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ECONOMIC OVERVIEW
Real GDP growth released for Q3 2024 is at 0.3%, taking the year-on-year
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Q4 2024 VACANCY RATES BY SUBMARKET
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VACANCY

Adelaide’s vacancy rate remains low at 2.1% in Q4 2024, largely unchanged from
where it sat in the quarter prior (2.2%). Notably, this level of vacancy remains well
below the long-term average of 5.8%. The vacancy is being driven by facilities within
the Inner North submarket, which represents 73% of vacancy by floorspace; however,
the vacancy rate in the submarket remains low at 3.0%, given it's Adelaide’s largest
market.

RENTS & INCENTIVES

Prime rents in Adelaide held steady in Q4 2024, averaging $144/sgm net face for
prime. On an annual basis, average prime rents are 3.8% higher; however, there are
submarkets and precincts that have recorded growth much higher than this. Notably,
this includes the Outer North and Outer South where growth in excess of 5.0% was
recorded in 2024.

While still strong, this level of growth is a step down from the double-digit rental
growth recorded in recent years and reflects the normalization of demand. The
secondary market has recorded stronger growth this year at 10.0%, taking average
rents to $99/sgm net face; however, this reflects the lower rate per sgm where just a
minor movement in rent can result in a large growth rate.

Incentives have seen modest growth over 2024, although they vary between the
submarkets. Incentives in the Outer North and Outer South grew the most this year
and are both sitting at 10% as an average. Incentives in the Inner North, where the
bulk of leasing take-up occurred in 2024, average 6.0%.

SUPPLY

Warehouse supply in Q4 2024 totalled just under 20,000 sgm across four facilities
and includes facilities to Entech (Salisbury South — 4,524 sgm) and Babcock
(Woodville North — 5,960 sgm). For the year, approximately 85,000 sgm was
delivered, the majority of which stemmed from the Northern precincts.

Looking ahead, there is potential for approximately 120,000 sgm to enter the market
in 2025, almost 80% of which is located in the Outer North. However, the timing for a
large share of this space remains subject to pre-commitments being secured.

Projects in the pipeline for 2025 include Noumed’s new facility at Salisbury South
(~26,000 sgm), while immediately adjacent is the Haigh’s Chocolate Manufacturing
Facility (~15,000 sgm), both of which are expected to be completed in the second half
of 2025. Supply in the first half of the year will be led by Bedford Group’s 19,250 sgm
facility at Salisbury Plain which will be compete in Q1 2025.

LOGISTICS & INDUSTRIAL
Q4 2024

OUTLOOK

* Leasing demand will likely remain
patchy in the first half of 2025 as
consumers remain cautious about
spending. Similarly, with a Federal
election expected in either April or
May, retail spending is expected to
be somewhat subdued as they
have in previous election years.
Demand is expected to improve in
the second half of 2025,
supported by a potential rate
easing cycle and a pick-up in
economic conditions.

* Rental growth in the order of 4.0%
Is expected over the next 12
months; however, the sub 5,000
sgm segment of the market is
anticipated to continue to
outperform, led by enquiry from
local population-driven industries.

* Alack of new supply will ensure
Adelaide’s vacancy rate remains
well under historical benchmarks.
As per current trends, secondary
vacancies will remain higher as
occupiers seek prime facilities.
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LAND VALUES OUTLOOK

The demand for land remains strong in Adelaide, and it is led by both institutions and

Q4 2024 LAND VALUES BY SIZE ($/SQM)
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local developers. Active land supply is extremely limited with just 166 hectares
remaining across the city, dominated by precincts in the Outer North. There is
potential relief in the medium to long term; however, a large share of this land is
currently owned by Renewal SA.

Industrial land values remained steady in Q4 2024, averaging $495/sqm for 1-5
hectare lots. The highest land values are found in the West submarket at $800/sgm
for 1-5 hectare lots, whereas the Outer North remains substantially lower at $250/sgm
for the same size.

YIELDS

Recent deal evidence has supported the stabilisation of yields, with prime core
market yields ranging between 6.15% and 7.00%. This was reflected in Centuria’s
acquisition of 7 Brandwood Street, Royal Park, which traded on an initial yield of
5.72%; however, the core market yield was closer to 6.50%.

Core market yields for secondary assets range between 6.75% to 7.25%.

INVESTMENT

After subdued transaction activity in Q3 2024, four transactions (above $10 million)
were recorded for Q4 2024 in Adelaide, totalling to $78.7 million. This takes the 2024
year-to-date total to $168.1 million, representing a 22.2% increase from the $137.5
million recorded in 2023.

Sales to occur in the quarter included the 7 Brandwood Street, Royal Park trading,
which Centuria acquired for $21.9 million from Centennial, 113-117 Bedford Street,
Gillman, was purchased by Harmony for $20.0 million while KM Property Funds sold
Thebarton Square to an Adelaide private for $22.0 million.

The activity below $10 million remains active, driven by local investors and owner-
occupiers.

land values is expected as
Adelaide remains a highly land-
constrained market.

Over the short term, potential rate
cuts and moderating bond yields
highlight the value upside for
capital markets. In our view, the
L&l yield decompression cycle has
ended and follows approximately
140 basis points of yield
expansion in Adelaide since early
2022.

Our base case is for the RBA to
begin the rate easing cycle in H1
2025, which, in tandem with falling
government bond yields (~3.50%
10-year yield by Q4 2025) and
greater market participation, is
forecast to drive yield
compression from mid to late
2025.

Improved investor sentiment is
expected to result in a pick-up in
investment activity in 2025,
supported by favourable sector
fundamentals and the ability to
drive asset performance through
continued income growth.
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SQM) ($/SQM P.A)) ($/SQM P.A.) ($/SQM P.A)) (1-5ha, $/SQM P.A.)
PRIME
Outer North 3.0% 10,570 $130 $20 10.0% 6.6% $1,962 $250
Inner North 2.5% 35,384 $155 $25 6.0% 6.3% $2,451 $500
West 0.7% 12,020 $175 $35 5.0% 6.3% $2,767 $800
Inner South 0.0% 0 $150 $25 5.0% 6.5% $2,308 $700
Outer South 0.0% 0 $110 $23 10.0% 7.0% $1,571 $225

PRIME AVERAGE

SECONDARY

Outer North - - $90 $20 5.0% 7.5% $1,200 -
Inner North - - $105 $25 5.0% 6.9% $1,527 -
West - - $115 $30 5.0% 6.9% $1,673 -
Inner South - - $105 $20 5.0% 7.0% $1,500 -
Outer South - - $80 $18 5.0% 7.5% $1,067 -

SECONDARY AVERAGE
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