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Highlights
 Limited new supply in the pipeline




for the West Perth market, with
refurbishment of existing stock to
drive activity in the short-term
Savills identified approximately
35,500 square metres of leasing
activity in the West Perth office
market, in the 12 months to
December 2016
The average A Grade net face rent
is $325 per square metre per
annum, a fall of approximately
13.0 percent in the last 12 months

 The majority of leasing deals




reported in the 12 months to
December 2016 were by the
‘Property and Business Services’
sector
Savills has recorded approximately
$33 million worth of office
transactions in the year to
December 2016
Market yields in West Perth
typically range from 7.50% to
8.50% for A Grade, a 25 basis
point firming over the year to
December 2016

$33 million of
West Perth
office stock
sold in the 12
months to
December
2016
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Introduction
The West Perth CBD office market contains approximately 426,400 square metres of
lettable space. Of this, approximately 138,500 square metres (32 percent) is of A Grade
quality and the balance, approximately 287,900 square metres, is Secondary Grade.
Throughout this document rental rates reflect a net effective rent on a single, whole floor in
the mid-rise of a building unless specifically otherwise stated.

Office Development
The West Perth office market has very few sites available for future development. In the
short-to-medium term, there remains very little stock under construction in West Perth.
There is a mixed-use project at 957-959 Wellington Street that has development approval.
However, the project is mooted for completion around 2018/2019 and is unlikely to go
ahead without some pre-commitment. Plans include the construction of an eight level
mixed-use building with four commercial tenancies covering approximately 1,414 square
metres of office space.
Current West Perth CBD Office Development Activity
Property

Precinct

NLA (sq m)

Type

Status

Completion

957-959 Wellington St

West Perth

1,414

New

EP

Mooted

Source: Cordell / Savills Research

UC: Under Construction

DA: Development Approval

Major Tenant(s)

EP: Early Planning/Development Application

West Perth does have a high volume of ageing stock which presents a number of
refurbishment and value-add opportunities. There are several existing tenancies which have
low-cost upgrades to internal fitout either underway or in planning stage. We are likely to
continue to see this trend moving forward.

Leasing Activity
In the 12 months to December 2016, Savills identified approximately 35,500 square metres
of leasing activity in the West Perth office market. This is an increase on the previous 12
months and above five year average of circa 22,500 square metres. These figures are
reflective of publicly available transactions and may not represent the whole of the market.
By volume of space leased, 54 percent the deals identified were renewals, 41 percent were
direct or new transactions, while the remaining 5 percent of activity was identified as
sublease transactions. ‘Property & Business Services’ sector accounted for the greatest
number of transactions.
Perth Office
West Perth Net Absorption (sq m)
Dec-06 to Dec-16

30,000
20,000
10,000
0
-10,000
-20,000
-30,000

Total Absorption (sq m)
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Source: Savills Research
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Perth Office
Total Reported Leased in West Perth (%)
12 months to Dec-16
Property &
Business services
23%

Recreational
Services
0%

Finance and
Insurance
4%

IT &
Communication
13%
Govt & Community
45%
Undisclosed
0%
W'Sale, Retail
0%

Mining & Utilities &
Industry
15%
Source: Savills Research

A selection of recent leasing transactions is displayed in the table below.
Select West Perth Office Leases to December 2016
Date

Property

NLA (sq m)

Rent ($/sq m) Tenant

Aug-16

36 Parliament Pl

1,083

250

Oshgroup Pty Ltd

385

IBM

#

Aug-16

1060 Hay St

3,874

Aug-16

14 Ventnor St

267

na

JTMEC Pty Ltd

Oct-16

1101 Hay St

220

350

Engenuity Consulting Engineers

Nov-16

80 Colin St

900

na

Pilbara Minerals

Nov-16

836 Wellington St

11,973#

467

Commonwealth of Australia

Source: Savills Research. NB – All rents equivalent to whole floor mid-rise

na = not currently available or not disclosed

*sublease

#

renewal

As at December 2016, net face rents in West Perth typically range from $250 to $400 per
square metre per annum for A Grade and $225 to $275 per square metre per annum for B
Grade. The average A Grade net face rent is $325 per square metre per annum, a fall of
approximately 13.0 percent on December 2015. The average B Grade net face rent is $250,
a decline of approximately 16.7 percent over the 12 months to December 2016.
Incentives began to rise in West Perth office market late 2013, resulting in a drop in face
rents in 2014 and 2015. However, incentives have shown signs of stabilisation over the last
two quarters.
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Office Vacancy
The table below shows the breakdown of vacancy for West Perth office market. According
to the Property Council of Australia (PCA), the West Perth office market vacancy as at
December 2016 was 17.9 percent, an increase from 12.2 percent in December 2015.
West Perth Vacancy Rates – December 2016
Grade

Stock (sq m)

Vacancy (sq m)

