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Western Australia’s commercial property agencies have been significantly impacted by the state’s slowing 
economy across 2015 but are confident market conditions in the commercial property sector will stabilise 
in the first half of 2016, according to the results of the Real Estate Institute of Western Australia and Y 
Research West Australian Commercial Property Sentiment Survey.  
 
The Survey was undertaken by REIWA in association with independent Perth property information 
company, Y Research, to capture commercial members’ views on the current and future performance of 
office and industrial properties located across metropolitan Perth.  
 
More than 60 individual agencies contributed to this edition of the survey from agencies located across 
the metropolitan area.  
 
 
OFFICE MARKETS 
 
2015 has been a challenging time for WA office markets. 
 
Weaker economic conditions, driven by lower commodity prices, have flowed through into reduced 
demand for office space across Perth’s office markets. According to Y Research analysis, by the first half 
of 2016, Perth CBD vacancy rate is forecast to reach over 20 per cent, with West Perth and inner city 
markets (such as Northbridge, Subiaco and Herdsman) all recording double digit vacancy rates. This 
represents vacancy rates not seen in WA since the early 1990s.  
 
The completion of over 175,000 sqm of office space in 2015-16 across Perth will contribute to rising 
vacancy rates.  
 
Amid this background, 40.3 per cent of respondents noted that the current level of tenant enquiry was 
lower (10 per cent) during the second half of 2015 (2H2015) in comparison to 33.3 per cent responses 
during the first half of 2015 (1H2015). On the other hand, 37.1 per cent of the respondents noted that the 
current level of tenant enquiry was significantly lower (20 per cent), a decrease of 9.6 per cent in 
comparison to 46.7 per cent responses recorded during 1H2015. Respondents who suggested that there 
were no change in tenant enquiries during the year has doubled from 6.7 per cent recorded during 
1H2015 to 14.5 per cent in 2H2015. This suggests that the continued weak demand from 2014 might be 
beginning to stabilise.   
 
This is further supported by the responses on the expectancy of tenant enquiry level in the next six 
months where 540 per cent of respondents forecast no change to tenant demand in comparison to 40.0 
per cent recorded during 1H2015. There also was a notable decline in number of respondents forecasting 
a lower (10 per cent) tenant enquiry in comparison to 46.7 per cent recorded during the 1H2015. This is in 
line with the stabilising demand and suggests that local commercial agents are increasingly confident that 
tenant demand will stabilise in the next six months. 
 
This optimism is fuelled by lower market rents and increasing leasing incentives. It was noted by 47.6 per 
cent of respondents that current demand was driven by improved affordability. This is a significant change 
from six months ago where 46.7 per cent of respondents noted that the end of current leases was the 
main driver of enquiry. Lower rents and higher incentives are attracting tenants to upgrade, whereas six 
months ago few tenants were moving unless forced to by the end of their existing lease. Enquiry initiated 
due to the end of current lease, still accounts for 20.6 per cent of current demand. The weaker economic 
conditions have also seen firms downsizing their space requirements. This trend is driving 14.3 per cent 
of enquiry according to respondents.  
 
For the second straight reporting period, tenant demand has been driven by professional service firms 
such as lawyers, IT and marketing / PR firms. It was indicated by 33.3 per cent of respondentsthat this 
sector is the main driver of tenant enquiry. It was also noted by 20 per cent of respondents that no single 
tenant group was driving demand with a variety of tenants accounting for enquiry. Retail tenants account 



 

for 10 per cent of demand reflecting the relatively strong performance of this sector. Emerging tenant 
classes, medical (8.3 per cent of respondents), non-profit (6.7 per cent of respondents) and education 
(1.7 per cent of respondents) were noted by an increasing amount of respondents as key drivers of 
demand. While these sectors are growing and will contribute significantly to office demand in coming 
years, they remain small occupiers. Traditional sectors, resources (6.7 per cent of respondents), financial 
services (5 per cent of respondents) and Government (3.3 per cent of respondents), still account for a 
significant proportion of tenant enquiry.  
 
