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secondary grade industrial property in 
brisbane: trends and future predictions

Steady as she goes....then up, 
up and away

Brisbane’s industrial market has 
traditionally been led by an economy 
dominated by small businesses servicing 
the domestic market. In the early 2000s 
the market had experienced very little 
growth in rents and or capital values. 
The average secondary grade rent 
across Brisbane in June 2004 was $53 
per square metre.  It was not until the 
mid 2000’s when the state economy 
grew, interstate migration boomed and 
unemployment levels fell below 4% that 
the demand for industrial property grew. 
In addition, major improvements to 
Brisbane’s Port and other infrastructure 
along with the affordability for industrial 
product compared to other States 
contributed to the attractiveness of 
Brisbane’s industrial property. At this 
point in time the State government had 
yet to release or plan future industrial 
land for development which led to 
many investors speculating future price 
movements. A flurry of activity took 
place with values escalating and yields 
tightening for both prime and secondary 
grade industrial assets.

By mid 2008 the average secondary 
grade net face rent had reached $95 per 
square metre, secondary grade capital 
values were on average $1,200 per 
square metre and the average secondary 
yield was sub 8% with a differential of 
only 25 basis points to the prime grade 
market. It was clear that the market had 
reached an unsustainable level and this 
along with rising construction costs and 
a slowdown in the mining sector would 
lead to new challenges for the sector.

Challenges Ahead

From the late 2000’s the secondary grade market was impacted by a number of 
circumstances not limited to economic challenges.

Firstly, a slowdown in the mining/resource sector from 2010 saw many companies 
servicing the sector look to contract and or moot their operations resulting in a slowing 
in the take up of industrial space.

Secondly, the Brisbane 2011 floods severely impacted many secondary grade industrial 
properties located in Brisbane’s South / South West.  The majority of flooded properties 
were located in the suburbs of Archerfield, Coopers Plains, Rocklea, Salisbury, Sumner 
Park and the Ipswich Region which all have a significant supply of secondary grade 
assets. A previous Savills white paper investigating the impact of the floods showed that 
leasing activity (sq m) for properties located in this region fell 73% in 2011 compared to 
24% to the greater Brisbane region. This saw many of these properties remain vacant 
and consequently difficult to lease for a significant period.

Thirdly, an economic slowdown from 2012 saw many   businesses focus on improving 
their efficiencies and consequently consolidating their operations moving from 
secondary grade facilities to more efficient modern office accommodation. In addition, 
structural changes to the economy which saw cheaper labour costs overseas and 
rising Australian dollar led to many manufacturing operations either face closure and or 
outsource their operations overseas. All circumstances listed above have led to a glut 
of secondary grade product on the market over the last few years which resulted in 
dormant leasing activity and rents falling from 2012 onwards.
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The graph below shows preference overall for prime grade product with leasing activity 
in the sector increasing from 551,775 square metres (June 2007 to June 2009) to 
697,114 square metres (June 2012 to June 2014).  In comparison leasing activity (sq m) 
declined over the same period for secondary grade stock from 303,425 square metres 
to 253,323 square metres.

The significant level of prime grade stock leased over the study period was due to a 
significant number of pre-commitment deals taking place for new modern warehouse 
accommodation. Some of these included:

Brisbane Industrial by Grade Leasing Activity  
(sq m June 2007 to June 2014)

Source: Savills Research

preference for prime grade

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

Prime Secondary 

June 2007 - June 2009 June 2012 - June 2014

 Â Bunnings

 Â Toll

 Â Ceva Logistics

 Â Silk Logistics 

 Â DB Schenker

 Â Northline

 Â Super Retail Group

Many of the above companies moved from a secondary grade industrial asset to new 
modern industrial premises.  Consolidating operations was also a requirement by some 
of the firms and in doing so improving their cost efficiencies.  The competitive nature of 
the pre-commitment market also offered tenants rental rates that might well be below 
rental rates for existing stock. 
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secondary grade rents 
fall across all sectors

