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Global Economic Overview 
 
Even though tariff rates have come down since the escalation witnessed in April, most notably between China and the 
United States, uncertainty remains elevated. This sharp rise in uncertainty has negatively impacted business and consumer 
confidence and has held back trade and investment. 
 
In this challenging and uncertain environment, economic growth projections have been downgraded in recent months. 
Global economic growth forecasts have been revised to a modest 2.9% in 2025 and in 2026. Weakened economic prospects 
will be felt around the world, with almost no exception. Lower growth and less trade will hit incomes and slow job growth. 
Growth in advanced economies is projected to be 1.5% in 2025 and 1.6% in 2026. 
 
Although inflation has recently declined in most countries, service price inflation remains stubbornly elevated, and goods 
price inflation has increased slightly in many countries due to rising food prices. Protectionism is adding to these inflationary 
pressures, and inflation expectations have risen substantially in several countries. 
 
In the United States, with tariff rates settling at lower levels than those announced in April, the economy is projected to 
expand at a rate of 1.9% in 2025. Growth is projected to pick up slightly to 2.0% in 2026, with a near-term boost from tax 
incentives for corporate investment. 
 
In the Euro area, growth is expected to accelerate to 1.0% in 2025 – this is an upward revision on previous projections, 
largely driven by Ireland boosted by Irish pharmaceutical exports to the United States. Growth in the Euro area is expected 
to expand by 1.2% in 2026 with increased defence spending commitments expected to have an impact. 
 
Persistent uncertainty in the global economy and international trade policy, alongside tightening fiscal policy, a weakening 
labour market and the lagged effect of higher interest rates, has weighed on economic momentum in the United Kingdom. 
The United Kingdom’s economy is expected to grow by 1.2% in 2025, before rising to 1.4% in 2026. 
 
In China, after robust growth at the start of 2025, the tightening of bilateral tariff rates on imports to the United States, 
combined with retaliatory trade measures, has weakened economic growth. However, this is expected to be partly offset by 
domestic fiscal stimulus focused on government subsidies for consumer goods. China’s economy is projected to ease from 
5.0% in 2024 to 4.7% in 2025 and 4.3% in 2026, with increased trade costs and recent increases in global food prices 
pushing inflation up from its currently low levels. 
 
India is projected to continue to experience strong and broadly stable economic growth. Easing monetary policy will aid 
ongoing expansion, with economic growth projected to be 6.3% over the next 12 months and 6.4% in the following year. 
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Australian Economic Overview 
 
The outlook for the economy is a little weaker amid heightened uncertainty. Although there have not been signs of a 
material deterioration in leading indicators, the pick-up in the Australian economy is expected to occur more gradually 
than previously forecast due to softer global demand and weaker consumption momentum. The effects of weaker 
demand are somewhat offset by the lower expected path for the cash rate. Australia’s economy is projected to grow by 
2.1% this year, before growth of 2.2% forecast in both 2026 and 2027. 
 
Household spending continued to grow in early 2025, though by a little less than expected prior to the introduction of 
US tariffs. While growth of household spending was broadly based, with increases recorded across discretionary and 
essential spending categories, it appears as though consumers are concentrating their spending in promotional periods. 
 
Housing market conditions have been stable in recent months after easing over most of 2024. New dwelling construction 
has remained steady in the year to date with weak commencements and capacity constraints in the finishing stages of 
the construction process continuing to hold back activity. Building approvals for high density developments have picked 
up; however, elevated construction costs continue to challenge the viability of these projects. Housing price growth has 
been steady at a relatively low rate with the reduction in the cash rate yet to have a significant impact. 
 
Total investment activity, increased by 2.9% over the past 12 months, driven by private investment which increased by 
2.3%. While government investment rose by 5.1% over the year, its annual rate has fallen from 6.8% six months earlier. 
Looking ahead, the transition from public-sector-led growth to private-sector-driven activity will take time. However, with 
further rate cuts expected, it is anticipated that private sector momentum will gradually build. 
 
Over the past year the easing in inflation has proceeded broadly as expected. The consumer price index of 2.7% over 
the year to 30 June 2025, down from an annual rate of 2.9% in the March quarter suggests that interest rates may be 
reduced further. Looking ahead, inflation is now expected to be in the RBA range for the next three years. 
 