The typical space requirement sought by tenants has increased over the past six months. Over half of 
respondents, 53.4 per cent, noted that tenants were seeking between 101 sqm and 200 sqm. This is up 
from 26.6 per cent of respondents in the first half of 2015. It was noted by 24.1 per cent of respondents 
that tenants were typically seeking between 201 and 500 sqm, up slightly from 20 per cent from the 
previous survey. Just 6.8 per cent of respondents noted tenants were seeking over 500 sqm. This is 
nearly unchanged from 6.7 per cent of respondents from six months ago. Currently, just 15.5 per cent of 
respondents noted the strongest demand for space was from tenants requiring under 100 sqm. This is a 
significant change from the first half of 2015 where 48.7 per cent of tenants were seeking these smaller 
spaces.     
  
There remains strong differences in the performance across WA office markets. New supply additions 
across many markets have driven vacancy rates higher. New supply added in 2015 across suburban 
office markets is currently over 50 per cent vacant. Over the past six months, over 20,000 sqm of space 
was vacated across the Perth CBD and West Perth. The uneven performance of markets is highlighted 
by respondents; 46 per cent of respondents noted that their local vacancy rate has increased over the 
past six months. This is similar to the first half of 2015 where 46.7 per cent of respondents noted higher 
vacancies. Conversely, 42.7 per cent of respondents noted lower vacancies, up from 40 per cent in the 
first half of 2015.   
 
As highlighted previously, respondents are increasingly confident that local office markets will stabilise in 
the first half of 2015. This is reflected in respondents forecast change to their local vacancy rate over the 
next six months. 36.5 per cent of respondents forecast no significant change to their vacancy rate. 22.2 
per cent of respondents forecast slightly, less than 5 per cent, lower vacancy rates. 7.9 per cent of 
respondents predicted their local vacancy rate will be more than 10 per cent lower in six months. Despite 
the increasing optimism of survey respondents, 33.3 per cent of respondents continue to forecast 
increased vacancy rates in 2016. This is likely linked to continued supply additions and downsizing from 
tenants.  
 
Affordability, through lower market rents and higher incentives, will play a key role in improving tenant 
demand in 2016. For this edition of the survey, respondents were asked to outline the achievable market 
rent for various grades of office space. There is a strong variance in the achievable rents noted by 
respondents. This variance is influenced by local market conditions, discounted sub-lease space and 
improved bargaining power of tenants, especially those larger than 500 sqm.  Reflecting the high 
proportion of respondents located in suburban office markets, the highest proportion of respondents (38.9 
per cent) noted the achievable A Grade rent was currently between $200 and $300 per sqm. 22.2 per 
cent of respondents noted an achievable rent priced between $300-$400 sqm. This rate is reflected in 
current listings in major suburban markets such as Subiaco and Herdsman.  20.4 per cent of 
respondents, largely inner suburban based respondents, priced the achievable A Grade rent between 
$400 and $500 per sqm. 13 per cent of respondents noted an achievable A Grade rent above $500 per 
sqm. This rate is reflective of the high level of market incentives which keep face rents elevated. High 
vacancies and incentives have also seen 5.6 per cent of respondents note the achievable A Grade rent is 
priced between $100-200 per sqm. This rate has largely been driven by owners of older properties, with 
limited or no debt, who are discounting rents in order to re-establish an income stream. 
 
It was noted by 36.4 per cent of respondents that the achievable B Grade rent was priced between $200-
300 per sqm. The same proportion of respondents noted the B Grade rent was priced between $100-200 
per sqm. It was also noted by 25.5 per cent of respondents that an achievable B Grade rent is priced 



 

above $300 per sqm. These respondents are largely Northern and Western suburban based. Just 1.8 per 
cent of respondents noted an achievable B Grade rent below $100 per sqm.     
 
