
MARKETVIEW

How low will they go? Yields 

compress to record lows

Australia Industrial and Logistics, Q2 2017

MIXED PERFORMANCE CONTINUES BUT 

SOME POSITIVE INDICATORS EMERGE
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1.7% y-o-y

*Arrows indicate change from previous quarter.

Source: CBRE Research, Q217. 

0.4% y-o-y 21.0% y-o-y

KEY POINTS

 Mixed performance continues with growth in 

wholesale trade offsetting a contraction in 

the construction sector.

 Lower levels of new supply will help to 

support rent growth in 2017.

 Industrial rent growth was mixed in Q2 with 

Melbourne seeing solid growth and Perth 

seeing continued rental declines. 

 Yields compressed in Melbourne, Sydney 

and Adelaide but remained flat in all other 

markets suggesting non-core locations may 

be close to the bottom of the yield cycle.

 Land values continued to grow strongly with 

average prices per square metre for 1.6ha 

parcels up 21% y-o-y driven by strong 

growth (40% y-o-y) in the Sydney market.

-32bps y-o-y 1.3% y-o-y

AUSTRALIA INDUSTRIAL AND LOGISTICS

Chart 1:Industrial and Logistics Super Prime Yield Change – Q2 2017
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RENTAL GROWTH IN LINE WITH SUPPLY 

PIPELINE
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AUSTRALIA INDUSTRIAL AND LOGISTICS

Table 1: Australian Super Prime Warehouse Rents and Yields (as at Q2 2017)

Source: CBRE Research, Q217 (note: Australia is a simple average).

Chart 2: 1.6ha lots Land Values ($/sqm)

Source: CBRE Research, Q217. 

YIELDS CONTINUE TO COMPRESS TO 

RECORD LOWS

LAND VALUES CONTINUE TO GROW

Market/Grade Average Net Rent ($/sq m) Y-o-Y change (%) Average Yield (%) Y-o-Y change (bps)
Average Capital 

Value ($/sqm)
Y-o-Y change (%)

Australia Warehouse Super Prime $105.3 1.3% 6.7% -30 $1,566 6.1%

Sydney Warehouse Super Prime $131.3 5.4% 5.9% -40 $2,226 13.2%

Melbourne Warehouse Super Prime $83.1 5.6% 5.8% -70 $1,446 17.8%

Brisbane Warehouse Super Prime $115.7 0.0% 6.5% 0 $1,780 0.0%

Perth Warehouse Super Prime $101.0 -10.2% 7.3% 0 $1,393 -10.2%

Canberra Warehouse Super Prime $109.0 0.0% 7.9% -30 $1,384 3.2%

Adelaide Warehouse Super Prime $91.7 10.1% 7.1% -60 $1,294 19.2%
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AUSTRALIA INDUSTRIAL AND LOGISTICS 

Source: CBRE Research, Q217.

Table 2:Top 20 Key Sales Transactions – Q2 2017

ADDRESS SUBURB STATE SALE PRICE (MILLIONS) BUILDING AREA (sqm) SALE DATE

220-260 Orchard Road Richlands Queensland $156 81,008 May-17

5 Frederick Rd Maribyrnong Victoria $81 104,339 Apr-17

495-501 Blackburn Road Mount Waverley Victoria $74 23,724 Apr-17

7-23 Dunmore Drive 

(Montague Cold Storage)
Truganina Victoria $66 16,960 Apr-17

115-121 Jedda Rd Prestons New South Wales $56 13,323 May-17

192 Mills St Welshpool Western Australia $52 16,255 Apr-17

21 Worth Street Chullora New South Wales $51 24,864 May-17

90 Mills Road Braeside Victoria $51 40,554 Jun-17

Lot 2001, Metroplex Westgate Wacol Queensland $35 9,994 Jun-17

Lot 1, 148 Pearson Road Yatala Queensland $33 23,051 Jun-17

1 Moondo St Greenacre New South Wales $30 12,133 May-17

Oji Fibre Solutions Yatala Queensland $30 24,126 Apr-17

140-160 Robinson Road Geebung Queensland $27 17,379 Apr-17

175 Eagle Farm Road Pinkenba Queensland $26 5,222 Apr-17

28 Jones Rd Brooklyn Victoria $25 - Jun-17

89-103 South Park Drive Truganina Victoria $25 23,088 Jun-17

521 Geelong Road Brooklyn Victoria $23 12,803 Apr-17

144-156 Mcredie Street Smithfield New South Wales $23 20,190 Jun-17

30-32 Westall Road Springvale Victoria $22 18,410 Apr-17

Lot 1, Horsley Drive Business 

Park
Horsley Park New South Wales $21 14,333 Jun-17
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The NSW economy is one of the best performing among the states.