Australian population growth continues to ease with net overseas migration declining from its peak in mid-2023 reflecting 
lower migrant arrivals. Net overseas migration levels are projected to ease over the next year before stabilising from 
mid-2026. 
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Victorian Economic Overview 
 
Victoria’s economy has been resilient to global cost-of-living pressures and elevated interest rates over the past two 
years, and growth in economic activity is expected to continue gathering pace over coming years. The Victorian 
economy is forecast to increase to 2.5% over the next 12 months, up from growth of 2.0% over the 12 months to June 
2025. 
 
Household consumption growth is forecast to improve over the next 12 months, supported by stronger growth in real 
household incomes. This follows a period of subdued spending growth, as high cost-of-living pressures and restrictive 
interest rates have weighed on household budgets. Over the past year, the weakness in spending has been led by 
discretionary goods and services, including purchase of vehicles and spending on recreation. Spending on some 
essentials has nonetheless been weak – notably spending on food, as consumers in aggregate traded down to cheaper 
items. 
 
Business investment is expected to continue to grow in coming years, though moderating from its recent high growth 
rates. Business investment growth has been strong and broad-based in recent years. Machinery and equipment 
investment has accelerated in recent years, recovering quickly from pandemic-related supply chain disruptions and 
increasing to record levels.  
 
Dwelling investment is forecast to increase, supported by a further easing in industry capacity constraints and an 
increase in demand for new housing. As labour constraints have begun to gradually ease from the latter part of 2024, 
the residential construction sector is working through a backlog of projects. This has resulted in an increase in the 
amount of residential construction activity underway. Slower growth in building costs, and an anticipated increase in the 
price of established dwellings, are expected to make it increasingly attractive to build a new dwelling relative to 
purchasing an existing home. This improvement in demand for new dwellings, alongside an elevated pipeline of work 
to be done, supports the outlook for stronger growth in dwelling investment over the next 12 months. 
 
Employment is forecast to grow at a lower rate of 0.50%, following 2.5% growth over the past 12 months. The 
unemployment rate is expected to rise marginally to 4.75% in mid-2026, as growth in the workforce exceeds growth in 
employment. However, this unemployment rate remains lower than the 20-year average. 
 
Victoria’s population growth has eased after two years of strong increases. International student arrivals have declined 
and returned to around pre-pandemic levels, partly due to policy changes in the Commonwealth’s Migration Strategy, 
including stricter student visa requirements. Population growth is expected to return to its long-term trend of 1.7% in 
coming years. 
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Melbourne Industrial Market Overview 
 
After a solid start to 2025, leasing activity in the Melbourne industrial market has softened in the second quarter of 2025. 
Leasing activity continues to be underpinned by logistics and retail trade occupiers who accounted for 64% of take up 
in 2025 to date. Despite broader economic headwinds, the fundamentals supporting tenant demand remain intact 
underpinned by population growth, e-commerce trends and infrastructure investment. Tenant demand for industrial 
property has reflected the shifting patterns in consumer behaviour and g\rowth in online shopping. A greater volume of 
goods is being shipped directly to the consumer from distribution centres. This has intensified demand for well-located 
assets as businesses are seeking to strengthen product availability, pricing and efficient delivery times. This trend is 
expected to continue as the Australian market continues to evolve and follow the path of more advanced global markets. 
Online shopping as a share of overall retailing in Australia reached 13% in June 2025, comparatively below the global 
mature market levels of between 20 and 30%. Tenant preferences are skewed towards prime grade facilities, accounting 
for the vast majority of space leased over the past 12 months. Take-up has been concentrated in the Western and South 
East markets, underpinned by some significant leasing transactions including Accent and General Motors. Owner-
occupier interest also contributed meaningfully to take-up. Looking ahead, while tenant demand has softened compared 
to recent years, current levels continue to exceed long-term averages, supported by improving sentiment due to interest 
rate cuts and reduced inflation. 
 

 
 
Impacted by the softening leasing activity of 2025, the vacancy rate of the Melbourne industrial market marginally 
increased over the second quarter of 2025, rising to 3.0%. In line with the leasing activity, vacancy fell in the South 
Eastern and Western regions whereas the North recorded an increase in industrial vacancy levels as at June 2025. 
Within the South East Melbourne industrial precinct, the industrial vacancy rate declined to 1.4% as at June 2025 with 
industrial vacancy rate of the West at 2.2% and 4.7% in the North which was boosted by the completion of a number of 
speculative developments. Sublease opportunities in the industrial sector remain scarce with limited options available 
as at June 2025.  
 
