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1 EXECUTIVE SUMMARY 

1.1 RESIDENTIAL APARTMENTS 

1.1.1 Sydney Residential Apartment Market 

The residential market has eased from the recent housing boom of 2014 – 2017, as signs of an easing market 

had previously been foreshadowed. Transaction volumes have fallen and prices have generally decreased 

over the year to July 2018 by around 7%. 

Lower market activity has come from a number of sources including constrained access to credit for owner 

occupiers, capital controls reducing Chinese foreign investment, and falling housing prices and stagnant 

rents making dwellings less attractive to investors.  

Owner occupiers now form the majority of the buyer profile in the market, whereas foreign buyers and 

domestic investor were previously dominant. 

We believe that the market will stabilise and will not continue to fall significantly in the medium to long term 

due to the long term housing supply shortage in Sydney.  

The current market cycle will be of limited concern to the project’s sales, which will take place several years 

from now where market conditions are likely to be materially different. Due to the large amount of apartments 

proposed, the sales period will span several years and therefore sales will be subject to varying market 

conditions over time. 

1.1.2 Residential Apartments – Unit Type, Mix, Sizes 

The following schedule summarizes our assessment of the key development characteristics for the proposed 

residential apartments. 

 Apartment Mix Internal Area External Area Car Parking 

Unit 
Type 

Mix Range 
(%) 

Adopted Mix  
(%) 

Internal 
Range (m²) 

Adopted 
Area (m²) 

External 
Range (m²) 

Adopted 
Area (m²) 

‘Category A’ 
(Cars/Unit) 

Zero 

Studio 0 – 3% 2% 40 – 48 42 4 – 8 8 0 0 

1 Bed 25% - 35% 27% 50 – 56 52 6 – 10 8 0 0 

1 Bed+ 3% – 10% 6% 56 – 64 58 6 – 10 9 0 0 

2 Bed 40% - 48% 46% 70 – 79 74 10 – 12 12 0.785 0 

2 Bed+ 3% - 6% 4% 78 - 88 82 10 – 12 12 1 0 

3 Bed  4% - 10% 10% 94 – 105 98 12 – 18 15 1 0 

3 Bed + 4% - 6% 5% 102 – 120 108 15 – 25 20 2 0 

1.1.3 Impact of Affordable and Social Apartments on Market Housing 

Assuming the social housing elements are delivered in a separate tenure-blind building, there should be no 

effect on market apartment realisations. Discounting may be required if the implementation is different to this. 

There is limited evidence to show that affordable apartments has any negative effect on market apartment 

realisations. 

No discounting to market apartments relating from the proposed affordable and social housing elements has 

been considered necessary in our analysis. 
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1.1.4 Impact of the Proposed Car Parking  

The proposal for effectively zero car spaces allocated to residential apartments will have negative 

implications for the residential components of the Metro Quarter. Consideration should be given to the 

following if the proposed ‘zero’ car parking is implemented: 

• Apartment realisations will require some discounting to benchmark figures. 

• Absorption rates / saleability of the apartments will be reduced, subject to adopted unit mix. 

• The increased risk and reduced revenues for apartments associated with the reduced car parking 

will impact on the potential developer realisations. 

Estimated discounting required for unit types by building type has been provided below. Discounting is 

benchmarked against revenue estimates of Category A parking rates (0.6 cars per unit) baseline.  

1.1.4.1 Required Discounting for Zero Car Parking 

Building 
& Type 

Studio 1B 1B+ 2B 2B + 3B 3B + 
Building 

Aggregate 

A – 29 
LEVEL 

0% 0% 0% 12% 14% 9% 18% 9% 

B – 15 
LEVEL 

0% 0% 0% 13% 14% 10% 21% 10% 

C – 9 
LEVEL 

0% 0% 0% 13% 15% 10% 22% 10% 

D - 10 
LEVEL 

0% 0% 0% 13% 15% 10% 22% 10% 

E – 25 
LEVEL 

0% 0% 0% 12% 14% 9% 19% 9% 

F – 23 
LEVEL 

0% 0% 0% 12% 14% 9% 19% 9% 

G – 13 
LEVEL 

0% 0% 0% 13% 14% 10% 21% 10% 

1.2 NON RESIDENTIAL USES 

1.2.1 Retail Tenancy Mix 

The tenancy mix is to be decided at a later stage, however a development such as this may include uses as 

outlined below. 

• Supermarkets – more viable if located on ground level. Rental would be reduced if on upper level. 

• Mini-major; fresh food, general – ground level location achieves better rent. 

• Retail specialists; food and beverage; retail services and non-food retail – would work well. 