Positives for NSW include its strong infrastructure pipeline and 

building approvals (both residential and non-residential) which are 

driving industrial demand.

Over 680,000sqm of industrial stock was added in the year to Q217, 

66% more than in the same period last year. This growth in supply 

has predominantly been in the western submarkets.

Land value growth in Sydney has historically been strong, growing at 

9% annually over the last 20 years. Land values in South Sydney and 

the North Shore in particular have performed strongly.

Sydney industrial yields continued to compress in Q217 to 5.9% for 

super prime assets. This is currently the lowest market industrial yield 

on record in NSW. We expect that yields are at, or close to, the 

bottom of the cycle and any further compression will be minimal.

INDUSTRIAL DEMAND REMAINS STRONG

SYDNEY SEES A BOOST IN SUPPLY
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NEW SOUTH WALES INDUSTRIAL AND LOGISTICS

1.9% y-o-y

*Arrows indicate change from previous quarter.

66% y-o-y

40% y-o-y

-44bps y-o-y

HEADLINE RESULTS



MARKETVIEW

Q2 2017  CBRE Research © 2017 CBRE, Inc.  | 5

NEW SOUTH WALES INDUSTRIAL AND LOGISTICS

Source: CBRE Research, Q217.

Chart 4: Sydney Industrial Sales

Chart 5: Sydney Industrial Supply (‘000sqm)

Source: CBRE Research, Q217.

Chart 6: Sydney Warehouse Yields by Sub Region

Chart 3: Sydney v Australia Net Face Rent Growth

Source: CBRE Research, Q217.

Source: CBRE Research, Q217.

SYDNEY Q2 2017 – KEY METRICS
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Victoria has some of the strongest SFD growth in the country with 

March data showing year-on-year growth of 3.4%.

After a period of lower supply, Q217 saw 266,000sqm of new 

industrial space completed. The West precinct is saw the largest 

increase in supply with 117,000 sqm of new space. 

Land values continued to climb strongly with eight consecutive 

quarters of positive growth.

Yields compressed by a further 15bps in Q2 with Melbourne’s yields 

the lowest industrial yields in Australia.

YIELDS SHARPEN TO RECORD LOWS

STRONG RENT GROWTH AMID SLOWING SUPPLY LEVELS 

6

VICTORIA INDUSTRIAL AND LOGISTICS

3.4% y-o-y

*Arrows indicate change from previous quarter.

23.9% y-o-y

17.7% y-o-y

-65bps y-o-y

HEADLINE RESULTS
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7

VICTORIA INDUSTRIAL AND LOGISTICS

Chart 8: Melbourne Industrial Sales – rolling 12 months

Chart 9: Melbourne New Supply
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Chart 10: Melbourne Warehouse Yields by Sub Region
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Chart 7: Melbourne v Australia Net Face Rent Growth

Source: CBRE Research, Q217.

Source: CBRE Research, Q217.

MELBOURNE Q2 2017 – KEY METRICS
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Source: CBRE Research, Q217.
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Queensland’s economy has returned to positive growth with March 

data showing year-on-year SFD growth of 3.2%.

After a period of soft supply, the year ending Q217 saw 350,000sqm 

of new industrial space completed. The bulk of construction activity in 

2017 has been in the M1 Corridor.

Land values have risen by 14% annually to end Q217, driven by 

dwindling land supply for larger allotments. Occupiers and 

developers are starting to land bank sites, particularly in the South 

and West.

Yields remained static in Q217. Yields are becoming increasingly 

contingent on strong WALEs.

SUPPLY AND LEASING ACTIVITY IMPROVES IN 2017

SALES VOLUMES HAMPERED BY LACK OF STOCK

Q2 2017 CBRE Research © 2017 CBRE, Inc.  | 8

QUEENSLAND INDUSTRIAL AND LOGISTICS

3.2% y-o-y

*Arrows indicate change from previous quarter.

46.4% y-o-y

14% y-o-y

0bps y-o-y

HEADLINE RESULTS
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QUEENSLAND INDUSTRIAL AND LOGISTICS

Chart 12: South East Queensland Industrial Sales – Rolling 12 months

Chart 13: South East Queensland New Supply

Source: CBRE Research, Q217.

Chart 14: South East Queensland Warehouse Yields by Sub Region

Chart 11: South East Queensland v Australia Net Face Rent Growth

Source: CBRE Research, Q217.

