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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3-6 months out of date at the time we analyse them.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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Investment Activity 

Preston Rowe Paterson Research recorded the following reported sales 

transaction that occurred in the Melbourne CBD office market during the 

three months to December 2016: 

 

114 William Street, Melbourne, VIC 3000  

AFIAA has bought a 26-level office and retail 

property from Straits Real Estate for $161.5 

million. The 21,022 m2 of net lettable area tower 

has 96 car spaces. A capital expenditure program 

was recently undertaken involving a ground floor 

foyer upgrade, several full floor refurbishments, 

sustainability initiatives and end of trip facilities. 

The sale reflects a rate of $7,682 psm.  

 

50 Franklin Street, Melbourne, VIC 3000  

Lian Beng has purchased an 18-level office tower from a group of strata 

owners for $51.5 million. The 11,447 m2 building sits on a 2,213 m2 site 

and had 11 owners with 18 separate ownerships. The entire building is 

leased to Salmat who will be moving when their lease expires in February. 

The sale reflects a rate of $23,272 psm. 

 

Cnr Collins & Queen Streets, Melbourne, 

VIC 3000  

GPT Groupôs unlisted office fund has 

acquired a 34-storey commercial tower and 

historic Gothic-style buildings for $275 

million. The properties comprise a total of 

39,000 m2 of office space. ANZ will lease 

back the tower until 2019 under the deal. The 

sale reflects a rate of $7,051 psm.  

 

5 Queens Road, Melbourne, VIC 3000  

Charter Hall has sold an office tower to a unit of Tong Eng Group for 

$116.3 million. The 11-storey office tower has 17,449 m2 of net lettable 

area. The property is anchored by major tenants including Unico 

Computer Systems, Beca and Shape. The sale reflects a rate of $6,665 

psm.  

COMMERCIAL OFFICE MARKET 

Melbourne CBD 

532 & 540 Elizabeth Street, Melbourne, VIC 3000  

The Construction, Forestry, Mining and Energy Union have acquired a 10-

level office building for $30 million. The Australian Nursing and Midwifery 

Federation sold the property that is due to be completed in September next 

year. The facility will include an auditorium and educational facility.  

 

839 Collins Street, Docklands, VIC 3008  

Challenger and Invesco are in due diligence to buy a 21-level tower being 

constructed by Lendlease. The 39,000 m2, $430 million office tower will 

have ANZ as the towerôs anchor tenant. The cap rate is a little above 5%. 

The sale reflects a rate of $11,026 psm. Docklands is located about 2 km 

west of Melbourneôs CBD.  

 
Leasing Activity  
 

Preston Rowe Paterson Research recorded the following leasing transac-

tions that occurred in the Melbourne CBD office market during the three 

months to December 2016:  

 

171 Collins Street, Melbourne, VIC 3000  

@WORKSPACES will occupy 1,108 m2 of 

space in a premium building. The tenancy is 

on a 7-year, 9-month sublease from the Wood 

Group on the propertyôs 5th floor. The rent is in 

the low $500 per m2 range.  

 

477 Collins Street, Melbourne, VIC 3000  

Deloitte will occupy 22,000 m2 of space across 12 

floors for 12-years. The tenancy is due to begin in 

2020. The rent will be between $650 and $750 

psm.  

 

 

15 William Street, Melbourne, VIC 3000  

Cognizant Technology Solutions will occupy a part-floor office for 5-years. 

The 1,400 m2 of space is located on level six and the net annual rent is in 

the high $300 psm range.  
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Development Sites 
 

According to the Property Council of Australia (PCA)ôs Office Market Report January 2017, the following new developments are expected to be completed in 

Melbourne's CBD: 

664 Collins Street, Docklands, VIC 3008 

 

Construction of Mirvacôs new Docklands office building at 664 Collins Street have begun, of which the nine-level 

development will supply 26,000 square metres of office space upon its completion. The building has a floorplate 

size of 2,700 square metres, and will be anchored by accounting firm Pitcher Partners over 10,000sqm of office 

space. Expected date of completion is set at the third quarter of 2017.  

 

271 Spring Street, Melbourne, VIC 3000 

 

Plans for the construction of a commercial office building at 271 Spring Street have been DA Approved, which 

will further add an extra 21,000 square metres into Melbourneôs supply of office space by 2019.  The building, 

owned by ISPT, will contain 16 levels of office space, though to date, we do not have knowledge of the 

floorplate size.  

 

 

525 Collins Street, Melbourne, VIC 3000 

 

The Rialto Regeneration Project, located on 525 Collins Street, is still under construction and is now due to be 

completed during the first 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.  

Project Name Address
Stage of 

Development 
Owner

Net Lettable Area 

(SQM)
Completion Date

664 Collins Street 664 Collins Street, Docklands, VIC 3008 Construction Mirvac Group 26000 Q3 2017

One Melbourne Quarter 699 Collins Street, Docklands, VIC 3008 Construction APPF Commercial 26400 Q3 2018

Melbourne Quarter Tower 693 Collins Street, Docklands, VIC 3008 Site Works Lendlease 54000 Mooted

5 Collins Square - Site 4E 737 Collins Street, Docklands, VIC 3008 DA Approved Walker Corporation Pty Ltd 20000 Mooted

New Quay 396 Docklands Drive, Docklands, VIC 3008 DA Approved MAB Corporation 8500 Mooted

80 Collins Street 80 Collins Street, Melbourne, VIC 3000 DA Approved Queensland Investment Corporation (QIC) 40000 Q1 2019

