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1 EXECUTIVE SUMMARY 

Colliers International (‘Colliers’) was engaged by NSW Department of Planning and Environment to provide 

a market analysis of the ten largest (by floorspace) commercial office precincts in Sydney, comprising:  

 

 Sydney CBD; 

 North Sydney; 

 St Leonards; 

 Chatswood; 

 North Ryde; 

 Parramatta; 

 Sydney Olympic Park; 

 Rhodes; 

 Norwest; 

 South Sydney. 

 

Each market has unique characteristics, particularities and drivers.  

 

Sydney CBD 

 

The Sydney CBD is composed of a number of submarkets, with the City Core in the northern CBD and to a 

lesser extent the Western Corridor comprising the prime markets. These markets accommodate the 

highest rents, the highest profile private tenancies, the greatest commercial floorspace and the largest 

commercial development pipeline. They are the focus for the financial and legal sectors. The Midtown 

market is subject to strong pressure for residential development and the future destiny of this area is likely 

to be as a mixed use residential and entertainment focused precinct. The Southern CBD is dominated by 

government tenants and back of house operations. It has low tenant turnover but the impact of the State 

government decentralisation policy on the Southern CBD is unclear. 

 

Colliers has identified a number of challenges facing the Sydney CBD’s commercial market in the long 

term: 

 

1) Residential highest and best use – Strong demand for residential units in Sydney CBD has increased 

demand for residential development sites and conversion opportunities over the last year adversely 

affecting the commercial property market. This situation is expected to continue in the short to 

medium term. Given the lack of residential dwellings in the CBD compared to other capital cities in 

Australia, we believe there is some way to go before demand for residential sites in Sydney begins to 

moderate; 

2) Lack of development sites – In the long term Central Station could potentially accommodate a sizable 

amount of future commercial office but without this site there are no other obvious options for the 

CBD to meet projected long-term demand. Lack of large scale supply options would constrain the 

economic development and competitiveness of Sydney CBD; 

3) Pedestrian and public transport accessibility – Accessibility on foot and by public transport within the 

Sydney CBD is variable. George Street is congested and walking between different parts of the CBD, 
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from the City Core to Darling Harbour, for example, are lengthy distances and subject to poor 

amenity. 

 

A number of government actions to mitigate these risks are suggested by Colliers. 

 

Metropolitan Markets 

 

The lower north shore markets (St Leonards, Chatswood and North Sydney) are traditional metropolitan 

precincts and, after Sydney CBD, attain the highest rents. However there is limited potential for these 

precincts to expand further due to a lack of sites and strong pressure for residential development. Their 

contribution towards accommodating significant future commercial office demand is likely to be limited. 

 

Rhodes and Sydney Olympic Park represent newer markets providing A-grade floorspace. Demand is 

strong for representation in these locations as evidenced by their low vacancy rates, however their future 

expansion potential is limited. Rhodes has been entirely developed whilst Sydney Olympic Park is moving 

towards a broader mixed use as envisaged in the Sydney Olympic Park Master Plan. 

 

The commercial precincts in North Ryde (Macquarie Park), Norwest and Parramatta are performing well 

with solid demand from tenants. These precincts are expected to expand to absorb some future 

commercial demand. Parramatta is facing a significant shortage in premium grade floorspace at the current 

time. New commercial developments are in the pipeline but obtaining enough pre-commitments to ensure 

financing is a challenge in the current market.  

 

South Sydney is a small commercial precinct with significant scope to intensify uses. This area is 

accommodating a significant amount of residential development and as a result, the longer term potential of 

South Sydney as a commercial office market is uncertain. 

 

2 INTRODUCTION 

Colliers International (‘Colliers’) was engaged by NSW Department of Planning and Environment to provide 

a market analysis of the ten largest (by floorspace) commercial office precincts in Sydney. The findings of 

this analysis are set out in this report. 

2.1 Scope of Works 

The scope of works for the report was: 

 

Task 1: Sydney Major Office Market Analysis 

 Outline of major office precincts in Sydney, including geographic boundaries, of  the following 

precincts: 

 Sydney CBD 

 North Sydney 

 St Leonards 

 Chatswood 

 North Ryde 
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 Parramatta 

 Sydney Olympic Park 

 Rhodes 

 Norwest 

 South Sydney 

 Total office floorspace for each precinct; and 

 Estimated average A-Grade rental levels for each precinct, as well as vacancy rates. 

 

Task 2: Drivers of Demand 

 Outline the main drivers of demand in the major office precincts in Sydney. 

 

Task 3: Sydney CBD Capacity 

 Provide an estimate of the likely capacity of the Sydney CBD (including North Sydney) 

including: 

 Details of the development pipeline including all office projects under construction, with 

planning approval and mooted 

 An outline of the any longer term development sites 

 An analysis of secondary office stock and the potential redevelopment sites 

 An estimate of the years of supply available within the Sydney CBD 

 Provide advice, in light of the above, as to whether there any barriers (risks) to Sydney 

maintaining / enhancing its role as a globally competitive city, and if so what actions should 

government be considering. 

 

Each of these tasks is addressed in each of the following three Chapters. 

 

3 SYDNEY MAJOR OFFICE MARKET ANALYSIS 

3.1 Introduction 

The location of the ten major commercial office precincts in Sydney is shown in Figure 3.1. Each precinct is 

explored in detail for the remainder of this Chapter. 
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Figure 3.1 – Major Sydney Metropolitan Commercial Office Precincts 

 Source: Colliers International/ MapInfo (2014) 

3.2 Sydney CBD Precinct 

Key indicators for the Sydney CBD Precinct are provided in the following table. 

 
Table 3.1 – Sydney CBD Office Precinct Key Indicators 

Description 

Sydney CBD functions as a number of submarkets as follows: 
 
City Core 
 
The City Core is situated in the north CBD and is the largest submarket in Australia. It 
is the prime commercial market, attaining the greatest rents and representation from 
high profile private sector tenants. It has strong representation in the financial and 
legal sector as well as government tenants and a diverse array of industry types. It 
extends north to south from Circular Quay to King Street and east to west from 
Macquarie Street to York Street.  
Midtown 
 
Midtown comprises the approximate area extending from King Street in the north, 
Goulburn Street in the south, west of Elizabeth Street and east of York Street/ Kent 
Street. The characteristics of this area are mixed. The area contains a strong retail 
and entertainment offer in addition to residential uses.  
 
Commercial office floorspace in this market caters for fringe tenants who desire a 
central location but do not need to be in the City Core. Tenants seek to benefit from 
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the lower rents in this area. In the current leasing market with relatively high 
incentives, Midtown has benefited from tenants in metropolitan markets like St 
Leonards, Chatswood and North Sydney relocating into the CBD, due to comparable 
rents but a greater variety of quality premises and public transport accessibility. 
 
Southern  
 
The Southern CBD is focused around Central Station and has strong representation 
from government tenants and private back of house operations. It has low tenant 
turnover. This reflects affordable rental levels and excellent public transport 
accessibility. This area extends south from Liverpool Street/ Goulburn Street. It 
contains no premium grade floorspace. 
 
The Southern and Midtown precincts incorporate the CBD’s Chinatown between 
George Street and Harbour Street. This area comprises predominantly small, Asian 
owned land plots and is highly fragmented. Many of the owners see these sites as 
long-term or family investments so there is limited market activity and sales that are 
conducted are frequently off market. Retail tenancies in Chinatown attain high rental 
levels, reducing the need for site owners to redevelop in order to achieve solid returns. 
 
