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Welcome
Welcome to the Nichols Crowder Market Report FY2019-20 Review 
and Market Outlook for FY2020-21.

The property market, whether residential, 
commercial or industrial, is at its heart, driven 
by how investors and property buyers and 
tenants feel. Like all markets, property is 
driven by supply and demand: for example, 
a thriving market, in which demand growth 
outweighs supply growth, will drive up rent, 
income growth and property prices. However, 
demand can never be considered on its own 
without its other half, supply, which is equally 
important as a market driver.

An optimistic, positive market, with demand 
outweighing supply, will have falling vacancy 
rates, putting pressure on rents to be higher, 
therefore creating a higher return.

Usually, these factors are driven by economic 
effects, and their impact on buyer and investor 
sentiment. Usually, the prevailing economic 
environment and the level of consumer 
confi dence that the economy will perform 
better in the near future creates the optimism 
that fl ows through to rising market values and 
returns.

If businesses have confi dence the future 
is bright and the local economy is going 
to improve, they can reasonably expect 
that demand for their services will pick up. 
Strengthening business confi dence means 
more businesses will look for space, or more 
space. And that buoyant demand creates 
upward pressure on property prices. On the 
back of this widespread confi dence, property 
buyers and investors get active.

Conversely, a weakening economy and 
contracting business activity dampens 
demand. But even then, depressed prices can 
go too low, and create outstanding bargains 
for those with a longer-term view. 

That’s the property market in a nutshell; and in 
our corner of the world, nobody knows it as 
well as we do.

Nichols Crowder are the Leaders of the South 
East.

We know this area back-to-front because we 
are locals: we grew up here, and we live here. 
We have a comprehensive knowledge base 
of the region and its commercial and industrial 
property markets that we do not believe can 
be matched. 

We put that knowledge base into commercial 
battle every day, putting it to work for our 
customers.

The strength of this local expertise is always 
important – but in 2020, it has been 
absolutely crucial, in the face of an external 
shock the likes of which no-one could foresee, 
and about which we’ll be talking for a very 
long time – hopefully, in the not-too-distant 
future, as a bad memory.

FY20 In numbers – At a glance

FY20 Overview – A Tale of two halves

Insights – How we see FY21
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The 2020 COVID-19 pandemic changed our 
lives; and it has certainly affected the South 
East’s commercial and industrial property 
markets. We’ve worked hard to get on top 
of this amazing external factor, and we’re 
delighted to share with you in this report some 
of the observations, insights and learnings 
we’ve made and gleaned, to try to make 
sense of the state of the South East’s property 
market.

Working our way through COVID-19 has 
been tough, and continues to be tough. But 
we have been inspired by the resilience and 
optimism that we see in the marketplace, as 
businesses adapt, pivot, change business 
models and keep pushing forward – and 
some, we could even say, thrive. 

To our Landlords in particular, we are very 
much aware of how diffi cult a year 2020 
has proven to be for you. We continue to be 
available, instantly, to support and assist you 
in every way possible; and we continue to 
advocate strongly on your behalf for greater 
inclusion and consideration in government 
decisions.

We hope that you enjoy our Financial Year 
2019-20 Review and Market Outlook for 
2020-21.
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The numbers at a glance
“It was the best of times, it was the worst of 
times….it was the spring of hope, it was the 
winter of despair.”

We couldn’t help but think of those famous 
opening lines of Dickens’ A Tale of Two Cities, 
in sitting down to assess 2019-20, which 
is certainly a Tale of Two Halves. In which 
Melbourne did have a spring of hope – or at 
least, of normality – before entering a winter 
of despair. 

This needs to be taken into account when 
interpreting our transaction data in Financial 
Year 2020, ending June 30, for which, 
throughout this report, we’ve abbreviated to 
FY20.

 �  A well-balanced market, with good 
opportunities for buyers and sellers, 
landlords and tenants, would normally 
comprise about 45% sales, and 55% 
new leases.

 � This was the case in FY18 (46% to 54%).

 � In FY20, 37% of transactions were sales, 
and 63% were new leases.