In line with a glut of secondary grade stock available for lease across Brisbane, 
secondary grade rents fell on average 8.5 percent from the period June 2007 to June 
2009 to June 2012 to June 2014. The below table shows the average rent paid for 
secondary grade warehouses by industry sector over the two periods. Service related 
companies such as those working in IT and Technology in general were prepared to 
pay a higher rent than other industries where differentiation of product was more difficult 
such as manufacturing and transport and logistics. All sectors paid a lower average net 
face rent for their accommodation in the June 2012 to June 2014 period than the two 
years prior. The biggest fall occurred in the construction mining and agriculture sector 
with the average net face rent falling 13 percent.

Secondary Grade Warehouse 
Average Net Face Rents ($/ sq m) by Industry Sector

Sector June 2007 to 
June 2009

June 2012 to 
June 2014

% Change

Cons, Mining & Agriculture 93 81 -13%

Government na 89 -

Health / Community Services / Education 90 85 -6%

IT & Technology 103 95 -8%

Manufacturing / Engineering 89 83 -7%

Property & Bus Services 88 83 -6%

Transport & Logistics 86 78 -9%

Wholesale 95 85 -11%

Source: Savills Research
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When analysing leasing activity by 
industry sector over the period June 2007 
to June 2009 versus June 2012 to June 
2014 it became apparent that certain 
sectors activity declined significantly over 
the period. As shown by the adjacent 
table manufacturing / engineering 
represented 38% of secondary grade 
leasing activity in the June 2007 to June 
2009 period compared to only 16% 
during June 2012 to June 2014.

Deloitte Access Economics forecasts 
show many industry sectors struggling 
at present particularly traditional 
manufacturing. Cheaper labour costs 
overseas, a high Australian dollar and 
increased energy costs have impacted 
severely on the manufacturing and parts 
of the building sectors. This primarily 
raises concern for manufacturing 
industries where plant/ equipment and 
building are reaching the end of their 
economic life. Consequently bottom line 
pressure has encouraged more efficient 
use of land and rationalisation/ disposal 
of excess land and buildings – e.g. Boral 
(41ha), CSR (7ha). In other instances 
companies have shut their operations 
altogether. A good example of this was 
Alstrom which closed its operations in 
late 2013 at 35 Evans Road, Rocklea 
with directors blaming a high Australian 
dollar and a weak market on the forced 
closure. In summary a trend away from 
manufacturing towards warehousing has 
escalated building obsolescence in the 
secondary market.

Despite the manufacturing sector’s struggle it still managed to contribute 41,372 square 
metres of the 253,323 square metre of leasing activity for the period June 2012 to June 
2014. The table below illustrates the breakdown of leasing activity for secondary grade 
space by industry sector for the two periods June 2007 to June 2009 and June 2012 
and June 2014. The transport and logistics sector was the largest contributor in the 
June 2012 to June 2014 period securing the title from the manufacturing / engineering 
sector who held the position in the June 2007 to June 2009 period.

Surprisingly the construction, mining and agriculture sector increased its share of 
leasing activity over the two periods from 19,946 square metres in June 2007 to June 
2009 to 50,734 square metres in June 2012 to June 2014.  This was led mostly by 
construction companies riding off the back of the more recent residential boom over 
the last 12 months.

manufacturing woes add to secondary 
grade’s struggle

Secondary Grade Warehouse 
Average Net Face Rents ($/ sq m) by Industry Sector

Sector June 2007 to June 
2009

June 2012 to June 
2014

Cons, Mining & Agriculture 7%  19,946 20%  50,734 

Government 0%  -   2%  4,476 

Health / Community Services / Education 1%  2,608 2%  4,287 

IT & Technology 2%  6,665 1%  3,000 

Manufacturing / Engineering 38%  116,607 16%  41,372 

Property & Bus Services 4%  12,919 5%  13,020 

Transport & Logistics 30%  92,172 37%  92,708 

Wholesale 17%  52,508 17%  43,726 

Total Space (sq m) 100% 303,425 100% 253,323

Source: Savills Research

So will investors be willing to take the 
risk and purchase secondary grade 

assets?? ?