Western Corridor 
 
The Western Corridor comprises the area to the west of York Street and includes 
Darling Harbour. It offers quality Premium, A-grade and secondary floorspace with 
smaller floor plates and a lower price-point comparative to the City Core. Financial and 
consulting services are well represented in this market. 
 
This area is undergoing transition with two major redevelopment projects underway: 
Barangaroo and Darling Harbour Live. Barangaroo in particular will shift the focus for 
accounting and banking services west of the existing prime area. Tenants whose 
major clients are either in Barangaroo or the Northern CBD are likely to be attracted to 
the Western Corridor. Barangaroo is expected to complement the Western Corridor by 
virtue of increased amenity and may assist to drive rental growth for nearby buildings. 
 
The Rocks/ Walsh Bay 
 
The Rocks/ Walsh Bay area is a heritage precinct providing unique commercial office 
assets in a high quality physical environment. This former commercial shipping port 
has been extensively redeveloped to offer a mixture of uses combining commercial 
office, residential, retail and cultural facilities. The commercial office market is small 
but with some high profile tenancies. It attracts cultural, media and architectural 
tenancies. 
 
The geographical boundary of Sydney CBD and the submarkets it contains is shown 
in Figure 3.2 overleaf. 
 
 

Description 
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Geographic 
Boundaries 

Figure 3.2 – Sydney CBD Commercial Office Precinct 

 
Source: Property Council of Australia Property Office Market Report (January 2014) 

Total 
Floorspace* 

4,958,706sqm (January 2014) comprising: 

 City Core – 2,109,537sqm 

 Midtown – 1,192,270sqm 

 Southern – 339,825sqm 

 The Rocks – 42,501sqm 

 Walsh Bay – 58,902sqm 

 Western – 1,215,671sqm 

Vacancy Rate* 

9.0% (January 2014) comprising: 

 City Core – 11.6% 

 Midtown – 8.5% 

 Southern – 3.3% 

 The Rocks – 15.2% 

 Walsh Bay – 0.6% 

 Western – 6.7% 
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Average A-
Grade Net 
Face Rents^ 

$810/sqm for Premium and $610/sqm for A-Grade (Q1 2014) although these vary 
significantly across the CBD 

Major Tenants 

City Core 

 AMP 

 ANZ  

 Australian Stock Exchange 

 Charter Hall 

 Clayton Utz 

 Deloitte  

 DLA Piper 

 Henry Davis York 

 HSBC 

 Macquarie Bank 

 Mirvac 

 NAB 

 QIC 

 Reserve Bank of Australia 

Midtown  

 Australian Taxation Office 

 City of Sydney Council 

 Ernst Young 

Southern 

 Commonwealth Ombudsman 

 Department of Health and Ageing 

 Department of Immigration and 
Citizenship 

 Department of Veteran Affairs 

 RTA 

 Transport for NSW 

 University of Technology Sydney 

 WorkCover NSW 

The Rocks/ Walsh Bay  

 Hassell 

 Murdoch Media 

 Sydney Harbour Foreshore Authority 

 Yahoo!7 

Western Corridor 

 Colonial First State 

 Commonwealth Bank of Australia 

 HSBC 

 KPMG 

 PwC 

Source:  ^ Colliers International (2014)  
  * Property Council of Australia Office Market Report (January 2014) 

3.3 North Sydney Commercial Office Precinct 

Key indicators for the North Sydney Precinct are provided in the following table. 

 
Table 3.2 – North Sydney Office Precinct Key Indicators 

 
 
 
 
 
 
 
 
Description 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
North Sydney is focused on the Pacific Highway and Miller Street some 3km north of 
Sydney CBD. The North Sydney Precinct is historically the metropolitan sales hotspot of 
national metropolitan markets in terms of market activity and values. Commercial office 
stock provided is predominantly old format with a shortage of good quality space. Lack of 
new commercial office supply together with strong demand for residential uses which 
has witnessed the retrofitting of commercial office floorspace for residential uses, 
presents challenges for this market in the future. The last six months has seen negative 
stock absorption and the loss of tenants to Sydney CBD, given a lack of quality 
commercial stock and tight supply driving up rents. 
 
 
 
 
 
 

http://en.wikipedia.org/wiki/Reserve_Bank_of_Australia
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Geographic 
Boundaries 

Figure 3.3 – North Sydney Commercial Office Precinct  

Source: Colliers International/ MapInfo (2014) 

Total 
Floorspace* 

848,605sqm (January 2014) 

Vacancy 
Rate* 

9.0% (January 2014) 

Average A-
Grade Net 
Face Rents^ 

$565/sqm (Q1 2014) 

Major Tenants 

 MLC Limited 

 Roads and Traffic Authority  

 NSW Health 

 Vodafone 

 National Australia Bank 

 NBN 

 United Group Pty Ltd / UGL 

 Zurich Financial Services 

 First Data Resources  

 Cisco Systems 

Source:  ^ Colliers International (2014)  
  * Property Council of Australia Property Market Report (January 2014) 

3.4 St Leonards Commercial Office Precinct 

Key indicators for the St Leonards Precinct are provided in the following table. 

 
Table 3.3 – St Leonards Office Precinct Key Indicators 

 
Description 

This precinct is focused on the Pacific Highway and St Leonards rail station. It abuts the 
North Sydney precinct to the south and is situated approximately 5km from Sydney CBD. 
Commercial tenancies have a focus on technological and broadcasting uses and 
comprise traditional, older style CBD commercial floorspace. There is strong demand for 
residential uses in this precinct given the high level of accessibility and presence of local 
services. Site rezonings from commercial to residential uses is eroding the commercial 
market in this precinct and there is a limited commercial pipeline. In our view the future 
direction of this precinct will be towards residential and medical uses, reflecting the 
redevelopment of the North Shore hospital, and away from commercial office uses. 
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Geographic 
Boundaries 

Figure 3.4 – St Leonards Commercial Office Precinct  

Source: Colliers International/ MapInfo (2014) 

Total 
Floorspace* 

357,333sqm (January 2014) 

Vacancy 
Rate* 

13.9% (January 2014) 

Average A-
Grade Net 
Face Rents^ 

$455/sqm (Q1 2014) 

Major 
Tenants 

 Toyota Financial Services 

 IBM 

 Lenovo 

 Oporto  

 Manchester Unity 

 NSW Department of Education and Training 

 Savvytel 

 Leighton Holdings  

 Macquarie Media Group 

 Channel 31 TV Studio 

 Fox Studio 

 Cardno 

Source:  ^ Colliers International (2014)  
  * Property Council of Australia Property Market Report (January 2014) 

3.5 Chatswood Commercial Office Precinct 

Key indicators for the Chatswood Precinct are provided in the following table. 