 � This is up 10.8% from FY19, at $197.3 
million, but down slightly from $223.7 
million in FY18. 

 � Total sales and leases were 145 in Q4, 
up 14.2% from the January-to-March 
2020 quarter (127), and up 5.8% from 
137 transactions for the same quarter last 
year.

 � The three quarters from July 2019 to 
March 2020 (Q1 to Q3), and

For the year, total transactions were up slightly 
in number.

Nichols Crowder facilitated 589 commercial 
and industrial property transactions in FY20, 
up 2.4% on the previous year.

Of the total transactions, sales were up 8.5% 
in FY20 to 217, while the total number of new 
leases slipped by 0.8%, to 372.

SALES TO NEW LEASES RATIO

The ratio of sales-to-new leases provides some interesting insights into the state of the market 
and the economy:

SALES VALUE UP IN FY20

In FY20, Nichols Crowder sold commercial and industrial property with a value of $218.5 
million.  

TOTAL TRANSACTION NUMBERS UP IN APRIL TO JUNE QUARTER

Despite the global COVID-19 pandemic creating economic turmoil in Australia from late-
March, our total number of transactions increased in the June 2020 quarter, compared with 
the previous quarter, and the corresponding quarter in June 2019.

However, with the global COVID-19 pandemic, FY20 was a tale of two periods:

While the overall value of these transactions 
was well down, and the property sizes 
smaller, we are impressed and heartened by 
the fact that, amid a pandemic and associated 
economic hit, 145 businesses were confident 
enough to sign a new lease or contract. 

Year-to-date figures for FY21 show that sales are accounting for fewer sales, as COVID-19 
continues to stifle business confidence.

 � This shows caution in the market, with 
more businesses feeling unwilling to 
purchase property, and preferring to rent 
instead.  

 � This can lead to higher rents for tenants, 
and limit opportunities for businesses to 
upsize, or enter the market.  

 � The lower sales percentage also tends to 
limit pricing growth.

 � The final quarter, April-to-June 2020 
(Q4).

To us, this shows the resilience of both our 
customers: many small businesses were really 
busy in the first lockdown, quickly adapting 
and realigning their businesses. It also shows 
the resilience of the commercial and industrial 
property sectors. 
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 � Due to the economic uncertainty around 
COVID-19, many property owners 
preferred to maintain their holdings rather 
than sell in a weak market.

 � This resulted in leases increasing greatly 
in the fourth quarter, while the number of 
sales transactions declined.

 � The number of new leases surged 50.7% 
in the fourth quarter of FY20 (104 new 
leases) from the third quarter (69 new 
leases).

 � The number of sales transactions in Q4 
fell 12.8% from the corresponding period 
in 2018-19 (47), to 41. 

 � The Q4 transaction number was also 
down 30.5% from the previous quarter 
(59).

 � The median price of all properties sold 
by Nichols Crowder in Q4 2020 was 
$445,000.  The average price was 
$608,800.

 �  The Q4 FY20 median price was down 
35% from the prior January to March 
2020 quarter, of $682,200.  It was 
also down 20.2% from Q4 FY19, at 
$557,900.

 � For Nichols Crowder’s sales within the 
industrial sector, 56% were for properties 
below 250sqm.  We pride ourselves on 
being able to meet the industrial property 
needs of small businesses across 
Melbourne’s South-East.  

 � In the previous quarter, to March 2020, 
sales accounted for 46% of transactions, 
with new leases at 54%.  

 � With solid pricing growth, this indicated 
the market was strong and continuing 
to recover after more than a year of 
relatively weak growth.

Q4 LEASES UP

New leases drove this growth in Q4 FY20, while sales transactions fell.

Q4 SALES AND VALUES DOWN

The June 2020 quarter (Q4) saw a moderate decline in the number of sales transactions, and 
a large decline in the value of these sales

MEDIAN AND AVERAGE SALES PRICES DOWN

Not only did sales numbers decline greatly in Q4, and the total value of these transactions fall, 
the median and average prices also dropped for the quarter.

