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Perth office market
absorbs foreign funds

EXCHANGE TOWER: AMP Capital and Primewest have offered the A-grade tower to the market. Photo: Attila Csaszar

BROOKFIELD Property 
Partners remains Perth’s 
biggest commercial land-

lord, with almost 190,000 square 
metres of office space under its 
control, as the level of foreign 
ownership of Perth’s major 
office buildings continues to 
increase.

JLL data shows that foreign 
ownership, measured by square 
metres of office space in build-
ings of more than 5,000sqm, 

The greater volume of funding for commercial 
property is helping drive a push for diversification.

increased from 26 per cent in 
2008 to 41 per cent in 2018.

Austral ian institutional 
investment fell slightly, from 38 
per cent to 36 per cent, and Perth 
private investor ownership fell 
from 17 per cent to 12 per cent.

G over n ment ow nersh ip 
dropped from 14 per cent to 6 per 
cent over the same period.

JLL state manager WA John 
Williams said the weight of 
foreign capital in the global 
market compared with 10 years 
ago, combined with investors’ 
desire for greater diversity fol-
lowing the GFC, was helping 
to drive the shift in ownership 
levels.

The prospective returns avail-
able from Perth’s commercial 
real estate sector and a lower 
cost of capital enjoyed by for-
eign investors were secondary 
factors, he said.

“There is a greater amount of 
capital, and there is a greater 

need for diversification,” Mr Wil-
liams told Business News.

“While the foreign capital 
might be coming in and buying 
assets, at the same time our cap-
ital is diversifying into other 
markets, and that is just the way 
the world is working these days.”

Foreign buyers were also 
attracted by the transparency of 
Australia’s commercial real estate 
market as well as the relative value 
of WA, helped by the cost of capital.

Sirona Capital managing 
director Matthew McNeilly said 
there was more interest from 
investors in Perth’s commercial 
office space now than in the past 
five years.

“It’s changing more rapidly 
than I think anyone had antic-
ipated; there is lot more tenant 
demand and incentives have 
started to come down from an 
incredibly high peak,” he said.

“It’s making some deals actu-
ally start to stack up, and the 

important thing to note in the 
Perth office market is there just 
won’t be any new supply for three 
to five years, because that is the 
type of lead times we are talking 
about for new development.

“It could tighten pretty quickly 
and that is encouraging us to 
take a look, but it is a finite 
market and others are also look-
ing at it.”

Mr McNeilly said the cost of 
capital issue was exacerbated by 
tightened lending practices in 
Australia.

“Unfortunately Australia is 
banked by national institutions 
that don’t treat Australia as the 
two-speed economy it is,” he said

“You tend to have decisions 
made in the east coast that can 
make things very hard in West-
ern Australia.”

Mr Williams agreed and said 
the Perth office market was well 
past the worst.

“I think the amount of net 
absorption of office space will 
surprise a lot of people when the 
numbers are tallied at the end of 
the year,” he said.

“That will be confirmation 
that the market is heading in the 
right direction.

“With the current level of 
net-effective rents and capital 
values, we are significantly well 
below the economic cost of the 
replacement of buildings, so the 
market will ultimately correct 

and rents and capital values will 
increase.

“The other thing with Perth, it 
is more likely to hit return hur-
dles than other capital cities.

“Most investors have internal 
rate of return hurdles, which are 
a mixture of capital growth and 
cash returns, so you need capital 
returns to get those returns.

“In Sydney and Melbourne the 
perception is they have peaked, 
so you are not going to get that 
capital appreciation.

“So what other markets are at the 
bottom of the cycle where you are 
going to get some income growth 
from rent, as well as growth in cap-
ital values to hit your internal rate 
of return hurdles?”

Mr Williams said the spread 
between foreign and local inves-
tors in Perth’s office market was 
not unusual, and would probably 
increase in coming years given 
current conditions.

Institutional investor Dexus 
is Perth’s second largest land-
lord through its ownership of 
Woodside Plaza at 240 St Georges 
Terrace and two towers at Kings 
Square on Wellington Street.

Local wholesale investor 
Primewest, founded by John 
Bond in 1994, is Perth’s third 
largest investor in office space, 
although its 50 per cent share of 
Exchange Tower is on the market 
and expected to settle before the 
end of the year.
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MAJOR MOVE: Sirona’s biggest project to date is the $270 million Kings Square development in Fremantle.

Sirona positive on Perth growth

COMMERCIAL PROPERTY FEATURE

IN a landscape dominated by 
national institutions and foreign 
owners, local property investor 
and developer Sirona Capital 
stands out as an active player in 
the broader Perth and Western 
Australian property investment 
sector. 