1.2.2 Retail Capitalisation Rates 

Capitalisation rates for retail elements will be most favorable with a Woolworths/Coles type anchor tenant 

and sold as strata / stratum title in one line. Capitalisation rates will be softer for smaller tenancies strata titled 

and sold separately, and softer still if tenancies are sold separately under a 40 year leasehold arrangement. 
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1.2.3 Commercial Tenants 

The South Sydney commercial market generally attracts a selected group of tenants and uses, as opposed 

to traditional CBD commercial space, which may be appropriate for the proposed commercial space, being: 

• Hi-Tech 

• Co-Working 

• IT 

These areas may also include facilities such as child care, gym or other service facilities. 

1.2.4 Incentives – Retail and Commercial 

An incentive rate of 20% of gross rentals may be applied to retail, commercial and childcare tenants. 
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2 INTRODUCTION 

The Minister for Planning has determined that parts of Waterloo (the Precinct) are of State planning 

significance which should be investigated for rezoning through the State Significant Precinct (SSP) process.  

Study Requirements for such investigations were issued by the Minister on 19 May 2017. 

Investigation of the Precinct is being undertaken by UrbanGrowth NSW Development Corporation 

(UrbanGrowth NSW), in partnership with NSW Land and Housing Corporation (LAHC) and Sydney Metro. 

The outcome of the State Significant Precinct process will be new planning controls that will enable 

development applications for renewal of the Precinct.  

The Precinct includes two separate, but adjoining and inter-related parts: 

• The Waterloo Metro Quarter (the Metro Quarter) 

• The Waterloo Estate (the Estate) 

While the study requirements for the Precinct were provided as separate requirements for the Metro Quarter 

and for the Estate, comprehensive baseline investigations have been prepared for the entire Precinct.  

However, lodgement of a separate SSP study for the Metro Quarter in advance of the SSP Study for the 

Estate is proposed to allow construction of Over Station Development (OSD) within the Metro Quarter to be 

delivered concurrently with the Metro Station, as an Integrated Station Development (ISD).   

While this report therefore provides comprehensive baseline investigations for the entire Precinct, it only 

assesses the proposed Planning Framework amendments and Indicative Concept Proposal for the Metro 

Quarter. 

2.1 OVERALL PRECINCT OBJECTIVES  

The following are the objectives for renewal of the Precinct: 

Housing:  A fully integrated urban village of social, private and affordable housing 

A place that meets the housing needs of people with different background, ages, incomes, abilities and 

lifestyles – a place where everyone belongs. New homes for social, affordable and private residents that 

are not distinguishable and are modern, comfortable, efficient, sustainable and adaptable. 

Services and Amenities:  New and improved services, facilities and amenities to support a diverse 

community 

A place that provides suitable and essential services and facilities so that all residents have easy access 

to health, wellbeing, community support, retail and government services.   

Culture & Design:  A safe and welcoming place to live and visit 

A place where there is activity day and night, where people feel safe, at ease and part of a cohesive and 

proud community. A place that respects the land and Aboriginal people by showcasing and celebrating 

Waterloo’s culture, history and heritage. 
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Open Space & Environment:  High quality public spaces and a sustainable urban environment 

A place that promotes a walkable, comfortable and healthy lifestyle with high quality, well designed and 

sustainable buildings, natural features and safe open spaces for everyone to enjoy, regardless of age, 

culture or ability. 

Transport and Connectivity:  A well connected inner city location 

Integrate the new metro station and other modes of transport in such a way that anyone who lives, works 

or visits Waterloo can get around easily, safely and efficiently. 
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2.2 WATERLOO STATE SIGNIFICANT PRECINCT  

The Precinct is located approximately 3.3km south-south-west of the Sydney CBD in the suburb of Waterloo 

(refer Figure 1). It is located entirely within the City of Sydney local government area (LGA).  

It is bordered by Phillip Street to the north, Pitt Street to the east, McEvoy Street to the south and Botany 

Road to the west. It also includes one block east of Pitt Street bordered by Wellington, Gibson and Kellick 

Streets. The Precinct has an approximate gross site area of 20.03 hectares (ha) (including road reserves) 

and comprises two separate but adjoining parts: 

• The Waterloo Estate (the Estate); and  

• The Waterloo Metro Quarter (the Metro Quarter). 

A map of the Precinct and relevant boundaries is at Figure 2.  

 

Figure 1 Location and site plan of the Precinct 

Source: Turners Studio  
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Figure 2 Aerial photograph 

Source: Ethos Urban & Nearmap 
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2.3 THE METRO QUARTER 

The Metro Quarter comprises land to the west of Cope Street, east of Botany Road, south of Raglan Street 

and north of Wellington Street. It has an approximate gross site area of 1.91ha and a developable area of 

1.28ha. The heritage listed Waterloo Congregational Church located at 103–105 Botany Road is located 

within the Precinct.  However, there are no proposals for physical works or changes to the planning 

framework applicable to the church.  

Formerly privately owned, all land in the Metro Quarter was purchased by the NSW Government to facilitate 

construction of the Waterloo Metro Station and associated over station development.  

