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Tenant incentives and rent discount-
ing will remain part of Perth’s office
market for some tme with vacancy
rates to hit double-digits next year,
but the long-term outlook is fmprov-
ing, according to Colliers Internation-
al autumn office report,

The repost on the CBD office mar-
ket, scheduled to be released tomor-
row, predicts Perth’s CBD vacancy
rate will surpass the pivotal 10 per
cent mark next year, cimbimg as high
as 13 per cent in January

But Colliers has revised down its
peak rate compared with its earlier
prediction of I5 per cent because of
improving economic conditions. This
has prompted research manager
Frwin Edlinger to say that a vacancy
rate of 10) per cent would create a bal-
anced property market.

“It's almost a point of equilib-
rivm,” Mr Edlinger said.

“And if you get down to the levels
we had before, zero t0 5 per cent, it
becomes unsustainable for tenants
because the rents just keep increasing
if the supply isn’t being deliverad.”

The Property Council of Australia
found Perth’s affice vacancy rate rose
to 8.2 per cent in January,

Colliers found CBD rents felf 10 per
cent to 30 per cent between Decern-
ber 2008 and June 2005 but stabilised
in the second half of the year, with
A-grade rents fetching between $560/
sqm and $650/sqm.

However, with a flood of new office
supply coming on the market, Colliers
said tenants would maintain the upper
hand when negotiating rents and were
benefitting from incentives, including
rent discounts of up to 2 per cent.

“The dynamics of the Perth CBD
market have changed substantially
during 2009, from a previously land-
lord-dominated market to a tenants’
market,” the report said.

“This scenario is providing flexible
leasing options for tenants and placing
downward pressure on effective rents.
As the supply cycle delivers both new
and bacldill space to the market and
vacancy levels continue to grow,
incentives are likely to play a greater
role in Jease negotiations.”

But even with 228,640sqm of affice
space to come online by 2012, which
will hamper Perth’s office market
recovery, the net absorption rate is

Marlet tipsters:

expected to stay in positive territory.

In figures released last month the
Property Council recorded an uptake
of 4541sqm of office space in the CRD
i the six months to December 31 and
uptake is expected to continue to
improve uniil 2012.

Because of renewed optimism in
WA’s business conditions, with
resource projects gaining traction, the
number of jobs is expected ta climb.

WA's  white-collar empioyment
grawth shranle 0.9 per cent in the six
montks to June 30 but Access Eco-
nnmics says it will move into positive
territory by the end of the year

But while vacancy rates reinain
high, Colliers’ office leasing director
Neil Kidd said demand for space was
impreving, with inguiries covering
30,000sqm received so far this year.

“We have been taking a lot of calls
regarding the availability of office
space in the CBD market in recent
weeks,” Mr Kidd said.

“We are seeing a number of these
inquiries coming from the rescurce
sectox, but they are certainly not lim-
ited to those businesses.”
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olliers Interrational’s Erwin Ediingey, left, and Nedl Kidd predict an improvement in the CBB leasing market next year.
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