 
Table 3.4 – Chatswood Office Precinct Key Indicators 

Description 

Chatswood CBD is focused on land between the railway line and the Pacific 
Highway. In additional to commercial office uses Chatswood CBD is a major 
retail centre containing two sizable shopping centres (Chatswood Chase and 
Westfield Chatswood), an administrative hub, a transport node incorporating 
Chatswood rail station and Transport Interchange and offers high-density 
residential uses.  As a result of these attributes there is strong pressure for 
residential development impacting on the commercial office market.  
 

http://en.wikipedia.org/wiki/Toyota_Financial_Services
http://en.wikipedia.org/wiki/IBM
http://en.wikipedia.org/wiki/Lenovo
http://en.wikipedia.org/wiki/Oporto_(restaurant)
http://en.wikipedia.org/w/index.php?title=Manchester_Unity&action=edit&redlink=1
http://www.det.nsw.edu.au/
http://en.wikipedia.org/wiki/Savvytel
http://en.wikipedia.org/wiki/Leighton_Holdings
http://en.wikipedia.org/wiki/Macquarie_Media_Group
http://en.wikipedia.org/wiki/Channel_31_(Australia)
http://en.wikipedia.org/wiki/Chatswood_Chase
http://en.wikipedia.org/wiki/Westfield_Chatswood
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The Chatswood precinct is transitioning away from commercial focus towards a 
more mixed use market. This is being facilitated through land rezonings reducing 
the amount of land available for commercial uses in favour of residential uses, 
for example the current Leighton’s building (who will be relocated to new 
premises in North Sydney). 

Geographic 
Boundaries 

Figure 3.5 – Chatswood Commercial Office Precinct 

 
Source: Property Council of Australia Office Market Report (January 2014) 

Total Floorspace* 280,845sqm (January 2014) 

Vacancy Rate* 12.3% (January 2014) 

Average A-Grade 
Net Face Rents^ 

$455/sqm (Q1 2014) 

Major Tenants 

 CSR Limited 

 Smith's Snackfood 

 Abigroup 

 Coffey 

 Pepsico 

 Carter Holt Harvey 

 Nortel Networks 

 Optus 

 Lenovo 

 NEC 

 Leighton Holdings  

 Cisco Systems 

Source:  ^ Colliers International (2014)  
  * Property Council of Australia Office Market Report (January 2014) 

3.6 North Ryde Commercial Office Precinct 

Key indicators for the North Ryde Precinct are provided in the following table. 

 

http://en.wikipedia.org/wiki/CSR_Limited
http://en.wikipedia.org/wiki/The_Smith%27s_Snackfood_Company
http://en.wikipedia.org/w/index.php?title=Abigroup&action=edit&redlink=1
http://en.wikipedia.org/wiki/Coffey_International
http://en.wikipedia.org/wiki/Pepsico
http://en.wikipedia.org/wiki/Carter_Holt_Harvey
http://en.wikipedia.org/wiki/Nortel_Networks
http://en.wikipedia.org/wiki/Optus
http://en.wikipedia.org/wiki/Lenovo
http://en.wikipedia.org/wiki/NEC_Corporation
http://en.wikipedia.org/wiki/Leighton_Holdings
http://en.wikipedia.org/wiki/Cisco_Systems
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Table 3.5 – North Ryde Office Precinct Key Indicators 

Description 

The North Ryde Precinct encompasses Macquarie Park. It is the largest metropolitan 
office market in Australia and continues to develop, supported by ongoing 
infrastructure investment. It incorporates the headquarters of a number of international 
companies and has a focus on hi-tech industrial uses.   
 
Macquarie Park offers low rise commercial floorspace in a landscaped area. It was 
originally attractive to US companies in the 1970s and 1980s seeking business park 
style accommodation at low occupancy costs. Demand has been strongest from 
tenants in the IT, pharmaceutical, manufacturing and distribution and food sectors. 
Generation 1 tenants have tended to upgrade their commercial premises but stay 
locally at lease renewal stage or to expand, reflecting the long term attraction of this 
market. Floorplates are typically 2,000-2,500sqm. 
 
With pressure for residential development in this market in the context of infrastructure 
improvements, the long term capacity of this precinct is uncertain. A number of 
commercial sites have been, or are proposed to be, rezoned or redeveloped to 
accommodate non-commercial uses including dwellings, data centres and bulky 
goods uses. 

Geographic 
Boundaries 

Figure 3.6 – North Ryde Commercial Office Precinct 

Source: Colliers International/ MapInfo (2014) 

Total 
Floorspace* 

854,251sqm (January 2014) 

Vacancy Rate* 7.5% (January 2014) 

Average A-
Grade Net 
Face Rents^ 

$340/sqm (Q1 2014) 

Major Tenants 

 AstraZeneca 

 BOC 

 Canon 

 CSC 

 Microsoft 

 Novartis 

 Optus 

 Oracle Corporation 
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 Ericsson 

 Foxtel 

 Fuji Xerox 

 Fujitsu 

 Hyundai 

 Johnson & Johnson 

 Konica Minolta 

 Panasonic 

 Philips 

 Procter and Gamble  

 Schneider Electric 

 Siemens 

 Sony 

 Toshiba 

Source:  ^ Colliers International (2014)  
  * Property Council of Australia Office Market Report (January 2014) 

3.7 Parramatta Commercial Office Precinct 

Key indicators for the Parramatta Precinct are provided in the following table. 

 
Table 3.6 – Parramatta Office Precinct Key Indicators 

Description 

 
Parramatta services Sydney’s western areas and is dubbed Sydney’s second CBD. It 
is situated 23km west of Sydney CBD. Commercial office uses in the precinct have a 
focus on information and finance based services, as well as the government sector, and 
comprise a traditional CBD style offer. It has benefited from the government 
decentralisation policy.  
 
Parramatta is a Major Regional Centre and in addition to commercial uses it contains a 
sizeable retail offer anchored by Westfield Parramatta, residential uses, administrative 
and civic uses including a number of courts in the Parramatta Justice Precinct and 
transportation functions including the Parramatta rail station and bus interchange. There 
is strong pressure for residential development in the precinct and a lack of new premium 
commercial supply, although a number of commercial developments are in the pipeline.  
 
The challenge for Parramatta CBD is that despite strong demand for premium floorspace 
and low vacancy levels, as much of this demand is from government tenants they are 
reluctant to pre-commit to floorspace. As a result securing finance for commercial 
development is problematic as financial institutions are averse to funding speculative 
development. 
 
Like other metropolitan markets Parramatta has experienced strong pressure for 
residential development. Parramatta City Council has applied a land zoning in the CBD 
which prohibits residential uses in order to preserve the future potential of this area to 
accommodate commercial office developments. 
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Geographic 
Boundaries 

Figure 3.7 – Parramatta Commercial Office Precinct 

Source: Colliers International/ MapInfo (2014) 

Total 
Floorspace* 

685,878sqm (January 2014) 

Vacancy 
Rate* 

5.9% (January 2014) 

Average A-
Grade Net 
Face Rents^ 

$403/sqm (Q1 2014) 

Major 
Tenants 

 Australian Taxation Office 

 Colman and Greig 

 Deloitte 

 NSW Department of Attorney General and 
Justice 

 NSW Police 

 QBE 

 Parramatta City Council 

 PwC 

 Servcorp 

 Suncorp Bank 

 Sydney Water 

 UrbanGrowth NSW 

Source:  ^ Colliers International (2014)  
  * Property Council of Australia Office Market Report (January 2014) 

3.8 Sydney Olympic Park Commercial Office Precinct 

Key indicators for the Sydney Olympic Park Precinct are provided in the following table. 
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Table 3.7 – Sydney Olympic Park Office Precinct Key Indicators 

Description 

Sydney Olympic Park is situated 15km west of Sydney adjacent to Parramatta 
Road. The commercial component of the precinct is modest in size but is growing 
with a number of schemes in the pipeline. It incorporates Olympic Park rail station 
and associated sporting and entertainment facilities. It contains strong 
representation in knowledge-based service tenants, including financial, 
professional and technical services. It is managed by State Government via the 
Sydney Olympic Park Authority, differentiating it from other precincts.  
 
