Logistics:

Beyond warehousing

Why industrial and logistics are the next big thing in Asia Pacific.
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Overview
Asia Pacific’s positive macro and socio-economic
fundamentals have been shaping its industrial and logistics
sectors. The Asia Pacific economy is slated to remain the
fastest growing region in the world with its strong population
growth, rapid urbanisation and emerging middle class.
Complementing these positive underlying macro drivers are
structural shifts in the industrial and retail sectors, and the
continual advancement in technology and automation.
The logistics sub-market in particular is expected to be a key
growth driver for the sector given the expansion of the 3PL
industry and the growth of e-commerce platforms. A number
of Asia Pacific logistics markets have performed well, with
performance on par with markets in Europe and the United
States. The World Bank has reported that five Asia Pacific
countries—Japan, Singapore, Hong Kong, New Zealand and

Australia—made it into the top 20 performers on its most
recent Biennial Logistics Performance Index1. South Korea,
China and Taiwan ranked in the top 30, while four Southeast
Asian countries also performed well and were within the top
50 best performing markets globally.
Differing market performances reflects the diversity in scale
and maturity across the region. China, Japan, South Korea,
Singapore, Australia and India are the six largest markets
in Asia Pacific. While these markets are at various stages
of maturity, estimated stock totals more than 1.5 billion
sqm, ahead of the United States’ estimated 1.2 billion sqm.
Further rapid growth in the Asia Pacific industrial market
is anticipated, backed by positive underlying industry and
macro fundamentals.

Key drivers

Macro

Industry

Strong GDP growth
Asia Pacific leads global economic growth. Strong
growth is projected to continue, with real GDP forecast
to increase by 4.3% in 20192.

Increasing e-commerce platforms
Asia Pacific accounted for 42.1% of the global
e-commerce logistics market (by revenue)5 in 2017. This
will rise further, with the region expected to account for
51.4% of the market by the end of 2021.

Positive demographic profile
Asia Pacific’s middle class population is projected
to increase by 600 million people between 2015 and
20203.
Rapid urbanisation
Asia Pacific is rapidly urbanising. The total urban
population is expected to increase by 10% between
2018 and 20224.
High infrastructure investment
China’s Belt and Road Initiative will strengthen
infrastructure, trade and investment links across 60+
countries. These countries collectively account for
more than 30% of global GDP and more than 60% of
the global population.

1
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Expanding 3PL sector
Revenue in the 3PL sector in Asia Pacific is predicted
to grow by a compound annual growth rate (CAGR) of
7.6% between 2018 and 20225.This is more than double
the rate of expected growth in North America and
Europe over the same period.
Greater implementation of technology
Technology will continue to shape the industrial sector.
The global size of the market for industrial robots is set
to increase from USD 41.9 billion in 2017 to 73.5 billion
in 20236.

A benchmarking tool that helps identify the challenges and opportunities that each country faces in their trade logistics performance
Oxford Economics
The Unprecedented Expansion of the Global Middle Class – An Update, February 2017 (Brookings)
In aggregate across China, India, Japan, South Korea, Australia, and Singapore.Oxford Economics
Transport Intelligence
Statista
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Why invest in industrial?
Investor interest in the Asia Pacific industrial
sector has been gaining momentum in recent
years. New investors to the sector, coupled
with the growth of assets under management
from existing investors and developers
within the region, have created a competitive
environment from both an investment and
development standpoint. The depth of capital
seeking investment into the sector has placed
upward pressure on land values and led to yield
compression across most markets in the region.
More mature industrial markets like Australia
and Japan have traditionally been some of
the largest beneficiaries of direct industrial
sector investment. However, other markets in
the region are now attracting a deeper pool of
investors. China, Korea and India, in particular,
have recorded a greater influx of capital - both
domestic and cross-border.
Transaction volumes in the Asia Pacific industrial
sector have been setting new records. Full-year
volumes in 2017 grew by 34% compared with
20167. This momentum continued into 2018, with
transaction volumes in the first three quarters of
the year up by 29% relative to the same period
last year.
7