271 Spring Street 271 Spring Street, Melbourne, VIC 3000 DA Approved ISPT 21000 Q3 2019

Wesley Upper Lonsdale 

Development
130 Lonsdale Street, Melbourne, VIC 3000 DA Approved Charter Hall 50000 Mooted

Enterprise House 555 Collins Street, Melbourne, VIC 3000 DA Applied Harry Stamoulise 11280 Mooted

Rialto (DEV) 525 Collins Street, Melbourne, VIC 3000 Construction Grollo Group; St. Martins Properties 6000 Q1 2017

The Olderfleet 477 Collins Street, Melbourne, VIC 3000 Construction Mirvac Group 55000 Q1 2019

Collins Arch 447 Collins Street, Melbourne, VIC 3000 Construction Cbus Property 49000 Q1 2019

405 Bourke Street 405 Bourke Street, Melbourne, VIC 3000 DA Approved
Brookfield Office Properties (Brookfield 

Multiplex)
61000 Mooted
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Supply by Grade (Stock) 
 

January 2017ôs PCA Office Market Report indicate that there was an 

increase of 2.0% in office space over the six months to January. This 

equates to an increase of 88,238 sqm in space to bring Melbourneôs office 

stock up to 4,526,062 sqm.  

 

A Grade stocks contributed the most to this increase, with an addition of 

93,768 sqm in space over the period to bring total stocks up to 2,239,962 

sqm. C Grade stocks also increased, by 6,011 sqm to 547,955 sqm. In 

contrast, Premium Grade and B Grade stocks declined over the period, by ï

5,500 sqm and ï6,041 sqm respectively. Their total supply stand at 

 746, 387 sqm and 875,344 sqm respectively. 

 

A Grade stocks still dominate Melbourneôs office market, with 49.5% of total 

space. Premium Grade stocks follow, with 16.5%, followed by B Grade 

stocks (19.3%), C Grade stocks (12.1%) and D Grade stocks (2.6%).  

 

From Chart 2, we note that supply addition through the six months to 

January outweigh withdrawals of office stock in Melbourne CBD. There was 

an addition of 136,368 sqm of space, offset by 48,130 sqm of withdrawals 

over the same period.  

Total Vacancy 
 
Total vacancy in Melbourne CBD declined over the six months to January 

2017 to 6.4%, with total vacancy declining to 291,309 sqm in space. This 

change was largely attributed to the decrease in direct vacancy, from 6.4% 

and 6.0%, whilst sub-lease  vacancy declined from 0.7% to 0.5%.  

 

 
Tightening in vacancy rates occurred across all but A Grade offices, with 

Premium Grade and B Grade offices experiencing the steepest decline in 

total vacancy of ï1.7% each. Their respective vacancy rates stand at 6.7% 

for Premium office and 5.8% for B Grade offices. C Grade offices 

experienced a decline of ï0.8% down to 8.3%, whilst D Grade offices 

declined by ï0.5% to 1.7%. On the other hand, A Grade offices experienced 

a 0.3% increase in total vacancy to 6.4%.  

 

 

 

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

Chart 3 ï Melbourne CBD Commercial Vacancy Rates ï Source PCA 
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Chart 2 ï Melbourne CBD Additional Supply and Withdrawals ï Source PCA 
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East Melbourne CBD  

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 December 2016: 

 

10 Wesley Court, Burwood East, VIC 3151  

A private investor has bought an office 

building in the Tally Ho Business 

Park for $19.55 million. The sale 

reflects a yield of 6.97%. Burwood 

East is located around 18.4 km east of 

Melbourneôs CBD.  

 

16-18 Cato Street, Hawthorn East, VIC 3123  

A private syndicate has purchased the corporate headquarters of Bunnings 

Group for $24.7 million. The lessee struck a new 6-year deal in August with 

an additional 6-year option to renew. The 5,295 m2 building sold on a yield 

of 6%. The sale reflects a rate of $4,665 psm. Hawthorn East is located 

about 7.8 km east of Melbourneôs CBD.  

 

Leasing Activity  
 

Preston Rowe Paterson Research recorded the following leasing 

transactions that occurred in the East Melbourne office market during the 

three months to December 2016:  

 

Building 8, 658 Church Street, Richmond, VIC 3121  

IVE Group Australia has agreed to a 5-year lease with options on a 908 

m2 ground floor office. The lessee will upgrade the exposed ceilings and 

polished concrete floors. The 

annual rent of $418 psm will be 

paid to the landlord Property Bank. 

Richmond is located 3.8 km east of 

the Melbourne CBD.  

Supply by Grade (Stock) 
 
There was a minor decline in the supply of office market stock in East 

Melbourne over the six months to January 2017. B Grade offices continue 

to dominate the market, with a total of 89,164 sqm (or 51.3%) of space, 

followed by A Grade with 54, 352sqm (33.3%), C Grade with 18,278 sqm 

(10.5%) and D Grade with 8,667 (5.0%). Over the half year, total supply 

declined by ï2.0%. The withdrawal of 3,500 sqm in space was attributed to 

by the decline in A Grade office stocks from 57, 852 sqm to 54, 352 sqm.  

Total stocks for East Melbourne stand at 170, 461 sqm.  

 

 

Chart 4 ï East Melbourne Total Stock by Grade ï Source PCA 
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Chart 5 ï  East Melbourne Additional Supply and Withdrawals ï Source PCA 
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