Prime Melbourne industrial rents have remained stable over the 12 months to June 2025, whereas secondary 
industrial rents fell slightly. While rental increases have moderated, prime assets in core locations will continue to 
perform well, albeit in regions of tight vacancy. Incentive levels remain elevated as landlords competitively seek to 
secure quality occupiers with incentive levels likely to remain relatively high with the shallow tenant demand 
environment. Prime net face rents across the Melbourne market average $160/sqm with the Inner region industrial net 
face rents averaging $250/sqm as at June 2025. 
 
Investment activity in the Melbourne industrial market picked up in the second quarter of 2025, with investor sentiment 
buoyed by the three interest rate cuts, and expectations for further reductions. In 2025 to date, more than $700 million 
of industrial property has been transacted, largely driven by institutional purchasers. As a result of the increase in tax 
for foreign owners, domestic investors have acquired the bulk of properties sold in 2025. With the foreign purchasers 
largely subdued in the Victorian market, the vast majority of industrial properties sold this year have resulted from 
transactions below $50 million. While transactional volume has increased through the year, Melbourne industrial yields 
have remained steady in the 12 months to June 2025. Reflecting the purchaser demand largely constrained to local-
based buyers as a result of the foreign owners’ tax surcharge in Victoria, average prime industrial yields sit at 5.85% 
with average secondary yields sitting at 6.5% as at June 2025. 
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New industrial supply in the Melbourne industrial market is forecast to total 900,000 square metres in 2025, close to the 
amount of 950,000 square metres delivered last year. New supply levels have moderated in the Melbourne industrial 
market as developers have adopted a pre-lease strategy amidst elevated construction costs and rising vacancies with 
relatively limited speculative development currently under construction. The bulk of the new supply scheduled for 
completion this year is located in the South Eastern region accounting for 40% of new supply currently under 
construction in the Melbourne industrial market. Of the stock scheduled for completion in 2025, the level of pre-
committed stock has risen through the year as the speculative development pipeline contracts. Major developments 
scheduled for completion in 2025 include Amazon’s 209,000 square metre robotics fulfilment centre across four levels 
in Craigieburn, making it the largest warehouse ever built in Australia. 
 
Industrial land values in Melbourne key industrial markets have remained stable through the 12 months to June 2025 
despite easing momentum. As developers adopt a more cautious pipeline approach, land banking activity remains 
selective. Given the challenges of construction costs and elevated yield environment, there remains a disconnect 
between vendors and developers with owner occupiers more active. Across the Melbourne industrial market, land values 
average $1,000/sqm for sites sized less than 5,000sqm and $850/sqm for sites sized between 1ha and 5ha. For sites 
located in the Melbourne Inner region, industrial land values average $2,300/sqm for sites sized less than 5,000sqm 
and $2,000/sqm for sites sized between 1ha and 5ha.  
 

 
 
 

  

$0.0

$2.0

$4.0

$6.0

$8.0

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Melbourne Industrial Sales
2015 - 2025

Source: Urban Property Australia

$ billion

10-year average

$0

$500

$1,000

$1,500

$2,000

$2,500

Inner West South East North

Melbourne Industrial Land Values

 <5,000sqm  1-5ha

Source: Urban Property Australia

$/sqm



 

Melbourne Office Market Overview 
 
 
While white collar employment slowed through 2024, with challenging business conditions and tentative business 
confidence weighing on business hiring decisions, falling interest rates and improved business conditions have 
underpinned office-based business expansion in 2025. Over the year to June 2025, Victoria’s total employment has 
increased by 84,000, above the growth of 79,000 recorded 12 months ago; however, the state’s unemployment rate 
rose to 4.6% as at June 2025, up from 4.5% as at June 2024. A similar trend was observed in the job market with 46,300 
jobs advertised in Victoria as at June 2025, down from 53,200 a year earlier, with current levels now below the 10-year 
average of 49,100. Professional services and finance likely to lead the office-based businesses hiring recovery, with 
several Australian businesses, including significant employers across both sectors and others announcing expectations 
for office attendance.  
 

 
 
While leasing activity has picked up, with most of the demand driven by small occupiers seeking space less than 1,000 
square metres, overall take-up levels remain below the long-term average. Tenants remain focused on quality space, 
capitalising on favourable leasing terms on offer to encourage employees back into workplaces. Demand is expected 
to be supported by continued population growth and evolving workplace strategies, although centred on offices which 
have undergone recent refurbishments or those with new fitouts in place. 
 
