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Growth and stability for two markets recovering from an economic downturn; historically 
low vacancy elsewhere in the country; an increasing demand for wellness in the 
workplace; and the determined advance of coworking spaces. Australia’s office leasing 
story is nothing if not diverse.

Introduction 
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Michael Greene
Head of Tenant Representation 
Australia

In this Tenant Trends report, we have put the 
spotlight on key markets across the country, 
getting down to the number of office options 
available to you in the Prime category, so you 
are fully informed ahead of your next move. In a 
quick overview:
• Perth is moving into an economic recovery, and we 

recommend tenants organise their future property needs now
• Vacancy is at a five-year low in Brisbane, but landlords are 

offering flexibility to preserve face rents, so tenants should 
choose this time to upgrade

• Adelaide lacks supply, but with incentives at 40 percent, it is 
also very much a market for tenants

• Meanwhile, Canberra has emerged as a two-tier market, 
with balanced opportunities for landlord and tenant in 
the Premium A-Grade space, while the secondary market 
favours the tenant

• At the other end of the spectrum, Sydney and Melbourne 
have the tightest vacancy in Australia, as well as the 
biggest demand. Occupiers should start looking for new 
accommodation at least three years ahead of moving.

Focusing on broader trends, coworking providers wield some 
of the biggest influence on markets Australia-wide, as they 
jockey for space  with traditional occupiers, as well as provide 
them with a flexible alternative. 
And on the topic of flexibility, landlords are responding to the 
growing appetite among businesses for flexible space to carry 
out project work. They are providing more options than ever 
to better service their tenants, and so it pays for businesses to 
give consideration to how much of their space requirements 
can be filled with this type of flexible space, either from a 
coworking operator, or direct from the landlord. 
From the number of office options available to your business 
by size; to rental growth forecasts; and trends emerging 
not just in Australia, but also across the world, we trust this 
Tenant Trends report will give you the insights you need to 
see you through your next office relocation. And of course if 
there is anything else, just ask us.



Spotlight on Australian  
 city markets
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Prime A-Grade Office Vacancy

Prime net effective rent per sqm 

Adelaide

Brisbane

15.2%

13.9%

Melbourne

Canberra*

5.5%

5.4%

Sydney

Perth

21.4%

5.5%

Adelaide SydneyPerthMelbourneCanberraBrisbane

$163

$260

$248

$368

$350

$791

*Vacancy for Canberra is for A-Grade only  
Rental figures are over the 12 months to March 2018
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Rental growth/decline

Adelaide SydneyPerthMelbourneCanberraBrisbane

-18.5% -2.1%

3.5%

15.2%
17.4%

2.7%

Market in favour of:

Adelaide Brisbane Perth Canberra Melbourne Sydney

2020

TenantLandlordBalanced

2018
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Supply
What is in the development pipeline (new and refurbished) over 
the next three years?
Sydney will experience an historic supply shortage over the next few years, 
before a new tranche of office development is expected to provide relief 
from 2020 onwards.

New
• Investa is developing 20,500 sqm of A-Grade offices at Barrack Place, in 

Clarence Street, which will be ready by 4Q18.
• Investa is also developing 38,800 sqm of Premium A-Grade offices at 

60 Martin Place, due for completion in 4Q19. Law firm Norton Rose 
Fulbright has committed to 10,000 sqm.

• Lendlease is developing its second wooden building, known as C1 
Barangaroo, for completion in November 2019. It is understood to be 100 
percent pre-committed.

• Wynyard Place, a 27-level tower at Carrington Street by Brookfield, 
AMP Capital and UniSuper, will deliver 57,000 sqm of premium grade 
offices as part of the Wynyard Station redevelopment. National Australia 
Bank has pre-committed to 43 percent of the building which is due for 
completion in 2020.

• Lendlease’s Circular Quay Tower on George and Pitt Street, and AMP 
Capital’s Quay Quarter Tower on Bridge Street, will deliver 54,200 sqm 
and 97,000 sqm respectively to the waterfront precinct by 2021-2022, 
with AMP itself occupying 37,000 sqm of Quay Quarter Tower for its new 
headquarters.