2.3.1 Approved Metro Rail Infrastructure 

The Waterloo Metro station will be constructed within the eastern side of the Metro Quarter as part of the 

Sydney Metro City & Southwest - Chatswood to Sydenham. This section of the Sydney Metro project received 

planning approval in January 2017 (SSI 15_7400), with construction led by Sydney Metro. While most of the 

Metro Station will be located beneath finished ground level, two substantial entry/plant structures, with heights 

equivalent to a 5 storey residential building (up to 20 metres), will protrude above finished ground level; one 

along the northern end of Cope Street, the other along the southern end of Cope Street. 

Demolition of existing buildings has been completed and excavation of the Waterloo Metro Station is 

underway.   

2.4 PURPOSE  

The purpose of this report is to address the relevant Study Requirements detailed below. 

2.5 STUDY REQUIREMENTS 

On 19 May 2017 the Minister issued Study Requirements for the nominated Precinct.  Of relevance to this 

study are the following requirements: 

Study Requirement 

24. Feasibility and Economic Benefits 

24.1  Provide an analysis of the market demand for the proposal. 

24.2  Provide an assessment of the development feasibility of the proposal. 

The above Study Requirements are addressed in: 

• Section 4.0 and 5.0 (24.1 Provide an analysis of the market demand for the proposal.) 

• Section 6.0 (24.2 Provide an assessment of the development feasibility of the proposal.) 
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3 PROPOSAL 

This report relates to: 

• An SSP Study to create a new suite of planning controls; and 

• an Indicative Concept Proposal  

for the Waterloo Metro Quarter ISD. 

3.1 PROPOSED PLANNING FRAMEWORK 

The existing and proposed planning controls for the Metro Quarter are: 

Planning Control Existing Proposed 

Zoning B4 Mixed Use B4 Mixed Use 

Height of Buildings Part 12, Part 15 metres 

Part RL 116.9 (AHD) - North 

Part RL 104.2 (AHD) - Central 

Part RL 96.9 (AHD) - South 

Floor Space Ratio 1.75:1 6.1:1 (including Metro Station) 

3.2 INDICATIVE CONCEPT PROPOSAL 

The Indicative Concept Proposal for the Metro Quarter ISD comprises: 

• Approximately 69,000 sqm of gross floor area (GFA), comprising: 

o approximately 56,500 sqm GFA of residential accommodation, providing for approximately 

700 dwellings, including 5 to 10% affordable housing and 70 social housing dwellings; 

o Approximately 4,000 sqm of GFA for retail premises and entertainment facilities. 

o Approximately 8,500 sqm GFA for business and commercial premises and community, 

health and recreation facilities (indoor). 

• Publicly accessible plazas fronting Cope Street (approximately 1,400 sqm) and Raglan Street 

(580sqm). 

• A three storey mixed-use, non-residential podium, including a free standing building within the Cope 

Street Plaza.  

• Three taller residential buildings of 23, 25 and 29 storeys, and four mid-rise buildings of four to ten 

storeys above the podium and/or the approved metro station infrastructure. 

• Parking for approximately 65 cars, 700 residential bicycles and 520 public bicycles. 

• Two east-west, through-block pedestrian connections. 

Approval has already been separately granted for a Sydney Metro station on the site, which will comprise 

approximately 8,415 sqm of GFA. The total GFA for the ISD, including the metro station GFA is approximately 

77,500 sqm.  Transport interchange facilities including bus stops on Botany Road and kiss and ride facilities 

on Cope Street will be provided under the existing CSSI Approval. 

The above figures are deliberately approximate to accommodate detailed design resolution. 
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While the existing heritage listed Waterloo Congregational Church is within the SSP Study Area, there are 

no proposals for physical works or changes to the planning framework applicable to the church. 

Three dimensional drawings of the Concept Proposal are included at Figures 3 and 4. 

 

Figure 3 Three-dimensional drawing of the Indicative Concept Proposal, viewed from the East 

Source: UrbanGrowth NSW 
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Figure 4 Three-dimensional drawing of the Indicative Concept Proposal, viewed from the West 

Source: UrbanGrowth NSW 
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4 BASELINE INVESTIGATIONS 

4.1 MARKET OVERVIEW 

4.1.1 Sydney Residential Market Overview Update (2018) 

The residential market has slowed as anticipated previously, as signs of easing market conditions took effect. 

The volume of residential housing transactions for the March 2018 quarter are approximately 65-70% of the 

volume of transactions seen in the same quarter of 2017, and Corelogic has reported single digit percentage 

price decreases for the same comparison periods. This decrease in activity needs to be viewed from the 

perspective of an easing market coming off of a historic housing boom. 

The decreased activity has come from a number of sources. The number of available buyers has fallen from 

previous years due to constrained access to credit for owner occupiers, capital controls reducing Chinese 

foreign investment, and falling housing prices and stagnant rents making dwellings less attractive to 

investors. Owner occupiers now form the majority of the buyer profile in the market, whereas foreign buyers 

and domestic investor made up approx. 60% of the market, and even up to 90% of the market in some areas 

previously. 