SEGMENT SALES – INDUSTRIAL PROPERTY

This trend of sales declining as a proportion 
of total transactions continued from the fourth 
quarter into the first two months of FY21: this 
tells us that the caution created by COVID-19 
continues to influence buyers and businesses 
to look to rent rather than buy.

The percentage of sales compared with new 
leases also declined greatly in the June 2020 
quarter, highlighting the weak economic 
conditions.

 � This rapid growth was partly due to 
the large decline in sales, a lack of 
properties for sale in the market, and a 
preference for many businesses to lease 
rather than buy during the uncertainty 
around COVID-19

 � Q4 FY20 lease numbers were also up 
from the corresponding quarter in FY19, 
by 15.6%, from 90.

 �  The value of these sales dropped by 
37.3% in Q4, from Q3 ($87.5 million), to 
$25.0 million. Need this checked.

 �  The average property price in Q4 FY20 
was down 59% from Q3 FY20, at $1.48 
million.  It was also down 28% from the 
fourth the quarter of FY19, at $486,500.

 � Median and average prices increased in 
July and August 2021.

 � Likewise, our clients know they can rely 
on us to have an extensive range of 
industrial properties of all sizes for sale 
and lease. In FY20, 9% of our industrial 
property sales were for buildings greater 
than 1,000sqm, with a further 6% being 
between 750sqm and 1,000sqm.

 � For the June 2020 quarter, sales 
represented just 28% of transactions, 
while new leases were at 72%.  This 
declining trend continued in the first three 
months of FY21. 
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 � In FY20, Nichols Crowder sold a higher 
proportion of land and development 
sites (22%) compared with FY19 (13%).  
These included some prime development 
sites in Sandringham, several major land-
holdings in Dandenong, and a large 
number of land sales in a Carrum Downs 
estate.

SALES MIX

The sales mix of Nichols Crowder’s FY20 transactions varied somewhat from the previous 
year.  

LEASES BY BUILDINGS SIZE, FY20

Graphic

LEASES BY PROPERTY TYPE, FY20

Graphic

This sub-250sqm size category exhibited our 
greatest demand for properties in the June 
2020 quarter, with sales and leases for these 
both up from a year ago. We put this down 
to small businesses being most active in this 
property type, as they adapted to meet the 
changing market.

Sales of offices and retail properties remained 
a crucial part of our servicing offerings in 
FY20.  Each of these segments made up 9% 
of Nichols Crowder’s sales transactions for the 
year. 

 � Due to the large increase in the number 
of land and development sites, the other 
segment sizes all declined.

 � However, industrial properties less than 
250sqm remained our largest segment, 
at 34% of FY20 sales, while industrial 
properties above 250sqm only dipped 
slightly, to 26%. 
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FY20 Overview

As we entered 2020, life in Victoria was as 
perfect as it could get. Victoria was cruising 
along as Australia’s best-performing economy 
for the eighth quarter in a row, according to 
the CommSec “State of the States” State and 
Territory Economic Performance Report, April 
2020. This strong economic growth, high 
levels of construction work and a robust jobs 
market built solid fundamentals for Victoria’s 
commercial and industrial real estate markets.

We certainly felt this optimism, in the 
commercial and industrial property market 
in Melbourne’s South East. In January, new 
enquiry from both buyers and prospective 
tenants in January 2020 was up more than 
20% compared with activity in January 2019. 
Although the sales team had sensed an uplift 
in enquiry, we were a little surprised to find 
such a significant swing year-on-year – 
traditionally, January is one of the quietest 
months of the year. 

Most of these January transactions had 
been in negotiation prior to the Christmas 
holiday season. Normally, we find that 
about half of incomplete transactions do 
not eventuate in the new year, particularly 
at the smaller end of the market. But 2020 
began very differently, with most of the 
January transactions being finalised, as well 
as excellent fresh enquiry triggering new 
negotiations – especially from established 
business owners and investors, who seemed 
very clear about what they were looking for. 

But January 2020 is now memorable for other 
reasons, too. 