Sydney Olympic Park serves demand from two key areas: 

1. Demand from Sydney CBD tenants who wish to locate non-core functions to 
alternative markets that are cheaper but still easily accessible from the 
Sydney CBD. An example of this is Commonwealth Bank of Australia (CBA) 
moving administrative functions from the CBD to Sydney Olympic Park and 
in doing so halving their rents per sqm; 

2. Manufacturing tenants who have traditionally operated from the Inner West, 
who have moved their manufacturing operations further west but wish to 
retain their commercial office presence locally.  

 
Sydney Olympic Park is a well performing precinct with strong demand, high 
quality floorspace and a lack of supply. This precinct is transitioning towards a 
more mixed use and residential focus and the long term potential for additional 
commercial floorspace development is constrained. 

Geographic 
Boundaries 

Figure 3.8 – Sydney Olympic Park Commercial Office Precinct 

Source: Colliers International/ MapInfo (2014) 

Total Floorspace 123,475sqm (Q1 2013) 

Vacancy Rate 1.3% (Q1 2014) 

Average A-Grade 
Net Face Rents 

$373/sqm (Q1 2014) 

Major Tenants 

 Commonwealth Bank of Australia 

 Fujitsu  

 Lion Nathan 

 NSW Institute of Sport 

 QBE 

 RailCorp  

 Samsung Australia 

 Sports & Recreation NSW 

 Sydney Water 

 Thales 

Source: Colliers International (2014)  
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3.9 Rhodes Commercial Office Precinct 

Key indicators for the Rhodes Precinct are provided in the following table. 

 
Table 3.8 – Rhodes Office Precinct Key Indicators 

Description 

The Rhodes Peninsular is located in the City of Canada Bay LGA approximately 18km 
from Sydney CBD. Commercial office uses are concentrated in Rhodes Corporate Park 
on the eastern side of Concord Road/ Homebush Bay Drive (the A3). Retail facilities are 
provided in the Mirvac owned Rhodes Shopping Centre. The land to the west of the 
railway line is being developed for high density residential uses. This is a well performing 
market and provides only A-grade floorspace commercial development sites which have 
all been built out so the scope for additional supply is limited. 

Geographic 
Boundaries 

Figure 3.9 – Rhodes Commercial Office Precinct 

Source: Colliers International/ MapInfo (2014) 

Total 
Floorspace* 

143,927sqm (January 2013) 

Vacancy 
Rate* 

5.2% (January 2014) 

Average A-
Grade Net 
Face Rents^ 

$380/sqm (Q1 2014) 

Major Tenants 

 AAPT 

 Alcatel-Lucent 

 Allied Mills 

 Australand 

 Citibank 

 Derivan 

 Guthy-Renker 

 Hewlett-Packard Australia 

 Hilti (Aust) 

 National Australia Bank 

 Nestle 

 SITA Environmental 

 Sykes Australia 

 United Financial Services 

Source:  ^ Colliers International (2014)  
  * Property Council of Australia Office Market Report (January 2014) 
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3.10 Norwest Commercial Office Precinct 

Key indicators for the Norwest Precinct are provided in the following table. 

 
Table 3.9 – Norwest Office Precinct Key Indicators 

Description 

The Norwest Office Precinct is situated in Baulkham Hills LGA in Sydney’s North 
West. The Norwest Business Park is a purpose built precinct which was first 
completed in 1992 and has developed in a number of subsequent stages. From early 
2000 the precinct succeeded in attracting high profile tenancies. Local infrastructure 
provided in the vicinity of the precinct includes the Circa Retail Shopping Centre, 
Norwest Marketown, Norwest Private Hospital and the Bella Vista Waters executive 
housing estate. 
 
Norwest offers modern, business park style commercial office floorspace in 
landscaped surroundings. This market is deemed to have significant potential for 
expansion in the future as a result of planned infrastructure in the vicinity, including 
residential expansion and the North West Rail Link, as well as the availability of land 
and scope for greater intensity of existing uses. 

Geographic 
Boundaries 

Figure 3.10 – Norwest Commercial Office Precinct 

Source: Colliers International/ MapInfo (2014) 

Total Floorspace 270,034sqm (Q1 2013) 

Vacancy Rate 10.4% (Q1 2014) 

Average A-Grade 
Net Face Rents 

$330/sqm (Q1 2014) 

Major Tenants 

 AAMI 

 Atlas Norwest 

 Australia Post 

 Cathy Pacific 

 Hills Shire Council 

 Hillsong Church 

 Schneider Electric 

 Reserve Bank of Australia 

 Res Med  

 Woolworths 

 Wyeth Australia 

Source: Colliers International (2014)  

http://en.wikipedia.org/wiki/Reserve_Bank_of_Australia
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3.11 South Sydney Commercial Office Precinct 

Key indicators for the South Sydney Precinct are provided in the following table. 

 
Table 3.10 – South Sydney Office Precinct Key Indicators 

Description 

South Sydney is situated 7km south of Sydney CBD and adjacent to Sydney 
Kingsford-Smith Airport.  Prevailing land uses in the precinct comprise a significant 
component of light industrial, transportation and warehousing. Much of the 
commercial floorspace provided is within or adjoining such tenancies.  
 
There is a significant quantum of development potential in the South Sydney precinct 
given its predominantly low intensity industrial use despite excellent accessibility and 
proximity to the Sydney CBD and the airport. The area is transitioning to a wider mix 
of uses with a focus on residential development, particularly around transport nodes 
such as Green Square rail station (which will become a Major Centre) and Mascot rail 
station. This transition creates both opportunities and threats for the commercial 
office market. 

Geographic 
Boundaries 

Figure 3.11 – South Sydney Commercial Office Precinct 

Source: Colliers International/ MapInfo (2014) 

Total Floorspace 448,817sqm (Q1 2013) 

Vacancy Rate 8.9% (Q1 2014) 

Average A-Grade 
Net Face Rents 

$400/sqm (Q1 2014) 

Major Tenants 

 Colliers 

 DHL 

 Qantas 

Source: Colliers International (2014)  
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3.12 Other Emerging Markets 

Other commercial office markets not covered above but which should be acknowledged comprise: 
 

 Pyrmont/ Ultimo – This is an established commercial market situated west of Darling Harbour. It 

caters for smaller office tenancies and benefits from good quality local amenity and services, 

accessibility to the CBD and the Inner West and the presence of heritage assets. It is a small market 

but tightly held with very low A-grade vacancy. There is scope for commercial office uses to expand in 

this market in the future due to the presence of some larger sites and the potential for amalgamation. 

Key tenants are focused on the media and marketing sectors and include: 

o Accenture; 

o American Express Australia; 

o BMF Advertising  

o Fairfax Media;  

o Google; 

o Mood Media;  

o Network Ten;  

o Nova FM; 

o Palladium Management; 

o Sandox; 

o Stellar Market Research;  

o Thomson Reuters; and 

o Vodafone. 

