
 
 

 

 

The Melbourne office market continues to be impacted by the Covid-19 

pandemic, despite the growth within the CBD office market prior to the 

pandemic there was a significant rise in office vacancy in 2020. The true impact 

has yet to be seen on the market, given the tight lockdown restrictions in 2020 

most deal activity was put on hold, and with very little deals transacting the 

impact on asking rents and incentives is yet to be seen. 2021 is starting to see 

an increase in tenant activity, and whilst its forecast that asking rentals will 

remain stable, incentives are expected to rise particularly in the 1,000sqm+ 

range as backfill space hits the market following the completion of several new 

developments. 

As at January 2021, Melbourne’s office market vacancy was 8.2% which was 

a significant increase the sub 4.0% rates seen from July 2018 up until January 

2020. Vacancy is anticipated to rise with approx. 175,000sqm of refurbished 

and new stock to come online across 2021. Net absorption remains positive 

but well below the rates seen across 2016 to 2019.  

 

Premium $700 $950 30% $490 $665 

A $550 $725 28% $396 $522 

B $440 $560 28% $316 $403 

 

Note - Vacancy and absorption statistics sourced from Property Council of Australia 

 

Despite Melbourne facing the 

tightest and longest lockdown 

restrictions in the country, the 

unemployment rate of 6.3% 

sits slightly below the national 

average of 6.4%  

Melbourne’s employment 

growth is tipped to pick up in 

2021 and this should have a 

positive flow on effect for office 

leasing demand. 

 

 

Development pipeline looking 

uncertain – whilst the 2020/2021 

development pipeline has been 

completed/nearing completion, 

beyond this developments remain 

uncertain as the changing market 

conditions have increased the risks 

and costs associated with developing. 

Working from home will remain a key 

component of businesses workplace 

strategy as they look to a staged 

return to the office following last years 

lockdowns. 

 

 

 

Sublease space continues to 

saturate the market with circa 

70,000 sqm of sublease 

space currently available (a 

237% increase in sublease 

availability in January 2020). 

Businesses are looking to 

reduce their footprints due to 

restricted occupancy and new 

working habits. 