The Sydney residential market is still adapting to the lower levels of Chinese foreign investment, but credit 

has become more readily available for the owner occupier market, and investor purchases should normalise 

with future residential price growth. 

There is also hesitation from developers to begin projects, as to minimise losses from selling in a downturn. 

In some areas, developers with stock in the market are providing incentives in the form of stamp duty rebates, 

cash rebates, furniture/appliances and furnishing upgrades to attract buyers. 

We believe that the market will stabilise and will not continue to fall significantly into the medium to long term 

due to the long term supply shortage. The current market cycle will be of limited concern to the project’s 

sales, which will take place several years from now where market conditions are likely to be materially 

different. Due to the large amount of apartments proposed, the sales period will be over several years and 

therefore sales will be subject to varying market conditions. 

The Sydney residential market has generally eased by around 7% as at July 2018. 

4.1.2 Sydney Residential Market Overview (2017) 

The Sydney apartment market had experienced rapid growth particularly over the two years to 2016. ‘Off-

the-plan’ sales were buoyed by investors and owner-occupiers alike driven by the acceptance of apartment 

living and influx of large numbers of Asian buyers. This led to a rapid growth in sales realisations and activity 

till late 2015 / early 2016. More recently (2017/18) the market has slowed, although some developments 

have shown good sales on release. Further, the nature of apartment types brought to market has changed 

as developers target more sales to owner occupiers.   

4.1.3 Foreign Investment  

• The interaction from overseas investors has been greatest during the last market cycle. Initially a 

means of moving capital abroad, significant capital growth in the Sydney property market attracted 

a surge in purchasing activity from Chinese, Singaporeans and other Asian-based nationals. 



 

 Waterloo Metro Quarter SSP - Market Study    •    September 2018 15 
 

Moreover, the entry of major Asian developers into the Australian market (e.g. Frasers Property, 

Aqualand and Sekisui) has also increased awareness of the Sydney market, and provided a direct 

route for investment for internationals.  

• Over the medium term, slower capital growth has impacted on international sentiment and 

investment activity. Overall, Colliers International expects little growth (activity-wise) from the 

international investor group in the short to medium term.  

• 2017-2018 NSW State Govt. Budget confirmed the pre-announced increase in stamp duty (from 4% 

to 8%) and land tax surcharge (from 0.75% to 2%) for ‘foreign persons’ of NSW property to dampen 

demand from this cohort. Concurrently, overseas governments are becoming more vigilant in regard 

to foreign direct investment, and are in the process of reducing the flow of capital abroad.  

4.1.4 Easing Market Conditions 

• The first signs of easing were emerging in the marketplace in 2017. New apartment sales rates 

decreased, albeit from a historically high level (which was not sustainable over the medium to long 

term). Housing affordability has reached a critical point, owing to significant property price growth 

coinciding with subdued wages and income growth. While the production of smaller apartments, lots 

and dwellings have assisted in alleviating or containing housing affordability in some locations, this 

approach has possibly reached its limits.  

• New apartment sales have decreased from peak levels, which has also slowed price growth. The 

overall number of enquiries have contracted from record levels although the current rate of off-the-

plan sales is still supportive of development. While they are not growing at a record pace, new 

apartment prices have been resilient. In turn, development site sales have continued in the 

marketplace, albeit with some sites being more difficult to sell if the location is poor. 

4.1.5 Apartment Market 

• A fall in investor activity has been replaced by owner-occupiers. Locked out of the property market, 

to some degree, during the past three years, an adjustment or slow growth in new apartment prices 

(in real terms) is expected to entice activity from this group.  

• Housing affordability has reached a critical point. As at June 2017, the median house price to income 

ratio in Sydney is at a high level due to the recent significant property price growth. This combined 

with low income or wages growth during the current upswing has undermined the ability of many 

households and impacted affordability.  

• Activity from owner-occupiers has increased, in the absence of overseas investors. Households who 

are already in the property market, either in the form of upgraders, downsizers or empty nesters who 

are seeking larger apartments and are able to buy more expensive apartments as a result of 

increased equity in their houses.  

• For owner occupiers who are price sensitive, we expect that they will focus their attention on more 

affordable locations in Sydney, which are still well connected to workplace destinations. Some price 

sensitive owner occupiers will buy a 1 bedroom plus study or 2 bedroom plus study apartment in 

Waterloo as a substitute for a 2 or 3 bedroom apartment elsewhere. 

• The current sentiment is that the apartment market will pull-back in the short to medium term as 

more apartment product is delivered into the market in 2018 and 2019.  Longer term however, 

Sydney’s growth will require more residential dwelling stock and it is expected that any downturn will 

be relatively short.    
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4.1.6 Key Drivers 

• There are a range of fundamental drivers which are expected to be supportive of housing demand 

and construction activity in Sydney (compared to that observed prior to the current peak), including: 

• Higher population growth – as per DPE projections, the resident population of Sydney has increased 

by 83,000 persons over the last 12 months and this growth rate is expected to be maintained into 

the foreseeable future.  