There had been a steady trickle through the 
month of news about a mysterious disease, a 
new virus, that had been reported in China 
in late December. On January 23, Chinese 
authorities shut down Wuhan, a city of 11 
million, and Beijing also cancelled plans for 
Chinese New Year festivities and closed the 
Forbidden City; the first cases outside China 
were reported, in South Korea, Singapore 
and Vietnam. 

By January 24 there were cases of the new 
2019-nCoV (the Coronavirus) in Japan and 
the US, and Australia had its first cases a 
day later. On January 30, the World Health 
Organisation (WHO) named the Coronavirus 
outbreak a Public Health Emergency of 
International Concern. By January 31, the US 
declared the 2019-nCoV outbreak a public 
health emergency.

We in Australia realised we were involved on 
February 1, when the government restricted 
air passenger arrivals from China. By early 
March, when the WHO declared COVID 
to be a pandemic, we realised things were 
serious. What it could mean began to hit 
home when the Australian Grand Prix was 
cancelled and fans were barred from Round 
1 of the AFL, but we still did not grasp the 
changes that were coming to our lives. 

A Tale of Two Halves

Victoria declared a state of emergency on 
March 16, and Australians were banned 
from travelling abroad – the first time that 
had ever happened. The nation closed its 
borders, and entered Stage 1 Lockdown. 
By the end of the month we had closed all 
bars, restaurants, cinemas, clubs, places of 
worship, casinos and gyms – and in Victoria, 

schools were closed. Over March and April, 
we first learned what “social distancing” and 
“lockdown” meant, and what Zoom was, as 
everyone who could work from home did so.

After a brief respite that saw schools and 
businesses re-open in May and June, Victoria 
suffered a resurgence of the virus, and 
Melbourne entered tough stage 4 COVID 
restrictions in July. 
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WHAT WE SAW FROM OUR CUSTOMERS

It was remarkable to us how quickly economic 
activity slumped in the wake of a statewide 
shutdown of all non-essential business activity; 
how quickly the supply chains, and all of 
the little linkages in the economy, sputtered 
to a halt. We saw this at the coalface – 
unfortunately, we saw some businesses close 
down, while scores of people have lost their 
jobs or had their work hours greatly reduced.

As with most office-based businesses, almost 
all of our staff moved to “working from home,” 
or WFH, another acronym that entered our 
lives one Victoria’s chief health officer directed 
in March that if you could work from home, 
you must.

We implemented IT systems to enable staff to 
perform the same services for clients remotely 
as they do when they are in the office. We 
have had some face-to-face contact with 
clients, such as collecting and returning keys, 
and some property inspections. For property 
inspections, we quickly offered remote or 
‘virtual’ inspections, reducing the need for 
customers to interact with others. But for 
those who required a physical inspection of 
a property, we were able to offer this, while 
practising social distancing throughout.

We implemented IT systems to enable staff to 
work remotely and seamlessly adapted our 
services to not only ensure compliance but 
maintain our high levels of service for clients 
remotely, as they expect from us in person. 

We applied even stronger ‘COVID-Safe’ 
procedures to all client interaction. Initially, the 
permitted numbers of attendees to auctions 
and open-for-inspections was substantially 
reduced. Auctions moved to Private Sale 
and inspections were by appointment only. 
Soon both activities were ceased altogether, 
as Stage 4 Lockdown took effect. We too 
needed to adapt.

The effects of COVID that we saw went both 
ways.

While many businesses struggled with the 
loss of custom – and many of these may not 
make it through – we saw many businesses 
pivot to survive, and some even flourish amid 
the pandemic. We have been over-awed, 
and inspired, by how resilient and proactive 
many South-eastern businesses were in the 
pandemic-induced slowdown, with smaller 
enterprises in particular adapting, and being 
willing to make quick decisions, to face the 
slowdown head-on. 

Throughout the COVID downturn we have 
seen amazing examples of innovation, with 
companies adjusting their business models 
to compensate for lower revenue, and also, 
notwithstanding the pandemic second wave, 
actively pursuing opportunities.

