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Better never settles

ECONOMIC OVERVIEW:

The Australian economy has reached an inflection point as the RBA has pivoted
and started the rate cutting cycle. Against this backdrop growth is expected to
accelerate throughout 2025 and 2026 on the back of improved consumer and
business confidence. GDP growth for Q4 2024 reached 0.6% (1.3% year-on-year),
while growth in the order of 2.1% is expected for 2025 and 2.5% for 2026.

An improvement in New South Wales’ Gross State Product is expected for 2025,
with a 2.1% projected increase for the year before easing to 2.0% in 2026.

DEMAND:

Demand over H2 2024 varies across the Sydney metro markets, with Chatswood,
Macquarie Park, and Parramatta recording positive absorption (albeit small) of
4,552 sgm, 3,809 sgm and 3,939 sqm, respectively. Conversely, precincts such as
St Leonards recorded the most significant reduction, from -2,364 in H1 2024 to -
14,037 sgm in H2 2024.

Looking ahead, the completion of key Sydney metro infrastructure projects and
ongoing inter and intra precinct tenant movement trends are expected to drive
stronger demand across both the CBD and metropolitan markets.

RENTS:

Average net effective rents have remained relatively stable for the Sydney Metro
market throughout 2024 and Q1 2025 as a whole. However, rental growth profiles
vary from market to market. Q1 A-grade net effective rents across Sydney metro
saw a 0.4% year on year (Y-0-Y) increase to $501 per square metre per annum
(sgm pa). The secondary market saw a similar growth of 0.3% Y-o0-Y, remaining at
$297 sgm pa since Q4 2024. Incentives have remained stable in both the prime
and secondary markets, averaging 36% across both grades. As the wider metro
markets continue to recover it is expected that there will be some upward pressure
on rents, while incentives are expected to remain stable across 2025.
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AVERAGE NET EFFECTIVE RENTS VACANCY & SUPPLY: OUTLOOK
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completion in H2 of this year.

YIELDS:

Prime office yields in Sydney’s metro market continued to soften throughout most of
2024. Average prime yields increased 121 basis points from Q4 2023 to reach
7.33% in Q4 2024. Q1 2025 has seen yields stabilise and remain at Q4 levels. In the
secondary market the story is the same, with yields remaining at Q4 2024 levels of
7.95%.

With the RBA pivoting and entering a cutting cycle, we expect to see a period of

Macquarie Park and Parramatta,
while the remaining markets see
rents continue to stabilise.

Vacancy is expected to remain
relatively stable for the remainder
of 2025, with positive absorption
expected in North Sydney,
Macquarie Park and Parramatta.
However, St Leonards and
Chatswood are expected to see

2020 2021 2022 2023 2024 2025 2026 stabilisation across the metro markets, before fully entering the recovery cycle. As : : :
always, well positioned assets with strong tenant covenants are expected to NepalivelabsoptionlEepingjine
outperform, while other assets may be slower to recover. average vacancy rate stable

AVERAGE YIELDS across Sydney Metro.
o INVESTMENT MARKET: No new supply in H1 2025 is
Sydney Metro office transaction volumes remained subdued in Q1 2025, with no exp;lt_:teq to help aid the_ h
8% 1 significant deals recorded. Historically, Q1 is the slowest quarter for transactions, fet?ml SElio el Eeiney I e e
Z0p - and this trend has persisted. However, the outlook for the Q2 is considerably '
S stronger, with a number of campaigns currently underway, including the 6,000 sqm
T /‘_ Thales HQ, in Sydney Olympic Park.
5% -
Looking further ahead, several major on and off market campaigns are expected to
4% : : - - run throughout Q3 and Q4. As a result, investment volumes are anticipated to rise
Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 . . . . .
—_— ——secondary significantly through to year-end, as demand for office stock continues to increase

as the market continues to take steps in the recovery cycle.
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MARKET STATISTICS
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OFFICE Q1 2025

AVERAGE OUTGOINGS
($ SQM PA)

AVERAGE GROSS
INCENTIVES

North Sydney 941,214 222,673 23.7% -1,489 55,980 $938 40% $161
St Leonards 357,418 108,927 30.5% -14,037 $665 40% $160
Chatswood 267,004 47,166 17.7% 4,552 $686 38% $140
Parramatta 944,437 189,059 20.0% 3,939 5,000 $591 35% $147
Macquarie Park 945,349 178,546 18.9% 3,809 $488 31% $113
Sydney Olympic Park $447 32% $113
Pyrmont Ultimo $858 40% $165
Rhodes $475 34% $110

SYDNEY METRO TOTALS

3,455,422

*Rental rates reflect full service asking A-grade properties

KEY LEASE TRANSACTIONS Q1 2025

PROPERTY SUBMARKET TENANT SQM TYPE

700 Harris Street Ultimo Medecins Sans _Front|eres 1,000 Direct
Australia

8-24 Kippax Street Surry Hills Canva 10,000 Sub-lease

201 Pacific Highway St Leonards Relx Group 1,450 Direct

Victoria Cross Tower North Sydney NBN 9,000 Direct

*Renewals not included in leasing statistics

KEY SALES TRANSACTIONS Q1 2025

PROPERTY SUBMARKET SELLER/BUYER SQM PRICE (AUD M)

No notable transactions

KEY PROJECTS UNDER CONSTRUCTION & COMPLETIONS

PROPERTY SUBMARKET MAJOR TENANT SQM OWNER/DEVELOPER
Victoria Cross Tower North Sydney NBN 55,000 Lend Lease
15 & 17 Khartoum Road Macquarie Park 25,000 Stockland
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A CUSHMAN & WAKEFIELD RESEARCH PUBLICATION

Cushman & Wakefield (NYSE: CWK) is a leading global commercial real estate services firm for property owners
and occupiers with approximately 52,000 employees in nearly 400 offices and 60 countries. In 2024, the firm
reported revenue of $9.4 billion across its core service lines of Services, Leasing, Capital markets, and Valuation
and other. Built around the belief that Better never settles, the firm receives numerous industry and business
accolades for its award-winning culture. For additional information, visit www.cushmanwakefield.com.
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