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The NAB Commercial Property Index moved back into positive territory in the December quarter amid improved

expectations for future capital growth and rents. Sentiment was higher in all sectors and turned positive for office
property for the first time in almost 3 years. Market sentiment improved in all states bar Victoria, which is now the
only state in negative territory. It is also lagging the rest of the country in all sectors, particularly office and retail.

Survey Findings

e With NAB’s Business Survey showing conditions holding steady and a slight improvement in confidence, commercial property market
sentiment also lifted in the December quarter with NAB’s Commercial Property Index printing at +13, up from -2 in the previous quarter.
With inflation slowing, speculation of imminent interest rate cuts are likely to have also fuelled optimism in the sector.

e Sentiment increased most for CBD hotels (up 50 to +50), followed by office which was positive for the first time since March 2022 (up 23
to +5). Industrial sentiment stabilised (up 2 to +42) and sits well above average (+12). Retail sentiment was slightly higher but remained
negative (up 3 to -7). Sentiment improved in all states bar VIC (down 7 to -31 and now the only state in negative territory) and WA (down
3 pts to +49 but highest overall). VIC also lagged the country in all property sectors, particularly office and retail - see Table 2.

e Confidence grew, with the 12-month measure reaching its highest level since March 2018 (up 19 to +27) and the 2-year measure also
hitting a 7-year high (up 8 to +36). Short and long-term confidence is now positive in all sectors, led by CBD hotels and industrial (and
well above average). It increased sharply for office property but was a little weaker for retail in the long-term, with confidence levels in
both sectors still below long-term survey averages. By sector, office confidence in the next year is highest in SA/NT (+83) and lowest in
VIC (-40). For retail, it ranged from +100 in WA to -25 in VIC and for industrial from +75 in QLD to +30 in VIC and WA - see Table 2.

e The average survey prediction for capital growth in the next 12 months is highest for industrial property (2.2%), with values also
expected to grow for CBD hotels (0.6%). Smaller falls are now expected for office (-0.3%) property with bigger falls for retail (-1.3%).
Expectations for office value growth are negative in VIC (-4.7%) and NSW (-1.2%) but expected to grow in all other states led by SA/NT
(3.4%). The outlook for retail values is highest in WA (1.8%) and lowest in VIC (-3.0%). Industrial values are tipped to grow in all states
and range from 0.4% in WA to 3.2% in QLD. Property professionals still see values growing fastest for industrial property in 2 years’ time
(3.1%) and faster for CBD hotels (1.9%) and office (1.5%) property, with retail values falling (-0.6%). Values are expected to grow in all
state markets except office in VIC (-2.0%), and retail in VIC (-2.1%), QLD (-0.6%) and NSW (-0.3%) - see Data Appendix Table 3.

e Survey participants pointed to an improvement in overall office vacancy to 10.3% in Q4 (11.1% in Q3). Vacancy fell in all states but
ranged from 8.3% in QLD to 13.2% in VIC where the market was assessed as ‘very’ over-supplied. National office vacancy is expected to
fall to 9.4% and 8.5% in the next 1-2 years with VIC the only state still in double digits (10.2%). Industrial vacancy inched up to 3.4%, but
remained well below average across the country, ranging from 2.0% in SA/NT to 3.9% in VIC. It is expected to remain relatively low in the
next 1-2 years (3.7% & 3.4% respectively) and in most states. Overall retail vacancy climbed to an above average 7.1% in Q4 but is tipped
to ease to 6.5% and 6.1% in the next 1-2 years, with vacancy lowest in WA and QLD and highest in VIC- see Data Appendix Table 5.

e The outlook for rents is also strongest for industrial property and expected to grow 2.3% and 2.8% in the next 1-2 years respectively,
with expectations highest in QLD (3.1%) next year and NSW (3.6%) in 2 years’ time. In office markets, property professionals see rental
growth resuming next year (0.4%) and accelerating in 2 years’ time (1.3%). The outlook remains weakest by some margin in VIC next
year (-1.9%) and it is the only state where property professionals see rents still falling in 2 years’ time (-0.8%). The outlook for retail rents
is flat next year (0.0%) with modest growth in 2 years’ time (0.4%). Positive returns over this period are expected in SA/NT (3.1% & 4.6%)
and WA (2.8% in both years) with small gains in NSW in 2 years’ time (0.5%). Retail rents are expected to fall most in VIC next year (-0.8%)
and QLD in 2 years’ time (-1.4%) - see Data Appendix Table 4.