Investment demand is largely driven by the
improving fundamentals of industrial markets
and the ongoing positive structural shifts
in the sector. In particular, the expansion of
e-commerce platforms and rising requirements
for 3PL services suggest increasing demand for
industrial and logistics space in the region.
Institutional investors are also demanding
scale and geographic diversification within
their industrial exposure. As a result, specialist
managers are moving into new markets, often
with a view to undertake platform merger and
acquisitions (M&A). Difficulties in building scale
within the sector have also led to more portfolio
transactions and entity level deals. Industrial
and logistics Real Estate Investment Trusts
(REITs) and managers have become the latest
target for buyouts or M&A from major investors
and private equity funds.
Major capital investors are also lending their
support to specialist managers. Capital sources
are increasingly partnering with expertise or
specialist managers with complementary skill
sets and setting up joint ventures or separate
account investments.

Real Capital Analytics (RCA)

Figure 1: Asia Pacific transaction volumes
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Table 1: Select Asia Pacific REIT/platform M&A – ongoing and completed in the past 2 years

Target Entity

Acquiring Entity Commentary

Viva Industrial
Trust

ESR-REIT

Merger between both REITs, with Viva to be delisted. Viva
enterprise is valued at approximately SGD 1.4 billion.

Cache Logistics
Trust

ARA

ARA has been building its shareholding of Cache Logistics
Trust REIT. ARA also acquired full control of REIT manager,
CWT.

CWT

HNA

Prior to the ARA buyout of CWT, HNA acquired CWT in 2017 for
about SGD 1.4 billion.

GLP REIT

Hopu/Vanke et al

Management buyout of GLP at USD 11.6 billion representing
Asia’s largest ever private equity acquisition.

Propertylink REIT ESR

Ongoing. ESR has made an offer for Australian logistics REIT
Propertylink for AUD 693 million (USD 505 million). ESR owns
19.9% of Propertylink shares.

Centuria
Industrial Trust

Propertylink

On hold pending ESR’s proposal to take over Propertylink.
Propertylink launched an AUD 755 million offer for all
outstanding shares of Centuria Industrial REIT (CIP) that
was to be funded partly by cash payment and an offer of
Propertylink shares. ESR is a major shareholder of both
Propertylink and CIP’s manager.

Commercial
and Industrial
Property

ESR

ESR acquired Commercial and Industrial Property for AUD
103 million (USD 76 million) marking its official entry into
Australia.

Source: JLL

Table 2: Selected capital partnering or joint venture

Market/Capital

Manager

Investor/Partner

China

ESR
Goodman
LOGOS
LOGOS
NewEase
GLP

Invesco
CPPIB
Ivanhoe/CBRE Investors
Ivanhoe/PFA Pension
Warburg
CIC

India

IndoSpace
ESR
LOGOS
Firstspace

CPPIB
Allianz
QuadReal/Ivanhoe
Ascendas

Japan

Center Point Developments

Mitsubishi UFJ Lease & Finance

Korea

Kendall Square (ESR)

CPPIB/APG

Singapore/Indonesia

LOGOS

CPPIB

Source: JLL
Logistics: Beyond warehousing I 5

The private equity funds landscape

the rapid influx of capital and new players into the sector,
combined with strong underlying supply/demand dynamics,
competition for opportunities is rising in more untapped
markets such as India, Southeast Asia and South Korea.
Some notable examples include APG and CPPIB teaming
up with ESR to develop logistics facilities in South Korea in
2015, and joint ventures between LOGOS and CPPIB and
Ivanhoe Cambridge to invest in modern logistics properties
in Singapore and Indonesia in 2016. CPPIB also partnered
with IndoSpace to develop product in India. In terms of the
smaller and first-time entrant investors, these companies
would typically lack capacity and experience, and would
generally gain exposure to the sector through listed real
estate investment trusts, private real estate funds, or
separate accounts.