Vac % Jan-17

Vac % Jan-16

A Grade

138,459

25,804

18.6

6.1

B Grade

176,068

28,835

16.4

13.6

C Grade

96,714

18,153

18.8

16.9

D Grade

15,114

3,545

23.5

21.2

Total

426,355

76,337

17.9

12.2

Source: PCA / Savills Research

This is the highest vacancy rate in West Perth since early 1993 and comes off the back of 24
months of negative net absorption. The long-run average for the vacancy rate is about 9.0
percent.
While demand has fallen consistently since 2014, the largest decline in net absorption was
recorded in the six months to December 2016. The decline in demand represents negative
net absorption of 12,731 square metres in the last six months and almost 24,000 square
metres over the year. West Perth is a small market and is sensitive to any shifts in demand.
There has been an increasing number of tenants relocating to the CBD from West Perth, legal
firms in particular, which has underpinned the increase in the vacancy rate in the last 12
months. Recent examples include Bentleys and Donald Cant Watts Corke. Notwithstanding
this trend, a slight increase in leasing transactions in the December 2016 quarter was
recorded and this may not be reflected in the vacancy rate until mid-year.
There is now 76,337 square metres of vacant space in the precinct, up 24,592 square metres
on the previous 12 months. Stock levels are unchanged. Both direct and sublease vacancy
rates have increased, with sublease vacancy now 3.5 percent, up from 1.5 percent in January
2015 and direct vacancy 14.4 percent, up from 10.6 percent in January 2016.

20%

Perth Office
West Perth Vacancy by Grade (%)
Dec-06 to Dec-16
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Secondary Vacancy

Source: PCA / Savills Research
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Sales Activity
Select West Perth Office Sales to September 2016
Date

Property

Price ($m)

NLA (sq m)

$/sq m

Yield (%)

Jun-16

10 Thelma St

1.35

180

7,488

VP

Jun-16

Unit 3, 14 Ventnor St

1.38

274

5,018

VP

Source: Savills Research

VP = vacant possession

Savills has identified approximately $33 million worth of office transactions (greater than $1
million) in the 12 months to December 2016 in the West Perth area. This is down from the
$77 million in the previous 12 months, and below the five year average of $56 million.
During the last 12 months, eight properties were identified as sold, up from the previous
year of six, and up on the five year average of seven.

$400

Perth Office
West Perth Office Sales ($m and number)
(>$1m) Dec-06 to Dec-16
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$100

10

$50
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$0

0

Sales > $1m (LHS)

Sales No (RHS)

Source: Savills Research

Traditionally, few major assets above $25 million change hands in the West Perth market,
with just two assets being exchanged in this price bracket over the last five years. The last
being the sale of 53 Ord Street in 2015 to Singaporean REIT, Mapletree Investments for $59
million.
Private investors were the most active buyers of the sales ($1m+) identified in the 12
months to December 2016, followed by foreign investors - a trend not dissimilar to the last
decade. The vendor profile for West Perth was also dominated by private investors.
The average sale price in 2016 was $4 million and transactions were mixed between
investment assets and those selling with vacant possession.

savills.com.au/research
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Perth Office
West Perth Office Sales Vendor Profile
12 months to Dec-16

Mortgagee
0%

Fund
0%

Private Investor
82%

Government
0%
Owner Occupier
18%
Source: Savills Research

Market yields in West Perth as at December 2016 typically range from 7.50% to 8.50% for
A Grade buildings, and between 8.25% and 9.50% for Secondary grade buildings. The
average A Grade yield is currently 8.00%, representing a 25 basis point firming over the
year.
Capital values in West Perth as at December 2016 typically range between $2,950 per
square metre to $5,300 per square metre for A Grade buildings, and between $2,400 per
square metre and $3,300 per square metre for secondary grade buildings. Average A Grade
capital values are currently $4,050 per square metre, a 11.0 percent fall over the 12 months
to December 2016.
Key Market Indicators – December 2016
West Perth

A Grade

B Grade

Low

High

Low

High

Rental – Gross Effective ($/sq m)

300

430

250

315

Rental – Net Face ($/sq m)

250

400

225

275

Rental – Net Effective ($/sq m)

155

250

140

175

Outgoings – Operating ($/sq m)

80

90

50

55

Outgoings – Statutory ($/sq m)

65

90

65

90

Outgoings – Total ($/sq m)

145

180

115

145

Typical Lease Term (years)

3

5

3

5

Yield – Market (% Net Face Rental)

7.50

8.50

8.25

9.50

IRR (%)

8.00

8.75

8.00

10.00

Cars Permanent Reserved ($/pcm)

300

325

300

350

Cars Permanent ($/pcm)

325

350

300

325

2,950

5,300

2,400

3,300

Office Component Capital Values ($/sq m)
Source: Savills Research. NB – All rents equivalent to whole floor mid-rise