Refurbished
• Investa and Brookfield are to upgrade the entire building at 388 George 

Street after tenant IAG relocates to Darling Park. Available in 2Q20, 388 
George Street will incorporate five “floor villages”, offering 35,800 sqm in 
total when the refurbishment is complete. 

• Mirvac will be undertaking an extensive refurbishment to reposition 55 
Market Street once Westpac vacates. The works will deliver 20,000 sqm 
once complete in 2Q20.

• With Allianz relocating and decentralising its 18,000 sqm tenancy at 2 
Market Street, Charter Hall will complete a base building refurbishment 
and create a brand new ground floor. The works will tip 20,290 sqm in 4Q20.

Vacancy
Over the next 12 months, how many 
options are there for tenants looking for 
A-Grade/Premium Grade offices:

Sydney

<1,000 sqm

20

>10,000 sqm

4

Between 1,000 
and 3,000 sqm

10
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Rent
What has been the growth pattern over the past 12 months in net 
effective rental terms and what is the forecast?
On the back of tight supply and good economic health, growth in Sydney’s 
CBD prime office rent continues to be among the highest in the world, 
with double-digit growth in prime net effective rents over the past two 
years. Growth is currently at 26 percent, with rent on average at $791 per 
sqm. Vacancy, at 5.5 percent has been stable over the past quarter, but the 
secondary vacancy rate of 4.9 percent is the lowest it has been since 2001.
This pace of growth is expected to continue into the end of 2018, and 
beyond that, incentive levels - which dropped from 30 to 22 months rent-
free, based on a 10-year lease - should stabilise. Face rents are expected to 
increase in line with the 10-year annual average of 4.4 percent.

Demand
Which sectors are driving space demand?
Global organisations in law, finance, professional services and technology 
are drawn to Sydney by its deep talent pool and proximity to major 
markets in Asia Pacific. Underscoring this trend is the city’s 10th place 
ranking out of 231 global cities–and first place for Australian cities–in the 
Mercer Quality of Life index 2018. This is an internationally recognised 
index referred to by governments and major companies placing employees 
on international assignments.
WeWork continued its relentless expansion in the city, taking 4,000 sqm 
in the HCF building on George Street in the past quarter. The coworking 
provider has also pre-committed to another 4,000 sqm in the York and 
George Building, also on George Street. This brings the company’s 
footprint in greater Sydney to 23,000 sqm across five locations.
Centralisation is also a common trend, especially among financial services 
and information and communications technology companies. An example 
of the latter includes Microsoft, which has taken out flexible space at 
WeWork, at 333 George Street, in addition to its North Ryde head office.

"While it is true that there are very 
few options for occupiers looking 
for large A-Grade/Premium office 
space in the short term, there is 
25,700 sqm of space available 
via sublease, assignment, and 
surrender space. Along with 
the amount of coworking space 
available in Sydney, this really 
does open up the market for 
occupiers that are looking to grow, 
but value flexibility."

Sadaf Mayar
Director, Tenant Representation, NSW
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Vacancy
Over the next 12 months, how many 
options are there for tenants looking for 
A-Grade/Premium Grade offices:

Supply
What is in the development pipeline (new and refurbished) over 
the next three years?
There are over 10 projects currently under construction in the Melbourne 
CBD, including in the Docklands precinct. They will deliver a combined 
410,000 sqm of office space, with the last due for completion by 2020. 
However, in the short term, the majority of new office space already under 
construction is pre-committed. This includes:
• Mirvac’s 664 Collins Street, delivering 26,000 sqm of A-Grade offices for 

completion in 2018, and leased to Exxon Mobil, AGL, Fujitsu and Pitcher 
Partners.

• Tower 5, at Walker Corporation’s Collins Square development (39,000 
sqm), due for completion in October this year. Its tenants include 
Transurban and NBN.

