BRISBANE

INDUSTRIAL VACANCY OCTOBER 2015

Key Facts

Total vacant space
decreased by 6.5% over the
quarter to 652,814m?2

Prime vacancy accounts for
53% of the total; remaining
higher than secondary due to
backfill space

There are nine speculative
buildings either under
construction or completed;
which accounts for 11% of
the total vacancy

Take-up remained solid in
Q3 at 96,347m2, well above
the long term average

JENNELLE WILSON

Senior Director, QLD Research

Follow at @KnightFrankAu

Steady take-up and relatively low new additions of vacant
space has resulted in a fall to the total vacancy of 6.5%.
There is more prime space vacant than secondary as
cheaper secondary options have been in demand.

The level of available space within the
Brisbane Industrial market decreased by
45,205m? over the past quarter to sit at
652,814m? as at October 2015. This is the
first decrease in vacancy recorded since
October 2014, however the total vacancy
remains some 60% above the long term
average. This reduction in total vacancy was
assisted by relatively benign new additions
to the available space with 43,632m?2 added
across 10 properties.

The level of both prime and secondary
space fell over the quarter, with the fall in
prime space of 2.5% far outweighed by a
reduction in available secondary space of
10.6%. As a result prime accommodation
now accounts for 53% of the total.

Available space remains dominated by
existing buildings (89%) with 6% coming
from completed speculative buildings and a
further 5% (31,853m?) in speculative
development which is currently under
construction.

Despite the reduction in total available
space, the time on the market has
increased to be 15.4 months on average
across the whole market.
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Quality of Stock

Secondary available stock fell sharply by
10.6% over the past quarter, unwinding
the increases of the prior six months.
Secondary space accounted for 53% of
the take-up while accounting for only
33% of new additions to vacancy, which
were all below 4,200m?2 in size.

In contrast the prime available space fell
only slightly (down 2.5%) as the available
prime space was higher than secondary
for only the sixth time since the series
began in 2009. Additions to the Prime
space included a mixture of backfill
space, sub-lease space and also further
speculative stock construction starts.

Both prime and secondary stock appear
to be recovering from their recent peaks
in April 2015 and early 2014 respectively.

Distribution by
Precinct

All but one of the precincts recorded a fall
in vacancy over the past quarter with the
TradeCoast (up by 3.6%) the only region
to record an increase. There has been a
steady increase in the prime vacancy
within the TradeCoast with prime space
now 55% of the total.

The North (-16.2%), Greater North
(-10.8%), South (-6.4%), South West
(-12.7%) and South East (-7.5%) all
recorded strong decreases in vacancy.
The South remains the region with the
greatest area vacant and has the lowest
proportion of prime vacancy at just 26%,
markedly different from any of the other
precincts which tend to have higher levels
of prime space available, as the stock
base is dominated by older style space.
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FIGURE 3
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Size & Type of
Stock

The average size of vacancies was
6,730m?2 as at October, slightly down
from the 6,911m?2 recorded in July, but
still well above the sub-5,000m? average
from mid-2012 when available stock
above 8,000m? was scarce. As shown in
Figure 4 there are currently 25 buildings
greater than 8,000m?2 available for
occupation, with the increase in larger
stock a result of recent construction and
associated backfill as well as some sub-
lease activity from major corporates.

Available space remains dominated by
warehouse style buildings, accounting for
80% of the area. There remains relatively
less demand for manufacturing stock
which, despite only accounting for 20%
of the total available stock, has an
average time on the market of 21 months.

Sub-lease space accounts for 22% of the
available stock at 140,897m? as at
October 2015. This is in line with levels
recorded 12 months ago as a mix of
corporate restructuring and downsizing
take effect from tenants such as Boral,
DHL, Toll, Toll NQX, Qube Logistics,
Clough and Chalmers Transport all
having significant sub-lease space
available.

Available speculative stock has increased
over the past quarter with 54 Tingira St,
Pinkenba (7,400m?) under construction.
Speculative stock continues to be well
absorbed with part of Building 3, Drive
Industrial Estate, Richlands and also 2-6
Business Dr, Narangba being leased in
the past quarter.

TABLE 1

Brisbane Industrial Available Space 3,000m2+ as at October 2015

Precinct Available
Space m?
TradeCoast 167,287
North 45,604
Greater North 35,367
South 211,390
South West 121,739
South East 71,427
Total 652,814

Source: Knight Frank Research

No. of Av Asking Rent Change Past

Buildings $/m2 net Qtr (m?)

22 114 5,737
123 -8,845

106 -4,300
31 92 -14,334
17 107 -17,680

13 108 -5,783
97 105 -45,205

Change Past

Building Quality

Year (m?) Prime % Secondary %

22,171 55 45
1,916 47 53
13,511 70 30
23,869 26 74
20,810 74 26
504 87 13
82,781 53 47
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FIGURE 4

October 2015 Available Space
No of buildings by size and quality
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Building Take-up
Take-up, excluding D&C, remained at
above average levels in Q3 2015 with
92,647m?2 absorbed over 18 buildings;
with a further 3,700m? leased prior to the
building becoming vacant. This was more
than 20% higher than the average levels.

The properties taken-up had been
available for an average of 15.6 months,
made up of 12.3 months for prime and
19.9 months for secondary space. A
number of larger secondary, longer term
vacancies were occupied during the
quarter such as 35 Evans Rd, Salisbury
(12,000m?) and 425 Freeman Rd,
Richlands (10,966m2).