Lower grade spaces have seen the largest fall in rents. To retain and attract tenants to secondary 
buildings, rents are being significantly cut. Achievable C and D Grade rent was priced between $100-200 
per sqm by 50.9 per cent of respondents. It was also noted by 16.4 per cent of respondents that the rent 
for this space was below $100 per sqm. Reflecting the impact of incentives on face rents, 32.8 per cent of 
respondents note the achievable C and D Grade rent was above $200 per sqm.  
 
Despite expectations of the office market stabilising in 2016, 57.6 per cent of respondents forecast rents 
to fall further. Rents are to fall approximately 5 per cent in the first half of 2016 as forecast by 35.6 per 
cent of respondents, with 22 per cent forecasting rents to fall over 10 per cent over the same time frame. 
This is linked to the increasing CBD vacancy. It was forecast by 37.3 per cent of respondents that there 
was no change to rents. A small minority, 5.1 per cent of respondents, forecast a small rental growth in 
2016.     
 
Leasing incentives are playing an increasingly important role in facilitating movement in WA office 
markets. 85.2 per cent of respondents noted rent free months as the main incentive offered to tenants. 
While the number of months offered by respondents varied, the typical incentive was the offer of rent free 
months. Refurbishments and fit out contributions were the other incentives typically offered to tenants.  
 
Further increases in incentives are forecast in 2016 to facilitate the take up of office space in high 
vacancy markets. 42.4 per cent of respondents forecast incentives to increase by 5 per cent in the first 
half of 2016; 6.8 per cent of respondents forecast increases over 10 per cent during the same time frame. 
15.3 per cent of respondents are forecasting lower incentives as the market stabilises. Lower face rents 
will also contribute to lower incentives in 2016. 35.6 per cent of respondents forecast no change to the 
current elevated level of incentives. 
 

When looking at the overall results of each component surveyed in the office sentiment survey, it is 

apparent that conditions are still mixed across the office market. Only one third of respondents indicate at 

a macro level, that their expectations over the next six months for achievable rents, vacancy rates and 

market incentives will remain fairly stable. In 2016, the high level of vacancy in the Perth CBD will 

influence all office markets in WA. As a result of competition for a limited number of companies, and 

availability of modern office space, expect difficult market conditions across 2016.  

 
INDUSTRIAL 
 
The slowing resources sector has also significantly impacted Perth industrial property markets. The 
resources boom drove strong demand for larger industrial properties and hardstand space. Perth and 
Jandakot Airports both emerged as major industrial property markets with their landholdings offering 
occupiers larger spaces not widely available in private land estates. 
 
According to Y Research analysis, the transition from the investment/construction phase of the resource 
boom to the operational phase has seen the amount of vacant space reach over 500,000 sqm. The 
amount of vacant space across metropolitan Perth has nearly doubled since 2013. A majority of this 
vacancy is in older secondary properties, as well as a number of smaller strata suites. A significant 
proportion of this vacancy is linked to downsizing resources related companies.  
 
It was noted by 62.5per cent of respondents that the current level of tenant enquiry was lower (10 per 
cent) or significantly lower (20 per cent) than the first half of 2015 which has slightly improved from 66.6 
per cent recorded during the last survey conducted in May 2015 A majority of these respondents noted 
tenant enquiry was less than 10 per cent lower. It was also noted by 35 per cent of respondents that the 
level of tenant enquiry remained unchanged from the first half of 2015 compared to 25 per cent recorded 
during the last survey period. Correspondingly, only 2.5 per cent of respondents noted that currently level 
of tenant inquiry was higher (10 per cent) in comparison to 8.3 per cent recorded previously. 



 

 
Similar to office markets, there is an expectation among respondents that the market will stabilise in the 
first half of 2016. 52.5 per cent of respondents forecast no change to tenant enquiry over the next six 
months comparing to 41.7 per cent recorded in May 2015, suggesting slight increase in market 
confidence. It is expected by 37.5 per cent of respondents that tenant enquiry will to be lower in the next 
six months, with two thirds of these forecasting less than a 10 per cent drop in enquiry. Just 10 per cent of 
respondents forecast improved tenant demand in 2016.  
 