Institutional investors across North America, EMEA and Asia
Pacific remain meaningfully under-invested to real estate,
and their target allocation to the asset class may increase
in the near future8. Higher allocation to the sector may be
through investment into private real estate vehicles—the
most preferred investment route to real estate9.
After the global financial crisis, the industrial sector gradually
became more institutional. Investment allocations toward
the sector grew, supported by the increasingly favourable
underlying fundamentals of the sector. This partly reflects
the ranking of Asia Pacific logistics as the second most
preferred sector globally by investors in 2017 and 20189.
Most investors focus on the larger markets such as Australia,
Japan and China. However, over the past few years, with

Figure 2: Select single country industrial and logistics joint venture programmes and strategic partnerships
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Source: JLL, Preqin, PERE, company reports
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2018 Institutional Real Estate Allocations Monitor by Hodes Weill
ANREV Investment Intentions Surveys
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The private real estate funds landscape in Asia Pacific for
industrial investments can be broadly sectioned into:
I.

single country vehicles

II.

pan-regional multi-sector funds with an allocation
to industrial

Given the complexities and regulatory regimes governing
the industrial sector in most markets, most single country
industrial funds are established by domestic managers
or pure-play industrial operators who have extensive
experience and footprint in the targeted market.
Over the last 12-18 months, there has been increasing activity
from several of these specialised players venturing into new
markets or expanding into existing ones. They do this by
either deploying more dry powder at the asset level or by
putting capital to work via M&A activities.

The Asia Pacific investable universe for industrial real estate
is growing. However, the sector in many markets is still in
the early stages of institutionalisation, and with limited
infrastructure in place. As a result, most funds tend to be
on a higher risk spectrum with a greater development
component.
Globally, industrial funds raised USD 54.7 billion in capital
between 2012 and 2017. Asia Pacific accounted for most of
this (USD 20.8 billion)—ahead of North America (USD18.7
billion) and Europe (USD 9.85 billion).10 The significant
amount of capital raised and the establishment of followon vehicles indicate the sector’s growing appeal and the
widening sources of global and regional capital.

Table 3: Select single country industrial and logistics funds in Asia Pacific

Fund

Manager

Primary strategy

Market

Structure

Year of final close

DREAM Logistics Fund Series (I–II)

DREAM

Core

Japan

Closed-end

2010, 2012

MBRM Logistics Fund Series (I–III)

Mitsui & Co

Opportunistic

Japan

Closed-end

2008, 2011, 2013

LaSalle Japan Logistics Fund Series (I–IV)

LIM

Opportunistic

Japan

Closed-end

2004, 2007, 2013, 2017

Mapletree Japan Logistics Development
Fund

Mapletree

Opportunistic

Japan

Closed-end

2014

Goodman Japan Core Fund

Goodman

Core

Japan

Closed-end

2012*

Redwood Japan Logistics Fund Series (I–II)

ESR

Value-add

Japan

Closed-end

2014, 2018

Redwood China Logistics Fund

ESR

Opportunistic

China

Closed-end

2016

GLP China Logistics Fund Series (I–II)

GLP

Opportunistic

China

Closed-end

2013, 2015

IndoSpace Logistics Park Series (I–III)

IndoSpace

Opportunistic

India

Closed-end

2009, 2014, 2018

Direct Industrial Fund Series (1–4)

Charter Hall

Core

Australia

Closed-end

2012, 2013, 2014, 2016**

Propertylink Australian Industrial Partner
Series (I–II)

Propertylink

Value-add

Australia

Closed-end

2014, 2015

Charter Hall Prime Industrial Fund

Charter Hall

Core

Australia

Open-end

-

Australian Prime Property Fund Industrial

Lendlease

Core

Australia

Open-end

-

Goodman Australia Industrial Partnership

Goodman

Core

Australia

Open-end

-

Source: JLL, Preqin, PERE, company reports
* Close of stage 1 equity raising
** Year of launch

10

PERE Research
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Unlike pure-play industrial operators, most regional and
global fund managers do not have the access, expertise
and market knowledge to successfully develop and manage
industrial assets. So far, there is also limited investment
opportunity to create a sizeable pan-regional industrial
fund, given the shortage of supply in a number of tightly
held markets across the region. As such, depending on
the underwriting, investment thesis and guidelines, most
multi-country funds seeking to invest across multiple sectors
would have some allocation to the industrial sector.

Offshore investors who are new to Asia and seeking low risk
investments would typically invest in Pan-Asia open-end
core funds. These funds are often the gateway vehicle for
investors to enter the region, typically employing the strategy
of acquiring modern institutional-grade industrial facilities
in prime locations. A strategy further up the risk spectrum
would see fund managers tapping into assets in secondary
locations, seeking assets that require value-add works, or
engaging in development projects such as build-to-core or
build-to-suit.