 

 Australian Technology Park – The ATP in Eveleigh is an emerging precinct focused on hi-tech start-

up companies, particularly in biotechnology. It is situated adjacent to Redfern rail station offering easy 

accessibility to Sydney CBD and the Inner West. The area has significant development capacity 

within the 14 hectares of land designated for commercial uses. Key tenants include: 

o Consult Point 

o Fuji Xerox; 

o Global Television; 

o LX Group; 

o Roads and Maritime Services; 

o Seven Network (production studios); 

o University of Sydney Faculty of Agriculture and Environment. 

3.13 Summary 

This Chapter has examined the largest commercial office precincts in Sydney and detailed key 

characteristics for each. Total commercial floorspace in each of the major precincts is depicted in Figure 

3.12. 
 

http://en.wikipedia.org/wiki/Accenture
http://en.wikipedia.org/wiki/American_Express
http://en.wikipedia.org/wiki/Google
http://en.wikipedia.org/wiki/Vodafone
http://www.atp.com.au/ATPCompanies/Consult-Point
http://www.atp.com.au/ATPCompanies/University-of-Sydney-Faculty-of-Agriculture-and-Environment
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Figure 3.12 – Commercial Floorspace in Sydney’s Major Office Markets  

 

 

Sydney CBD dwarfs all other office markets in Sydney with 4.96m sqm of floorspace, more than all major 

metropolitan office markets combined. The largest metropolitan commercial office markets in terms of total 

quantum of floorspace provided are North Ryde (854,000sqm) and North Sydney (849,000sqm), followed 

by Parramatta (686,000sqm).  

 

The proportion of vacant floorspace in each of the major precincts is shown in Figure 3.13. Comparing the 

precincts the greatest vacancy rate was recorded in St Leonards (13.9%), Chatswood (10.4%) and 

Norwest (10.4%). Sydney Olympic Park and Rhodes recorded the lowest proportional vacancy (at 1.3% 

and 5.2% respectively) but were also the smallest of the office precincts in terms of commercial floorspace 

provided. These precincts offer premium assets which are in relatively short supply in metropolitan 

markets, although the scope for further commercial development in these two markets may be limited. 
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Figure 3.13 – Proportional Vacant Floorspace in Major Office Markets  

 

 

Figure 3.14 compares the average A-Grade rents in the major commercial office markets in Sydney. 

 
Figure 3.14 – Average A-Grade Rents in Sydney’s Major Office Markets  
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Of the metropolitan office precincts under consideration (i.e. excluding Sydney CBD) North Sydney attained 

the highest A-Grade rents at $565/sqm well above the second greatest net rents recorded in St Leonards 

and Chatswood ($455/sqm). A-grade rents in the other six metropolitan precincts varied between $330/sqm 

(Norwest) to $403/sqm (Parramatta). By comparison, average net rents recorded in Sydney CBD in 

Quarter 1 2014 were $810/sqm for Premium Grade and $610/sqm for A-Grade floorspace. 
 
 

4 DRIVERS OF DEMAND 

4.1 Sydney CBD 

The key drivers of demand in each of the Sydney CBD submarkets are: 

 

City Core 

 Traditional CBD commercial offer; 

 Excellent accessibility; 

 Range of Premium and A-Grade floorspace; 

 Range of floorplates on offer; 

 High rental levels comparative to other parts of the CBD; 

 Focus for the financial and legal sectors; 

 Pedestrianisation of George Street and the new light rail will increase accessibility; 

 International reputation; 

 Some competition with Barangaroo but new high profile tenants have committed to Martin Place  

(e.g. Colonial First State, LinkedIn and Ashurst) reflecting the long term viability of this precinct; 

 Pipeline supply potential around Circular Quay 

 Some pressure for residential development around the City Core fringes. 

 
Midtown  

 Affordable rental price-point and range of good quality stock available; 

 Has attracted some tenants formerly located in metropolitan markets; 

 Lack of pipeline supply; 

 Mixed use nature of the area; 

 Pressure for residential development leading to commercial stock withdrawals; 

 FSR controls, mixed uses and accessibility support transitioning to residential uses; 

 Fragmented land ownership and limited development potential around Chinatown; 

 The future for this area is likely to be mixed use with a focus on residential, retail and entertainment, 

rather than commercial office. 

 
Southern  

 Strong presence of government tenants and private back of house facilities; 

 Excellent accessibility and proximity to Central Station; 

 Affordable rental price-point; 

 Pressure for residential development; 

 Some larger sites with potential for future commercial development; 
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 Government decentralisation may remove long term tenants from this market; 

 Fragmented land ownership and limited development potential around Chinatown. 

 
 
Western Corridor 

 Sizable commercial office presence; 

 Financial and consulting sector focus; 

 Availability of large floorplate commercial uses; 

 More affordable rental price-point comparative to the City Core; 

 Highly accessible area on foot and by public transport; 

 High profile supply additions at Barangaroo and Darling Harbour Live; 

 Planned accessibility improvements including Wynyard Walk; 

 Limited floorspace provision for small office tenancies of under 1,000sqm.  

 
The Rocks/ Walsh Bay 

 Media and creative industry presence; 

 High environmental quality given heritage value and proximity to water; 

 Dominated by smaller office floorplates; 

 Lack of future commercial development opportunities; 

 Strong demand for residential uses; 

 Planned sale of public housing stock in the area to the market may change commercial character. 

 

4.2 Metropolitan Office Markets Overview 

Sydney has traditionally had a strong metropolitan office market and this strength continues. It has 

benefited from State Government decentralisation which is being pursued to reduced costs. This reflects 

high rents in the Sydney CBD and the relative affordability of metropolitan markets in comparison. Demand 

for large contiguous space in Sydney metropolitan markets has and will continue to prevail.  

  

Large rezonings in several suburban office markets are expected to see significant areas of commercial 

and industrial land becoming mixed use, facilitating redevelopment to accommodate residential uses at the 

expense of commercial uses. This is expected to increase demand for older secondary grade assets from 

developers seeking to convert premises to residential uses. This is anticipated to lead to some contraction 

of inner metro office markets going forward, although some markets further out from the CBD that have 

commercial expansion potential will grow as a result. 

  

An emerging trend witnessed by Colliers is for office tenants with a CBD presence to retain their 

headquarters in the CBD but move administrative and support staff functions to metropolitan markets 

where rents are more affordable. This is evidenced recently by the relocation by CBA and IAG of outlying 

functions to Sydney Olympic Park, halving the rents payable for equivalent assets in the CBD. 

  

North Sydney, Chatswood and St Leonards effectively function as the Lower North Shore market with 

similar drivers and characteristics. Norwest, Macquarie Park and Sydney South are newer markets 

providing modern, business park style campuses that offer ample car parking at affordable rents and 

values.  
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Key drivers and influencers for each of the nine metropolitan markets are provided below. 

 
North Sydney 

 Large, established office market; 

 Accessibility and proximate to Sydney CBD; 

 Negative absorption (-10,000sqm) over the last 6 months; 

 Strong retail and service offer; 

 Exodus of some tenants to better quality stock in Sydney CBD market; 

 Lack of large contiguous office floorspace; 

 Constrained commercial supply and limited development pipeline; 

 Strong pressure for residential conversions; 

 Dominance of older stock much poorer quality than in other markets. 

 

St Leonards 

 Accessibility; 

 Relatively high rental levels; 

 Proximity to North Shore residential areas; 

 Local retail and services; 

 High vacancy levels indicative of moderate demand; 

 Exodus of some tenants to better quality stock in Sydney CBD market; 

 Strong pressure for residential development and evidence of commercial supply withdrawals; 

 Land rezonings to residential reducing prevalence of commercial sites; 

 Limited expansion potential; 

 Limited commercial pipeline supply;  

 Transitioning away from commercial towards residential uses. 