Weaker tenant demand over the past six months has flowed through to higher vacancies.  46.2 per cent 
of respondents noted slightly higher (10 per cent) vacancies over the past six months. 2.6 per cent of 
respondents noted significantly higher (20 per cent) vacancies. Despite the high amount of vacant space 
across Perth, 23.1 per cent of respondents reported lower vacancies over the past 6 months in 
comparison to 41.7 per cent recorded previously. It is noted by 25.6 per cent of respondents that there is 
no change to their local vacancy rate, a significant shift from 8.3 per cent of respondents who noted no 
change during the last survey period.  
 
There is a mixed outlook for the next six months. 23.1 per cent of respondents forecast their local 
vacancy rate to increase by 5 per cent in the next six months. The same proportion of respondents are 
forecasting vacancy rates to fall by 5 per cent during the same time period. Nevertheless, 46.2 per cent of 
respondents forecast vacancy rates to remain unchanged from today’s elevated levels, an increase from 
25 per cent of respondents forecasting no change during the last survey period. 
 
The current level of vacancy varies across the three types of industrial properties - office/warehouse, 
showroom/warehouse and warehouse/manufacturing. Larger manufacturing/warehouse properties, which 
have recorded strong demand from resources related tenants, are currently recording the highest 
vacancy according to survey respondents. 30 per cent of respondents noted manufacturing/warehouse 
tenants over 2,000 sqm had the highest level of vacancy. The same proportion of respondents noted 
properties between 1,000-2,000 sqm as having the highest level of current vacancy. Just under a quarter 
of respondents, 23.3 per cent, noted 501-1,000 sqm warehouse properties as having the highest 
vacancy.   
 
In contrast, vacancies are higher in smaller showroom/warehouses and office/warehouses. Across 
office/warehouse properties, 35.1 per cent of respondents highlighted properties between 501-1,000 sqm 
as having the highest level of current vacancy. A large number of small, mainly strata, office/warehouse 
properties have been developed in recent years. Respondents note smaller office warehouses, less than 
200 sqm, have higher vacancies than similar sized showroom/warehouse and warehouse/manufacturing.  
 
Across showroom/warehouse properties, 35.3 per cent of respondents specified properties between 201-
500 sqm as having the largest vacancy, closely followed by 501-1,000 sqm properties which were noted 
by 32.4 per cent of respondents. The smallest and largest showroom/warehouses are the best performing 
properties in terms of vacancy.  
 
Overall, in terms of vacancy by size across all types of industrial properties, 30.7 per cent of respondents 
highlighted properties between 501-1,000 sqm as having the highest level of current vacancy. This is 
followed by properties between 201 – 500 sqm and 1,001 – 2,000 sqm which were noted by 23.8 per cent 
and 22.8 per cent of respondents respectively. 8.9 per cent of respondents noted having vacancy in 
properties sized less than 200 sqm, suggesting the lowest level of vacancy compared to the overall 
market. 
 
Tenants seeking smaller spaces are the most active in the current market. In terms of office/warehouse 
properties, just under half of the respondents (47.2 per cent) noted the strongest demand was for spaces 
under 200 sqm, coherent with the lowest level of vacancy recorded for spaces under 200 sqm noted 
above. Slightly larger office/warehouse properties between 201-500 sqm were favoured by 38.9 per cent 
of respondents. Less than 15 per cent of current office/warehouse enquiry was for properties larger than 
500 sqm. In  showroom/warehouse, 43.8 per cent of respondents noted properties between 201-500 sqm 



 

as attracting the strongest level of enquiry, with properties smaller than 200 sqm the second most popular 
with tenants, according to 31.3 per cent of respondents. Smaller warehouse/manufacturing properties are 
also attracting the most enquiry. Properties between 201-500 sqm are attracting the strongest level of 
enquiry according to 33.3 per cent of respondents. Slightly larger properties between 501-1,000 sqm are 
the second most popular with tenants, according to 26.7 per cent of respondents.  
 