• The first office tower at Lendlease's Docklands project, Melbourne 
Quarter - One Melbourne Quarter, due for practical completion later 
this year, with 24,000 sqm of offices over 13 floors. Sold to the Australian 
Prime Property Fund for $250 million, it will be home to AMP, Arup, 
Lendlease and a flexible occupier to be confirmed. 

• The 42-storey A-Grade office tower at 311 Spencer Street, at the west end 
of Melbourne’s CBD, to be delivered in 2019, and fully leased to Victoria 
Police.

• ISPT’s 15,600 sqm tower at 271 Spring Street, which will serve as the new 
headquarters for Australian Unity when it completes in 2019. The lower 
three floors are currently available for sublease.

The following are expected beyond 2019:
• Mirvac’s Olderfleet development at 477 Collins Street which will be 

one of the developer’s largest commercial developments in Australia, 
delivering 55,000 sqm of premium-grade offices by 2020. Deloitte has 
committed to 22,000 sqm and Norton Rose circa 6,000 sqm.

• QIC’s 80 Collins Street development, which is to deliver 43,000 sqm of 
premium-grade offices. Strong pre-leasing has seen commitments to 
McKinsey & Company (2,680 sqm), Macquarie (6,000 sqm) and DLA Piper  
(5,000 sqm). The building has earned the moniker ‘tower of power’.

• Charter Hall’s 55,000 sqm Wesley Place tower at 130 Lonsdale Street. 
Pre-commitments from Cbus (9,191 sqm), Telstra (3,357 sqm) and 
Vanguard (10,528 sqm) has seen construction get underway.

• 2 Melbourne Quarter, where construction is underway after the 
commitment of Energy Australia (20,000 sqm)

• Dexus’ Flinders Gate development, at 180 Flinders St. It has been pre-
committed by John Holland (7,000 sqm) with a remaining 4,400 sqm 
available. 

Stock due to be taken out of the market for refurbishment will cause 
additional pressure on supply. This includes:
• The building at 12 Riverside Quay, which will be vacated by Exxon Mobil 

in 3Q2018.

Melbourne

<1,000 sqm

25

>10,000 sqm

2

Between 1,000 
and 3,000 sqm

10
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• 100 Queen Street, which will be vacated by ANZ in early 2019.
Pre-lease demand is strong in Melbourne and a number of pre-
commitments to new developments will create backfill space options 
available by 2020, particularly in the Flagstaff and Western CBD precinct. 
These include:
• The Gadens Lawyers, and King & Wood Mallesons space at 600 Bourke 

Street.
• The Minter Ellison floors at Rialto - though a refurbishment of these 

floors will be required.
With the lack of development sites available in the CBD, the next phase 
of development options in 2020 and beyond for occupiers searching for 
8,000-10,000 sqm will be located in non-core CBD locations, as well as 
those further away from public transport. This may prompt large occupiers 
to consider fringe locations such as Richmond, where there is transport 
and retail amenities.

Rent
What has been the growth pattern over the past 12 months in net 
effective rental terms and what is the forecast?
Over the past quarter, CBD vacancy had decreased to 5.4 percent, which is 
the lowest in a decade.
And as at the end of March 2018, the year-to-date growth in prime net 
effective rents was 15.2 percent with space on average costing AUD $368 
per sqm per annum.
Average rental growth is expected to stay strong throughout the remainder 
of the year, making Melbourne Australia’s top performing CBD market.
Overall we have seen an increase in gross occupancy costs due to an 
increase in face rents and increases in land tax. Land tax has increased in 
some locations as a result of significant land value increases and for some 
assets there is increased cost impact associated with absentee, or foreign 
ownership. Incentive levels are edging slightly lower.

Demand
Which sectors are driving space demand?
Business expansion of larger tenants has been the driver of almost half 
of gross take up over the past quarter. The expansion of coworking 
operators–including Hub Australia taking 3,500 sqm in the Georges 
building–and centralising tenants have been notable moves over the past 
quarter.
Generally, demand in the CBD is concentrated towards professional service 
firms, flexible occupiers and the education sector, with Monash University, 
Acknowledge Education and Melbourne University all taking new space 
recently.
Some buildings, such as Melbourne Central, have catered for smaller 
requirements of 100-500 sqm of fitted offices. This correlates with the 
growth of small businesses and start-ups in the IT sector.
Underscoring this demand has been rapid population growth and 
significant jobs creation.

