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The following represents a monthly snapshot of how we see the property markets across the country along with 
the near-term outlook. For a further commentary, please visit our website thinktank.net.au for our Quarterly 
Market Update. This month in News and Views we feature the PCA’s Office Market Report. 
 

The Westpac-MI Consumer Sentiment Index fell by 4.5% in January from 112.0 after having risen to its highest 
level since November 2013. Accordingly a pull back in the index was to be expected after it had surged by 40% 
between August and December. AiG did not publish their usual monthly indices in January so there was the 
potential for a fair bit of change with this month’s results but the AiG Manufacturing Index rose by 3.2 points to 
55.3 rising further into expansion above 50 after a big jump at the end of last year. The PCI Construction index 
was surprisingly higher as well up 2.3 points to 57.6 making four months of recovery and the strongest result 
since July 2017 but excluding apartments. The PSI Services Index rose by 1.4 points to 54.3 with three of five 
sectors improving. All three indices remain in expansion above 50. 
 

At its February meeting, the first of 2021, the RBA Board left the Cash Rate at the record low of 0.10% but the 
key was a speech by Governor Lowe reaffirming that rates will stay low for years to come and adding another 
$100 billion in Gov’t Bond purchases to the RBA’s QE program. This was followed by the quarterly Statement 
on Monetary Policy which further reinforced the points made by Dr Lowe. Both the World Bank and the IMF 
forecast improving world growth but remain cautious. The third quarter GDP came in at a better than expected 
+3.3% and is forecast to stay at 3.5% for the next couple of years but with unemployment only down to 6.5% in 
the next year. Inflation is stuck at under 2% out until June ’23 . Both Fiscal Policy and the recent action on 
Monetary Policy has lifted sentiment and is expected to further help housing markets which noted below are 
now doing better than most had forecast. The focus over the next few quarters will no doubt remain on 
unemployment with the latest December rate being 6.8% and expectations of a slow but steady improvement 
with the forecasts noted above. The US Fed has said the same about interest rates remaining low for years to 
come but 10 year US Treasuries were last traded at higher yields of 1.18% the highest since March 2020 and 
AUS 10 year Gov’t bonds were at 1.26% also a high since March 2020. The AUD has stabilised around 0.76. 
 

CoreLogic housing prices for February continued a very good run of the past few months surprising many with 
their resilience. National Housing values were up by 0.9% building on four months of consistent rises. In Sydney 
prices were up 0.4% and the same in Melbourne. The rest of the capital cities were all up for the month and for 
the quarter. There remains quite a difference between Houses and Units with Houses on a national basis up 
1.1% while Units were only up 0.2%. While we had anticipated some of these results we are still very pleased 
with them despite some concern for units in Sydney and Melbourne.  
 

As a result of our comments above on Residential, we continue to see the extension of a recovery and we have 
made no changes to those Ratings and Trends. As noted previously Retail which had already been struggling 
is still experiencing difficult times and we wait for signs of a turnaround. Industrial has proven to be very resilient 
and appears to be everyone’s favourite. Office awaits the longer term response of businesses to work from 
home attitudes but we remain more positive than some and look at the PCA OMR update inside. 

Sources: ABS, ACCI, AiG, ABS, AFR, ANZ Research, ATO, CBA, CBRE, Colliers International, CoreLogic, Cushman & Wakefield, HTW, IMF, 
MSCI, JLL, Knight Frank, OECD, PCA, Preston Rowe Patterson, RBA, RLB, Savills Research, Westpac Economics, World Bank  

 

 SYDNEY MELBOURNE ADELAIDE BRISBANE (SEQ) PERTH 

Resi- Homes Good    Stable Fair    Stable Good    Stable Good    Stable Good    Stable 

Resi- Units Fair      Softening Fair      Softening Good      Stable Good      Stable Fair      Stable 

Office Good Stable Fair Stable Strong Stable Fair Stable Fair Stable 

Retail Weak      Deteriorating Weak      Deteriorating Fair      Deteriorating Weak      Deteriorating Weak      Deteriorating 

Industrial  Good Stable Good Stable Strong Stable Fair Stable Weak Stable 
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          News and Views     

o This month following a break over the New Year we take a detailed look at the recent release of the semi-
annual Office Market Report (OMR) from the Property Council of Australia (PCA). Office vacancy rates have been 
widely discussed during the pandemic as work-from-home policies have become commonplace and questions arise 
as to if they will remain in place post COVID-19 and widespread vaccination. Nick Lenaghan of the Australian 
Financial Review (AFR) described it as one of the most eagerly anticipated in some time, telling the story of how 
CBD (and other) markets weathered the disruption. The chart below is quite clear showing over 10% vacancy for 
both CBD and non-CBD offices with non-CBD seeing levels not experienced since the early 1990s.  

