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MELBOURNE and Sydney are expected to the 

lead the world in prime office rental growth 

during 2019, as both markets experience 

historically low vacancies. 



Knight Frank’s Global Outlook Report 2019 shows Hong Kong will remain by far the 

most expensive office market, commanding rents of $239.54 per sq ft, more than 

double second-placed Tokyo’s $111.81 per sq ft. 

Sydney ranks in seventh place with a forecast $81.97 per sq ft in 2019, also 

following London, Paris, San Francisco and New York, and ahead of Singapore, 

Boston, Dublin and Beijing. 

Melbourne is ranked 21 with a relatively cheap $43.83 per sq ft, but is expected to 

record 10.1% growth this year, with Sydney in second place at 8.6%. Prime rents 

have been rising rapidly in both cities, by 13.9% and 11.9% respectively in the past 

year. 

Brisbane is in 16th place for expected growth with 2.4% after a 2.5% increase in 

2018, and comes in just behind Melbourne at 22 for rents, at $40.30 per sq ft. 

The report found that while all cities are feeling the impact of slower economic 

growth and geo-political risks, some are benefiting from robust demand from tech 

firms for business space, coinciding with fewer major developments reaching 

completion the uncertain environment deters developers from undertaking 

projects. 

“2018 saw a supply crunch in both Sydney and Melbourne with dwindling 

availability and robust absorption, particularly in Melbourne, driving a surge in 

office rents.” Knight Frank’s partner, head of research & consulting, Australia, Ben 

Burston said. 

“With a subdued pipeline of development completions yet again in 2019, and 

sustained demand-side momentum, there is a compelling case for further growth 

this year. 

“While we expect the pace to moderate from the 2018 level, the markets will still be 

among the world’s fastest growing, and this will see them continue to attract the 

attention of a broad range of cross-border and domestic investors,” he added. 

According to the recent Property Council of Australia office reports, Melbourne 

CBD’s vacancies fell to 3.2% in the six months to January, its lowest level in a 

decade, amid huge tenant demand. 

 

http://www.australianpropertyjournal.com.au/2019/02/06/thirsty-tenants-soak-up-new-supply-shortage-looms-in-melbourne/
http://www.australianpropertyjournal.com.au/2019/02/06/thirsty-tenants-soak-up-new-supply-shortage-looms-in-melbourne/


Meanwhile, Sydney’s supply issues were compounded by withdrawals, pushing 

vacancies down to 4.1%, and the competition for space could force tenants to look 

beyond the CBD – and perhaps even the second city of Parramatta – to the cheaper 

Melbourne market. 

Both are expecting to see large numbers of supply completed in the coming years, 

but much of that is pre-committed. Savills has predicted Melbourne could hit a 

vacancy rate of as low as 2% by the early 2020s. 

Knight Frank’s partner, head of office leasing, Australia, David Howson said leasing 

market conditions will be challenging for occupiers in 2019. 

“Rents have risen substantially and businesses face relatively few options when 

seeking new premises. At the same time, the pressure to recruit talent and enter 

new markets is pushing them to address their property needs. 

“Limited supply of new offices, following years of under development, mean that 

many occupiers will feel compelled to enter the market in 2019, and acquire space 

before someone else takes their preferred option.” Howson said. 

http://www.australianpropertyjournal.com.au/2019/02/06/withdrawals-compound-sydneys-supply-issue/