?? ??
?



August 2014

savills.com.au/industrial   |   9

appetite for higher risk assets to 
emerge

The below graph shows the number of secondary grade industrial sales by price point 
for the two periods June 2007 to June 2009 and June 2012 to June 2014. A greater 
number of sales took place for those secondary grade assets priced under $6 million in 
the June 2012 to June 2014 period compared to June 2007 to June 2009. 

$1,020
$1,030
$1,040
$1,050
$1,060
$1,070
$1,080
$1,090
$1,100
$1,110
$1,120

$0.00

$50.00

$100.00

$150.00

$200.00

$250.00

$300.00

$350.00

$400.00

Jun-07 to Jun-09J un-12 to Jun-14

$ Value (mil) $/sq m (RHS)

Brisbane Industrial Property Secondary Grade Asset Sales  
($m & $/ sqm) June 2007 - June 2014

Source: Savills Research

Brisbane Industrial Property Secondary Grade Assets  
($vol / price point) June 2007 - June 2014

Source: Savills Research

The wholesale and retail sector has 
consistently taken significant secondary 
grade space over the last seven years 
contributing 52,508 square metres in 
June 2008 to June 2009 and 43,726 
square metres in the June 2012 to June 
2014 period. This level  of activity wasn’t 
constrained to the secondary grade 
space with the respective wholesale / 
retail leasing figures for premium grade 
also representing a significant proportion 
of total leasing square metres. Overall, 
wholesalers are driven by location 
for distribution whereas retailers will 
be heavily influenced by price and 
accessibility to the public. The former 
was more heavily represented within the 
secondary grade market. 

Despite softening market conditions, 
privates, funds and institutions hunger 
for higher risk secondary grade assets 
with data showing the number of 
transactions and dollar volume of sales 
increasing 86% in recent years. As 
shown by the adjacent graph $191.35 
million worth of secondary grade (built 
form) industrial assets sold across 26 
sales during the period June 2007 to 
June 2009. These sales represented 
a rate per square metre of $1,107.  By 
June 2012 to June 2014 however there 
were $355.75 million sales across 47 
sales. The rate per square metre had 
however fallen to $1,054.
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private investors likely to 
shift focus to higher risk 
assets

Chart 1 below shows the large amount of activity undertaken by private investors in 
June 2007 to June 2009 representing 55 percent of all transactions. During this time 
there was a strong market for tenants and investors who were keen to take advantage 
of the market conditions. More recently however private investors’ share has fallen but 
still comprises a significant 41 percent of the market. Of more significance however is 
the entry by funds, trust and syndicates who are now cashed up and selecting better 
quality secondary grade assets which offer significant spread between yields and cash 
rates. Looking forward, low interest rate environment, attractive yields and greater 
appetite for risk should see a variety of players actively pursue quality secondary grade 
accommodation over the coming year. 

Chart 1: Brisbane Industrial 
Property Secondary Grade Asset 
($ volume) Sales June 2007 - 
June 2009

Chart 2: Brisbane Industrial 
Property Secondary Grade Asset 
($ volume) Sales June 2012 - 
June 2014

Source: Savills Research
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So given this, what is the future of 
secondary grade assets?? ?

?

??
?

?
? ??
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price a driving factor but ultimately 
dependent on industry sector

There are various reasons why a tenant 
may choose a secondary grade asset 
over a prime grade asset. This may 
include but not limited to one of the 
below criteria: 

 Â Price (the most important factor at 
the moment)

 Â Physical attributes

 Â Location

 Â Surrounding amenity and 
employment node 

 Â Availability

The importance of the criteria is usually in 
a constant flux and influenced by internal 
factors such as a company’s business 
strategy and or macro influences 
such as economic conditions. During 
a boom a tenant may have only a few 
limited options. However as economic 
conditions soften more factors / drivers 
may come into play of which almost 
usually price plays a major part.