e Awell below average 37% of property developers plan to commence new projects within the next 6 months, and a slightly lower
number within the next 6-12 months (46%). Around 1 in 2 (52%) are targeting residential projects (49% in Q3), and above average
numbers looking at developing industrial (19%) and office (15%) property. The majority are also looking to use land banked stock (85%)
or targeting new acquisitions (41%) for these developments.

e Debt funding conditions were largely unchanged in the December quarter with a net -13% of property professionals reporting that it
was more difficult than easier during the quarter (-14% in Q3). Perceptions about debt funding conditions in the next 3-6 months also
held steady at -9% (-10% in Q3). Accessing equity funding was a little better with the net number who said it was harder falling slightly
t0-9% (-11% in Q3). Looking ahead, however the number of property professionals who believe accessing equity will be harder in the
next 3-6 months increased to -11% (-7% in Q3).

e Survey respondents estimate the average pre-commitment needed to meet external debt funding requirements for new developments
was lower for both residential (53%) and commercial (55%) property in Q4. Looking ahead to the next 3-6 months, more respondents on
balance see residential and commercial requirements worsening (-10%). But more property professionals on balance expect pre-
commitment requirements for residential (+2%) and commercial (+3%) property to improve in the next in 6-12 months.

Table 1: NAB Commercial Property Index

Sep-24 Dec-24 Next 12 months Next 2 years
NAB Commercial Property Index -2 13 27 36
Office Property Index -18 5 16 33
Retail Property Index -10 -7 11 16
Industrial Property Index 40 42 52 54
CBD Hotels Property Index 0 50 67 67
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Market & State Overview

Chart 1: Commercial Property Index Chart 2: Commercial Property Index by Sector
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Chart 3: Commercial Property Sentiment and Confidence by Sector
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Chart 4: Commercial Property Index by State Chart 5: Office Property Index by State
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Chart 6: Retail Property Index by State Chart 7: Industrial Property Index by State
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Table 2: Commercial Property Indices by State and Sector

Commercial Property Index

AUS

VIC
NSW
QLb

SA & NT
WA

Office Property Index

AUS

VIC
NSW
Qb

SA & NT
WA

Next 12  Next 2
Sep-24 Dec-24 months years

-2 13 27 36
-24 -31 -18 15
-10 10 25 27
14 28 37 32
-4 44 66 61
52 49 62 70
-18 5 16 33
-41 -55 -40 0
-40 -4 2 26
-20 36 36 36
36 67 83 83
43 6 39 56

Retail Property Index

Q42024

Next 12 Next 2

AUS

VIC
NSW
Qb

SA & NT
WA

Industrial Property Index

AUS

VIC
NSW
QLb

SA & NT
WA

Capital Growth, Vacancies, Rents & Supply Conditions
Chart 8: Capital Growth Expectations by Sector (%)
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Chart 9: Vacancy Rate Expectations by Sector (%)
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Chart 11: Rent Growth Expectations by Sector (%)

I Dec-24
6 Office
4
1.3
2 02 04
0 rT_,‘Y-W—
0.5
'2 _0.7 '0.2
-4
E E Z
£ S %
S ¥ z
2

© National Australia Bank Limited ABN 12 004 044 937 AFSL and Australian Credit Licence 230686

6.1

Next 12m

Next 2y

-
c
[
=
=
=3

o

Next 12m

Next 2y

Current

w
B
w
N
w
o

-—@=—previous quarter

Industrial

22 3.1

Next 12m

Next 2y

Current
Next 12m

Chart 10: Office Vacancy Rate by State (%)
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Chart 13: Supply Conditions by Sector
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Development Intentions, Capital Funding & Pre-Commitments
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Data Appendix

Table 3: Capital Value Growth by Sector and State (%)

Q42024

Table 4: Rent Growth by Sector and State (%)

Office Capital Values (%)

Next 12 Next 2

Sep-24 Dec-24 months years

AUS
VIC
NSW
QLD

SA & NT
WA

Retail Capital Values (%)