 � Local cafes, restricted to serving coffee 
and takeaway, that expanded their 
offerings to home-cooked meals, fresh 
eggs, milk, fruit and vegetables, and 
baked breads;   

 � Local hair salons, starting to delivering 
their clients’ favourite products plus 
fashionable face masks, and local 
beauty salons are offering “virtual” 
consultations;  

 � JB Hi-Fi accelerating its delivery 
service, so that for an extra $5, an item 
purchased on line was dropped to the 
customer’s door step within 24 hours; 

Some great examples – of large and small businesses – from within our geographical footprint 
include:

It’s truly inspiring to see, and we’ve been thrilled to back resilient, hard-working businesses with 
changes of premises.

 � One of our clients, licensed motor vehicle 
trader Melbourne’s Cheapest Cars, 
which prior to COVID was predominantly 
selling utes and tray trucks to the trade 
industry, leased an additional main-road 
office/warehouse to complement its 
original business, and promptly began 
selling smaller passenger vehicles to 
younger customers – expanding its 
customer base significantly; and

 � Young restaurateur Charlie Carrington, 
who, after his dine-in business at Atlas 
Dining was shut down, brainstormed 
a new side offering called Atlas 
Masterclasses, in which produce boxes 
are delivered to people at home and 
Carrington demonstrates the recipes via 
video. A new world cuisine is showcased 
each week. Carrington has taken over 
the Melbourne Racing Club’s catering 
kitchen at Caulfield Racecourse, from 
which hundreds of ingredient packs are 
shipped to households across Victoria, 
New South Wales and the ACT.
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GOVERNMENT SUPPORT

All three levels of government have stepped-
up in the COVID Crisis. Quite simply, the 
Australian government threw the kitchen sink 
at the economy to support it. According to 
accounting and consulting firm KPMG, by 
the first week of June, the government had 
committed $259 billion1 – or 13.3% of the 
nation’s Gross Domestic Product (GDP), or 
“the economy” – in support for workers, 
households and businesses.

The centrepiece of this was the JobKeeper 
program, which was initially costed at $130 
billion, making it the single biggest piece of 
Government spending in Australian history. 
The extension of JobKeeper to March 2021 
will see the cost of the program increase by 
about $15.6 billion2 in FY21.

Clearly, JobKeeper – which is effectively the 
commonwealth government picking-up the 
wages bill for eligible businesses – has been 
the major backstop for the economy. It is not 
perfect, and because a business needed to 
demonstrate at least a 30% turnover slump, 
it doesn’t cover all businesses, but it simply 
does not bear thinking about to imagine the 
economy without it. 

We found that all levels of government 
stepped up to provide a broad range of 
measures to help businesses and households 
get through an extended period of 
isolation and the rapidly changing business 
environment. The state government brought 
out a $534 million3 Business Support 

At the same time as the code was announced, 
the government also announced that the state 
governments would consider arrangements 
to allow at least a three-month waiver and 
three-month deferral of land tax for eligible 
landlords and tenants who signed-up to the 
scheme. To give effect to the principles set out 
in the Code of Conduct, Victoria introduced 
the COVID-19 Omnibus (Emergency 
Measure) (Commercial Leases and Licences) 
Regulations 2020 (Vic) (Regulations) on 
1 May 2020, taking retrospective effect 
from 29 March 2020, with a sunset on 
29 September 2020. In August, this was 
extended to 31 December 2020.

Complementing this, landlords who provide 
tenants impacted by the coronavirus 
pandemic with rent relief, and those unable 
to secure a tenant because of the pandemic, 
could potentially be eligible for a 25% or 
50% reduction on the property’s 2020 land 
tax. In practice, this relief measure did not 
make a difference.

While we broadly support the aims of rental 
freezes – to help businesses badly hit through 
no fault of their own – we believe that in 
practice, the focus of fairness to tenants has, 
in many cases, come at the expense of the 

Package to provide more support to help 
businesses and workers. And in addition 
to providing extensive guidance and 
information, many of the local Councils in 
the South East are also offering assistance 
packages. 

These included: deferral of rate payments for 
businesses facing hardship; refunds of various 
business registration and operating fees; the 
waiver of rents for entities within Council 
buildings; the fast-tracking of applications and 
compliance issues; and businesses coaching 
or mentoring. Some councils also brought-
forward building and other maintenance 
programs, in an effort to maintain employment 
and keep money flowing through local 
economies.