A recent survey on tenant requirements 
for secondary grade warehousing 
conducted by Savills has revealed that 
once a particular location has been 
decided price / incentive is overall one of 
the most important criteria when selecting 
a new warehouse. Consequently, given 
the current market conditions owners 
of secondary grade assets will need 
to be competitive in terms of their 
rental options. The decision process in 
most circumstances appeared to be 
firstly selection of a location which was 
usually driven by industry / business 
requirements such as proximity to the 
Brisbane Airport and or Port or access to 
major arterial roads and or highways and 
thereafter price was the most important 
criteria. 

Secondary Grade Warehouse  
Average Net Face Rents ($/ sq m) 
by Industry Sector

Industry Sector Occupancy  
Cost (%)

Builders 4.16%

Transport Road 
Operators

2.20%

Cabinet Makers 3.81%

Motor Mechanics 4.03%

Auto Electricians 4.39%

Smash Repairers 3.62%

Metal Fabrication and 
Engineering

2.95%

Health Care 4.64%

Source: Savills Research

Secondary Grade Warehouse Accommodation and  
Average Net Face Rent Paid

Sector June 2007 to 
June 2009

June 2012 to 
June 2014

% Change

Cons, Mining & Agriculture 93 81 -13%

Government na 89 -

Health / Community Services / Education 90 85 -6%

IT & Technology 103 95 -8%

Manufacturing / Engineering 89 83 -7%

Property & Bus Services 88 83 -6%

Transport & Logistics 86 78 -9%

Wholesale 95 85 -11%

Source: Savills Research

Some companies are more flexible (price 
elastic) with the rent they are prepared 
to pay for a secondary grade warehouse 
than others (price inelastic). The 
adjacent table shows the percentage 
that certain sectors are willing to spend 
as a proportion of their total income on 
occupancy cost. As can be seen by the 
table below, the transport and logistics 
sector along with metal fabrication and 
engineering proportioned less of their 
total income to occupancy costs than 
other sectors such as motor mechanics 
and auto electricians. This is also 
demonstrated in the table adjacent 
which shows the average net face rent 
paid by different industry sectors since 
June 2009. More specialised sectors 
or service orientated companies paid 
a premium over those industry sectors 
which were unable to differentiate their 
end product.
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Not surprisingly specialised industry sectors such as design led companies and or specialist manufactures were more specific 
regarding their warehousing requirements and rated physical attributes such as number of gantry cranes, height, 3-phase power as 
equal importance if not more so than price.  Those older style manufacturing facilities which meet height requirements may therefore 
still have a place within the market if upgraded to meet today’s technological requirements.

A good example of this, Flanders, a specialist in the design / manufacture of motors recently took secondary grade warehousing 
space at 54 Archerfield Road, Richlands. Flanders was willing to pay a premium for a secondary grade facility that could meet its 
specific requirements. The general manager of Flanders was quoted as saying “So it’s got all the large equipment we need such as 
the overhead cranes, machine lathes, test running facilities and bake ovens. “Also it’s in a large industrial area where there is already 
a lot of support business for us”. The lease details included a 3,350 square metre facility taken over a 5 year lease term with five year 
option for a net rate of $112 per square metre.

Fit-Out may Drive Final Decision

Although fit-out was mostly listed as an important criteria in most instances the survey suggested it was second to price and location. 
A fit-out may however assist in situations where there are several options on offer in the same location with similar price offerings. An 
example of this can be seen when a more dated facility at unit 6, 919-925 Nudgee Road, Banyo was leased to Action Mechanical over 
five years for $80 per square metre for 2,544 square metres. A significant fit out and refurbishment was conducted on the facility along 
with a significant incentive which attracted the tenants to the site. Prior to this the facility had been vacant for close to 18 months. The 
above successfully completed deal reinforces the important of the fit-out.

Overall a bright future can be achieved for a secondary grade warehouse if appropriately marketed to meet tenant requirements.