 
Chatswood 

 Accessibility; 

 Congestion in the CBD problematic; 

 Strong retail, entertainment and residential offer; 

 Significant increase in vacancy over the last 6 months; 

 High vacancy levels indicative of moderate demand; 

 Lack of new commercial supply and opportunities for expansion; 

 Land rezonings from commercial to residential uses reducing the longer term potential of this market; 

 Redevelopment of North Shore Hospital will support future demand for associated uses; 

 Strong pressure for residential conversions; 

 Planned Epping to Chatswood rail link will increase accessibility; 

 No undeveloped commercial sites remain so limited opportunities to expand the commercial precinct; 

 Transitioning away from commercial towards residential and medical related uses. 
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North Ryde 

 Well-established business park style offer; 

 Range of high profile tenants; 

 Good accessibility; 

 Focus on hi-tech industrial sector; 

 Low floorspace ratios; 

 Flexible floorplates allowing warehousing and office space to be integrated; 

 Affordable rents and availability of on-site car parking; 

 Infrastructure development including Macquarie Shopping Centre, M2/ Frenchs Forest access; 

 Designation of 2 x Urban Activation Precincts at North Ryde and Herring Road; 

 Pressure for residential and other non-commercial development; 

 In the context of the level of demand for a range of uses, longer term commercial expansion potential 

is uncertain. 

 
Parramatta 

 High accessibility and strong demand; 

 Lack of stock in the 2,000-4,000sqm range; 

 Likely to continue benefiting from government decentralisation; 

 Strong retail, entertainment and leisure offer; 

 Established market well situated to serve Sydney’s west; 

 Strong pressure for residential conversion; 

 Planned infrastructure investment including Westconnex and Badgerys Creek Airport; 

 Tightly constrained supply, particularly for quality stock, driving up rents; 

 Lack of good quality stock is stifling the market; 

 Difficulty in securing government pre-commitments to facilitate new commercial  development; 

 Some attractive medium term development prospects including Parramatta Square and Westfield 

Parramatta; 

 LEP and zoning over the CBD prohibits residential, preserving the longer term commercial potential 

of this market. 

 
Sydney Olympic Park 

 Strong transport links; 

 Well located in the geographic centre of Sydney; 

 High level of amenity; 

 Good quality commercial floorspace; 

 Tightly held market with lack of stock; 

 Urban Activation Precinct designated at Wentworth Point; 

 State Government managed; 

 Sydney Olympic Park Masterplan envisages a greater focus on residential rather than commercial; 

 Availability of land for expansion although this may be developed for non-commercial uses; 

 Westconnex infrastructure development and implications for Parramatta Road; 

 Future expansion potential uncertain. 
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Rhodes 

 Accessibility; 

 Good quality stock comprising entirely A-grade floorspace; 

 Well sought after location; 

 Strong anchor tenants; 

 No undeveloped sites for commercial uses 

 Strong retail and service offer; 

 Modern commercial office floorspace; 

 Rhodes Masterplan; 

 Proximity to Concord Repatriation Hospital and Dame Edith Walker Hospital; 

 Limited future expansion potential. 

 
Norwest 

 Modern, business park style setting; 

 Prestigious office location; 

 Highly accessible via the M2/ M7 motorway; 

 Abutting Bella Vista Waters executive housing estate; 

 Low land and rental costs; 

 Planned infrastructure investment including the North West Rail Link; 

 Expansion and intensification potential. 

 
 
South Sydney 

 Accessibility by car and rail; 

 Proximity to Sydney Kingsford-Smith Airport; 

 Transitioning away from traditional industrial uses; 

 Loss of potential land for commercial development e.g. every site in Roseberry is under offer for 

residential; 

 Strong focus on residential development expected to constrain commercial supply; 

 Evidence of commercial stock withdrawals for residential conversion. 

4.3 Summary and Conclusions 

Table 4.1 provides a summary of the key market drivers and their presence in each of the ten precincts 

under examination. 
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Table 4.1 – Market Drivers 
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5 SYDNEY CBD COMMERCIAL OFFICE CAPACITY 

5.1 Development Pipeline 

Table 5.1 and Figure 5.1 outline major commercial office supply in the Sydney CBD that is mooted, 

proposed or approved. In total some 836,000sqm of commercial floorspace supply is currently in the 

pipeline at various stages of delivery. Of this around 517,000sqm is DA approved or under construction and 

319,000sqm is mooted.  
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Table 5.1 – Commercial Office Supply Pipeline Sydney CBD 

Source:  Colliers International, PCA OMR Jan 2014, Cordell’s Connect  
Note:  *net increase in floorspace 

Project Name Project Address Location Status 
New Build/ 

Vacant 
Refurbishment/ 

Backfill 
Year 

70 Phillip Street 56-70 Phillip Street City Core Under Construction   5,370 2014 

Red Cross House 
153-159 Clarence 

Street 
Western 
Corridor 

Under Construction   12,000 2014 

Commonwealth 
Bank Building 

48-50 Martin Place City Core Under Construction   19,500 2014 

  MLC Centre City Core Under Construction   20,000 2014 

TransGrid 180 Thomas Street Southern Under Construction 14,000   2014 

Money Box Building 
5 Martin Place (120 

Pitt Street) 
City Core Under Construction 31,000   2015+ 

  20 Martin Place City Core DA Approved   16,000 2015+ 

  
Central Park 

(Frasers) 
Southern Under Construction 20,000   2015+ 

  
Barangaroo (T2 & 

T3) 
Western 
Corridor 

Under Construction 166,500   2015+ 

200 George Street 190-200 George St City Core Under Construction 38,500   2016+ 

333 George Street 
331-333 George 

Street 
City Core Under Construction 14,000   2016+ 

  Barangaroo (T1) 
Western 
Corridor 

Under Construction 101,000   2017+ 

  Young & Loftus City Core Mooted 37,698   2017+ 

  
182 George Street & 

33-35 Pitt Street 
City Core Mooted 40,000   2017+ 

  151 Clarence Street City Core DA Approved 20,000   2017+ 

1 Richard Johnson 
Square 

33-35 Bligh St City Core DA Approved 24,000   2017+ 

AMP Circular Quay 50 Bridge Street City Core Mooted 70,000   2018+ 

City One 1 Carrington Street City Core DA Lodged 60,000   2019+ 

Darling Harbour 
Live 

Darling Harbour 
Western 
Corridor 

Under Construction 15,000   2019+ 

  60 Martin Place City Core Mooted   16,000 2019+ 

The Ribbon 31 Wheat Road 
Western 
Corridor 

Mooted 55,000   2019+ 

  
210-220 George 

Street 
City Core Mooted 40,000   2019+ 

Total    746,698 88,870  
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Figure 5.1 – Commercial Office Supply Pipeline Sydney CBD 

 

 

Table 5.2 depicts developments in the pipeline of which we are aware in the North Sydney Precinct. Of the 

DA approved schemes only 177 Pacific Highway is committed due to a pre-lease to Leighton’s. The other 

two schemes are dependent upon significant pre-commitments being made which is uncertain at this point. 