There is higher demand for larger warehouse/manufacturing than comparable properties. 23.3 per cent of 
respondents reported strong enquiry for properties larger than 1,000 sqm. This compared to just 8.4 per 
cent of respondents noting demand for larger office/warehouse properties, and just 6.3 per cent observing 
demand for larger showroom/warehouses.  
 
Similar to office markets, tenant demand is being driven by lower market rents and increasing incentives. 
Just over a third of respondents (36.6 per cent) noted current demand was driven by improved 
affordability. Forced moves and end of current lease still account for 24.4 per cent of current demand. 
Demand for smaller properties is underpinned by continued downsizing. 14.6 per cent of respondents 
noted downsizing as the key driver of tenant enquiry. This is consistent with the significant shift in 
respondents who noted current demand was driven by the additional space requirement to 9.8 per cent 
from 33.3 per cent of respondents during the last survey period. 
 
Perth’s residential construction boom is a key driver of current tenant enquiry. 27 per cent of respondents 
noted that construction companies are the most active tenants in the market. This is followed by transport 
and logistics firms. 16.2 per cent of respondents noted this sector as the most active in the market. This 
demand is underpinned by the growth of distribution centres for retailers and package deliveries. 18.9 per 
cent of respondents noted no single tenant type was the most active – a variety of tenants were active.  
 
Despite increasing vacancies, rents remain high for industrial properties across Perth. It is noted by 38.9 
per cent of respondents that the current achievable rent for office/warehouse space was between $90 
and $100 per sqm. 27.8 per cent of respondents priced these properties slightly lower - between $80 and 
$90 per sqm. It isalso noted by 16.7per cent of respondents that the achievable rent for office/warehouse 
space was between $100 and $110 per sqm.  
 
The current achievable rent for showroom/warehouse space was priced slightly higher, reflecting the 
strength of retail trade. According to 35.3 per cent of respondents, the achievable rent for these properties 
was between $100 and $110 per sqm. 20.6 per cent of respondents noted an achievable rent between 
$80 and $90 per sqm. The same proportion of respondents noted an achievable rent in excess of $110 
per sqm. 
 
Despite the lack of mixed use, standalone warehouse and manufacturing facilities have similar rents to 
other industrial properties. 26.5 per cent of respondents noted the current achievable rent for 
warehouse/manufacturing space was between $90 and $100 per sqm; 17.6 per cent noted an achievable 
rent sqm between $70 and $80 per sqm. The older nature of many of these properties has seen a wider 
variety of rents than other industrial properties. Equal number of respondents (14.7 per cent) suggested 
achievable rents between $60 and $70 per sqm, $80 and $90 per sqm and between $100 and $110 per 
sqm price ranges. 8 per cent of respondents noted the current achievable rent was below $60 per sqm. 
 
Despite the high level of current rents, over half of respondents forecast lower achievable rents in the first 
half of 2016. 48.7 per cent of respondents expect achievable rents to fall by 5 per cent in the next 6 
months, with 7.7 per cent expecting rents to fall by 10 per cent or more. The balance of respondents 
forecast no change to achievable rents for industrial property. No respondents are expecting rents to rise. 
This suggests a potential stabilisation in rents within the industrial market in the next six months 
 
Higher incentives are the key to attracting tenants in the current WA industrial markets. It is noted by 80.6 
per cent of respondents that rent free months as the main incentive offered to tenants. Refurbishments 
and fit out contributions are currently playing a minor role in attracting tenants.  
 



 

Over half of the respondents (54.3 per cent) are forecasting no change to the current elevated level of 
incentives. 34.3 per cent are expecting to offer slightly higher incentives, 5 per cent higher, in 2016 to 
facilitate the take up of industrial spaces. Lower incentives as the market stabilises are forecast by 8.6 per 
cent of respondents. 
 
The occupation of Perth’s industrial markets is shifting from resources companies to a more diverse 
tenant base.  
Population driven sectors, transport and logistics and construction are emerging as new drivers in the 
industrial property market. With slowing population growth and the weak resources market, lower leasing 
demand may continue into 2016. 


