


Disclaimer

Information provided by Real Property Advisors is never intended to be
relied upon as specific investment advice and is not a substitute for

such advice. The team at Real Property Advisors are property advisors - not
financial planners, planners, economists, investment advisers, valuers,

accountants, or lawyers. Before taking any action or risking any
money, you should always check with your own qualified professional

advisers.
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Commercial 
Property Market
S ta te  o f  P l ay  a n d  O p p o r t u n i t i e s  
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Austra l ian  Reta i l  - Q2 2020 

There has been resilience in the supermarket sector as 
consumers consolidate spending

Sectors which have seen large declines include clothing 
(36% down q-o-q) and food services  (also a 36%) 

Spending on household goods has been strong – up 15%

The longer term risk to the retail sector is the labour market 
– lockdown 

Reports of some retail occupiers expediting plans to vacate 
space and consolidate their store portfolios.

Of the existing retailers, supermarkets and centres 
anchored by supermarkets are the best performing.

Other high performing retailers are those operators able to 
keep their supply chains operational and are able to adapt 

to the increased demand for online orders. 3



Retail 
Snapshot  
Q2 2020

Investment activity in H1 2020 totalled $833 Mil, down on the $2.7 Bil
recorded in H1 2019.

Transaction volumes have declined significantly as owners have taken 
assets off the market and buyers are looking for discounts that are not yet 
available.

Whilst there has been limited transactional evidence, yields have shifted 
up across the board.

Prized CBD retail assets will not see the same increased shift in yields as 
the long term fundamentals are unchanged and there is a lack of 
alternative prime investments.

Continued negative sentiment in the retail sector has seen a no. of investors 
seeking to re-weight portfolio’s away from retail which is putting redemption 
pressure on some retail funds. Unlisted retail funds may continue looking to 
divest non-core assets to ensure they have a degree of liquidity to meet any 
redemption request

4



R e t a i l  S a l e s  I n v e s t m e n t  Vo l u m e s -
Q 2  2 0 2 0  
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S u p e r  
P r i m e  
C B D  
R e t a i l

K e y  
M e t r i c s
Q 2  2 0 2 0
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M a r k e t  V i e w  S n a p  S h o t  - O f f i c e

CBRE, MarketView Snapshot, Australian CBD Office, Q2, 2020 

Sydney and Melbourne CBD Office , Q2 2020

Sydney 2017 2018 2019 Q2, 2020

Net 
Additions

43,000 18,000 39,000 32,000

Net 
Absorption

112,000 53,000 36,000 -42,000

Vacancy 4.9% 3.7% 3.0% 5.4%

Prime NFR $1,105 $1,193 $1,258 $1,264

Prime 
Incentives

22.9% 19.2% 19.4% 24.3%

Prime NER $807 $922 $972 $904

Prime Yield 4.9% 4.8% 4.6% 4.5%

Melbourne 2017 2018 2019 Q2, 2020

Net 
Additions

6,000 104,000 4,000 255,000

Net 
Absorption

84,000 133,000 47,000 190,000

Vacancy 3.9% 2.8% 2.0% 3.5%

Prime NFR $577 $614 $656 $648

Prime 
Incentives

28.2% 27.5% 26.8% 30%

Prime NER $415 $455 $480 $454

Prime Yield 5.0% 4.9% 4.8% 4.8%
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M a r k e t  V i e w  S n a p  S h o t  - O f f i c e  

CBRE, MarketView Snapshot, Australian CBD Office, Q2, 2020 

Brisbane and Perth CBD Office, Q2 2020

Brisbane 2017 2018 2019 Q2, 2020

Net 
Additions

18,000 0 48,000 15,000

Net 
Absorption

7,000 35,000 -10,000 -16,000

Vacancy 12.7% 10.0% 10.9% 12.4%

Prime NFR $628 $645 $674 $677

Prime 
Incentives

35% 35% 35% 37.0%

Prime NER $365 $370 $382 $359

Prime Yield 5.8% 5.6% 5.5% 5.3%

Perth 2017 2018 2019 Q2, 2020

Net 
Additions

0 1,000 53,000 0

Net 
Absorption

53,000 14,000 43,000 -4000

Vacancy 14.2% 13.0% 13.2% 12.9%

Prime NFR $592 $593 $607 $607

Prime 
Incentives

51.7% 50.7% 46.2% 46.2%

Prime NER $286 $293 $327 $327

Prime Yield 7.0% 7.0% 6.3% 6.3%
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I n d u s t r i a l  

Industrial Logistics 
Snapshot -
Q2 2020

Colliers Radar, Q2 2020, Industrial & Logistics Market Update 9



I n d u s t r i a l  
National Markets 
Indicator-
Q2 2020 Colliers Radar, Q2, Industrial & Logistics Market Update 11



OUTLOOK AND 
OPPORUNITIES

• Covid19 and government imposed lockdowns may 
have a more broad based and severe economic 
impact than past recessions we have ever 
experienced. However, the hunt for real estate 
asset classes has not halted even in the middle of 
the pandemic.

• Typical sources of purchasing opportunities are 
from firms with cash flow issues - thus selling to 
free up liquidity. Tightening of bank lending policies 
may also create some opportunities.

• Other main sources are from funds with a fixed 
fund life which is typically 5 years - which have to 
return capital to their investors. Investors should 
target properties purchased by funds during 2015-
2016 to uncover potential acquisition targets.
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Retail Sector
• Hospitality and retail sectors are more negatively impacted by Covid

19. As such, there may be more available opportunities to purchase 
repriced assets in these sectors. According to Cushman and Wakefield, 
as the recovery in demand is expected to take a while, sellers who wish 
to eliminate their exposure to these sectors are likely to offer an 
attractive repricing of 10-20% (hotels) and 10-15% (retail) below pre 
Covid levels.

• Whilst the retail sector has been traditionally tightly held, the impact 
of Covid 19 over the short to medium term, will lead to retail landlords 
wanting to divest of these assets thus significantly increasing 
stock availability. As such there is a lower likelihood of price mismatch 
between Vendor and Purchaser.
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Office Sector 

• The workplace will no longer be a single location but a system of different locations and experiences to support 
convenience, functionality and wellbeing. In addition, sublease spaces are expected to enter the market as 
retrenchments free up spaces. According to Cushman & Wakefield we could see a repricing of office assets at 10% 
below pre Covid levels.

• Office stock supply is expected to increase in the short to medium term. There could be some degree of price 
mismatching.

• The long term potential of the Office Sector is still intact, given in person interaction is crucial to promoting 
creativity and gaining a competitive edge. Together with the governments plan to decentralise offices spaces away 
from the CBD into regional centres, demand supply dynamics in the CBD Grade A market conditions will continue to 
bide well.

14



Industrial/ Logistics Sector 

• The industrial sector has been somewhat resilient in terms of price moderation even 
though manufacturing and logistics have been affected by supply chain disruptions 
due to lockdowns across the globe.

• Stock availability is lower as compared to hospitality and office sectors as a significant 
portion of industrial facilities is owner occupied.

• Whilst industrial sellers are generally realistic about pricing, buyers might require a 
larger discount before they are willing to commit to a purchase, increasing the 
chance of pricing mismatch.

• Cold Storage logistics is heating up as demand and market sizes for fresh products, 
daily necessities and medicines continue to trend up.
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Sector Analysis Summary Table 

Cushman & Wakefield, Real Estate Opportunities Post Covid19, July 2020
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Email:
enquires@realpropertybuyers.com.au

QUESTIONS?

Website:
www.realpropertybuyers.com.au

Tower 2, Level 21
201 Sussex Street 

Sydney NSW 2000
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