 

o The discussion often turns to comparisons between Sydney and Melbourne and Prime and Secondary 
properties. The graphs opposite appear to show similar stories with both cities CBD office vacancies rising from the 
high 5% levels to over 8% in Graph1 and then in Graph 2 secondary CBD office being slightly higher than prime 
but still less than 10%. Interestingly the PCA said “ While it was not a surprise to see office vacancies increase in 
the middle of a pandemic, it is the new supply of office space that is responsible for three quarters of this impact, 
not reduced tenant demand.”  
 
o Melbourne CBD has the largest amount and greatest proportion of new supply coming on over the next three 
years, close to 400,000 sq m will arrive representing 8% of the current stock. Little more than one third of that is 
pre-committed. By contrast, more than half of Sydney’s three year pipeline is spoken for. AMP Capital confirms that 
prime office space has been relatively immune from the vacancy hit. A greater proportion of renewals are being 
struck, rather than entirely new leases. As well landlords and their tenants are in some cases striking leases of 
between 18 months and two to three years, much shorter than the typical five year period. 

 
o Nonetheless as shown in Graph 1, vacancies have risen in all capital cities other than Canberra where strong 
demand for government occupancy has kept vacancy rates stable. Vacancy in Sydney hit a seven year high of 
8.6%. Sydney’s vacancy rate was less than half that a year ago at 3.9%. Surprisingly Melbourne which has suffered 
harder lockdowns has a lower vacancy rate of 8.2% but reports sublease vacancy more than doubled in the past 
six months. A year ago Melbourne vacancy was 3.2%.The bottom line for landlords is falling rents. Net effective 
rents for prime space in the Melbourne CBD are running about $460 per sq m well down from $500 or higher fetched 
before the pandemic.   
 
o  The rises are less in Brisbane, Adelaide and Perth with all up but from levels that were higher than Sydney 
and Melbourne six months ago. All have much higher Secondary vacancy rates as shown in Graph 2.  
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       Graph 1 - CBD Vacancy Change – Six Months to Jan ‘21 
 

 
       Graph 2 - CBD Vacancy Rate – Prime vs Secondary – Jan ‘21 
 

 
 
Source: Property Council of Australia   
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        Business relationships and loan inquiries 

Heather Noonan  
Regional Sales Executive   
VIC / TAS / SA 
M: 0435 960 646 
E: hnoonan@thinktank.net.au 

Joel Harrison 
Senior Partnership Manager 
VIC / SA / TAS / WA 
M: 0410 861 540 
E: jharrison@thinktank.net.au  
 

Tony Zaccari  
Senior Relationship Manager  
VIC / SA 
M: 0403 758 514 
E: tzaccari@thinktank.net.au 

Dev De   

Senior Relationship Manager  
VIC 
M: 0466 576 338 
E: sde@thinktank.net.au 

Amod Mahatme  
Relationship Manager 
VIC 
M: 0466 632 212 
E: amahatme@thinktank.net.au  
 

Cath Ryan  
Regional Sales Executive  
NSW / ACT / WA 
M: 0433 862 944 
E: cryan@thinktank.net.au  

Rob Tassone 
Senior Partnership Manager 
NSW /QLD / NT 
M: 0450 642 995 
E: rtassone@thinktank.net.au 
 
Ranei Alam  

Senior Relationship Manager  
NSW 
M: 0434 609 240 
E: ralam@thinktank.net.au 

Paul Burns  
Senior Relationship Manager  
NSW  
M: 0434 609 241 
E: pburns@thinktank.net.au  

Claire Byrne   

Relationship Manager  
NSW 
M: 0414 235 478 
E: cbyrne@thinktank.net.au  

Robyn Hadlow   
Relationship Manager 
NSW / ACT                   
M: 0406 857 708 
E: rhadlow@thinktank.net.au 

Adam Hutcheson  
Regional Sales Executive  
QLD / WA / NT  
M: 0434 609 239 
E: ahutcheson@thinktank.net.au 
 
Robert Ilov 
Relationship Manager 
QLD / NT 
M: 0424 685 008 
E: rilov@thinktank.net.au 

Bob Whetton 

Relationship Manager  
QLD / NT 
M: 0413 241 316 
E: bwhetton@thinktank.net.au 
 

Kat Gasparovic 
Relationship Manager  
QLD 
M: 0405 815 287 
E: kgasparovic@thinktank.net.au  

 

 

 

 

Alex Turnbull 

Marketing Manager 
M: 0400 599 535  
E: aturnbull@thinktank.net.au 
 

        For additional information, please contact 

 Publications & Market Update 
 Per Amundsen  
 Company Secretary 
 T: (02) 8669 5515   
 M: 0417 064 252 
 E: pamundsen@thinktank.net.au 

 Partnerships & Distribution  
 Peter Vala  
 GM Partnerships & Distribution  
 T: (02) 8669 5512   
 M: 0468 989 555 
 E: pvala@thinktank.net.au 

 Investor Relations  
 Lauren Ryan  
 BDM – Investments  
 T: (02) 8669 5532  
 M: 0401 974 839  
 E: lryan@thinktank.net.au   

        

Thinktank Property Finance is the leading independent lender specialising in commercial property in Australia. 
Thinktank offers a wide range of tailored mortgage product options including:  

 Finance for the purchase, equity release and refinance of commercial and residential property;  

 Set and forget loan terms up to 30 years with no ongoing fees or annual reviews;  

 Self-Managed Superannuation Fund (SMSF) loans; and  

 Loan serviceability options ranging from fully verified to self-certification of income.  

Important Note: This report does not constitute or form a part of, and should not be construed as an offer to sell or solicitation of an offer to buy investments or any fund and does 

not constitute any form of commitment, recommendation or advice on the part of Think Tank Group Pty Ltd (“Thinktank”).  

© Copyright 2020 - Think Tank Group Pty Ltd 
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