With a background in real 
estate funds management and 
investment banking, Sirona 
co-founder Matthew McNeilly 
said the group was focused on 
developments to create income 
generating assets and was willing 
to take a long-term view.

“It’s what I describe as an insti-
tutional model rather than a 
wholesale or retail type model,” 
Mr McNeilly said.

Since launching in 2010, Sirona 
has made investments based on 
several macro-economic themes.

“It’s no accident we have ended 
up with a pretty diversified portfo-
lio of real estate assets as a result,” 
Mr McNeilly told Business News.

“We are not beholden to a spe-
cific asset class.”

Sirona’s first investment theme 
is based on the general shortage 
of large lot industrial land supply 

additional commercial activity,” 
Mr McNeilly said.

“Many ancillary suppliers will 
want to relocate near to Depart-
ment of Communities and there 
is almost no contemporary office 
accommodation in Fremantle at 
all.”

Sirona also has a residential 
development pipeline around 
Fremantle.

“It’s a natural progression from 
what we have done in the com-
mercial space,” Mr McNeilly said.

“My view is people are going to 
want to live there once the urban 
renewal has taken hold.”

Mr McNeilly is optimistic on 
Perth commercial and residen-
tial real estate and is scouring for 

further opportunities now to help 
meet an improving future market.

“My level of confidence now is 
probably as high as it has been in 
five years and we can certainly 
see that the tide has turned,” he 
said.

“I think there is a general level 
of confidence across the market 
being fuelled by new investments 
we have seen in mining projects.

“Typically there will be a 12- to 
24-month lag before you see that 
playing out in real estate, but it 
feels to me like there is better 
prospectivity around things like 
population growth than there 
has been for some time and that 
ultimately will lead to positive 
outcomes for real estate.”

in and around Perth, which 
prompted its earlier investments 
in Bullsbrook and Muchea, now 
held by Sirona spin-off Harvis 
Corp.

Sirona also has a focus on stra-
tegic metropolitan centres and 
the potential to create urban 
renewal, which helped drive its 
biggest investment to date in 
Fremantle.

Related and supporting themes 
include WA tourism opportuni-
ties, based on Mr McNeilly’s belief 
that the state offers a unique 
tourism experience to travellers, 
and participating in opportuni-
ties that create density within 
greater Perth, in step with current 
government policy. 

Finally, Sirona invests in assets 
that are resilient and able to sur-
vive economic troughs.

“Key to our investment 
approach is it has to be able to 
survive cycles,” Mr McNeilly said.

“Cycles in Perth come and go, 
but they tend to be much shorter 
and sharper here, so you have to 
build a pretty robust and diverse 
business model to, not only suc-
ceed, but to survive.

“We have just had as tough 
a five years as I can remember 
with significant headwinds in 

a number of areas, but we have 
managed to build a business even 
against those.

Sirona’s biggest project, the 
$270 million Kings Square devel-
opment in Fremantle, is under 
construction and scheduled for 
completion in early to mid 2020.

The Kings Square development 
will create 20,000 square metres 
of office space – leased to the 
Department of Communities – 
across two buildings, as well as 
retail facilities, refurbishment of 
the 830-bay, multi-deck Queens-
gate car park, and a new City of 
Fremantle administration centre.

Sirona’s big investment in the 
port city (it also developed and 
owns the Quest Hotel in Freman-
tle) is being followed by other 
opportunities.

The Quest Hotel was completed 
in December 2016 with operator 
Quest on a long-term lease.

Sirona controls the Adelaide 
Street shopping centre and has 
recently agreed the surrender of 
the lease by Woolworths.

It is aiming to repurpose the 
building, most likely as further 
office space.

“My view of Fremantle is 
[that] taking 1,500 government 
office workers there will support 

 My view of Fremantle is 

[that] taking 1,500 government 

office workers there will support 

additional commercial activity

- Matthew McNeilly
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Taking a long-term view of WA’s development 
potential is paying off for Sirona Capital.



FEATURE COMMERCIAL PROPERTY

Brookfield 
builds for 
the future
Commercial property player 
and Perth’s biggest landlord, 
Brookfield, is building on its 
success across the city with big 
plans and a strategic focus. 

BROOKFIELD PRECINCT: Brookfield is focusing on land between Elizabeth Quay and Bis hop’s See.  Photo: Google Earth

IN late 2015, Brookfield Australia 
had just completed the second 
tower at its Brookfield Place 
development in Perth and was 
hosting Brookfield Property Part-
ners executive chairman Ric Clark, 
who was visiting from his New 
York base.