Table 4: Select pan-regional private equity real estate funds with an allocation to industrial

Fund

Manager

Primary
strategy

Market

Structure

Year of
final close

Equity raised
(USD billion)

M&G Asia Property Fund

M&G Real Estate

Core

Pan-Asia

Open-end

-

-

Prime Property Fund Asia

MSREI

Core

Pan-Asia

Open-end

-

-

JP Morgan AM

Core

Pan-Asia

Open-end

-

-

Invesco Real
Estate

Core

Pan-Asia

Open-end

-

-

Heitman

Value-add

Asia Pacific

Closed-end

2018

0.3

CBRE Global
Investors

Value-add

Asia Pacific

Closed-end

2017

1.0

Asia Property Fund III

PGIM Real Estate

Value-add

Asia Pacific

Closed-end

2016

0.7

Secured Capital Real Estate
Partners VI

PAG Real Estate

Opportunistic

Asia Pacific

Closed-end

2017

1.9

Blackstone Real Estate
Partners Asia II

Blackstone

Opportunistic

Asia Pacific

Closed-end

2018

7.1

Gateway Real Estate Fund V

Gaw Capital

Opportunistic

Greater China

Closed-end

2017

1.3

JP Morgan Asia Pacific
Property Fund
Invesco Real Estate Asia Fund
Heitman Asia-Pacific
Property Investors
CBRE Asia Value Partners IV

Source: JLL, Preqin, PERE, company reports
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Location, location,
location
Locations of modern warehouse stock in China is increasingly out of step
with the spread of its middle-class consumers and online shoppers. Their
cravings for goods are driving demand for better located distribution
facilities.
Where should you look next for logistics space? Find out more here.
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Shanghai
Rental Value

RMB 1.38

Demand
Net absorption rising

sqm per day,
net effective on GFA

• Overall demand and inquiry levels remain strong, with high enquiry and take-up from 3PL
and supply management firms.
• However, absorption rose somewhat less than might have been expected, given that
Shanghai’s take-up usually moves in tandem with supply. Nonetheless the newly
completed projects are expected to be taken up relatively quickly.

Rental Growth y-o-y

Supply
Steady supply additions

4.3%

Stage in rental cycle

Growth rising

• After relatively subdued supply additions in 2017, supply in 2018 is reasonably solid, with
vacancy rising broadly across the market.
• However, supply is expected to moderate, with the current future pipeline modest relative
to supply in 2018.
Financial Indicators
Rental growth accelerates further
• Rents grew at its fastest pace in several years despite the rise in vacancy. Rental growth in
West Shanghai is particularly strong given low vacancy, limited supply, and strong demand.
• Investors are actively looking for opportunities in the Shanghai industrial market. However,
opportunity remains limited.
Outlook
Stricter enforcement of tax policy may affect leasing activity
• Because of the local government’s stricter enforcement of tax policies, users are becoming
more cautious in leasing spaces. However, overall demand remains strong, which should
continue to support rental growth.
• Domestic capital will play a leading role as domestic investors increase their exposure to
the industrial sector; foreign investors will be more cautious as they consider rising U.S.
interest rates.

Figure 3: Financial indicators			

Figure 4: Physical indicators
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Beijing
sqm per day,
net effective on GFA

Rental Growth y-o-y

11.5%

Stage in rental cycle

Growth rising

• 3PL companies, e-commerce firms, and manufacturing companies continue to be the
primary drivers of market demand.
• The availability of existing industrial space is relatively low, with vacancy sitting at around
0.5%. This is leading to greater renewal activity, with relatively few new market deals.
Supply
No new supply additions for more than 12 months
• Stricter enforcement of tightened tax policies again led landlords to delay stock opening
dates due to a lack of preferred tenants. The overall vacancy rate remained at a five-year
low.
• The municipal government is continuing to restrict the amount of new warehouse land
entering the market in its attempt to shift non-core capital functions away from Beijing.
Financial Indicators
Demand-supply balance supportive of growing rents
• Tight market conditions helped sustain a strong uplift in rents. In 3Q18, rents grew by a
robust 6.0%, the highest quarterly growth rate since JLL began tracking the market in 2004.
• With investment companies and developers remaining active in seeking tradable facilities,
yields continued to compress as capital value growth outpaced rental growth.
Outlook
Strong market fundamentals expected to persist
• A number of projects are expected to be delivered by year-end. While demand is expected
demand is expected to remain strong, restrictions on the types of tenants that can take up
new space may hamper leasing activity.
• Investment appetite to remain robust, but opportunity to acquire prime grade assets is
limited. Capital values are anticipated to continue to increase.

