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INSIDE THIS ISSUE: 

PRP Valuers and Consultants 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.  

 

We regularly undertake valuations of residential property for 

mortgage purposes, as well as for development funding 

purposes. We also undertake valuations of commercial, retail, 

industrial, hotel and leisure and special purpose properties for 

many varied reasons, as set out later herein.  

 

Please contact a Director of our relevant office for any valuation 

or consulting quotations and advice.  

 

Please note: these reports have been compiled retrospectively based on the latest available statistics that may have up to 

a three month lag. Some figures may not incorporate the effects of the recent financial global crisis, effects of the stock 

market crash and the continuing sub -prime credit crisis in the US. We expect some graphs to trend downwards as updated 

data becomes available. Some market conditions may have changed since this time and these changes will be reflected 

in future reports.  
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The global economy is stabilising after a sharp 

contraction in demand earlier in the year. 

Downside risks to the global outlook have 

diminished, though they have not dissipated 

with most expecting only modest growth in the 
world economy in 2010.  

 

Sentiment in global financial markets has 

continued to improve although credit 

conditions still remain difficult. The effects of 

economic weakness on the balance sheets of 

financial institutions will still be filtering though for 

awhile.  

 

Economic conditions in Australia have been 

stronger than expected with the nation being 

the only advanced economy to avoid two 

consecutive quarters of negative growth in real 

GDP. Australiaõs GDP rose by a seasonally 

adjusted 0.6 per cent in the June quarter, 

compared with an unrevised 0.4 per cent in the 

March quarter. Over the year to June, GDP rose 

0.6 per cent.  

 

Aggressive and pre -emptive monetary and 

fiscal policy has to date been effective in 

insulating many sectors, with household 

spending and household demand responding 

positively.  

 

Measures of confidence have recovered, with 

consumer spending, exports and business 

investments proving their resilience. Exports have 

been largely driven by strong demand for bulk 

commodities from China.  

 

Retail sales climbed more than expected in 

August, rising by 0.9 per cent, seasonally 

adjusted. Economists had expected a 0.5 per 

cent increase in August. Over the year to 

August 2009 retail sales grew by 5.3 per cent.   

 

Credit growth overall remains modest. Housing 

credit has been solid and dwelling prices have 

increased over recent months. However, 

business borrowing has been declining as 

companies strengthen their balance sheets in a 

tighter lending criteria environment. Large 

companies have had good access to equity 

capital and access to debt markets appear to 
be improving.  

 

 

The commercial, retail and industrial markets 

have experienced a softening of yields and 

capitalisation rates. Tightening in the credit 

markets has also affected investors/developers 

ability to secure financing for investments and 
projects.   

 

In terms of the investment market for assets, a re -

pricing of risk has occurred and sellers have 

begun to accept a correction in the market 

evidenced by the increase in the number of 

transactions that have occurred over the first half 

of 2009; expectations of buyers and sellers are 

closer aligned. Private buyers and syndicators are 

expected to remain the most active in the market 

as they take advantage of acquiring quality 

assets that are traditionally tightly held.  

 

We are closely monitoring both sales and leasing 

transactions to consider the impact the global 

credit crisis has had on the Australian real estate 

market; focussing particularly on the pricing of 

property today relative to the pricing of property 

before the credit crisis.  



 

                                                         3 

Commercial Market  

Tenant DemandTenant DemandTenant Demand    
Demand for office space has weakened in the 

Perth CBD for the first time since July 2004, with a 

net absorption of negative 30,366 square metres 

recorded for 12 months to July 2009.  

 

The global financial crisis and the largest supply of 

new office space in nearly 20 years appears to 

have had an impact on the Perth CBD. Demand for 

the B-grade and C -grade office space appears to 

be affected the most reflecting a net absorption 

level of negative 26,551 square metres and 

negative 12,797 square metres respectively over 

the year to July 2009.  

 

Demand  for  A -grade  office  space  remained 

buoyant over the past year recording a positive net 

absorption level of 15,140 square metres.   

 

Occupied Stock and Vacancy LevelOccupied Stock and Vacancy LevelOccupied Stock and Vacancy Level    
The Perth office market currently comprises 

1,362,139 square metres of office space. 46.4 per 

cent of the existing office stock in Perth is A -grade 

office space, followed by B -grade office space 

accounting for 21.7 per cent, followed by premium 

grade office space which accounts for 17.8 per 

cent, then C -grade office space with 13.5 per cent 

of total office stock and finally D -grade office 

space accounting for 0.5 per cent of total office 

stock.  

 

Over the year, for the total Perth CBD office market 

there was a decrease in occupied stock levels 

falling by 2.4 per cent.  
 

The A-grade sub -market posted a 2.8 per cent 

increase in occupied stock levels outperforming all 

other sub -markets.  

 

The vacancy levels for the Perth office market over 

a ten year analysed period is illustrated in the graph 

on the right.  

 

The vacancy rate for overall Perth increased from a 

low of 1.3 per cent in January 2009 to 8.0 per cent 

July 2009; an increase of 6.7 per cent. While this is 

the largest percentage increase in the vacancy 

rate since January 1992, the current vacancy rate is 

still below the 15 -year historical vacancy rate of 

10.5 per cent.  

 

All grades of office space experienced increases in 

vacancy rates over the year. The D -grade office 

market vacancy rate increased the greatest over 

the past six months rising from 0.0 per cent to 9.4 

per cent in July 2009.  

 

Vacancy 

level 

increased by 
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months to 
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2009 
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2009 
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This was followed by the A -grade office 

market where the vacancy rate rose by 9.3 

per cent to 10.8 per cent.  

 

The vacancy increase was primarily caused by 
a significant increase in office supply. In the six 

months to July, 70,588 square metres of new 

office stock was added to the Perth market. 

This is the second highest amount in the history 

of the Property Council of Australiaõs office 

market report and equates to a 5.5 per cent 

addition to the total Perth CBD office stock.  