• Solid net overseas migration – elevated population growth rates are expected to be underscored by 

solid levels of net overseas migration (increase in international students and skilled workers to 

supplement retirement in the local workforce). 

• Ageing of the local population – the rate of ageing is expected to gather momentum over the next 

decade. From a housing demand perspective, these households will seek to downsize from their 

family residences into smaller and newer dwellings. 

Observations pertinent to a potential slowdown in the residential property market include: 

• Reduced demand from overseas investors due to an increase in government taxes – the NSW 

Government has recently imposed higher property taxes on overseas investors – a 4% surcharge 

on stamp duty levies and an additional 0.75% on existing land tax rates from July 2017.  

• Speculative buying has been curtailed as there is reduced expectation for further price increases in 

the short term. Indicative gross yields alone are not enough to entice investors, particularly those 

from overseas who do not benefit from local tax concessions such as depreciation and negative 

gearing. With price growth already easing, it is expected that the overall level of investor activity will 

ease in the future.  

• Easing capital growth will serve to dissuade investors from the market, particularly from outer ring 

locations.  

• Overall, there is concern that the property market is past its peak, and that apartment prices may fall 

further, therefore investors will wait until they perceive that prices are ready to increase. 

• Market sentiment is getting more strident, with affordability issues and concerns regarding 

oversupply particularly in City fringe locations and inner ring Sydney suburbs. Again, if this occurs, 

the cycle will be short-lived as Sydney’s long term growth continues. 

4.1.7  Trends in Apartment Sizing and Development Mix 

Factors impacting new apartment and development mix include: 

• Housing affordability has deteriorated in the Sydney market in this cycle surpassing levels observed 

in the past. The average income to dwelling price multiple has increased significantly. Many aspiring 

home buyers (typically those who are sensitive to price) have been locked out of the inner and middle 

ring suburbs of Sydney, and have been coerced to outer suburbs of Sydney.  

• Apartments decreased in size in an attempt to mitigate housing affordability constraints and also 

increase development yields. To some degree, these smaller apartments were enabled through 

more efficient interior design, through in-wall kitchens and optimised open-plan living space in new 

apartments (with some loss of amenity). 

• Apartments are increasing in size recently as developers target the owner / occupier market. Some 

of this increase in size may be attributable to some Councils enforcing the development of larger 

apartments, although this trend is also evident in middle ring suburbs where the Council does not 

specify larger apartments. Generally, 5% to 10% increase in size may be attributable to market 

forces and developers are considering such unit sizes in new developments. Thus, a standard 2 



 

 Waterloo Metro Quarter SSP - Market Study    •    September 2018 17 
 

Bedroom apartment may now be 78 m² to 83 m², although city fringe apartments such as those 

located in Waterloo, will often be smaller. 

• For the Waterloo development, apartment sizing and mix will be varied across building types and 

location of apartments by floor. 

4.1.8 Buyers Profile 

Generally 

• A snapshot of the buyer profile in the period of 2014-17 for apartments in the South Sydney market 

as reported by our onsite sales team is as below and is currently changing: 

o Investors form 40% to 60% of the market; 

o Overseas buyers, i.e. FIRB approved, formed about 15% to 25% of the market. In some 

cases up to 30%; 

o There has been a high proportion of local Asian buyers attracted to the larger developments 

by Chinese developers around Green Square town centre. A large proportion of these local 

Asian buyers relied on offshore funding; 

o Generally, South Sydney buyers are residents of the South Sydney region and the Inner 

West region; 

o The market is trending towards more owner / occupation over the last 12 months. 

• Characteristically the main target market for occupiers of an apartment development is young adults 

aged between 20-30 years. Hence the mix and design of a development should focus on the needs 

and desires of this age bracket.  

• The 20 to 30 year age group who reside in an apartment will consist of singles, couples, group 

households and a small proportion of couples with children. For Waterloo, units will appeal 

particularly to young urban professionals, workers in the service industries and students. 

Owner Occupiers 

• The owner occupier will represent a high proportion of purchasers in Waterloo, due to the 

connectivity and amenity provided by the Waterloo Metro Quarter. The 3 bedroom and 2 bedroom 

apartments will appeal to the owner occupier. 

• The rising cost of entry into the Sydney market, particularly locations within the Inner Ring, has 

resulted in young adults renting for longer periods or buying in locations they do not wish to reside 

in.   

• First home buyers typically do no not represent a significant proportion of a development’s buyer 

profile in South Sydney given the rising entry cost in the Sydney market, especially given the 

increased demand in recent months. 

• First home buyers are offered grants and exemptions for buying new apartments and are to some 

extent corralled into the new apartment market, affordability being a major issue for them. First home 

buyers often acquire an investment property as their entry into the property market. Note that grants 

do not feature greatly in the Inner Ring markets. 

