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Office Forecast

Office

Market

Indicators	 Forecast

	

Johannesburg	 Q2-08

CBD Rentals	 34
Decentralised areas	 34
Vacancy	 34
Cap Rates	 34
	

Pretoria	 Q2-08

CBD Rentals	 34
Decentralised areas	 34
Vacancy	 34
Cap Rates	 34
	

Cape Town	 Q2-08

CBD Rentals	 34
Decentralised areas	 6
Vacancy	 34
Cap Rates	 5
	

Durban 	 Q2-08

CBD Rentals	 5
Decentralised areas	 34
Vacancy	 5
Cap Rates	 34
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Market Overview
2008 was not the best year for the com-

mercial real estate market throughout the 

world; and the question being asked at 

the moment is whether financial markets 

will ever be the same?  Colliers predicts 

probably not, but the reality is that they 

will continue to exist and function and will 

hence continue to take up space.  

Good news is that the South Africa mar-

ket was not hit as hard by the effect of 

the international turmoil. Why is this you 

may ask?  

We believe there are four main reasons:

South African listed property sector 

is not Real Estate Investment Trust 

(REIT) compliant 

The South African market’s exposure 

to foreign investment is limited

Liquidity is restricted – South African 

banks don’t offer borrowings easily

South African property fundamental 

are still strong

•

•

•

•

The South African economic growth is 

forecast to slow to 3.3% in 2009, owing to 

ongoing problems with power shortages, 

the continued weak household demand 

and the global downturn.  Economists 

are predicting a turnaround in 2010 with 

economic growth bouncing back to 5.3%.  

Inflation is showing a slight downward 

trend and the forecast for 2009 is 7.3%. 

This will encourage further interest rate 

cuts.  However throughout the different 

sectors in the market we are seeing the 

number of jobs being negatively affected 

with retrenchments in all the major sec-

tors of the economy.  

In addition the latest statistics released by 

Stats SA show that the South African Re-

tail market is now in a recession.   Econo-

mists are predicting that the worst is yet 

to come. 
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Gauteng Commercial Market Trends

Gross asking rentals for prime space in the 
Sandton CBD continue to move sideways 
at R165m2 over the last three quarters.  
Sandton remains the main financial hub of 
South Africa, and offers a diversified tenant 
mix with the average sales price being R20 
000m2.  

Vacancies in the Johannesburg CBD con-
tinue to decline from 15.1% in the third 
quarter of 2007 to 8.1% for the same period 
in 2008.  Gross asking rentals of prime space 
in the CBD continue to rise showing a sig-

nificant increase of approximately 23% over 
the last quarter.  The proposed Government 
precinct continues to attract attention.  

Prime office space in the Pretoria CBD 
is selling for approximately R6000m2 while 
office buildings in the decentralised nodes 
of Pretoria are achieving selling prices of 
R9 000m2. Vacancy rates show a downward 
trend from the third quarter of 2007 to date.  
The main demand for space in the area is still 
driven by various Government departments.  
Most of the decentralised areas in Pretoria 
currently have an oversupply of space.

Our Knowledge 
is your Property

Capitalisation rates

KwaZulu-natal

Gauteng

Submarket	 4th	 3rd	 2nd	 1st	 4th
	 quarter	qua rter	qua rter	qua rter	qua rter
	 2008	 2008	 2008	 2008	 2007

Johannesburg CBD	 11.0%	 11.5%	 10.0%	 10.0%	 11.1%

Braamfontein	 11.0%	 11.1%	 9.5%	 9.5%	 11.1%

Sandton Environs	 10.0%	 10.0%	 8.5%	 8.5%	 8.3%

Bryanston/ Epson Downs	 10.0%	 10.6%	 9.2%	 9.2%	 8.8%

Pretoria CBD	 12.0%	 11.5%	 11.3%	 11.3%	 11.3%

Centurion	 12.0%	 10.9%	 9.8%	 9.8%	 9.2%

Submarket	 4th	 3rd	 2nd	 1st	 4th
	 quarter	qua rter	qua rter	qua rter	qua rter
	 2008	 2008	 2008	 2008	 2007