In our business, the other major plank of 
government support that was most relevant 
was the mandatory Code of Conduct4 for 
commercial tenancies, which was confirmed 
by the federal government in early April. 
It applies where the tenant or landlord is 
eligible for the JobKeeper Program, or has a 
turnover of up to $50 million.

Under the code, landlords are not able 
to terminate leases or draw on a tenant’s 
security if they fail to pay rent during the 
COVID period. Landlords must also offer rent 
discounts proportionate to the tenant’s drop in 
trade, while the tenant must honour the lease.

financial health of landlords. We believe that, 
at least partially, the governments’ actions 
are based on a widespread, but inaccurate, 
perception that all landlords are wealthy, 
and can “take one for the team” in terms of 
giving-up their rental income for a period. 
We have seen many cases in 2020 in which 
the landlords – who are often mum-and-dad 
investors – have been severely impacted by 
income shortfalls because they have been 
legislated into waiving rent. We continue to 
advocate on their behalf. 

Another part of the commonwealth 
government’s economic response to the 
pandemic that is highly relevant to our 
business was the introduction in March of 
a “temporary safe harbour” insolvency 
measure. It suspended – for six months, if it is 
not extended – the current “insolvent trading” 
regime, whereby directors can be personally 
liable for debts incurred by their company 
at a time it is insolvent. To further protect 
businesses, since 25 March, a statutory 
demand can only be issued in relation to 
outstanding debts over $20,000 (up from 
$5,000), and a debtor has six months to pay 
the debt, increased from 21 days. 

 � rent should continue to be paid where 
possible

 � a freeze on rent increases (except where 
based on turnover)

 � a prohibition on penalties for non-trading 
or reduced trading

 � a prohibition for passing land tax on to 
tenants

Aside from the proportionality requirement, the code requires:

 � a prohibition from charging interest on 
unpaid rent

 � a prohibition from making a claim against 
a rent guarantee or security deposit, and

 � administrative relief to allow 
renegotiation of the lease.
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SEEING THE CLIFF PROPERTY MANAGEMENT 

In the commercial and industrial property 
sector the prospect of a “financial cliff” is 
openly being spoken about. What happens 
when the support measures detailed above 
start to expire? Sadly, there are many 
businesses operating solely through the grace 
of JobKeeper – and in a situation where they 
are hanging-on for the prospect of Christmas 
trading rescuing them. We feel that many of 
these “zombie businesses” will not survive. In 
many ways, this is the flipside of the optimism 
and resilience that we also see: there will be 
financial and personal pain for many of these 
businesses when the measures expire — when 
they will not only lose access to JobKeeper 
wage-subsidy payments, but the insolvency 
pause that has allowed businesses to trade 
without needing to respond promptly to 
creditor queries. 

The ingredients for a spate of business 
collapses and tenancy evictions remain 
very real, particularly in retail – which is 
heading into a time of year when many would 
normally be expecting to make most of their 
annual profit, in the months between October 
and January.

With the extent of government support, not 
only is it difficult to “see-through” that overlay 
to assess the health of the real economy, 
it is also impossible to predict the human 
consequences of the pandemic. We feel 
that Melbourne going back into Stage 4 
Lockdown was a “kick in the guts” for many 
businesses – they thought that Victorians 
had done the right thing, and that there was 
light at the end of the tunnel, so they were 
blindsided by the backward step. Again, 
some will not only survive, they will thrive: 
many will have actually used the enforced 

The COVID pandemic created – and 
continues to pose – a raft of business 
challenges for our property management are. 
We have seen first-hand the many impacts 
and challenges faced by our landlords and 
tenants in navigating this turmoil. 

Vacancy rates have remained steady, at 3.8% 
across the portfolio during the June 2020 
quarter. We forecast this to grow to 5.5% by 
the end of 2020.

