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BMI View: Australia's commercial real estate market is buoyed by strong fundamentals,

with a mature economy, highly skilled workforce, transparent regulation and a

welcoming business environment. However, the economy has been posting slower

growth; and a slowdown in demand in China, a major destination for Australia's mineral

exports, could have an indirect effect on Australia's economy. Overall demand for

commercial real estate is expected to remain low because of this, and we are

forecasting no increase in rental rates in 2015 and 2016.

The economic outlook is set to remain blighted by the impact of the Chinese slowdown

and government austerity, as well as a lack of consumer confidence. We see real GDP

growth coming in at 2.4% in 2014 and 2.3% in 2015, well below the 3.8% achieved in

2012. Although there will be a slight pick up towards the end of our forecast period, we

still see growth being only 2.9% in 2018. All this will limit job growth and also cause

businesses to delay potential expansion plans, affecting the fortunes of the commercial

real estate sector.
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