Figure 5: Financial indicators			

Figure 6: Physical indicators
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Hong Kong
Rental Value

HKD 13.0

sq ft per month,
net effective on GFA

Rental Growth y-o-y

0.8%

Stage in rental cycle

Growth stable

Demand
Trade war has had only a limited impact thus far
• Macro drivers are positive. Exports grew by 11.6% in the 12 months to August 2018 and
imports rose by stronger 15.2%, while airfreight cargo grew 3.6%.
• Despite the growing concerns around the U.S.-China trade war, a number of 3PLs continue
to expand their warehouse operations.
Supply
Stock completions limited in 2018
• No new supply is anticipated in 2018. After reasonably solid supply additions in 2016 and
2017, the current pipeline remains flat.
• The future pipeline also remains muted with limited supply expected to enter the market
over the next three years.
Financial Indicators
Capital value growth slows down amid muted investment market
• Rents have remained broadly stable. The uncertain macro-environment is positive for
tenants as landlords seek to de-risk their investments by offering attractive leasing terms.
• The lack of clarity around the possible relaunch of the industrial building revitalisation
policies is leading to uncertainty amongst investors. Nonetheless, investment appetite
remains broadly robust.
Outlook
Leasing market holds up amid constrained supply
• Tenants are likely to continue to take advantage of the current economic uncertainty by
securing warehousing space at attractive rents.
• Investment volumes are expected to regather momentum over the next 12 months,
underpinning capital appreciation through to 2019.

Figure 7: Financial indicators			

Figure 8: Physical indicators
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Greater expectations
Greater Tokyo is expected to have over 4.2 million sqm in new supply of
logistics space for 2018 and 2019. The growth of e-commerce is just one
of the factors driving the demand for modern logistics facilities.
See what else is making Greater Tokyo the next logistics hotspot here.

Tokyo
Rental Value

JPY 4,228

tsubo per month,
gross on NLA

Rental Growth y-o-y

0.7%

Stage in rental cycle

Growth slowing

Demand
Net absorption reaches over 1.0 million sqm in 2018.
• Macro-economic factors are supporting strong uptake in space. Industrial production
remains strong, while import volumes grew the for fifth consecutive month.
• 3PL players, online retailers and manufacturers remain the strongest sources of demand,
with net absorption reaching over 1.0 million sqm in the first three quarters of the year.
Supply
Vacancy rises due to supply-side factors
• Industrial supply remains high, placing upward pressure on vacancy levels despite strong
demand-side fundamentals.
• Vacancy rose to around 5.1% in 3Q18 in the Greater Tokyo area. Despite this quarterly
increase, vacancy remains lower than in the same period 12 months ago.
Financial Indicators
Rents broadly stable
• Supply is placing downward pressure on rental growth. Rents in greater Tokyo have
increased by a modest 0.7% y-o-y.
• Investor appetite for prime industrial assets is strong. Downward pressure on yields
remains with an attractive spread between office markets.
Outlook
Capital values expected to rise further
• Trade-oriented indicators are expected to remain positive in 2019, with robust growth in
industrial production and imports over the next 12 months.
• Rental growth is expected to remain subdued on account of high supply. However, capital
values are anticipated to rise further amid continued investor interest.

Figure 9: Financial indicators			

Figure 10: Physical indicators
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Let’s talk logistics
In South Korea, it’s time to talk logistics. The country’s e-commerce
penetration rate is at 18 percent, making it the highest in the world. And
there’s still plenty of room for growth.
See the investment opportunities here.