Keen to show off the new pre-
cinct and pleased that tower two 
was 70 per cent leased on comple-
tion in a tough market, the locals 
were hoping for positive feedback 
from the big boss.

Brookfield Australia head of 
development Carl Schibrowski 
said the company’s most senior 
executive was impressed with 
Brookfield Place, but saw it as a 
first step in creating a precinct to 
rival those the company had devel-
oped and owns in Toronto, Canary 
Wharf and Manhattan.

Apparently Mr Clark was 
reserved in his praise for the pro-
ject, suggesting he thought it was 
“a pretty good start”.

“We were a little bit taken aback 
but he was challenging us to build 
off that, build on the gravitational 
pull we had created for the place-
making, the retail presence and 
the arts program in the precinct,” 
Mr Schibrowski told Business 
News.

Ranked Perth’s biggest landlord 
on the BNiQ Search Engine list of 
Commercial Owners, with own-
ership of 108 St Georges Terrace, 
Brookfield Place, the EY building 
on Mounts Bay Road and 50 per 
cent of Bishop’s See, Brookfield 

Adina apartments could incorpo-
rate development of more serviced 
apartments or even affordable 
housing as a requirement of 
Brookfield’s investment in Eliza-
beth Quay.

Esplanade Plaza is a proposed 
nine-level, 18,500sqm office build-
ing to be constructed above the 
busport.

“We have worked collabora-
tively with the Department of 
Planning, Lands and Heritage and 
Public Transport Authority to 
prepare the development appli-
cation, which we see as a positive 
step towards revitalising the PCEC 
precinct,” Mr Schibrowski said.

“We have a lot of interest from 
potential tenants because it adds 

has plenty of plans to build its 
portfolio for the future.

“Brookfield is committed to 
Perth and WA for the long term as 
an investor in a gateway city for 
financial services and resources 
companies,” Mr Schibrowski said.

“Perth is now a recognised 
centre of excellence around 
mining and resources and has a 
great tertiary sector that is follow-
ing along behind that.

“The business is optimistic, 
without being irrationally exu-
berant, that there are enough 
consistently good news stories 
about continued maintenance and 
expansion of resources projects.”

Brookfield has its footprint on 
three sites at Elizabeth Quay, as 
well as air rights above the busport 
in front of the Perth Conference 
and Exhibition Centre and next 
to the Adina apartments building.

At Elizabeth Quay, Brookfield 
will develop a 53-level mixed-use 
building, featuring 230 apartments, 
a 220 key five-star hotel, 15,000 
square metres of office accommo-
dation, and some retail.

A smaller, 19-storey office 
building will offer 30,000sqm of 
office space and a smaller retail 
component.

On the adjoining site, lot seven, 
Brookfield will develop Chevron’s 
new headquarters in a 30-level 
building incorporating 52,785sqm 
of office space.

Chevron lodged a develop-
ment application for lot seven 
last month and it is expected 
that Brookfield will lodge its own 
development application for lots 
five and six by the end of the year.

Using Elizabeth Quay and 108 
St Georges Terrace to the east and 
Bishop’s See to the west, Brook-
field considers Brookfield Place 
will eventually form the centre-
piece of a much bigger precinct in 
the future.

“Where we are focused and 
where we have been successful 
in the current market is we see 
the PCEC and EQ precincts being 
an extension to Brookfield Place 
– connecting those areas up will 
be a key to our success,” Mr Schi-
browski said.

“We discovered we had air rights 
above the busport and some more 
air rights further towards the 
Adina apartments, so we started 
master planning that.”

Further air rights adjoining the 
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 Brookfield is committed to 

Perth and WA for the long term as 

an investor in a gateway city for 

financial services and resources 

companies - Carl Schibrowski 

Bishop’s See
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BROOKFIELD PRECINCT: Brookfield is focusing on land between Elizabeth Quay and Bis hop’s See.  Photo: Google Earth

to the diversity of the product we 
can offer within the Brookfield 
Place precinct because they are 
very large floor plates of around 
2,450sqm.

“An astute tenant is going to 
take that and realise they can be 
within the community we have 
formed down there.”

As part of the development, 
Brookfield will upgrade the bus-
port and existing retail and create 
a plaza to the south of the EY 
building, which will include new 
terracing and an outdoor perfor-
mance area.

“The plaza is going to be shel-
tered by the PCEC and the EY 
building, and we have great streets 
and arcades and laneways running 
through Brookfield Place and this 

gives us a town square to the pre-
cinct,” Mr Schibrowski said.

“We like to integrate all our 
buildings in with great transport 
infrastructure, that is something 
we do from Wynyard, to New York, 
to Canary Wharf.