Landlords should also respond to current market conditions and understand incentives will be required to attract tenants in todays 
economic environment.

transport and logistics, wholesale /  
retail and construction mining likely to 
dominate
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survey – owner of a secondary grade 
industrial asset in brisbane

Owner Name:   ___________________________________________________

Property Address:  ___________________________________________________

Time of Tenure:  ___________________________________________________

1. What was the reason purpose of the purchase?

2. Was the purchase based upon a set return? Did you have a target in mind and did you achieve it.

3. Was the property tenanted when purchased?

4. What industry does the tenant / tenants operate in? 

5. If not tenanted were you seeking a particular type of tenant

6. Is your property built specifically to cater for a particular tenant?

7. Leasing strategies employed for example would you prefer to achieve a high rent and short term or low rent and long term  
 lease?

8. Was there any difficulty in retaining tenants

9. Has there been a situation where tenant has decided to move /leave?

 a. What was the driver for the move 

 b. What incentive was given to the tenant to remain

10. What have been some of the major challenges faced during life of property

11. How was the problem/issue addressed

12. What part does maintenance play in the overall cost of the property

13. Has any refurbishment been carried out on the property since its inception

14. If No have you ever considered refurbishing your property

 a. Consider the idea – why / why not

 b. Calculated the cost 

 c. What was the motivation

15. What do you believe is the outlook for secondary grade industrial assets in Brisbane

16. Would you invest in a secondary grade asset today.

17. If not what type of property would you purchase and why?
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Rating 1 - 10 (10 Being Most Important)

Criteria Least Important to Most Important

1 2 3 4 5 6 7 8 9 10

Location

Proximity to public transport

Proximity to major highways

Proximity to major arterials

Proximity to amenities / shops

Proximity to residential hub

Physical

3 phase power

Sprinklers

No columns

Container storage/hardstand

Height

Access

Price

Term of lease

Rent

Fit-out

Cash incentive

Other

Hours of operation

Corporate image

Flooding

Parking

Security / Fenced

Source: Savills Research

tenant requirements - secondary grade 
property
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Savills Queensland 
Level 2, 66 Eagle Street 

Brisbane QLD, 4000  
 

+61 (0) 7 3221 8355

With a rich heritage and a reputation for 
excellence that dates back to 1855, Savills is a 
leading global real estate provider listed on the 
London Stock Exchange.

Savills advises corporate, institutional and private clients, 
seeking to acquire, lease, develop or realise the value of prime 
residential and commercial property across the world’s key 
markets.

Savills is a company that leads rather than follows with over 
600 offices and associates throughout the UK, Europe, 
Americas, Asia Pacific, Africa and the Middle East. With over 
27,000 staff, we seek out people who possess that rare mix 
of entrepreneurial flair and rock solid integrity, and are focused 
on delivering clients with advice and expertise of the highest 
calibre.

A powerful combination of global connections and deep local 
knowledge provides Savills with an almost unparalleled ability 
to connect people and property.

Savills extensive Asia Pacific network spans 50 offices 
throughout Australia, New Zealand, China, Hong Kong, 
India, Indonesia, Japan, Korea, Macao, Malaysia, Myanmar, 
Philippines, Singapore, Taiwan, Thailand and Vietnam.

In Australia, we offer the full spectrum of services from 
providing strategic advice to managing assets and projects 
and transacting deals. With a firmly embedded corporate 
culture that values initiative, innovation and integrity, clients 
receive outstanding service and can be assured of the utmost 
professionalism.

Savills is expert in delivering results across all key commercial, 
retail, industrial and residential sectors in the following areas:

Â  Sales

Â  Leasing

Â  Valuations

Â  Asset Management

Â  Project Management

Â  Strategic Corporate Real Estate Services

Â  Property Accounting

Â  Facilities Management

Â  Residential Luxury Sales

Â  Residential Projects

Â  Research

For advice that gives advantage, contact Savills.
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