We have been able to continually secure new 
leases, which has absorbed the vacancies 
created by the pandemic. But once the 
government grants and incentives for business 
are eased, we expect that the vacancy rate 
will increase, as we are aware that some 
business will struggle without this assistance 

We predict movement of business to be 
ongoing with downsizing of premises to 
continue to occur in 2021 as a result of cost-
cutting measures by business.

In the office sector, we forecast vacancy rates 
to remain steady and we forecast the higher 
growth of vacancy to occur in the retail sector 
across our portfolio. 

down-time to make plans, adapt for the future. 

But we have to be realistic, that many business 
proprietors will come to realisation that they 
either can’t – or would rather not – do it 
anymore. The fallout is expected in 2021.  

Interestingly, the latest statistics for corporate 
and personal insolvency, for the June 20205 
quarter, showed the largest quarterly drops 
in both corporate and personal insolvency 
ever recorded. While this may appear 
counter-intuitive, solvency accounting firm 
Worrell’s points out that measures such as 
the JobKeeper payments, the moratorium 
on collection action by creditors, and the 
amnesty to protect directors from potential 
insolvent trading claims are acting to keep 
bankruptcies and insolvencies low. Again, 
there is likely to be fallout in these areas when 
the emergency support is withdrawn.

Divorce is expected to be another human cost 
of the pandemic and the business difficulty 
that has ensued. It does appear that COVID 
has kicked-off a spurt of divorces in Australia 
– as was the case with the GFC, which 
resulted in a 5% spike in divorces. 

ASX-listed family law specialist AF Legal said 
in its FY20 results6 that “file openings” – or 
new cases – were up 34% on the FY19 figure, 
and that the firm had a “robust pipeline” of 
work for FY21. File openings were up 50% 
in the January-June 2020 period, and ran 
at record levels in both May 2020 and June 
2020 respectively.

Sadly, says AF Legal, Google searches for the 
term “divorce” surged to their highest point in 
12 months at the end of June 2020, and were 
up 49% from 2019. 

In these tough economic conditions, we have 
striven in all cases to find a solution whereby 
we can offer a tenant some rental relief and 
in turn secure the future of the tenancy for 
them and the landlord. The upshot of the 
introduction of the Commonwealth Code 
of Conduct and the subsequent Victorian 
measures to implement it, more than 85% of 
all tenants within our property management 
portfolio are on some form of rent relief 
agreement with their landlord. 

This provides surety to the tenant and to the 
landlord for long-term security of tenure. We 
seek to create outcomes where the tenant 
benefits from rental relief and the landlord 
benefits by securing a longer-term tenancy.

An example of this is where we were able 
to secure a renewal of lease two years’ in 
advance for a popular Bayside day care 
centre. This renewal of eight years provides 
immediate surety to our landlord and was 
worked-in with ongoing rental incentives for 
the tenant. Both parties were thrilled that they 
were able to shore-up an important asset in a 
difficult time for business.  
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Insights

Our sales and leasing results/activities in July 
were strong, and directly flowed-on from the 
activity in June as we appeared to be coming 
out of Stage 3 lockdown. However, once the 
second Stage 3 lockdown began in mid-July, 
activity slowed: we believe many businesses 
bunkered-down to review their strategies, 
assessing what may happen with JobKeeper 
and the State’s progress in terms of cases, 
before they act.

In August and September, this activity……
Were we going to make extra comment here?  
Space…..

We are seeing some definite trends.

Short-term leasing demand for industrial 
space has shot up, as the business 
environment evolves rapidly.

How We See FY21

RETAIL  

Retail has been changed drastically by 
COVID. 

Retail businesses – and the premises they 
require – need to evolve. We see many shop-
fronts transitioning to offices, and retailers that 
have embraced the shift to online – which 
has been accelerated by people being 
confined at home – both adapting their 
outlets to include despatch areas for fulfilling 
their online orders, and investing heavily 
in IT/websites/delivery processes. In fact, 
we believe that more retail businesses will 
close their shop-fronts and relocate to small 
industrial buildings to support their online 
store.  

Retail businesses that relied on their 
presence in fashionable or up-and-coming 
neighbourhood strip centres, with constant 
passing foot traffic, face a stressful future, 
wondering whether consumers will resume 
their former shopping habits. Creating a 
more sustainable retail business model for 
these businesses may require more of a co-
operative approach between proprietors and 
landlords than has traditionally been the case. 

