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About This Report  
 
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. 
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The global economy is growing, 
and world GDP is expected to 
rise at close to trend pace in 
2010 and 2011.  Global financial 
markets are functioning better 
than they were a year ago 
although credit conditions remain 
difficult as banks continue to face 
loan losses associated with the 
global financial crisis.  
 
Economic conditions in Australia 
have been stronger and 
measures of confidence have 
recovered. The Australian 
economy continues to grow with 
the latest figures from the 
Australian Bureau of Statistics 
(ABS) showing the economy 
grew by a seasonally adjusted 
0.5 per cent during the March 
quarter 2010. The annual growth 
rate rose by 2.7 per cent, 
reflecting a relatively healthy 
result given the economy is still 
in the early stages of an 
economic recovery.  
  
T he  t o t a l  num ber  o f  j obs 
advertised in major metropolitan 
newspapers and on the internet 
rose by 1.8 per cent in March to 
an average of 162,692 per week. 
Although only a small increase, 
the continued growth in job ads 
followed a significant increase in 
February (19.1 per cent) and 
provided the first annual growth 
rate of 8 per cent since July 
2008. This is translating into 
e m p l o y m e n t  g r o w t h  a n d 
contr ibut ing to keeping the 
unemployment rate relatively 
stable.  
 
Official employment figures from 
t h e  A u s t r a l i a n  B u r ea u  o f 
Stat ist ics rev ealed that  the 
unemployment rate remained 
steady at 5.3 per cent in March 
2010. The number of people 
employed increased by 19,600 
people to 10.988 million.  

Business conf idence eased 
slightly in March but remained 
firmly in positive territory for the 
third consecutive quarter. The 
National Australia Bank survey of 
business conf idence for the 
March quarter 2010 fell one point 
to 17. The results are consistent 
with continuing strong domestic 
demand and employment growth 
during the March quarter.  
  

The latest  ABS retai l  t rade 
figures show that sales in March 
rose 0.8 per cent, seasonally 
adjusted, compared with a fall of 
1.2 per cent in February. In 
seasonal ly adjusted volume 
terms, retail turnover rose 0.1 per 
cent in the March quarter 2010, 
this compares to a rise of 1.0 per 
cent in the December quarter 
2009.  Retail sales increased in 
seven out of the twelve months 
to March 2010. 
 
The retail investment market is 
showing signs of improving as 
interest from buyers are rising 
and sellers are becoming more 
willing to part with major assets. 
A number of private buyers and 
syndicators are acquiring quality 
assets which have traditionally 
been tightly held.  
  
In terms of the investment market 
for commercial assets, the 
market for prime and A-grade 
buildings has been turning since 
the middle of last year, when 
listed trusts recapitalised.  The 
listed property market was 
heavily hit early in the global 
financial crisis as asset 
valuations were reduced and 
gearing levels blew out. A 
renewed focus on capital 
management has seen 
distributions reduced and a 
recapitalisation of balance sheets 
has lowered gearing levels.  

From the last quarter of 2009 
values have begun to stabilise 
and the gap between buyerôs and 
sellerôs expectations narrowed, 
resulting in an increase in the 
level of transactions as witnessed 
in the March quarter 2010. The 
stabilisation in asset values and 
the growing levels of tenant 
enquiry are positive factors for 
the office sector.  
 
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.  

Market Commentary  
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Perth Office Market  

Tenant Demand  
Demand for office space has 
weakened in the Perth CBD for 
the second consecutive time 
since July 2004, with a negative 
net absorption of 17,461 square 
metres recorded for the 12 
months to January 2010. Despite 
the fall over the year, there was a 
return to a positive net absorption 
level in the six months to January 
2010 of 4,541 square metres.  
 
Demand for the Premium grade 
and  B - g r ade of f i c e  spac e 
appears to have weakened over 
the six months to January 2010 
recording net absorption levels of 
negative 6,209 square metres 
and negat iv e 5,766 square 
metres respectively. 
 
Demand for A-grade office space 
remained buoyant over the past 
six months recording a positive 
net  absorption level  of  17,620 
square metres.   