Source: CBRE Research, Q217.

SOUTH EAST QUEENSLAND Q2 2017 – KEY METRICS
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Western Australia’s State Final Demand continued to contract in the 

year ending Q117, down 6.6%. Large declines in private investment 

(down 42% since Q114) are beginning to taper off, although remain 

a drag on the economy.

Industrial supply increased over Q217 but was down 39% year-on-

year (115,000sqm in 12 months to June 2017, 187,000sqm in 12 

months to June 2016).

Industrial land values have been in decline since 2014. Lots sized 

1.6ha experienced a 6.8% year-on-year decline in the 12 months to 

June 2017, to $368/sqm.

Super prime yields were unchanged over Q217, and were also 

unchanged on the 12 months prior at 7.25%.

PERTH INDUSTRIAL APPROACHES BOTTOM OF CYCLE

STRONG INVESTOR INTEREST DESPITE WEAK OCCUPIER MARKET

Q2 2017 CBRE Research © 2017 CBRE, Inc.  | 10

WESTERN AUSTRALIA INDUSTRIAL AND LOGISTICS

-6.6% y-o-y

*Arrows indicate change from previous quarter.

-38.5% y-o-y

-6.8% y-o-y

0bps y-o-y

HEADLINE RESULTS
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WESTERN AUSTRALIA INDUSTRIAL AND LOGISTICS

Chart 16: Perth Industrial Sales – rolling 12 months

Chart 17: Perth New Supply

Source: CBRE Research, Q217.

Chart 18: Perth Warehouse Yields by Sub Region

Chart 15: Perth v Australia Net Face Rent Growth

Source: CBRE Research, Q217.

Source: CBRE Research, Q217.

PERTH Q2 2017 – KEY METRICS

Source: CBRE Research, Q217.
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South Australia’s economy grew in the March quarter resulting in SFD 

growing to 3.3% y-o-y. 

Flat industrial supply in Adelaide with no new space in Q2 is 

supporting rent growth.

Land values in the Adelaide market remained flat with developers 

concern around oversupply dampening.

Super prime yield compression was driven by demand in high quality 

assets particularly in the North West.

SUPER PRIME YIELDS SHARPEN AMID IMPROVING ECONOMIC 

CONDITIONS

RENT GROWTH CONTINUES AT A SLOWER RATE

Q2 2017 CBRE Research © 2017 CBRE, Inc.  | 12

SOUTH AUSTRALIA INDUSTRIAL AND LOGISTICS

3.3% y-o-y

*Arrows indicate change from previous quarter.

-100% y-o-y

0% y-o-y

-58ps y-o-y

HEADLINE RESULTS
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SOUTH AUSTRALIA INDUSTRIAL AND LOGISTICS

Chart 20: Adelaide Industrial Sales

Chart 21: Adelaide New Supply

Source: CBRE Research, Q217.

Chart 22: Adelaide Warehouse Yields by Sub Region

Chart 19: Adelaide v Australia Net Face Rent Growth

Source: CBRE Research, Q217.

Source: CBRE Research, Q217.

ADELAIDE Q2 2017 – KEY METRICS
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The ACT economy has been performing well so far in 2017. Growth 

in the industrial sector, whilst still weak, has been driven primarily by 

construction, transport and warehousing.

Land availability in Canberra has enabled supply to readily adjust to 

increases in demand.

Land values remained unchanged in Canberra. Ample land supply 

and steady land releases have ensured availability remains high.

Yields compressed in Canberra for super prime assets. Secondary

assets have not seen the same compression due to substantially 

higher vacancy risks.

RENTS STATIC IN Q2 2017

AVAILABILITY OF SUPER PRIME STOCK INCREASES RISK IN SECONDARY

ASSETS

LAND AVAILABILITY ENCOURAGES DEVELOPMENT
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5.0% y-o-y

*Arrows indicate change from previous quarter.

-38% y-o-y

0% y-o-y

-25bps y-o-y

HEADLINE RESULTS
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CANBERRA INDUSTRIAL AND LOGISTICS

Source: CBRE Research, Q217.

Chart 24: Canberra Industrial Sales

Chart 25: Canberra Industrial Supply (‘000sqm)

Source: CBRE Research, Q217.

Chart 26: Canberra Warehouse Yields by Sub Region

Chart 23: Canberra v Australia Net Face Rent Growth

Source: CBRE Research, Q217.

Source: CBRE Research, Q217.

CANBERRA Q2 2017 – KEY METRICS
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Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, 

we have not verified it and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. 

This information is presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot be reproduced without prior 

written permission of CBRE.
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