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Key Takeaways

Competitive Vacancy
Vacancy in the City Fringe and Inner East is estimated at 16.2% and 13.9%,
respectively.

Limited supply, strong leasing activity
Supply levels are subdued across the metro market, with strong
leasing levels in recently completed backfill stock.

Demand high for small, fitted spaces
3 Occupier demand levels in the metro market are highest for <1000sqm and

fitted spaces.

High overlap between CBD and fringe enquiries
Occupiers seeking CBD space are increasingly considering Fringe Options,
with 45% of CBD enquiries also willing to occupy Fringe space.

Rent increases and vacancy declines expected

Strong demand from Macroeconomic factors and limited Premium supply is
expected to improve fundamentals across premium metro office assets.
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Resilience in Melbourne’s metro as vacancy levels are lower than CBD markets

CBRE Research conducted a detailed analysis of over 330 office buildings across
Melbourne’s City Fringe and Inner East precincts.

Our findings indicate the overall vacancy in the City Fringe and Inner East remain
subdued at 16.2% and 13.9% respectively.

Melbourne’s metro market has shown signs of resilience despite the headwinds
experienced across Melbourne’s office market. CBRE Research Vacancy levels are
currently below that of the CBD and other major fringe locations of Southbank and
St Kilda Road.

Our findings highlight that leasing demand remains healthy in these precincts,
driven by affordability and strong amenity offerings.

Figure 1: Vacancy by precinct
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Figure 2: Office stock (NLA) by precinct
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Vacancy differentials driven by
bifurcated fundamentals between
metro suburbs

Across Melbourne’s metro market, vacancy rates differ largely based on
localised fundamentals within precincts. CBRE Research believes vacancy
differentials are based primarily on supply differentials between suburbs.

Figure 3: Vacancy breakdown by key suburbs and precinct
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Figure 4: Map of CBRE Defined Metro Precincts
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Premium fringe completions see significant leasing activity

Figure 6: Major City Fringe developments, historical and future
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Limited major developments anticipated in Melbourne’s Inner East

Figure 8: Major Inner East developments, historical and future
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Figure 9: Key metro supply statistics

Figure 10: Map of Major Metro Office Developments

(@] 2-50 Elizabeth St, Kensington

101,200sgm

Kew

(@] 88 Laurens St, North Melbourne
Langridge St, Collingwood [@X®] 116 Rokeby St, Collingwood

In recent major office completions
ata

80%

average leased rate

=

South
Melbourne

115,000sgm

In major office developments
under construction

105,000sgm

In major office developments in

) @ Completed
planning

@8 Under Construction

2

Source: CBRE Research

@8 Development Application

31-53 Cremorne St, Cremorne Oo 6 Fitzgibbon St, Cremorne

36 Wellington St, Collingwood Oo 40-50 Rokeby St, Collingwood

CBD

(@] 8 Redfern Rd, Hawthorn East |7160sqm
(@] 141 Campberwell Rd, Hawthorn East

(@] 480 Swan St, Richmond
(@) 11 Eastern Rd, South Melbourne

(@] 627 Chapel St, South Yarra
(@] 495 Toorak Rd, Toorak

(@] 17 Cato St, Hawthorn East 1

Prahran

Ashburton
St Kilda

Caulfield

1Middle Rd, Chadstone [®)

7 CBRE RESEARCH

© 2024 CBRE, INC.



Intelligent Investment

Resilience in Melbourne’s Metro Office Market

Melbourne’s future of work has shifted leasing demand preferences

Figure 11: Percentage of <1000sgm enquiries in City Fringe & Inner East
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Figure 12: Fitted enquiry volume and percentage in Fringe & Inner East
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City Fringe desirability increases among CBD focused tenants

CBRE Research data suggests a significant overlap in demand
exists between CBD and Fringe tenants. Over 2023, 45% of
CBD enquiries also included a preference for Fringe locations.
This overlap has been trending upwards since 2019 amidst an
improvement in the office offerings available in the precinct.

In Melbourne’s Inner East, enquiry volumes have rapidly
increased over the last four years, with a +27% year-on-year
improvement over 2023.

Occupiers interested in the Inner East precinct traditionally
were focused solely on Hawthorn. However, occupier interest
has grown to encompass both Camberwell and Kew as new
developments emerged in these suburbs.

45%

Vv — of CBD enquiries in 2023 also included
the City Fringe as a preferred location.

Figure 13: Percentage of CBD enquiries that also included City Fringe as a preferred location by year
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Strong
macroeconomic
factors elevating

demand...

o0t
CON
Elevated migration levels

CBRE Research expects significant office
demand driven by 1.135m in net overseas
migration over FY23-25.

For Melbourne, we estimate ¢.275,000 in net
migrants will add approximately 500,000sgm in
migration-related in office demand across the
state.

$93B infrastructure pipeline

With approximately $93 billion in road & rail
infrastructure currently under construction
across the state, accessibility to Metro
Locations will increase over the decade.

CBRE Research expects accessibility increases
to improve office demand through encouraging
relocation decisions for non-metro tenants.

..With a limited
supply pipeline &
high local amenity
in key suburbs...

L

Limited supply anticipated

Future Supply across Metro Melbourne is
currently limited. With just over 100,000sgm
currently under construction across the City
Fringe and Inner East.

Strong pre-commitment levels in back-fill assets
underpin the confidence developers currently
have in these precincts.

_J
Unique amenity offerings

Developments across both the City Fringe and
Inner East are taking advantage of the
abundance of amenity on offer in these metro
suburbs.

Occupiers are seeking strong amenity assets
and locations to encourage office attendance in
the current future of work environment.

..Is expected to
decline vacancy &
Increase rents
across the metro.

LEASED

1

Declining vacancy

CBRE Research expects strong leasing activity to
continue throughout 2024, primarily in new and
prime assets and locations.

With strong amenity local offerings across all
buildings, occupiers are expected to continue to
demand space in both precincts as a way to
encourage office attendance.

o!

Rising rents

New and premium developments across both
precincts are expected to apply upward
pressure on rents to achieve economic
feasibility.

CBRE Research expects existing developments
will also benefit, seeing moderate rental growth
over the coming years.

Figure 16: Net overseas migration by year
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