Seoul
Demand
3PLs an increasing source of demand
• Industrial demand in Seoul is broad-based, but strong demand is coming from
e-commerce retailers and 3PLs.
• The government is promoting inner-city logistics centres. Dubbed as “e-Logis Towns”, the
centres are conversions of old, unused bus terminals. Their proximity to the centre of Seoul
makes them ideal for business to consumer delivery.
Supply
High supply
• New supply has been strong in the Seoul Capital Area, with a relatively high level of
completions.
• Firms consolidating their business operations into newer, more efficient space supported
much of the newly developed space. Companies upgrading from older facilities also
contributed to the uptick in supply.
Financial Indicators
Rental growth subdued but location-dependent
• The delivery of new supply to the market has placed downward pressure on rents, with
rental growth broadly subdued.
• However, growth across the Seoul Capital Area is mixed. Areas closer to the city centre
have recorded relatively stronger growth, with broadly stronger demand from freight
owners.
Outlook
Potential future demand drivers expanding
• Expansion into fresh food/grocery delivery may support additional demand for
warehousing and logistics space over the short to medium term.
• The investor market is expected to continue to remain robust. Demand will likely remain
strong for newly completed product with modern specifications. Based on recent
transactions, there may be scope for further moderate yield compression.

16 I JLL

Singapore
Rental Value

SGD 1.36

sq ft per month,
gross effective on NLA

Demand
Solid occupier demand
• Demand for warehouse space was firm, driven largely by renewals and relocations.
• Future demand for logistics facilities to be driven by the business growth of logistics
service providers as well as industrialists/end-users.
Supply
Past the cyclical peak in supply

Stage in rental cycle

Growth stable

• After peaking in 2017, supply in 2018 will be relatively subdued. The supply outlook is also
modest, which may lead to falling vacancy levels.
• The push from the government to adopt Industry 4.0 initiatives may lead to more
construction of higher specification logistics and warehouse facilities.
Financial Indicators
Rents stabilise
• Logistics rents remain under pressure because of high vacancy, although they have
broadly stabilised.
• Transactional evidence remains limited. Despite strong investor sentiment, yields have
remained stable over 2018.
Outlook
Net absorption to outpace supply
• Moderate logistics rental growth is anticipated next year as vacancy falls amid tapering
new supply.
• The limited buying opportunities, amid a rental recovery, could result in marginal yield
compression for logistics and warehouse assets.

Figure 11: Financial indicators

Figure 12: Physical indicators
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Delhi
Warehouse and logistics has emerged as a big growth area for
investment. Supportive government policies and the entrance of
offshore owners and developers have underpinned the strong
injection of capital into the sector in recent years.

Demand
Pockets of high demand
• Demand is growing in major corridors such as Gurgaon and Sonipat in the Delhi NCR.
• The expanding 3PL sector, last mile delivery, and the integration of technology and
automation into warehousing and logistics space have created an emerging source of
occupier demand. Over 2017 in NCR Delhi, total absorption reached 436,600 sqm (4.7
million sq ft.).
Supply
Policy supporting greater development
• Supply in NCR almost doubled in 2017 compared to 2016, with almost 760,000 sqm of new
supply in 2017 (around 8.2 million sq ft).
• The increase in supply was the result of the implementation of the Goods and Services Tax
(GST) in mid-2017. The importance of state boundaries are expected to diminish, while the
GST will support hub and spoke models of distribution, and shift end-user demand from
older style facilities to large box, good quality Grade A warehouses.
Financial Indicators
High supply constraining rental growth
• Broadly stable rents across NCR Delhi masks divergent performances across submarkets.
Nonetheless, grade-A rents averaged between a range of 1.6-2.0 INR sqm per month in
2017 (17-21 sq ft).
• The expected delivery of new supply to the market may keep rental growth modest.
Outlook
Policy drivers to support future growth
• The implementation of the GST, the establishment of a logistics department within the
government, and the granting of infrastructure status to logistics will boost development
and investment into the sector
• Total warehouse stock in 2019 across the eight major markets is expected to rise to around
19.0 million sqm (204 million sq ft),which is double the size of the market just five years ago.
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Logistical dream?
As an e-commerce giant reaches its first anniversary of entering the
Australian market, demand for logistics space is at an all-time high. Is
now the prime time to invest in the rising sector?
Find out more here.