Durban CBD	 9.0%	 11.8%	 10.4%	 10.4%	 11.3%

Umhlanga/ La Lucia	 10.0%	 10.3%	 9.0%	 9.0%	 9.2%

Submarket	 4th	 3rd	 2nd	 1st	 4th
	 quarter	qua rter	qua rter	qua rter	qua rter
	 2008	 2008	 2008	 2008	 2007

Cape Town CBD	 9.5%	 10.0%	 9.0%	 9.0%	 8.6%

Century City	 9.0%	 9.7%	 9.0%	 9.0%	 8.5%

Claremont	 9.0%	 10.1%	 9.1%	 9.1%	 8.8%

Cape Town metropole
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KwaZulu-Natal Commercial Market 
Trends

There is a renewed interest in the rede-
velopment of old dilapidated buildings in 
Durban CBD and as a result the new re-
furbished stock coming online is achieving 
higher gross asking rentals.  Umhlanga/ La 
Lucia remain the preferred destination in 
KwaZulu-Natal.   Gross asking rentals for 
Prime space are R120m2 and vacancies in 
the area remain very low at 0.4%.

Cape Town Metropole Commercial 
Market Trends

Owing to limited office developments dur-
ing the past 12 months vacancy rates in 
the Cape Town CBD have remained sta-
ble over the past year.  The CBD remains 
the most important business node in the 

Metropole.  There are several tall and sub-
stantial office developments planned for the 
city, these developments will start to come 
online from 2011.  

The Century City office node has come 
under pressure and the vacancies in the area 
remain high.  With the current economic 
conditions the area does not seem as popu-
lar.  The huge variety of retail offerings in the 
area remains strong.

In conclusion

Colliers believes that 2009 will a very inter-
esting year, with the economic downturn 
continuing to impact on the property mar-
ket.  Capitalisation rates should continue 
to soften as sellers start to realise the true 
market value of their properties.

Our Knowledge 
is your Property

Asking rentals & Vacancy

KwaZulu-natal

Gauteng

			  Gross asking rentals				    Vacancy Rates

	 4th	 3rd	 2nd	 1st	 4th	 3rd	 2nd	 1st	 4th	 3rd
	 quarter	qua rter	quarter	quarter	quarter	qua rter	qua rter	quarter	qua rter	quarter
Submarket	 2008	 2008	 2008	 2008	 2007	 2008	 2008	 2008	 2007	 2007

Johannesburg CBD	R  85	R  69	R  59	R  59	R  58	 8.1%	 9.9%	 11.8%	 15.1%	 15.1%

Braamfontein	R  78	R  68	R  68	R  68	R  66	 8.1%	 6.7%	 9.2%	 10.3%	 10.3%

Sandton Environs	R  165	R  165	R  165	R  131	R  129	 5.6%	 4.6%	 3.1%	 3.2%	 2.9%

Bryanston/ Epson Downs	R  135	R  118	R  110	R  110	R  109	 2.2%	 2.1%	 3.2%	 3.4%	 3.4%

Pretoria CBD	R  80	R  68	R  68	R  68	R  65	 2.5%	 2.5%	 3.0%	 1.4%	 3.4%

Centurion	R  110	R  102	R  113	R  112	R  112	 3.0%	 3.5%	 3.7%	 3.9%	 4.0%

Durban CBD	R  100	R  69	R  60	R  60	R  60	 14.9%	 15.1%	 15.9%	 16.7%	 16.7%

Umhlanga/ La Lucia	R  120	R  120	R  110	R  112	R  96	 0.4%	 0.4%	 0.4%	 0.6%	 0.6%

Cape Town CBD	R  130	R  140	R  157	R  130	R  100	 4.6%	 5.0%	 4.3%	 5.5%	 5.5%

Century City	R  155	R  120	R  120	R  115	R  112	 13.8%	 14.8%	 11.0%	 8.5%	 8.5%

Waterfront	R  173	R  173	R  170	R  170	R  150	 1.3%	 0.9%	 0.3%	 0.3%	 0.3%

Cape Town metropole
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Office Rentals