“We want to see that our office 
amenity is closely coupled with 
transport and that is right over 
the top of the busport, a very short 
walk to Esplanade train station 
and a short walk from St Georges 
Terrace.

“Over the top of that there will 
be a rejuvenated transit hall for 
the busport as you come up to 
the PCEC level, and good quality 
amenity for retail.

“It actually forms a really nice 
public space next to the EY building 

SEARCH Brookfield Property Partners
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and we see it almost as being the 
town square for Brookfield Place.”

Development approval for 
Esplanade Plaza has been delayed 
after the City of Perth local 
development assessment panel 
deferred its deliberations, but is 
anticipated in coming weeks.

The initial design has been 
criticised by the Office of the Gov-
ernment Architect, which called it 
‘uninspiring’.

Further to the west, Brookfield 
is playing a longer game at Bish-
op’s See, which it co-owns with 
Hawaiian.

Current assets within Bishop’s 
See include the KPMG building at 
235 St Georges Terrace, the Terrace 
Hotel building and the Lamont’s 
Restaurant building.

precincts rather than one building 
at a time, so we are not keen in any 
way to let that opportunity go.

“We see that as the western end 
of our precinct and 108 St Georges 
Terrace and EQ as the eastern 
end.”

Mr Schibrowski said Brookfield 
was comfortable with its port-
folio and development pipeline, 
preferring to focus on the areas 
immediately around Brookfield 
Place and resisting opportunities 
being taken by other developers 
that are designed to extend the 
Perth to the north, instead of its 
current east-west axis.

There is a development site to 
the north of 235 St Georges ter-
race, opposite Woodside’s new 
head office.

“We really like Bishop’s See 
because it’s really the final piece 
of quite a good precinct in its own 
right,” Mr Schibrowski said.

“We’ve got interests in the gar-
dens there and we can do a smaller 
lifestyle kind of building on the 
eastern side of the gardens.

“With the Terrace Hotel and 235 
St Georges Terrace, and Woodside 
opening across the road it is a pre-
cinct in its own right.

“Brookfield likes to work in 

Brookfield Place 
Tower 1

EY Building

108 St Georges 
Terrace

Elizabeth Quay 
Lot 5 & 6

Elizabeth Quay 
Lot 7

Esplanade Plaza

Brookfield Place 
Tower 2
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Mark my words podcast
26 Oct 2018 by Mark Beyer, Mark Pownall
commercial property. ...

Morning Headlines
22 Oct 2018 by Adrian Rauso
Overall sentiment in commercial property markets has fallen to a two-year 
low as fears for the retail ... sector weigh more heavily, according to the 
quarterly NAB commercial property survey. Page 32: The Perth ...

Perth feels heat as resources hubs share commercial 
property pain
01 Aug 2016 by Dan Wilkie
Perth’s commercial property sector is reeling from the simultaneous 
downturn in iron ore and oil and gas, but the WA capital is not alone among 
global resources hubs. ...

Capital shift to east coast assets
21 Oct 2016 by Dan Wilkie
Uncertainty in Perth’s commercial property ...

Business News Background (PODCAST)
18 Jul 2014
Malaysia Airlines disaster, record iron ore output from Rio, the carbon tax 
repeal, commercial property ...

Chinese fly in with $26m chequebook for Pluton
25 Sep 2014 by Matt Birney
Wineries and commercial properties. GNR CEO Jaffe Lau who was in WA 
recently for a visit to Cockatoo Island ...

Kellie Cook BNiQ Person
As a senior practitioner in HopgoodGanim Lawyers’ Commercial Property 
team, Kellie Cook advises ... agreements and licence agreements, handled 
the sale and acquisition of commercial properties, as well as ... Associate, 
Commercial Property, HopgoodGanim Lawyers Previous Positions: Senior 
Associate, Commercial (since ...

Catherine Wheeler BNiQ Person
Positions: Partner, Commercial Property Law, HopgoodGanim Lawyers 
Previous Positions: Special Counsel, Corrs ...

Julie Renshaw BNiQ Person
East Perth Redevelopment Authority. Previous Positions: Strata & 
Commercial Property Manager, Mark ... Hay Realty Group; Centre Manager, 
Knight Frank Australia; Commercial Property Manager, Acton Central, ... 
AChief Technology OfficerN Real Estate; Commercial Property Manager, 
Burgess Rawson; Commercial Property ...

Jo Pages-Oliver  BNiQ Person
Director, Sheffield Property Group Previous Positions: Commercial Property 
Valuer, Asia Pacific, CBRE; ... Commercial Property Valuer, Opteon ...

Sentinel Property Group  BNiQ Company
Australia’s commercial property market. ...
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