 
Table 5.2 – Commercial Office Supply Pipeline North Sydney Precinct 

Source:  Colliers International, PCA OMR Jan 2014, Cordell’s Connect  

 

Residential Development 
 

Residential sales prices in Sydney are at record highs and demand has been particularly strong within the 

CBD, exacerbated by a historic lack of residential supply within it. This has led to strong demand for 

residential development sites in the CBD and pressure for residential conversions for older commercial 

stock. 

 

Project Name Project Address Status 
New Build/ 

Vacant 
Refurbishment/ 

Backfill 
Year 

ACU Extension 8-10 Berry Street Construction 2,472 n/a 2014 

Norberry Terrace 177-199 Pacific Highway DA Approved 39,383 n/a 2016+ 

100 Mount Street 100 Mount Street DA Approved 40,100 n/a Mooted 

Shopping World Site 1 Denison DA Approved 45,720 n/a Mooted 

      127,675    



 

29 

 

City of Sydney Council reduced the maximum allowable floorspace ratios for new residential development 

north of King Street in the Sydney Local Environmental Plan 2012 (i.e. the City Core). This suggests that, 

going forward, new residential development will gravitate south to Midtown and the Southern CBD. 

Although demand for residential opportunities is strong, SEPP65 requirements restrict the potential for 

residential conversion on some older commercial stock. 

 

Figure 5.3 shows recent sales of sites in the CBD with approvals for commercial to residential conversions. 

In total some 161,000sqm of commercial floorspace will be withdrawn to facilitate new residential 

development. 
 
Table 5.3 – Sydney CBD Commercial to Residential Conversion Approvals 

Source: Colliers International (2014) 

 

Conversions are located in fringe areas and typically comprise secondary grade assets on corner sites with 

good views of the harbour, Hyde Park or the CBD. A snapshot of the location of some of the major 

conversions is provided in Figure 5.3. 

 

 

 

 

 

 

 

Address 
Commercial 

NLA 
Timing Purchaser / Owner 

379-385 George St & 38-48 York St 11,317 1-3 years Fife Capital 

161-165 Clarence St & 304 Kent St 5,399 1-3 years Crown Group Holdings 

286 Sussex St 6,152 1-3 years Ausbao 

Sydney Water (115 Bathurst & 339 Pitt St) 28,643 1-3 years Greenland Holdings Group 

9-25 Commonwealth St 2,654 1-3 years Private Investor 

71 Macquarie Street 9,447 2-5 years Mivac & AMP Capital 

227 Elizabeth St 17,254 2-5 years Far East 

130 Elizabeth St 9,839 2-5 years CBUS 

19 Pitt St 5,561 2-5 years Chinese Investor 

54-58 Park St 19,128 2-5 years Far East 

495 Harris St (Tabcorp) 10,125 2-5 years TBC 

119 Kippax St 6,752 2-5 years Cornerstone Properties NSW 

59 Goulburn St 19,522 n/a Roxy Pacific 

570 George St 19,247 n/a Far East 

Total 161,039   

EARMARKED 

175 Liverpool St 49,583 n/a GIC 

Goldfields House (1 Alfred St) 24,214 2-5 years Valad/ Blackstone 

338 Pitt St 18,580 n/a AMP 

299 Elizabeth St 5,943 n/a Burcher 
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Figure 5.3 – Snapshot of Commercial to Residential Conversion Sites 

 
Source: Colliers International (2014) 

 

The following table provides a summary of sales of major CBD sites that may be suitable residential uses 

since 2012. In total these sites could deliver over 1,900 units based on Colliers’ yield estimates. 

 
Table 5.4 – Sydney CBD Site Sales Potentially Suitable for Residential 

Source: Colliers International (2014) 

 

Address 
Sale 
Date 

Price 
Site 

Area 
Est Max GFA 

Est. 
Units 

DA Approval at Sale? 

161 Clarence St Mar-12 $28m 1,441 15,851 200  Commercial 

333 Kent St Apr-12 $47.75m 1,518 16,698 177  

11-15 Alberta St Sept-12 $11.55m 338 3,492 50  Residential 

115 Bathurst St / 339 Pitt St Mar-13 $82.5m 1,969 41,194 400  Residential 

9-25 Commonwealth St Jun-13 $20.1m 792 11,088 117  

130 Elizabeth St  Jul-13 $59m 973 13,622 144  

50 Margaret St Aug-13 $66.75m 877 -  -  

430-450 Pitt St Nov-13 $36.9m 1,200 12,000 127  

286 Sussex St Dec-13 $55m 1,337 14,707 156  

227 Elizabeth St Dec-13 $143m 1,525 21,350 226  

19 Pitt St Feb-14 $55m 911 11,914 (total) 60  Residential and Commercial 

50 Park St Feb-14 $127m 2,057 22,627 256  
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With regard to the North Sydney market, recent activity has seen secondary grade buildings withdrawn 

from stock and converted to residential uses e.g. 80 Alfred Street in North Sydney. 

5.2 Years of Supply Assessment 

Methodology 
 
To determine the years of commercial office supply, Colliers has: 
 

 Derived commercial floorspace growth over the last decade and calculated the worker per sqm ratio; 

 Estimated future commercial floorspace demand to 2023 by applying refined worker ratios to the 

latest Deloitte Access Economics Employment Forecasts. Refined worker ratios reflect tenancies 

occupying less commercial floorspace due to changing working practices; 

 Compared demand to pipeline supply to determine how long it will take before current demand 

expectations are exceeded. 

 
Sydney CBD 
 

The analysis of years of commercial office supply for Sydney CBD is shown in Table 5.5. 
  
Table 5.5 – Sydney CBD Commercial Office Years of Supply Assessment 

Source:  Colliers International (2014) 
Note:  ^ Ratio of 1 worker per 12sqm floorspace assumed for new commercial office development post-2014 

reflective of market trends 

 

Based on our assessment if all pipeline supply in the CBD eventuates, Sydney would have sufficient 

capacity to meet projected demand over the next 9 years plus a further 2.4 years i.e. over 11 year supply. 

Some of this supply is only mooted and floorspace indicative at this stage. Considering only floorspace 

which is already permitted or under construction (excluding mooted floorspace) Sydney CBD has sufficient 

capacity to meet the next 7 years supply.  

 

2004-2014 

Floorspace (sqm) 554,215   

Employment            21,594    

Worker Ratio              25.7    

2014-2023  

Floorspace 660,000   

Employment^            55,280    

Average new build size            70,000    

No. of Buildings                      9    

Upcoming Supply   

Total (DA approved, u/c & mooted) 835,568   

Total (DA approved & u/c only)  516,870 

   Shortfall/Over Supply 

Floorspace +175,568 -143,130 

  Years of Supply Above 9 Years 

Floorspace +2.4 -2.0 
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This projection accounts for new and known refurbished supply only. At 1st January 2014 Property Council 

of Australia data indicates that there was some 374,000sqm of vacant commercial floorspace in the CBD. 

This would be capable of accommodating a further 5 years growth if it were all reoccupied. Notwithstanding 

this, stock withdrawals and the need for refurbishment will reduce the quantum of commercial vacancies 

capable of absorbing market demand going forward. 

 

North Sydney 

 

The North Sydney market is projected to experience moderate employment growth to 2023 of 4,100 

additional jobs. In the context of pipeline supply outlined in Table 5.1 North Sydney can accommodate 

between 15 years (excluding mooted development) and 23 years supply (including mooted development).  

5.3 Secondary Stock and Potential Redevelopment Sites 

Potential secondary stock and redevelopment sites to accommodate office demand in Sydney CBD are 

considered below. 
 