 

Occupied Stock and 
Vacancy Level  
The Perth office market currently 
comprises 1,370,262 square 
metres of office space. 36.8 per 
cent of the existing office stock in 
Perth is A-grade office space, 
followed by B-grade office space 
accounting for 31.2 per cent, 
followed by C-grade office space 
which accounts for 16.4 per cent, 
then premium office space with 
14.9 per cent of total office stock 
and finally D-grade office space 
accounting for 0.7 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 1.4 per cent.  
 
T h e r e  h a s  b e e n  a  s l i g h t 
improvement in occupied stock 
levels over the last six months 

Source: PRP Research/PCA Office Market Report January 2010 

with a positive level of 0.4 per 
cent. 
 
The D-grade sub-market posted 
a 7.3 per  cent  i ncrease i n 
o c c u p i e d  s t o c k  l e v e l s 
outperforming al l  other sub-
markets. This was followed by 
the A-grade sub-market which 
posted a 4.0 per cent growth in 
occupied stock levels.  
 
The vacancy levels for the Perth 
office market over a ten year 
analysed period is illustrated in 
the graph above. 

Source: PRP Research/PCA Office Market Report January 2010 

The vacancy rate for overall Perth 
increased slightly over the six 
month period from 8 per cent in 
July 2009 to 8.2 per cent January 
2010, as a result of further new 
supply. 8,123 square metres of 
office space was added to the 
Perth market in the six months to 
January  2010.  The cur rent 
vacancy rate is still below Perthôs 
15-year historical vacancy rate of 
10 per cent.  
 
A l l  sub-m arket s posted an 
increase in vacancy rates except 
for the D-grade off ice space 
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which tightened from 7.7 per cent 
to 1.0 per cent and the A-grade 
sub-market which fell from 10.4 
per cent to a vacancy rate of 8.9 
per cent in the six months to 
January 2010.  
 
The Premium office vacancy rate 
increased the most rising from 
2.7 per cent to 5.7 per cent over 
six months to January 2010.  
 

Development Activity  
Short term  
The Perth office market is likely 
to see the potential additions of 
144,140 square metres of office 
space throughout 2010 of which 
75.8 per cent is pre-committed 
for new developments.  
 
One of the developments is the 
Cbus  Property  Group  project 
located  at  140  William  Street. 
The development will comprise of 
36,000 square metres of  office 
space  over  19  levels  with  an 
average office floor plate size of 
2,000  square  metres, 
approximately  6,500  square 
metres of retail space, and 171 
parking  spaces.  The 
development  is  scheduled  for 
completion over the first half of 
2010. 
 
Long term  
Looking to 2011 the Perth office 
market wil l  potential ly hav e 
addi t i ons of  approx imatel y 
20,560 square metres of which 
56.0 per cent of new construction 
is pre-committed. Beyond 2012, 
the Perth office market could 
have additions of 77,000 square 
metres of office space of which 
approximately 77.9 per cent is 
already pre-committed.  
 
One of the larger developments 
is the Brookfield Multiplex project 
located at  125 St  Georges 
Terrace. The development will 
compri se of  71,000 square 
metres of office space over 45 
levels with an average office floor 

Source: PRP Research/PCA Office Market Report January 2010 

plate size of  1,700 square 
metres, approximately 6,000 
square metres of retail space, 
and 330 parking spaces.  
 
Another  development  is  the 
Equus project located at 580 Hay 
Street  which  is  scheduled  for 
completion  in  the  first  half  of 
2011.  The  development  will 
comprise of 8,200 square metres 
of office space over 6 levels with 
an average floor plate size of 
1,200  square  metres, 
approximately  1,900  square 
metres of  retail  space and 117 
parking spaces. 
 

Investment Activity  
The effects of the global financial 
crisis saw few office sales 
transactions take place in the 
Perth CBD throughout most of 
2009. The uncertainty 
surrounding the depth of the 
global recession coupled with 
financiers tightening their lending 
criteria has ultimately resulted in 

a contraction in buyer activity. At 
the end of 2009 Perth CBD saw 
the largest transaction in the last 
three years with the sale of 
Charter Hallôs 50 per cent stake 
of the new office building Alluvion 
to the Commonwealth Property 
Office Fund for $95 million.   
 