"Melbourne’s current supply 
gridlock is expected to continue in 
the short term, in particular with 
good quality contiguous options 
in the east end of the CBD. As a 
result, some tenants are bringing 
forward their decision-making 
around lease expiries to ensure 
they do not miss out on stock 
availability or ‘shovel ready’ 
developments."

Kate Pilgrim
Director, Tenant Representation, VIC
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Vacancy
Over the next 12-24 months, how many 
options are there for tenants looking for 
A-Grade/Premium Grade offices*:

Supply
What is in the development pipeline (new and refurbished) over the 
next three years?

The supply pipeline for the Perth CBD is minimal, with only one major 
office project, and another smaller offering:
• The Capital Square development at 98 Mounts Bay Road, by AAIG 

Australia, has been completed. It has delivered 48,484 sqm of offices and 
is the new home of Woodside Petroleum, which has begun moving in.

• A much smaller scheme is the boutique at the Raine Square and 
Bankwest Place Site. A glass box, it will deliver 1,910 sqm of offices due 
for completion in 2019.

Oil giant Chevron has been mooted to build a 50,000 sqm tower at 
Elizabeth Quay, with a third party undertaking the build under a build-to-
lease proposal. However, there are other developments which may be in 
consideration for Chevron and other large occupiers. They include:
• Brookfield’s Elizabeth Quay Plus Tower, which will potentially bring 

15,000 sqm of office space by 2023, along with a second tower of 35,000 
sqm. This is in addition to a potential 17,000 sqm building at Mounts Bay 
Road, linking into Brookfield Place.

• A new commercial and retail precinct proposed by Lendlease and GDI 
Property Group at the Mill Green complex

• Chevron could decide to remain at its current location at QV1, where it 
occupies 32,000 sqm, with a lease expiry in 2023.

QV1 owner and developer Investa is poised to bring forward its QV2 (10,916 
sqm) and QV3 (19,167 sqm) schemes in Hay Street, both of which have 
development approval. However, lending restrictions and caution in the 
Perth market on the back of the mining boom and bust period means it is 
highly unlikely any of these developments will begin without 70 percent 
pre-commitment.
In terms of refurbished stock, 240 St Georges Terrace, which is being 
vacated by Woodside, will supply 39,500 sqm to the market, of which 47 
percent has already been leased or pre-committed.

Rent
What has been the growth pattern over the past 12 months in net 
effective rental terms and what is the forecast?

Perth

2018 

*Because of the relatively small size of the Perth market, we have 
removed the 1,000 sqm category, and included options available over 
a 24-month period

2019 

<3,000 sqm

2

<3,000 sqm

4
>10,000 sqm

1-2

>10,000 sqm

1
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The decline seen in net effective rents over the three years to 2016 finally 
stabilised in 2017. And as at March 2018, annual prime net effective rental 
growth was at 2.7 percent, with rents costing on average AUD $350 per 
sqm.
The Perth CBD vacancy rate is 21.4 percent, decreasing from a peak of 24.7 
percent in 2016. Prime vacancy is 16.4 percent. Vacancy overall is expected 
to remain at elevated levels for longer than previous cycles. 
The increasing appetite from tenants for prime office accommodation 
is likely to see incentives decline, and the market shift in favour of the 
landlord in mid to late 2020, or early 2021. We anticipate the return of even 
stronger effective rental growth from 2019.
In a sign of improving conditions, sublease vacancy has declined since its 
most recent peak in 2Q16, and decreased further over the past quarter to 
two percent of total stock. Multiple occupiers have either reoccupied, or no 
longer marketed their premises for lease. 

Demand
Which sectors are driving space demand?