• Empty Nesters and down-sizers may represent a small proportion of purchasers due to the 

escalating established house prices throughout Sydney and the lifestyle benefits offered at the 

Waterloo Metro Quarter.   
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Investors 

• Within off-the-plan developments domestic investors normally purchase the most affordable stock 

i.e. studios and one bedroom apartments as these are generally considered to provide the greatest 

return on investment. Car parking is not a prerequisite to a purchasing decision. 

• Investors seek apartments within locations that have good access to public transport, employment 

and social/entertainment amenities such as cafes, restaurants and bars that are desirable for 

prospective tenants i.e. the 20 to 30 year old. The location needs to provide a suitable level of 

amenity for the investor’s customer. Precincts with tight vacancy rates are also desirable. 

• Since the vast majority of investors view purchasing an apartment from a financial perspective, they 

will either seek to make a purchase based on a mix of potential capital gain opportunities, rental 

return (cash flow) or in the case of more expensive apartments, tax benefits.  

• Whilst the majority of investors do not intend to reside in their investment some will buy a property 

on the basis of moving in later on. This is common with investors who fall into the empty nester 

category. 

• Some investors can also be classified as speculators i.e. those who purchase an apartment off-the-

plan in the anticipation of short-term capital growth. These buyers will attempt to sell their apartment 

prior to or around the time of completion of the development for a profit. This strategy is more 

prevalent in a rapidly rising market, but gets riskier in markets where apartment prices have already 

increased substantially in the short term. 

• This category includes overseas purchasers but with reduced interest due to the impact of increased 

taxes on foreign investors as noted above. 
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4.2 RESIDENTIAL APARTMENT SUPPLY 

4.2.1 Waterloo 

The following table shows estimates of future residential apartment supply as at 17 July 2018, as published 

by Cordell Connect, for the suburb of Waterloo. 

Term No. of Units No. of Projects 

Short Term (2018 - 2019) 259 5 

Medium Term (2019 - 2021) 1,281 10 

Longer Term (after 2021) 634 5 

Total 2,174 Units 20 Projects 

Source: Cordel l  Connect  
  

4.2.2 South Sydney 

The following table shows estimates of future residential apartment supply as at 17 July 2018, as published 

by Cordell Connect, in the immediate area surrounding the Waterloo Metro Quarter. The suburbs used for 

this analysis includes Waterloo, as well as Redfern, Alexandria, Zetland, Rosebery, Beaconsfield, and 

Erskineville. Appendix 1 provides a detailed list of the assessed projects. 

Term No. of Units No. of Projects 

Short Term (2018 - 2019) 1,748 14 

Medium Term (2019 - 2021) 5,241 32 

Longer Term (after 2021) 7,605 28 

Total 14,594 Units 74 Projects 

Source: Cordel l  Connect  
  

Note: 

• Most of the short to medium term projects are known to the market and are substantially sold.  

• The projects assessed in the above table are grouped by the estimated completion dates given. It 

is assumed that all projects will be completed by their estimated completion dates, however in the 

case of longer term projects (after 2020) not all projects will proceed within the timeframes noted 

(or proceed at all in some cases). 
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4.3 APARTMENT ABSORPTION 

Absorption rates are a function of the Economic climate, the supply and demand in the property market, 

consumer confidence, and project specific factors such as the Metro Station as well as design, pricing, 

location, etc. 

The absorption rates will be affected by the opening of the Waterloo Metro station in 2024. The development 

program for a project of the scale of the Metro Quarter will be over several years and will consequently be 

subject to varying market conditions over the span of the development and sales period, including both high 

and slower levels of market activity. 

Due to the scale of the development, which is proposed to have in the order of 700 apartments, staged 

releases will be likely. This is necessary as to maintain the integrity of apartment realisations for the 

development and as not to cause a market imbalance in the South Sydney market. 

Colliers International’s advice to developers recently is to allow release of apartments in stages, in the order 

of 150 units, or so and once a significant percentage (say 80%) is sold be prepared to release the next stage 

of 150 units. In this way, releases can be timed to market demand. 

Absorption rates will also be affected by the adopted car parking provision. If the proposed concept allows 

for effectively zero car parking (excluding car share and accessible / needs based car parking), it may 

severely reduce saleability and therefore sales rates.  

Providing car parking in line with the Sydney LEP 2012 Category A parking rates, which allows for 0.601 cars 

per apartment (calculations provided in section 5.1.2), will improve saleability concerns. 

Taking these factors into consideration, we have proposed the following absorption rates. Subject to 

competition in the market and car parking provision, the sales rates may be as follows over the long term. 

For Category A Parking: 

• Waterloo Metro Quarter (stand-alone) 350 – 450 units p.a. Adopt 400 units p.a. 

• Waterloo Estate (stand-alone) 400 – 500 units p.a. Adopt 450 units p.a. 

• If on market concurrently; 500 – 600 units p.a. Adopt 550 units p.a. 

For zero car parking as proposed (subject to apartment mix): 

• Waterloo Metro Quarter (stand-alone) 250 – 350 units p.a. Adopt 300 units p.a. 