Rental rates reflect single, whole floor, net effective and mid-rise rental rates unless
specifically otherwise stated. Discounts and premiums exist for low and high rise space for
significant occupiers.
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Outlook
There has been some confidence returning to the mining and resources sector off the back
of a stabilisation in iron ore prices at the end of 2016 and a number of producers are
looking at new project investments for 2017 as a result. In addition, the announcement in
December 2016, that from March 2018, Perth will have a regular non-stop flight route to
and from London, bodes well for both consumer and business confidence. This may help
drive a slight improvement in demand over the medium-term.
Leasing enquiry is typically isolated to tenant renewal or relocation plans, with most
considering occupancy options well before current lease expiry. This is unlikely to change in
the short-term.
As mentioned in the previous briefing, with favourable incentives on offer for CBD located
assets, there may be some reshuffling of tenants into the CBD and likewise, inner suburban
to West Perth location. In the short-term, this has appeared to place upward pressure on
the vacancy rate, particularly in A grade buildings. With numerous prime options available in
the CBD for sub 1,000 square metre tenants, this trend could potentially extend for another
quarter at least.
There remains limited activity above 1,000 square metres. However, moving forward we
may see an increase in these transactions as there are a number of larger occupiers in the
precinct considering renewal options in the next two years.
Although there has been an increased focus on the Western Australia market from both
domestic and offshore capital, chasing value-add / counter-cyclical opportunities, interest
has mostly been directed to the CBD market. There have been limited major assets come to
the market from West Perth, with investment activity narrowing to the sub $10 million
segment. It is likely this trend will continue in the short-term, as private investors and owner
occupiers continue to look for entry-points into the West Perth as a counter-cyclical play.

savills.com.au/research
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Savills Research Team
Our highly regarded research
divisions are dedicated to
understanding and giving indepth insight into the
commercial, industrial & retail
markets throughout Australia.
We also provide in-depth
consultancy services, ranging
from tenant representation to
property site selection for
multinational businesses.
Our research teams are
highly qualified real estate
professionals with
comprehensive knowledge of
property markets across
Australia.

The Savills Research &
Consultancy team has years
of experience, and supported
by our extensive agency,
property management and
valuation professionals, are
highly regarded and
respected along with Savills
Research teams across the
globe.

For our latest reports, contact one of the
team or visit savills.com.au/research
National Head of Research
Tony Crabb
+61 (0) 3 8686 8012
tcrabb@savills.com.au

Savills provide free research
reports on all major property
markets, and some example
papers include:

 Office Markets
 Retail Markets
 Residential Trends
 Industrial Markets
 International Markets

Download the
Savills iPad App
for insights at
your fingertips

This information is general information only and is subject to change without notice. No representations or warranties of any nature whatsoever
are given, intended or implied. Savills will not be liable for any omissions or errors. Savills will not be liable, including for negligence, for any direct,
indirect, special, incidental or consequential losses or damages arising out of our in any way connected with use of any of this information. This
information does not form part of or constitute an offer or contract. You should rely on your own enquiries about the accuracy of any information
or materials. All images are only for illustrative purposes. This information must not be copied, reproduced or distributed without the prior written
consent of Savills.
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Savills advises corporate, institutional and private clients, seeking to
acquire, lease, develop or realise the value of prime residential and
commercial property across the world’s key markets.
With a rich heritage and a reputation for
excellence that dates back to 1855,
Savills is a leading global real estate
provider listed on the London Stock
Exchange.
Savills is a company that leads rather
than follows with more than 700 owned
and associate offices throughout the
UK, Europe, Americas, Asia Pacific,
Africa and the Middle East. With more
than 30,000 staff, we seek out people
who possess that rare mix of
entrepreneurial flair and rock solid
integrity, and are focused on delivering
clients with advice and expertise of the
highest calibre.
A powerful combination of global
connections and deep local knowledge
provides Savills with an almost
unparalleled ability to connect people
and property.
Savills extensive Asia Pacific network
spans 50 offices throughout Australia,
New Zealand, China, Hong Kong, India,
Indonesia, Japan, Korea, Macao,
Malaysia, Myanmar, Philippines,
Singapore, Taiwan, Thailand and
Vietnam.

Adelaide
Brisbane
Canberra
Gold Coast
Melbourne
Notting Hill
Parramatta
Perth
Sunshine Coast
Sydney

+61 (0) 8 8237 5000
+61 (0) 7 3221 8355
+61 (0) 2 6221 8200
+61 (0) 7 5509 1700
+61 (0) 3 8686 8000
+61 (0) 3 9554 5100
+61 (0) 2 9761 1333
+61 (0) 8 9488 4111
+61 (0) 7 5313 7500
+61 (0) 2 8215 8888

In Australia, we offer the full spectrum
of services from providing strategic
advice to managing assets and projects
and transacting deals. With a firmly
embedded corporate culture that
values initiative, innovation and
integrity, clients receive outstanding
service and can be assured of the
utmost professionalism.
Savills is expert in delivering results
across all key commercial, retail,
industrial and residential sectors in the
following areas:

 Sales
 Leasing
 Valuations
 Asset Management
 Project Management
 Worldwide Occupier Services
 Property Accounting
 Facilities Management
 Residential Luxury Sales
 Residential Projects
 Research