The demand for WA resources and commodity pricing will be a huge 
influencer of space requirements by the mining sector. There is currently 
strong investment going into lithium mining and refining, and so this part 
of the sector in particular could drive demand.
On the whole, however, Perth is becoming a more diversified economy. 
As such, utilities, information media and telecommunications, health, 
education and food services, are also driving demand.
As the economy gathers momentum, organisations are putting increasing 
value on workplaces that enhance productivity. This translates to a 
demand for prime buildings with 1,500 sqm-plus floorplates, including 
premium-grade amenities, and also those in desirable locations, such as 
near transport hubs.
The increasing requirement for refurbished space in the CBD is coming not 
just from jobs growth, but also businesses centralising from outside the 
core.
With the desirability of secondary stock waning, landlords are installing 
speculative fit outs in order to attract smaller tenants. This is evidenced by 
the fact that the largest level of refurbished stock since 2014 came to the 
market over the year to April 2018.

"Perth presents a favourable 
landscape for tenants as a growing 
divergence between precincts and 
grades of stock leads to greater 
competition among landlords, and 
therefore plays into the hands of 
tenants.

However, as there is a shortage of 
existing space, with no new supply 
in the pipeline, it is important that 
any organisation greater than 100 
employees begin actively searching 
for new premises within the next 24 
months, otherwise they face paying 
a premium rent.

For smaller tenants looking to 
relocate in the short term, the 
increasing tendency for landlords 
to undertake speculative fit outs 
and show suites for partial floors, 
will appeal."

Andrew Campbell
Director, Tenant Representation, WA
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Vacancy
Over the next 12 months, how many 
options are there for tenants looking for 
A-Grade/Premium Grade offices:

Supply
What is in the development pipeline (new and refurbished) over 
the next three years?
The future supply pipeline in Adelaide remains static with 31,200 sqm of 
office space expected to be delivered by the end of 2019. That includes:
• Charter Hall’s GPO Exchange building, at 2-10 Franklin Street, which has 

24,500 sqm of A-Grade space due for completion in the second half of 
2019. With deals signed by BHP (10,000 sqm) and the Attorney General’s 
Department (12,500 sqm) it is now 90 percent committed.

• U City, which is Uniting Communities’ mixed use development on the 
old Maughan Church site at Franklin and Pitt Streets. This will include 
5,800 sqm of offices due for completion early next year. It has been 
awarded one of the highest sustainability ratings in the country.

Other major developments in the pipeline are Walker Corporation’s Festival 
Plaza Office Tower (40,000 sqm) located in the Frame precinct, and the 
30,000 sqm tower development at 73-85 Pirie Street, recently acquired 
by CBUS Property. However, timing on these two projects is reliant on 
significant tenant pre-commitment. 

Rent
What has been the growth pattern over the past 12 months in net 
effective rental terms and what is the forecast?
An increase in incentives offered by landlords over the past two years has 
seen annual prime net effective rents decline by 18.5 percent, to an average 
now of AUD $163 per sqm. They are expected to trend upwards moderately 
over the coming 12 months.
Average prime incentives are currently at 37 percent (or 44 months rent-free 
based on a 10-year lease), but an increasing flight to quality will likely see 
incentives decline in 2019 in Prime space. 

Adelaide

<1,000 sqm

36

>10,000 sqm

7

Between 1,000 
and 3,000 sqm

23



Tenant Trends    13 

Demand
Which sectors are driving space demand?
The March 2018 state election ushered in South Australia’s first centre-right 
Liberal government in 16 years, and with that, policy changes that are 
expected to boost jobs growth, particularly in infrastructure. The defence 
sector is also likely to drive the biggest demand thanks to a major ship-
building program.
Otherwise, momentum gathered over 2017 in the financial services, IT, 
health, biotech and resources industries will be maintained over the 
coming year. 

"The Adelaide market is geared 
firmly in favour of the tenant and 
this is unlikely to change any 
time soon, so now is the time for 
tenants to bring forward their real 
estate expiries and secure long-
term gross occupancy costs at the 
current attractive returns.