Some kinds of retail businesses are better-
positioned as we come out of COVID than 
others. Those sectors related to home – 
such as homewares, landscaping, home 
improvements, and maintenance – will 
continue to be strong as people find home 
and their own business premises a safe haven.  

  

OFFICE

We are seeing an increase in suburban office 
leasing demand, particularly from corporates 
looking to move from the CBD to work closer 
to home, to more accessible locations for their 
workforces. No longer will the attraction of a 
gleaming City high-rise building or trendy – 
but faraway – inner-city location necessarily 
form part of the business’ “offering” to its 
staff. While many people will continue to 
work from home for some time, we see this 
tapering-off off, because at heart, people are 
social beings, and productivity is diminishing 
through lack of face-to-face communication 
and interaction. 

We don’t see 100% working from home 
lasting much longer – but we see the small 
office located close to home gaining in 
appeal. Minimising the amount of time that 
employees have to spend on public transport, 
or fighting traffic – and minimising travel 
times in general – will be very important to 
a lot of employers (greatly improving the 
environmental aspects of our cities, as a 
bonus!)  

Within offices, we expect changes: where 
office space per employee came in to 10 per 
sqm from 20sqm in the 1980s, in a new era 
of social distancing, we see that ratio pushing 
back out. ‘Hot-desking’ will be seen as a 
potential risk.

We expect the suburban office market to 
return to favour, and gain momentum. We 
think that employers will need to offer ample 
parking, and plenty of office space for staff to 
move about – shying away from lifts!
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INDUSTRIAL 

As the second of our “core” markets, we 
are excited about the outlook for industrial 
property. We feel that Melbourne’s South 
East is ideally positioned through its transport 
and logistics attributes to service the growing 
online market. Investment in South East road 
networks such as Dingley Bypass, Peninsula 
Link, Colemans Road Extension and the 
Mordialloc Bypass (under construction) are 
helping enormously.  

We are confident that the buyer “pool” for 
smaller industrial will continue to increase. On 
the latest (2016) data, 88% of all Australian 
business have less than five employees, and 
that cohort is always going to be dominant 
force in industrial property (as indeed, it is 
in commercial property). There has been 
a supply lag in small industrial property in 
the last 12 months, so we expect this sector 
to remain active, as it was in the April-
June 2020 period when the small business 
sector was the most nimble and active of all 
property players. 

We see industrial property landlords 
continuing to offer tenants flexibility with their 
leases, understanding that a tenant in place 
is gold in a rapidly changing environment. 
The South East is getting quite tight in terms 
of available stock of industrial land, so good 
assets have been keenly sought through the 
pandemic, and we expect that to continue. 

The self-managed super fund (SMSF) sector 
should continue as a major source of demand 
in this sector, as business proprietors make 
use of the “business real property” rules 
that allow them to have their SMSF buy 
the business premises, and become the 
landlord of the business. While there were 
fears that the exodus of major banks from 
the SMSF loans space would spell the end 
of SMSF borrowing, new non-bank lenders 
continue to emerge to fill the gap, with limited 
recourse borrowing arrangements (LRBAs) 
now accounting for about 7% of the total 
assets held by SMSFs, at about $47.3 billion. 
Australian Taxation Office (ATO) data7 shows 
that LRBA activity rose by 8.2% in the 12 
months to March 2020, although some of this 
is accounted for by residential property.
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Conclusion
With Victoria still in Stage 4 Lockdown at 
the time of writing, like everyone, we are 
uncertain of the progress along the state 
government’s ‘roadmap to recovery.’ But, 
like everyone, we’ve found a way to live 
with COVID, while planning for a return to 
normality eventually. 

The major lesson from this incredible year is 
that life goes on, and business goes on. We 
have heard and witnessed some inspiring 
stories of resilience, and we look forward to 
2021. Hopefully, in the 2021 version of this 
document, we are looking back on COVID, 
and remembering proudly how we all 
adapted. 
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