 

supply, of which it takes of 51.3% of total stock or 57,852 sqm in 

space.  A Grade stock takes up 33.3% of market supply, 

totalling 57,852 sqm in space. C and D Grade supply take up 

10.5% and 5% respectively. They currently take up 18,278 sqm 

and 8,667 sqm respectively.  

mailto:research@prpsydney.com.au
http://www.prp.com.au/
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Southbank 

Investment Activity  
 

Preston Rowe Paterson Research recorded a number of 

reported sales transactions that occurred in the Southbank 

office market during the three months to September 2016: 
 

3 Southgate Avenue, Southbank, VIC 3006  

ARA Asset Management has acquired the office and retail 

Southgate complex from DEXUS Property Group for $578 

million . The complex includes two A -grade office buildings, 

HWT Tower and IBM Centre , a 3 -level retail plaza and a 

basement car park, comprising a total of 76,600 m2. The WALE 

is 4.6-years and occupancy is at 88%. The sale reflects a rate of 

$7,546 psm . Southbank is located 1 km south of the Melbourne 

CBD.  

 
28 Freshwater Place, Southbank, VIC 3006  

Frasers Property Australia and the GPT Wholesale Office Fund 

have sold an office tower to JP Morgan Asset Managementõs 

Asia Pacific property fund for $286 million . The 5-star NABERS 

rated, 33,900 m2 building delivers an annual income of $18.9 

million. The tower is fully -leased to 14 -tenants with a WALE by 

income of 3.3 -years. The sale reflects an initial yield of 6.6% 

and a rate of $8,437 psm . Southbank is located 1 km south of 

the Melbourne CBD.  

 

 

Supply by Grade (Stock)  
 
PCAõs Office Market Report for July 2016 recorded no supply 

addition and 10,002 withdrawals for the Southbank office 

market. Total Southbank office market stock, as at July 2016, is 

404,081 sqm.  

 

Southbank office market is dominated by A Grade stock, with 

61.5% of the share, or 248,819 sqm of total area. B and C 

Grade take up 24.9% (100,418 sqm) and 12.8% (51,762 sqm) of 

total market, respectively. D Grade offices do not have a big 

impact on Southbankõs office market, with a small share of 

0.8% or 3,082 sqm of the total office market.  

Total Vacancy  
As at July 2016, East Melbourneõs total office vacancy rate 

increased by 0.7% over the half year to 1.5%. This is all covered 

by direct vacancy rate since there is no market for sub -leasing 

in East Melbourne.  

 

D Grade stock recorded the largest decline in vacancy rate, 

from 10.4% in January to 0% in July. No change was recorded 

in vacancy of C Grade offices, However there were increases 

in the vacancy rates of A Grade and B Grade offices, to 3.2% 

and 0.7% respectively.  

Chart 6 ð  East Melbourne Commercial Vacancy Rates ð Source PCA  

28 Freshwater Place, Southbank sold for $285 million in July 2016 to JP 

Morgan Asset Managementõs Asia Pacific property fund.  
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