Look out for creative and quirky 
building fit outs, which landlords 
are providing in order to appeal to 
a broader pool of tenants. Moving 
into an existing fitted suite allows 
tenants to put the money saved 
on fitting out towards their rental 
bill, eliminating future make good 
obligations, while also supporting 
the building’s asking rental overall 
valuation."

Angelo Pavanello
Director, Tenant Representation, SA
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Vacancy
Over the next 12 months, how many 
options are there for tenants looking for 
A-Grade/Premium Grade offices:

Supply
What is in the development pipeline (new and refurbished) over 
the next three years?
The supply pipeline in Brisbane has been relatively limited over the past 
18 months, with just one major completion - the refurbishment of 310 Ann 
Street. Over the past 10 years the Brisbane CBD has averaged an additional 
52,000 sqm (net supply) of office stock per year. But forecasts over the next 
five years is for an average of just 12,100 sqm of stock per year. Among them 
are:
• Shayher Group and Bao Jia Development’s 42-storey tower that will 

occupy 300 George Street. This is the only commercial project currently 
in development in the CBD and will speculatively deliver 47,700 sqm of 
A-Grade offices in 3Q19. 

• This year will also see work begin on Dexus Properties’ The Annex, at 
12 Creek Street. The boutique development adjoins the developer’s 
so-called Blue Tower, and will provide 8,000 sqm of offices over 11 floors, 
with completion due towards the end of 2019.

Beyond these two projects, Midtown Centre will be completed by 2021. 
This is a joint venture scheme by Ashe Morgan and DMANN Corporation, 
re-positioning 42,000 sqm of A-grade office space over 26 floors, designed for 
flexible working. Level 20 will feature a sky garden.
Recent approvals and development applications point to a raft of new 
stock also due to complete by 2021, in large part triggered by Suncorp’s 
requirement for 30,000-40,000 sqm of new offices. A majority of these 
schemes are subject to leasing pre-commitments.

Brisbane

<1,000 sqm

5

>10,000 sqm

12

Between 1,000 
and 3,000 sqm

10
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Rent
What has been the growth pattern over the past 12 months in net 
effective rental terms and what is the forecast?
The Brisbane market has improved over the past 12 months, and as it 
soldiers on into an economic recovery, vacancy has tightened to 13.9 
percent, the lowest recorded level for five years. This could put upward 
pressure on rents, but both Aurizon and Aurecon are moving out of A-grade 
space which may delay prime rental growth to 2019.
Average annual prime net effective rents have declined by 2.1 percent, while 
incentives are expected to be at their peak, meaning the decline in effective 
rents should end. However, it is unlikely that any material rental growth will 
occur until late 2018 at the earliest. Net effective rents are approximately 
AUD $260 per sqm per year.
A fluster of investment activity at tight yields has seen investors bump up 
face rents to achieve returns.

Demand
Which sectors are driving space demand?
Lease expiries will put a number of large tenants in the market for office 
space from 2020, including Suncorp and the Australian Tax Office. 
Until late 2017 QSuper was in the market for over 17,000 sqm as part 
of a consolidation of four Brisbane offices, but the company has since 
preleased 17,200 sqm at the proposed Brisbane Square Tower 2. 
The state government will continue to drive strong demand. It was active 
in the last quarter, committing to 21,627 sqm in the CBD, including 310 
Ann Street, 83-85 and 275 George Street, and 123 Albert Street. And the 
public sector is still shopping for roughly 140,000 sqm across different 
departments and stages as it invests in modern ways of working.
The coworking sector accounted for major occupier moves as well and 
continues to drive demand. After major forays into Sydney and Melbourne, 
WeWork is to descend on Brisbane, taking 7,000 sqm at 192 Ann Street. 
Hub Australia has taken 3,900 sqm at 200 Adelaide Street. This sector is 
expected to continue looking for high-B to low-A Grade offices.

"With Suncorp expected to make a 
decision on its office requirement 
in the coming months, we expect 
this announcement will give the 
market a great deal of confidence 
on a number of matters moving 
forward, mainly the timing and 
backfill space they will leave 
behind. A flight to quality has been 
a theme for most tenant moves 
over the past few years and we 
expect this to continue while the 
vacancy levels remain elevated and 
additional stock gets added to the 
market.