FIGURE 5
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Take-up was dominated by secondary

space this quarter, accounting for 53% of

the total. The highest take-up was in the
South with 32,468m2, largely secondary,
space absorbed. The South West also
had a strong quarter with an even mix of
prime and secondary space taken-up.

FIGURE 6

Take-up 3 months to October 2015
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Outlook

As foreshadowed by the increased
enquiry and confidence from tenants in
early 2015, the take-up levels have been
well above average over the past two
quarters, resulting in a fall in total
vacancy to October 2015. Enquiry levels
have begun to moderate into the final
quarter of 2015 which may indicate an
early end to the “property year”, however
smaller to medium sized-tenants have
remained active at levels higher than was
the case 12 months ago.

This increased activity has assisted in
reducing the total vacancy for the first
time during 2015. The slightly softer
tenant enquiry levels will be balanced by
less backfill space to come to the market
through to the end of 2015, which should
insulate the vacancy in the short term.

Market rents remain under pressure, with
the absorption over the quarter notably
skewed towards secondary space, with a
number of these having asking rentals in
the range of $75—95/m2 net. With the
economy in a relatively low-growth cycle
companies are balancing the allure of

Knight

RESEARCH Frank

“Companies are
balancing the allure
of cheaper industrial
space versus higher
utility space to
support cost
control.”

FIGURE 7
Time on the Market by Size & Grade
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cheaper industrial space versus higher
utility space to support cost control.

The investment market remains subject to
high levels of demand, particularly for
modern assets with a good tenant on a
long WALE. The low yields these
properties are currently achieving
supports the development of new assets
with relatively low starting rents
compared with existing stock. Therefore
larger tenants with good covenants retain
the upper hand, however commitments
are slow to achieve and the quantum of
tenants seeking new space has appeared
to abate following the retail-user led
upswing of recent years. While the total
vacancy appears to be stabilising there is
limited scope to grow market rents.



Methodology:

This analysis collects and tabulates data detailing vacancies within industrial properties across

all of the Brisbane Industrial Property Market. The analysis only includes building vacancies
which meet the following criteria. 1. The sample data includes buildings with a minimum floor
area of 3,000m2. 2. Buildings are categorized into the below three types of leasing options. A)
Existing Buildings — existing buildings for lease. B) Speculative Buildings — buildings for lease
which have been speculatively constructed and although have reached practical completion,
still remain vacant. C) Spec. Under Construction — buildings for lease which are being
speculatively constructed and will be available for occupation within 12 months.

Knight Frank Research provides strategic advice, consultancy services and forecasting
to a wide range of clients worldwide including developers, investors, funding
organisations, corporate institutions and the public sector. All our clients recognise the
need for expert independent advice customised to their specific needs.

RECENT MARKET-LEADING RESEARCH PUBLICATIONS

| e
|

ISBANE
NGE

BRISBANE
INDUSTRIAL
MARKET OVERVIEW MAY 2016

North Shore Office
Market Overview Markets

Asia Pacific Capital

Brisbane Industrial Brisbane Fringe
Market Overview Office Overview
May 2015 October 2015

October 2015 September 2015

Knight Frank Research Reports are available at KnightFrank.com.au/Research

© Knight Frank 2015 This report is published for general information only. Although high standards have been used in
the preparation of the information, analysis, views and projections presented in this report, no legal responsibility can be
accepted by Knight Frank Research or Knight Frank for any loss or damage resultant from the contents of this
document. As a general report, this material does not necessarily represent the view of Knight Frank in relation to
particular properties or projects. Reproduction of this report in whole or in part is not permitted without prior consent of,
and proper reference to Knight Frank Research.

COMMERCIAL BRIEFING

For the latest news, views and analysis
of the commercial property market, visit
i SR

\\11///4

FTTINNNN
FTTI\\\\S
\ V1117774

RESEARCH

Jennelle Wilson

Senior Director, Queensland

+61 7 3246 8830
Jennelle.wilson@au.knightfrank.com

Matt Whitby

Group Director, Head of Research &
Consulting

+61 2 9036 6616
Matt.Whitby@au.knightfrank.com

INDUSTRIAL

Greg Russell

Head of Industrial, Australia

+61 7 3246 8804
Greg.Russell@au.knightfrank.com

Chris Wright

Director

+61 7 3246 8861
Chris.Wright@au.knightfrank.com

Mark Clifford

Director

+61 7 3246 8802
Mark.Clfford@au.knightfrank.com

Mark Horgan

Manager— Strathpine Office

+61 7 3482 6000
Mark.Horgan@au.knightfrank.com

John Slater

Associate Director

+61 7 3246 8837
John.Slater@au.knightfrank.com

VALUATIONS

Tim Uhr

Director

+617 3193 6877
Tim.Uhr@qld.knightfrankval.com.au

lan Gregory
Director

+61 7 3193 6844
lanGregory@qld.knightfrankval.com.au

¢ Knight

Frank

'. == = Newmark

= Knijght Frank
A == bl


http://www.knightfrank.com.au/Research�
http://www.knightfrank.com.au/research/results.aspx?typeid=research&divisions=2,3&categories=58&regions=5&isocodes=AU&view=grid
http://www.knightfrank.com.au/research/results.aspx?typeid=research&divisions=2,3&categories=44&regions=5&isocodes=AU&view=grid
http://www.knightfrank.com.au/research/results.aspx?typeid=research&divisions=2,3&regions=5&subregions=3&view=grid

	Brisbane



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