AUS
VIC
NSW
QLD

SA & NT
WA

Industrial Capital Values (%)

AUS
VIC
NSW
QLD

SA & NT
WA

-2.8
-4.4
-3.8
-3.8
0.8

-1.4
-3.4
-1.0
0.0
-5.0
3.1

1.4
0.9
1.2
2.8
-2.3
2.7

-1.4
-7.6
-1.5
1.0
2.8
-0.8

-1.7
-3.3
-1.9
-1.0
1.3
2.8

1.8
0.7
1.9
2.6
0.4
1.8

-0.3 1.5
-4.7 -2.0
-1.2 1.3
2.0 2.7
3.4 4.7
1.1 2.0
-1.3 -0.6
-3.0 -2.1
-1.1 -0.3
-0.6 -0.6
1.2 2.5
1.8 3.8
2.2 3.1
1.4 24
2.5 3.8
3.2 3.7
1.4 1.4
0.4 2.1

Table 5: Vacancy Rates by Sector and State (%)

Office Vacancy Rates (%)

Next 12 Next 2

Sep-24 Dec-24 months years

AUS 11.1 10.3 9.4 8.5
VIC 14.6 13.2 12.0 10.2
NSW 10.0 9.7 8.8 8.2
QLD 10.4 8.3 7.8 7.0
SA & NT 8.0 9.7 9.0 9.0
WA 14.0 11.8 10.8 9.8
Retail Vacancy Rates (%)

AUS 6.3 71 6.5 6.1
ViC 6.8 8.7 8.5 7.8
NSW 6.5 7.0 6.1 6.5
QLD 5.0 4.7 4.1 3.6
SA & NT 7.0 7.0 7.0 6.0
WA 6.2 5.0 4.0 4.0
Industrial Vacancy Rates (%)

AUS 3.2 3.4 3.7 3.4
VIC 2.7 3.9 4.5 510
NSW 3.4 3.8 4.2 3.4
QLD 4.2 3.0 3.0 3.0
SA & NT 2.2 2.0 2.0 25
WA 1.9 2.5 4.0 5.5

About the survey:

Next 12 Next 2
Sep-24 Dec-24 months years

Office Rent Growth (%)

AUS -0.7 -0.2 0.4 1.3
VIC -1.8 -2.9 -1.9 -0.8
NSwW -1.4 -0.8 -0.2 0.5
QLD -0.5 0.9 1.5 2.9
SA & NT 1.4 5.0 5.1 5.2
WA 0.5 -0.8 -0.3 1.4
Retail Rent Growth (%)

AUS -0.9 -0.6 0.0 0.4
VIC -2.8 -1.0 -0.8 -0.3
NSW -0.3 -1.3 -0.3 0.5
QLD 0.2 -1.3 -0.5 -1.4
SA & NT -1.9 1.8 3.1 4.6
WA 2.8 1.9 2.8 2.8
Industrial Rent Growth (%)

AUS 1.8 2.2 23 2.8
VIC 2.4 1.9 2.0 2.3
NSW 1.0 2.1 2.5 3.6
QLD 3.6 3.2 3.1 34
SA & NT 0.2 0.0 0.4 0.0
WA 1.7 1.5 1.5 1.1

Notes:

Survey participants are asked how they see capital values, gross
rents and vacancy rates in each commercial property market
sector in the following periods: annual growth to the current
quarter; annual growth in the next 12 months; and annual growth
in the next 12-24 months. Average expectations for each state are
presented in the tables above (results for SA/NT may be biased

due to a smaller sample size).

In April 2010, NAB launched the first NAB Quarterly Australian Commercial Property Survey with the aim of developing Australia’s pre-
eminent survey of market conditions in the commercial property market.

The large external panel of respondents consists of Real Estate Agents/Managers, Property Developers, Asset/Fund Managers and

Owners/Investors.

Around 300 property professionals participated in the Q4 2024 Survey.
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This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any advice
contained in this document has been prepared without taking into account your objectives, financial situation or needs.
Before acting on any advice in this document, NAB recommends that you consider whether the advice is appropriate for your
circumstances.

NAB recommends that you obtain and consider the relevant Product Disclosure Statement or other disclosure document,
before making any decision about a product including whether to acquire or to continue to hold it.

Please click here to view our disclaimer and terms of use.
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