Activity in the investment sales 
market for the Perth CBD got off 
to a slow start in 2010 with no 
large transactions recorded for 
the first quarter.  More recently, 
the vacant May Homan Centre 
located at 32 St Georges Terrace 
sold for $30 million to an 
overseas syndicate. 
 
The market has seen private 
investors, syndicators and 
overseas investment funds 
emerge as the most active 
buyers. The table above shows 
the sales that transacted over the 
last six months in the Perth CBD 
and fringe markets. 
 

SALE 

DATE
ADDRESS SUBURB SALE PRICE

BLG 

AREA 

(SQM)

BLG 

RATE 

/SQM

INITIAL 

YIELD
BUYER

Jun-10 32 St Georges Terrace PERTH $30,000,000 8,000 $3,750 VP
Overseas 

Syndicate

Dec-09 16 Parliament Place WEST PERTH $14,500,000 3,120 $4,647 - Primew est

Nov-09
Alluvion, 58 Mounts 

Bay Road (50% stake)
PERTH $95,000,000 22,395 $8,484 7.70%

Commonw ealth 

Property Office 

Fund
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Alluvion (50% stake), 58 
Mounts Bay Road, Perth WA  
Charter Hall Group has 
announced that Charter Hall 
Opportunity Fund No. 4 has 
contracted to sell its 50 per cent 
stake of Alluvion located at 58 
Mounts Bay Road in Perth 
following completion in April 2010 
to Commonwealth Property 
Office Fund for $95 million.  
 

The tower comprises 21 levels of 
A-grade commercial office space 
with 22,395 square metres of net 
lettable area and car parking for 
96 cars. Alluvion has been 
designed to achieve a 4 star 
Green Star Rating and a  4.5 star 
NABERS Energy rating.  
 
The building is 100 per cent 
leased to a range of high quality 
tenants including Clough, 
Northwest, Euroz, Savills and 
Cape Bouvard Investments 
(CBI). Lease terms rate from 7-
12 years with a forecast WALE of 
11.7 years. The remaining 50 per 
cent stake in Alluvion is owned 
by CBI.  
 
The sale price equates to a 
lettable rate of $4,242 per square 
metre.  
  
16 Parliament Place, West 
Perth, WA  
An office building located at 16 
Parliament Place in West Perth 

Source: PRP Research/PCA Office Market Report January 2010 

has been sold by Commonwealth 
Property Office Fund at the 
current book value of $14.5 
million.  

 
The property comprises of a four-
storey office building completed 
in 1989, plus a four-storey 
extension completed in 2002, 
totalling 3,120 square metres on 
a 1,506 square metre site with 46 
car parks. The building is 
currently occupied by the Great 
Southern Group of Companies. It 
is believed that the sale price 
realises an unleveraged internal 
rate of return of 12.7 per cent.  
 
The sale price equates to a 
building rate of $4,647 per 
square metre and a site rate of 
$9,628 per square metre.  

National Comparison  
The Perth office market recorded 
the fifth highest vacancy rate in 
comparison with all other major 
capital city office markets at 8.7 
per cent; an increase of 0.2 per 
cent in the six months to January 
2010. 
 
The highest increase in vacancy 
rates recorded for total office 
space across Australia was for 
the Brisbane CBD with an 
increase of 1.8 per cent from 10.7 
per cent recorded in July 2009. 
Brisbane also reflected the 
highest vacancy rate of 11.3 per 
cent across all major capital 
cities.  
 
The Canberra CBD was the only 
capital city to record a decrease 
in vacancy rates over the six 
months to January 2010, falling 
by 0.5 per cent to a vacancy rate 
of 8.7 per cent. 
 
The  city  which  recorded  the 
lowest  vacancy  rate  across  all 
other  major  capital  city  office 
markets was Hobart  CBD at  a 
vacancy rate of 3.7 per cent. 

58 Mounts Bay Road,  Perth 

16 Parliament Place, West Perth 