Location	 R35 - 	R 45 - 	R 55 - 	R 65 - 	R 75 - 	R 85 - 	R 95 - 	R 105 - 	R 115 - 	 > R125m²
	R 45/m²	R 55/m²	R 65/m²	R 75/m²	R 85/m²	R 95m²	R 105m²	R 115m²	R 125m²

Johannesburg CBD	 n	n	n	 n	n	n	n	n	n	n
Braamfontein	 n	n	n	 n	n	n	n	n	n	n
Parktown	 n	n	n	 n	n	n	n	n	n	n
Houghton	 n	n	n	 n	n	n	n	n	n	n
Rosebank	 n	n	n	 n	n	n	n	n	n	n
Dunkeld	 n	n	n	 n	n	n	n	n	n	n
Hyde Park	 n	n	n	 n	n	n	n	n	n	n
Illovo	 n	n	n	 n	n	n	n	n	n	n
Sandton Business district	 n	n	n	 n	n	n	n	n	n	n
Melrose Arch	 n	n	n	 n	n	n	n	n	n	n
Bryanston	 n	n	n	 n	n	n	n	n	n	n
Fourways	 n	n	n	 n	n	n	n	n	n	n
Woodmead	 n	n	n	 n	n	n	n	n	n	n
Sunninghill	 n	n	n	 n	n	n	n	n	n	n
Rivonia	 n	n	n	 n	n	n	n	n	n	n
Randburg	 n	n	n	 n	n	n	n	n	n	n
Midrand	 n	n	n	 n	n	n	n	n	n	n
Bedfordview	 n	n	n	 n	n	n	n	n	n	n
Bruma	 n	n	n	 n	n	n	n	n	n	n
Pretoria CBD	 n	n	n	 n	n	n	n	n	n	n
Arcadia	 n	n	n	 n	n	n	n	n	n	n
Hatfield	 n	n	n	 n	n	n	n	n	n	n
Lynnwood	 n	n	n	 n	n	n	n	n	n	n
Nieuw Muckleneuk	 n	n	n	 n	n	n	n	n	n	n
Centurion	 n	n	n	 n	n	n	n	n	n	n
Sunnyside	 n	n	n	 n	n	n	n	n	n	n
Brooklyn/ Waterkloof	 n	n	n	 n	n	n	n	n	n	n

Gauteng
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KwaZulu-Natal

Cape Town Metropole

“Capitalisation rates should 
continue to soften as sellers 
start to realise the true market 
value of their properties.”

Location	 R35 - 	R 45 - 	R 55 - 	R 65 - 	R 75 - 	R 85 - 	R 95 - 	R 105 - 	R 115 - 	 > R125m²
	R 45/m²	R 55/m²	R 65/m²	R 75/m²	R 85/m²	R 95m²	R 105m²	R 115m²	R 125m²

Durban CBD	 n	n	n	 n	n	n	n	n	n	n
Berea	 n	n	n	 n	n	n	n	n	n	n
Essex Terrace	 n	n	n	 n	n	n	n	n	n	n
Westway	 n	n	n	 n	n	n	n	n	n	n
Westville Central	 n	n	n	 n	n	n	n	n	n	n
La Lucia Ridge	 n	n	n	 n	n	n	n	n	n	n

Cape Town CBD	 n	n	n	 n	n	n	n	n	n	n
V&A Portwood Ridge	 n	n	n	 n	n	n	n	n	n	n
Granger Bay	 n	n	n	 n	n	n	n	n	n	n
Claremont	 n	n	n	 n	n	n	n	n	n	n
Westlake	 n	n	n	 n	n	n	n	n	n	n
Rondebosch / Newlands	 n	n	n	 n	n	n	n	n	n	n
Century City	 n	n	n	 n	n	n	n	n	n	n
N1 City – Goodwood	 n	n	n	 n	n	n	n	n	n	n
Tygerberg Hills	 n	n	n	 n	n	n	n	n	n	n
Tyger Valley	 n	n	n	 n	n	n	n	n	n	n
Durbanville	 n	n	n	 n	n	n	n	n	n	n

Office Rentals continued
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What is a REIT?