Additionally, mooted major 
infrastructure projects such as 
Cross River Rail and Brisbane 
Live could lead to a shift in tenant 
location preference over time."

Dirk Van Velden
Manager, Tenant Representation, QLD
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Vacancy
Over the next 12 months, how many 
options are there for tenants looking for 
A-Grade/Premium Grade offices*:

*Limited options in the A-Grade/Premium Grade category means that 
only the Secondary market provides space for larger requirements

Supply
What is in the development pipeline (new and refurbished) over 
the next three years?
A surge in new supply over the second half of 2017 sets the backdrop on the 
supply front going into 2018.
In addition to the 51,364 sqm of new and refurbished space added to the 
market last year, another 40,000 sqm of new development is expected to be 
delivered over the next 18-24 months – much of it speculative:
• A refurbishment of 10 Brindabella Circuit at the airport business park 

will bring 4,932 sqm to market–now fully committed–in one of the city’s 
unique business hubs

• Another 9,098 sqm of A-Grade office space will come through a 
refurbishment at 38 Sydney Avenue, in the Parliamentary Precinct of 
Forrest

• Amalgamated Property Group’s transformative scheme, Civic Quarter, 
which sits adjacent to Canberra’s largest new infrastructure project, the 
ACT Light Rail Network, will bring 14,500 sqm of A-Grade offices to the city 
by mid-2019

• Capital Property Group’s Constitution Place consists of two buildings, 
21,000 sqm committed to the Commonwealth Government, and a 
speculative building of 12,000 sqm to be completed in 4Q20. This building 
has very strong interest from the private sector and is likely to be fully 
committed in 2018.

Rent
What has been the growth pattern over the past 12 months in net 
effective rental terms and what is the forecast?
Net effective rents increased 3.5 percent in the 12 months to April. They are 
likely to increase further, particularly in the Civic and Barton precincts, where 
supply is limited and demand remains strong. The level of new supply is 
unlikely to change overall rental trends, especially as the new supply will 
drive a much higher rental level than the existing stock.

Canberra

<5,000 sqm 
(secondary only)

<1,000 sqm

6

>5,000 sqm 
(secondary only)

3

Between 1,000 
and 3,000 sqm

1
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The market is currently a two-tier market, balanced in the Premium A-Grade 
sector and tenant-favourable secondary market. It is likely that with the 
level of interest in the market, and the gradual decline of existing stock, 
the A-Grade market will become more balanced and close to favouring the 
landlord from 2019/2020 onwards.

Demand
Which sectors are driving space demand?
The government and community sectors continue to dominate demand in 
Canberra’s office market, and in 2017 they made up over 75 percent of total 
tenants. Larger government tenants are the most likely to pre-commit to 
new prime stock. 
There has been strong jobs growth in the education and training, retail 
trade, IT and media, and energy sectors, which will translate to office 
demand.
The healthcare sector will also grow significantly, especially with the 
opening of the rehabilitation hospital at the University of Canberra.
The number of small businesses in the ACT is growing faster than 
anywhere else in Australia, and while coworking providers are yet to get a 
foothold in the market, the growth of small business may be the demand 
they need to capitalise.

"Market trends indicate that 
landlord incentives will go down 
over the next 12-to-18 months as 
supply gets taken up and landlords’ 
sentiment changes. And so we 
recommend small-to-medium sized 
tenants take advantage of these 
current incentives as they could 
go towards the capital expenditure 
which tenants often require in a 
move."

Gavin Martin
Head of Tenant Representation,  
NSW & ACT
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What are the trends affecting tenants in 2018?

So you’ve weighed up your options in terms of location and availability, but that is only 
half the job. It is also important to create a workplace that runs seamlessly and that people 
want to be in. To help you, we have identified these emerging real estate trends as having the 
greatest potential to change how businesses approach their property requirements in 2018.