• Waterloo Estate (stand-alone) 300 – 400 units p.a. Adopt 350 units p.a. 

• If on market concurrently; 400 – 500 units p.a. Adopt 450 units p.a. 

In the short term and in the current market, the proposed concept may only sell in the order of 100 to 200 

units p.a. The long-term trajectory of the Sydney housing market being strong should support the sales rates 

noted above and should be sustainable over the term of the project. 

The annual sales rate will increase with the scale of the development. 
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4.4 MIXED TENURE ESTATES 

4.4.1 Social Housing as it relates to the Metro Quarter 

The adjacent social housing estate, largely owned by Land and Housing Corporation (LaHC), has 2,012 

social housing dwellings as well as a small number of adjoining privately owned sites. The proposed 

redevelopment of the Waterloo Estate will include social and affordable housing alongside market housing. 

The residential element of the Metro Quarter will consist of private market housing, and up to 10% affordable 

and social housing. The implications of affordable and/or social dwellings within the renewal are considered 

below. 

4.4.2 Socially Integrated Development 

The following comments refer to the seven approaches for mixed tenure housing presented in Hill PDA’s 

Housing Diversity and Affordability Study as part of this SSP Study. These comments are subjective, based 

on limited evidence and refer to the likely impact on potential realisations of market dwellings. These 

comments are supplementary to Hill PDA’s comments on the benefits, challenges and implications for the 

various options. 

 

Option A: Salt & peppering of private, affordable 
and social housing within the same building 

 

 

Impact on Market Residential Gross Realisations: 

• Potential to have a negative financial impact 

on market housing. 

• Discussions with developers indicated that 

they would apply a discount range between 

5% - 20%. We believe that the discount 

would be in the lower range, in the order of 

5% - 8%, but likely to be around 5%. 

• Loss of sales revenue from higher priced 

apartments located on higher floors in 

apartment complex would reduce gross 

realisations. 

• Potential loss of revenue across all market 

housing in the complex due to shared 

communal facilities and strata management 

issues. 

• Mortgage finance may be more difficult for 

purchasers as banks will likely require higher 

deposits due to increased perceived risk. 
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Option B: Different tenures stacked within a 
building 

 

 

Impact on Market Residential Gross Realisations: 

• A discount to market apartment sale prices 

may be applied, ranging from 2% - 5% due to 

some shared facilities. 

• Separation of entries may reduce discount 

required to the lower levels of the range. 

• Issues relating to strata management needs 

consideration. 

 

Option C: Salt & peppering of social, affordable and 
private buildings within a block 

 

 

Impact on Market Residential Gross Realisations: 

• A discount to market apartment sale prices 

may be applied, ranging from 0% - 3%.  

• Shared communal open spaces may be not 

be acceptable to the market and may have a 

further impact on revenues as the social 

dwellings would be highly visible.   

 

Options F: Salt & peppering of affordable and 
social within the one building, with private in own 
buildings 

 

 

• Effectively the same outcome as for option E 

where social housing is separated from 

private market housing by building envelope 

but salt and peppered site wide. 

• The affordable housing may be impacted 

negatively (financially) if sold to private sector 

buyers on the 10-year model, as after 10 

years it reverts to private housing. A discount 

would be required in addition to any discount 

applied for rental affordability. 
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Options G: Salt & peppering of affordable and 
private within the one building, with social in own 
buildings. 

 

 

• Effectively the same as option E as the social 

dwellings are in separate building envelops 

but peppered site wide. 

• Affordable housing is not expected to impact 

financially on market housing. 

• Affordable apartments, if kept to smaller 

apartments on lower levels, will yield a better 

financial outcome as larger, more expensive, 

apartments on upper levels will produce 

higher sales realisations. Therefore, the 

affordable housing should be salt and 

peppered on the lower floors only. 

 

4.4.3 Affordable Housing 

Evidence to date shows that affordable housing will not be viewed negatively by the private sector purchaser 

and will have little, if any, price discount impact on private dwellings. 

The evidence further shows that there has been very little discount on the sale of affordable housing units 

themselves which have been sold to private investors, who are required to keep the properties as affordable 

housing dwellings for a period of ten years. This requires the rent to be discounted 20% p.a. from market 

rates for a 10 year period, after which time the apartment may revert to a ‘standard’ private apartment. 

4.5 IMPACT OF SOCIAL AND AFFORDABLE HOUSING 

It is planned that the Metro Quarter will have up to 10% affordable housing and approximately 70 social 

housing apartments. 

If these social housing apartments are ‘salt and peppered’ throughout the market and affordable apartment 

towers, or is delivered as stratum floors without separated lobbies, then discounting in the order of 5% may 

be required. 

If the social apartments are delivered in a separate tenure-blind building, there should be no impact on sales 

realisations. We believe that affordable housing of up to 10% will have little or no impact on the private sector 

dwelling realisations. 