According to Investopedia and Wikipedia, a 
REIT is a corporate and tax designation for 
a corporation investing in real estate that 
reduces or eliminates corporate income 
taxes.  REITs are required to distribute be-
tween 90% to 95% of their income, which 
may be taxable in the hands of the investors. 
The REIT structure was designed to provide 
a similar structure for investment in real es-
tate as mutual funds provide for investment 
in stocks.  REITs can be publicly or privately 
held and may be listed on public stock ex-
changes like shares of common stock in 
other firms.  REITs receive special tax con-
siderations and typically offer investors high 
yields, as well as a highly liquid method of 
investing in real estate.   Most of the PLSs 
and PUTs listed on the JSE, will convert to 
the REIT sector over the next 12 months.  

Equity REITs invest in and own properties. 
They are responsible for the equity or value 
of their real estate assets and their revenues 
come principally from the rentals generated 
by the properties they own. 

Mortgage REITs deal in investment and own-
ership of property mortgages. These REITs 
lend money for mortgages to owners of real 
estate, or purchase existing mortgages or 
mortgage-backed securities. Their revenues 
are generated primarily by the interest that 
they earn on the mortgage loans. 

Hybrid REITs combine the investment strat-
egies of equity REITs and mortgage REITs by 
investing in both properties and mortgages. 

Individuals can invest in REITs either by pur-
chasing their shares directly on an open ex-
change or by investing in a mutual fund that 
specializes in public real estate. An additional 
benefit to investing in REITs is the fact that 
many are accompanied by dividend reinvest-
ment plans (DRIPs). Among other things, RE-
ITs invest in shopping centres, office build-
ings, apartments, warehouses and hotels. 
Some REITs will invest specifically in one 
sector of the real estate market – for ex-
ample shopping centres - or in one specific 
region, state or country. Investing in REITs is 
a liquid, dividend-paying means of participat-
ing in the real estate market.

How will REITs affect the South 
African property market?

REITs will address the disadvantages and 
weakness in the current property invest-
ment vehicles in South Africa.  They will give 
international investors the consistency and 
straightforwardness that will facilitate invest-
ment as the listed property vehicles will be 
uniform and it will be possible to benchmark 
the performance of the vehicle to global best 
practices.  

SOUTH AFRICA

Researcher’s information:

Cape Town

Sanett Uys

Group Corporate Affairs Director

Consani Road

Elsie River

Goodwood

Western Cape 

Tel: +2721-591-5067

Fax: +2721-591-5061

This report and other research mate-
rials may be found on our website at 
www.colliers.co.za/Markets/SouthAfrica/ 
This report is a research is a document of 
Colliers International – Cape Town, West-
ern Cape. Questions related to information 
herein should be directed to the Research 
Department at +2721-591-5067. Informa-
tion contained herein has been obtained 
from sources deemed reliable and no 
representation is made as to the accuracy 
thereof. Colliers South Africa is an inde-
pendently owned and operated business 
and a member firm of Colliers Interna-
tional Property Consultants, an affiliation 
of independent companies with over 240 
offices throughout more than 50 countries 
worldwide.

241 offices in 54 coun-
tries on 6 continents

USA 98 

Canada 18 

Latin America 14 

Asia Pacific 46 

EMEA 65 

R439 billion in annual transaction 

volume 

55.3 million square meter under

management 
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Sources: Colliers International, Rode and Associates, Investopedia, Wikipedia, SAPOA

Disclaimer:

Information compiled by Colliers RMS, Colliers International in Boston and other sources. Colliers RMS, Colliers International and 
its shareholders hereby disclaim any and all liability arising out of this material as well as representations made in it which might be 
based on, but not limited to, incorrect information obtained.

This brochure is for information purposes only, and while great care has been taken in the preparation of its content, Colliers will 
not be liable for any inaccuracies contained herein. This brochure does not constitute an offer and no warranties are given as to the 
information herein, which is subject to change without notice.

www.colliers.co.za/Markets/SouthAfrica