Flexspace
On a typical work day, office space is 
underutilised 40 percent of the time.
It is absolutely essential to leverage 
flexible space as a core part of your 
workplace and portfolio strategy. 

Dynamic workforce
Increasingly mobile, tech-enabled 
employees are demanding a greater 
choice of when and where they work. 
Businesses must take a user-centric 
approach to responding to their needs, 
including the spaces they inhabit.

Innovation culture
Ascertain whether it is incubator, 
accelerator, coworking, or some 
other form of collaboration space 
your business needs to promote the 
innovation agenda, and whether it 
is external or internal collaboration 
required, then factor this into your real 
estate objectives.

Digital drive
Significant investment in tech and 
digitised services can help businesses 
become more agile, customer centric, 
efficient, people-oriented and innovative. 
By gathering valuable data and informing 
complex decision-making, the Internet 
of Things, and Artificial Intelligence are 
especially valuable.
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Community
Spaces focused on shared interests, 
and encouraging communication, must 
form part of your community-building 
strategies.
They can help connect people from 
different parts of the organisation 
and promote a collaborative spirit, 
as well as have a positive impact on 
engagement and productivity.

Future skilling
It is urgent that businesses reskill and 
retrain staff, and recruit atypical profiles 
to enhance real estate performance.

Wellness
Wellness could include improving 
the air quality and greenness of your 
workplace, ensuring access to good 
quality amenities, and also providing 
sufficient lighting in the office.

Smart real estate
Look for the kind of proptech that 
enhances the user experience of 
your asset or portfolio, and therefore 
improves employee retention. It will 
ultimately enhance the performance 
and value of the business.

Humanisation
Ensure the workplaces you oversee are 
people-orientated and personalised, 
and have the efficiency of collaborators 
in mind. 

Adaptive organisation
It is critical for you and your team to 
embed agility into your organisation 
to avoid risks to your real estate assets. 
Be mindful of teams that are not 
adequately skilled, technologies that 
are outdated, and a lack of integration 
of new and existing technologies, which 
can all undermine a company’s ability to 
capitalise on new opportunities.
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Here is our pick of some of the biggest tenant trends across the globe over the past 12 months.

United States 
The US office market has, over the past 12 months, shown further signs of movement 
into a more balanced, slower-growth phase of the real estate cycle. Both new construc-
tion and second-generation space options are expanding, giving tenants across a variety 
of industries, geographies and price ranges newfound opportunities. As the market 
remains near peak employment and talent shortages become acute in an environment 
of rising supply, annual net absorption in Q1, at 1.1 million sqm, is the slowest it’s been 
since 2010. Markets in Houston, Silicon Valley and New Jersey in particular have com-
pounded the slowdown.

Meanwhile, though uncharacteristically slow in growth, the tech sector continues to  
expand at twice the rate of overall jobs growth.

Around the world

Europe 
 
WeWork, newly funded by SoftBank’s Vision Fund, has shown blistering pace of growth to 
become Central London’s biggest office occupier after the UK government, with 792,480 
sqm of space. The company is said to be broadening its strategy to capitalise on banks’ 
Brexit uncertainty by giving them the chance to remove long leases from their balance 
sheets. 
Meanwhile, for the fourth year in a row, Berlin has retained the top spot for real estate 
investment and development in 2018. Business growth is being propelled by the technology 
sector, while its educated workforce and creativity are major drawcards for investment.  

Asia 
 
Shanghai is positioning itself to overtake Hong Kong as greater China’s biggest office 
market. By 2020 A-Grade office supply in the city will reach 11 million sqm, overtaking 
the 9.2 million sqm expected in Hong Kong by the same time. Focus is on the emerging, 
decentralised business hub Qiantan, which has attracted international firms.

An analyst quoted in PwC’s latest Emerging Trends in Real Estate Asia Pacific report 
indicates an aversion from landlords towards tenants that are prone to disruption.
“The way they see it, one minute they sign a three-year lease, then the cycle passes,  
the company goes bust and they’ve lost two floors. At least if they have more law firms …  
the demand will be there.”
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