Businesses in the technology sector and wider creative industries have been at the forefront of leasing activity in the 
Melbourne City Fringe office market with the favourable demographic profile, and the appeal of co-locating alongside 
like-minded businesses in close proximity being motivators. Despite the Inner East holding the lowest vacancy rate of 
Melbourne’s office markets, the precinct also recorded the highest volume of leasing activity in the first half of 2025, 
underpinned by Kmart’s occupation of its recently completed office in Chadstone. Within the CBD office market, steadily 
more tenants are considering CBD options due to the premier amenity and connectivity of the CBD; as witnessed with 
several tenants committing to CBD offices including Coles, Sodexo and Simonds Homes over the past 12 months. 
Tenant enquiry is gaining momentum with levels higher than those recorded over the preceding 12 months. 
 
Across the Melbourne metropolitan office market, there is approximately 65,000 square metres of new office projects 
currently under construction scheduled for completion in 2025 with an additional 30,000 square metres under 
construction due to be completed beyond this year. Of all the total stock currently under construction in the metropolitan 
office market, only 35% is already committed. Much of the focus of the new development remains focused on the City 
Fringe with the precinct accounting for 82% of all new metropolitan office stock projected to be completed over the two 
years. Looking ahead, the pipeline of new supply is expected to moderate as developers increasingly favour 
refurbishment over new builds. This slowdown is driven by high construction costs, subdued rental growth and economic 
rents that do not support feasible development. Government-led initiatives and rezoning have also accelerated stock 
withdrawals and conversions to residential or mixed-use projects. Within the CBD office market, there are seven new 
developments which are under construction or have begun siteworks. Looking ahead through to 2027, the pipeline of 
new supply is expected to deliver almost 275,000sqm of new and refurbished space across the Melbourne CBD, around 
half the long-term average. With the constrained development pipeline, the location of the new supply is relatively evenly 
spread with new stock being delivered in the Western precinct, Docklands and Eastern precincts. 
 
With tenant demand picking up, albeit largely driven by smaller occupiers, the Melbourne metropolitan office market 
vacancy rate recorded a slight decrease, falling to 14.6% in June 2025 from 15.2% as at January 2025, but still remains 
more than double the long-term average. The vacancy rate of the metropolitan office is projected to have 
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peaked for the short term as the pipeline of new supply reduces in coming years. By precinct, the Melbourne City Fringe 
office market vacancy rate remained steady at 16% through the first half of 2025 with the Melbourne Inner East office 
vacancy rate declining to 10% as at June 2025. The vacancy rate of the Melbourne CBD office market was steady over 
the six months to July 2025, at 17.9% according to the Property Council of Australia, higher than all other CBD markets 
across Australia. Outside of the CBD, the vacancy rates of both the St Kilda Road and Southbank office markets remain 
elevated, at decade-highs. 
 

 
 
Although the vacancy rate has stabilised, as tenants have increasingly become more cautious, prime rents face 
downward pressure as tenants explore alternative markets. Over the 12 months to June 2025, prime metropolitan office 
rents marginally increased while secondary metropolitan office rents remained steady over the year. Looking ahead, 
prime rents are projected to marginally increase through the short term with the vacancy rate remaining elevated. In 
contrast, secondary office rents are projected to remain under downward pressure as occupiers seek to capitalise on 
better quality space which is highlighted from the recent trend of tenant moves. Within the CBD, prime net effective 
office rents marginally increased over the year to June 2025 with incentives seemingly having now peaked; however, 
competition amongst owners has meant prime incentives remain close to historically high levels. Reflecting the number 
of prime office vacant opportunities and competition for tenants, secondary net effective rents have remained steady 
through the 12 months to June 2025. 
 
Transactional activity in Melbourne’s office market rebounded in the second quarter of 2025 with double the levels 
recorded in the first quarter of 2025 underpinned by activity in the CBD with total transactional activity surpassing $300 
million. While investment activity has picked up, current transactional levels remain at 20% of average levels with 
typically more than $3 billion transacting over an annual period. More than half of the sales volume of Melbourne offices 
was for stock in the CBD and the metropolitan office market accounting for 29% of sales in 2025 to date. Investor 
confidence is gradually returning as yields stabilise and sellers adjust pricing expectations with value-add and 
repositioning strategies becoming more attractive, especially for assets with potential residential conversion. As at June 
2025, average prime metropolitan office yields have risen to 7.65% with secondary yields averaging 9.25%.  
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Victorian Development Site Sales Overview 
 
 
The development market is shifting, with land values falling due to rising debt, construction, and labour costs making 
past prices unsustainable. However, limited land supply is helping stabilise values. Despite the short-term challenges, 
Victoria’s property market is generally expected to experience long-term growth, driven by population growth and strong 
underlying demand. 
 