Sydney
Rental Value

AUD 119

Demand
Strong gross take-up

sqm per annum,
net on GFA

• Sydney has experienced three years of annual gross take-up exceeding 1.0 million sqm,
well above the 10-year annual average of around 720,500 sqm.
• 3PL firms are expected to continue to drive demand, and the recent entrance of large
e-commerce platforms in Australia will further support growth for industrial floor space
across Sydney.

Rental Growth y-o-y

Supply
Supply completions and forward pipeline are high

2.8%

Stage in rental cycle

Growth rising

• 2018 is expected to be the peak in the supply cycle, after consistently increasing
completion levels since 2015. Around 781,500 sqm of stock has completed in Sydney in the
12 months to September 2018.
• The forward pipeline remains strong for the Sydney industrial market, with almost half a
million sqm of developments under construction and due to complete by the end of June
2019.
Financial Indicators
Steady rental growth across most precincts
• Rental levels have grown across all precincts over the past 12 months. Rental growth
ranged from 0.9% to 7.6% in the 12 months to September 2018.
• Yields continued to compress amid a strong investment market. Yields in all six precincts
compressed in 3Q18 across both the prime and secondary markets.
Outlook
Positive investor sentiment
• Following year-on-year growth of 2.8% for the Outer Central West in 3Q18, prime net rents
are expected to grow by 2.3% over 2019.
• Expectations are that the yield compression cycle is nearing an end. However, some
moderate compression may occur in certain precincts such as South Sydney, which is
undergoing gentrification.

Figure 13: Financial indicators
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Melbourne
Rental Value

AUD 89

Demand
Macro-economic fundamentals underpinning robust take-up

sqm per annum,
net on GFA

• Demand over the past 12 months has been strong, with gross take-up over this period
above the 10-year annual average.
• The Transport, Postal & Warehousing sector continues to record the strongest leasing
volumes across the Melbourne industrial market, followed by manufacturing and retail
trade.

Rental Growth y-o-y

Supply
Completions relatively strong

Growth rising

Financial Indicators
Pace of rental growth rising
• Strong demand side drivers and a supportive macro-economic framework are
underpinning an increasing pace of rental growth, especially in the South East and West
precincts.
• Prime rents in the West grew by a robust 3.8% in the 12 months to September 2018, and by
1.8% in the South East. Average incentive levels remain broadly stable.
Outlook
Positive investor sentiment
• The outlook for the Melbourne industrial leasing market is positive. The market is expected
to benefit from strong economic and population growth.
• The yield compression cycle is anticipated to be nearing an end. However, investor
appetite in the market remains strong.

Figure 15: Financial indicators		

Figure 16: Physical indicators
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• Annual supply levels were high. Similar to take-up, supply over the past 12 months was well
above long-term benchmarks.
• Supply has been concentrated in the larger South East and West precincts. Lower rental
levels in the West and availability of land will support further precinct growth.
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Southeast Asia
Southeast Asia is becoming a more important manufacturing hub
for multinational companies. This is leading to a rise in demand for
warehouse and logistics space.
Demand
Positive macro drivers underwriting demand
• Demand has been particularly strong in Indonesia and Vietnam, supported by fastgrowing economies, a positive socio-economic profile, and supportive government
policies that aim to grow the manufacturing sector.
Supply
Increasing supply base across the region
• Industrial and logistical stock has increased significantly in recent years, underpinned by a
rising population base and rapid urbanisation across the region.
• Thailand has recorded a significant uptick in supply in recent years, and the entrance of
institutional investors into the sector across the region will likely lead to increasing supply
levels.
Financial Indicators
Financial performance varies across the region
• Rental growth rates vary significantly, owing to differing economic development, cyclical
phases, and supply-side dynamics.
• High supply has restricted rental growth in Thailand, while the potential for more supply in
Indonesia will likely limit upward rental movement.
Outlook
The outlook is positive
• The growth potential for the industrial sector in SE Asia is large, with positive macro and
socio-economic drivers.
• Infrastructure will play a key role in future development. China’s “One Belt One Road”
initiative and capital investment into local infrastructure projects will help support key
industry drivers, such as 3PLs and e-commerce.
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