Short Term (up to 3 years) 

 

Short term supply in Sydney CBD indicated in Table 5.1. Supply is heavily focused on large floorplate 

commercial uses, reflecting the need for development to attain pre-commitments to ensure that it can 

proceed. However, in the order of 65% of commercial tenancies in Sydney CBD occupy less than 800sqm. 

As such, there is a need to plan for some smaller tenancies which appeal to the majority of the market, or 

at least ensure that large floorplates can be sub-divided to capture this demand. 

 

The commercial office market in the Sydney CBD is currently fairly weak due to a general lack of demand. 

Vacancy levels for premium floorspace are fairly high necessitating high rental levels. Demand is strongest 

for B-grade stock as tenants are seeking value for money. This market position will change over time, but 

given the size of the vacant stock and the implications of Barangaroo and the need for backfilling, existing 

development and vacancy is deemed to be more than sufficient to accommodate short term demand. 

 
Medium Term (up to 10 years) 
 

Medium term supply which is planned, permitted or mooted is indicated in Table 5.1. The major 

opportunities in the medium term are focused around Barangaroo and Circular Quay. There is potential for 

further supply additions in the City Core to eventuate over the next decade, depending upon the market. At 

present the value of the buildings exceeds the value of land making site assembly difficult but over time this 

will change as the market fluctuates. 

 

Outside of the CBD, the Australian Technology Park presents a good opportunity to meet demand in the 

medium term. Ultimately the ATP is deemed to have sufficient capacity to accommodate a total of 

222,486sqm of gross floorspace1 less than half of which has so far been developed. 

                                                      
1 Source: Australian Technology Park 
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In the medium term, opportunities for significant supply additions in North Sydney are considered to be 

limited. This market is highly constrained and has already witnessed commercial stock withdrawals to meet 

demand for residential uses. Pipeline commercial office supply analysis indicates that the few commercial 

developments in the planning pipeline will be more than sufficient to meet limited forecast demand growth 

in the medium to long term but may not eventuate due to a lack of pre-commitments. As such we do not 

envisage any additional major sites coming forward for commercial office development in North Sydney in 

the medium to long term if market conditions persist and forecast demand eventuates. 

 

Metropolitan market opportunities to absorb this demand are limited. The Lower North Shore markets 

(North Sydney, Chatswood, St Leonards) are constrained and are transitioning towards residential and 

associated uses. The Sydney Olympic Park and Rhodes and North markets are fairly strong but may have 

limited capacity to expand given pressure for residential development as an alternative. South Sydney has 

lots of expansion potential but is also moving towards a residential focus. This dynamic is also influencing 

the North Ryde market and future expansion potential is uncertain. 

 

Parramatta and Norwest have the strongest potential to absorb commercial office demand in the medium 

term, outside of the Sydney CBD. This reflects their capacity to expand or intensify commercial uses and 

given that they will benefit from significant infrastructure investment. 

 
Long Term (> 10 years) 
 

In the longer term, sites for large-scale commercial office expansion in Sydney CBD are considered to be 

constrained. In the City Core and Western Corridor pipeline commercial office development will have been 

completed and there are few obvious large scale development sites apparent. Due to high land costs site 

amalgamations will be challenging. Whilst we expect some supply growth to be realised, through 

refurbishment of older stock and small development sites, large-scale additions to meet a significant 

proportion of future demand are restricted. 

 

We expect the character of the Midtown/ Southern area to evolve over the next 10 years to accommodate a 

greater mix of uses and a strong component of residential. As this area develops we expect residential 

uses to dominate the new development at the expense of new commercial development. With respect to 

the Chinatown Area, given the highly fragmented and private nature of land ownership, the longer-term 

perspective of owners and the high level of retail rents currently achieved, we do not consider this a 

realistic prospect for commercial office uses beyond 10 years. Notwithstanding this, Central Station offers 

the greatest opportunity to meet long term commercial office demand in Sydney CBD. 

 

Options to accommodate large scale commercial office additions to the Sydney CBD could include: 
 

 Central Station – Development of the airspace above Central Station has been mooted. Undoubtedly 

this is an excellent location for development in terms of location and has the potential to deliver a 

sizeable quantum of floorspace. Development of the site will be challenging to deliver in the context of 

the active nature of the site, but would represent a far cheaper option to facilitate future commercial 

development than other sites nearby given that it is government owned and would not require 

amalgamation; 

 Pyrmont/ Ultimo – This area abuts the Western Corridor to the west and currently comprises a 

mixture of low-rise commercial office uses. There are some large sites which could be suitable for 

redevelopment in the long term. It is some distance from the core commercial submarkets in the CBD 

even with the expanding of the core into the Western Corridor; 
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 Surry Hills – This area is situated to the east of Central Station and comprises a mix of warehousing, 

residential, retail and commercial office uses. Given that land is more affordable in this area there 

may be some potential for site amalgamation and redevelopment to accommodate commercial office 

development although this is likely to make only a modest contribution to meeting future demand. 

5.4 Implications 

Some of the barriers and risks identified by Colliers, based on the analysis set out above, for Sydney 

maintaining/ enhancing its role as a globally competitive city in the context of commercial uses are: 

 

 Residential highest and best use – Strong demand for residential units in Sydney CBD has increased 

demand for residential development sites and conversion opportunities over the last year adversely 

affecting the commercial property market. This situation is expected to continue in the short to 

medium term. Given the lack of residential dwellings in the CBD compared to other capital cities in 

Australia, we believe there is some way to go before demand for residential sites in Sydney begins to 

moderate; 

 Lack of development sites – In the long term Central Station could potentially accommodate a sizable 

amount of future commercial office but without this site there are no other obvious options for the 

CBD to meet projected long-term demand. Lack of large scale supply options would constrain the 

economic development and competitiveness of Sydney CBD; 

 Pedestrian and public transport accessibility – Accessibility on foot and by public transport within the 

Sydney CBD is variable. George Street is congested and walking between different parts of the CBD, 

from the City Core to Darling Harbour, for example, are relatively lengthy and subject to poor amenity. 

 
 
Potential actions government could consider to mitigate risk include: 
 

 Undertake initial investigations regarding the feasibility of developing the airspace above Central 

Station for commercial office and/ or other uses; 

 Explore other opportunities to meet long-term commercial office demand if Central Station does not 

eventuate. This could include investigating the feasibility of site amalgamations and development in 

Ultimo/ Pyrmont and the redevelopment of government held assets within the CBD; 

 Seek to influence residential development within Sydney CBD through land use zonings and FSR 

restrictions. Identify and safeguarding suitable land for future commercial office developments rather 

than residential development. Parts of the City Core and Western markets could be preserved from 

commercial uses, comparable to the approach applied in Parramatta CBD;  

 Pursue measures to enhance public transport and pedestrian movement around the CBD and 

connectivity between different precincts as a priority. The planned pedestrianisation of George Street, 

the light rail scheme and the new pedestrian link from Wynyard rail station to Barangaroo will assist;  

 Identify and safeguard suitable land for future commercial office developments rather than residential 

development; and 

 Explore the potential capacity for metropolitan markets to meet future demand. Infrastructure 

investment and the expansion of Sydney via the North West and South West Growth Centres could 

create opportunities to create new, well connected commercial office markets if existing metropolitan 

markets cannot accommodate anticipated demand growth in these markets. 
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