In the 12 months to July 2025, development sales volume in Victoria totalled $2.3 billion from 65 transactions, in line with 
the long-term average; however, significantly down from sales volume recorded in the previous year which witnessed 
almost $3 billion of development sites transacting. The vast majority of development sites sold over the year to July 2025 
in Victoria were located in the Melbourne metropolitan area which accounted for 71% of volume of development sites 
recorded. Similar to other Victorian property sectors, as a result of the doubling of the foreign owners’ land tax surcharge 
in Victoria, the majority of development sites transacted in the year to July 2025 were acquired by domestic developers. 
 
While there were some significant development site sales in excess of $50 million, more than half of the development site 
sales over the 12 months to July 2025 were lower than $25 million. Major development site sales recorded over the 12 
months to July 2025 included Brown Property Group’s acquisition of 200 Tuckers Road, Clyde North for $250 million for 
the 68-hectare parcel which is expected to yield 1,290 dwellings. In addition, 3L Alliance acquired the Kinnear’s Precinct 
urban renewal site in Footscray for $39 million which has potential for 1,200 apartments along with  commercial and retail 
offerings. 
 

 
 
Despite the challenges, there are still opportunities for small-medium property developers in the Victorian market. Some 
emerging trends include the demand for sustainable and energy-efficient housing, the growth of mixed-use 
developments that combine residential and commercial spaces, and the increasing popularity of co-living and co-
working spaces. Additionally, there may be opportunities in regional areas where property prices are relatively more 
affordable compared to major cities. 
 
Affordability remains a significant concern in the Victorian residential market, particularly for first-time homebuyers and 
low-income households. The high property prices, especially in major cities, have made it difficult for many people to 
enter the housing market. This has led to increased demand for affordable housing options and government initiatives 
to address affordability issues. 
 
Total quarterly Victorian housing finance commitments continue to gather momentum having trended upwards since 
2023 and now sit 17% above the 10-year average as at March 2025 with $84.6 billion financed. Dwelling finance 
commitments have increased across all categories over the past 12 months. Non-first home buyer owner occupier 
finance levels have increased by 12% compared to the preceding year; with first home buyers also active with their 
levels 11% higher than last year. Investors now account for 31% of total housing finance commitments in Victoria, in 
line with the long-term average share of 31%.To capitalise on these trends and opportunities, investors are likely to 
target growth in areas like affordable housing or sustainable projects and collaborate with government or non-profit groups 
for funding or incentives. 
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Despite a range of State and Federal policy and regulatory reform announcements over the last 12 months to help fast-
track new home supply, new housing production remains at increasingly critical levels. According to the ABS, there are 
currently 60,700 dwellings under construction across Victoria, 11% lower than the activity recorded 12 months ago, with 
high-density apartment development down 8% lower than levels recorded last year while the detached housing market 
development levels are 15% lower than the preceding year. Despite population growth close to all-time highs, the 
number of dwellings currently under construction in Victoria is 18% below its peak. The level of new dwellings completed 
in Victoria continues to decline, with housing completions now 3% than its 10-year average. Looking forward, supply 
levels are projected to continue to remain subdued with commencements also below their long-term levels with current 
commencements 15% lower than the 10-year average. The decline in the pipeline of housing stock is further evidenced 
by decreasing level of approved dwellings in Victoria with current levels 13% lower than the 10-year average.  
 
In order to encourage supply, the Victorian state government has recently announced two policies that aim to give 
developers an incentive to build. Firstly, stamp duty was reduced from October 2024 (for 12 months) and available for 
off-the-plan units, townhouses and apartments for properties at any price point. Secondly, to encourage more density 
around railway and tram lines, the government has identified 50 new activity centres where the planning process for 
multi-storey residential dwellings will be streamlined to fast-track development. 
 
 

 
 
Despite down on record high levels, Victoria’s population continues to grow by the highest level of any Australian state 
with Victoria’s population having increased by 132,500 people over 2024, driven by overseas migrants relocating to the 
state. 
 
Over the next 10 years, Victoria’s population is projected to increase to 8.7 million, up from its current level of 7 million. 
To accommodate the projected population growth across Victoria, 550,000 additional dwellings are forecast to be 
delivered. 
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