4.5.1 Note on Strata / Stratum Title 

If the social housing apartments were to be included in the same building envelope as private dwellings, it 

may be in the form of a Stratum title. In the case of ‘Strata Title’ and ‘Stratum Title’ within the same building 

envelope, a “Strata Management Statement” needs to sit over the top to manage the shared facilities. 

If the Strata Management Statement is too prescriptive in favour of the social housing management then it is 

likely to impact on the sales of the private apartments, alternatively if the private owners own a greater 

proportion of the building they may have a greater say in the management. 
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Whether a building is strata or stratum, consideration needs to be given to the shared facilities. If there is 

shared rubbish area, parking, landscaped area, restrictions in the by-laws (in regard to pets, hanging out 

washing, and other) it will impact on all residents and will need some over-riding management structure.  

If social housing dwellings are ‘salt and peppered’ within an apartment complex, considerations need to be 

given to the impact of other strata regulations such as voting rights on the owners’ corporation, tenant 

representation at owners’ corporation meetings and other issues regarding owners obligations and 

responsibilities regarding the owners’ corporation. 

From a commercial and management perspective having the social housing in stand-alone residential blocks 

would improve the pricing and saleability of private apartments. Another consideration is the view that 

mortgage lenders may take when purchasers seek to purchase apartments with stratum / strata 

arrangements with social housing. It is noted that these issues have also been touched on by Hill PDA in the 

housing diversity and affordability report prepared for the SSP Study. 

4.6 MARKET DEMAND FOR THE PROPOSAL 

The proposal has a number of characteristics of which some will be viewed positively and others negatively 

by the prospective purchasers of the residential apartment product.  

The project is positively affected by its South Sydney location, which is an attractive area for many occupier 

types, i.e. students, young professionals, first home buyers, young families and downsizers. It is also 

supported by the future Waterloo Metro Station and walking distance location to nearby Redfern and Green 

Square Stations.  The accessibility provided from these stations will be positively viewed by renters, which 

should be reflected by interest from investors. 

The integration of social housing in the development should not cause concern for saleability if the integration 

is done well. A well-integrated social housing component would preferably be a separate tenure-blind 

building.  

4.6.1 Impact of Car Parking on Market Demand 

The demand for the project will be influenced by the car parking provision adopted – whether the current 

proposal for effectively zero car parking is implemented, or whether car parking provided is closer to Category 

A parking rates.  

Zero car parking will likely cause some saleability issues and will impact on absorption rates. There is limited 

precedent in Australia to gauge the reaction of the market to this, however the demographic is still reliant on 

cars for trips which are not easily accommodated by public transportation, such as weekend sports and 

outings. In our opinion, the saleability issue from providing zero car parking can be managed by applying 

appropriate discounting to apartment prices. The unit mix may also require shifting, providing less 2 and 3 

Bedroom apartments and more studios and 1 Bedroom apartments, whose buyers and prices will be less 

affected by reduced car parking. 

If Category A parking rates are adopted, the Metro Quarter will have 0.601 cars per unit (0.651 cars per unit 

including visitor parking). Although this figure is lower than many other apartment developments, particularly 

in outer ring suburbs, the trend to accept less car parking in city fringe locations will improve saleability as 

compared to the current proposal. The Metro Station will lend itself well to accommodate buyers who do not 

receive car parking and attitudes towards car parking may be even more accepting when the apartments go 

to market. 
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5 IMPLEMENTATION PLAN & STRATEGY 

5.1 RESIDENTIAL COMPONENT – METRO QUARTER 

Given the location of the Metro Quarter over the Waterloo Metro Station and the various building types, from 

4 levels of residential apartments over the Transport for NSW property to a 29-level tower, the range and 

size of apartments will vary substantially. 

Apartments on the lower levels in both the low rise and high rise apartments will attract price sensitive buyers, 

a large element of whom will be investors. These apartments may be smaller with fewer 3 Bedroom 

apartments and more Studios, 1 Bedroom and smaller 2 Bedroom apartments. 

The mid-level to upper level apartments will appeal more to the owner/occupiers with more 3 Bedroom 

apartments towards the upper levels. 

Overall the project will have a relatively wide range of apartment types to cater for a wide buyer profile. For 

feasibility purposes, an aggregate size and mix has been adopted across the project but applied on a building 

by building basis to produce an aggregate apartment price by residential building type. 

5.1.1 Residential Apartment Types, Mix and Sizes 

 Apartment Mix Internal Area External Area Car Parking 

Unit 

Type 

Mix Range 

(%) 

Adopted Mix  

(%) 

Internal 

Range (m²) 

Adopted 

Area (m²) 

External 

Range (m²) 

Adopted 

Area (m²) 

‘Category A’ 

(Cars/Unit) 
Zero 

Studio 0 – 3% 2% 40 – 48 42 4 – 8 8 0 0 

1 Bed 25% - 35% 27% 50 – 56 52 6 – 10 8 0 0 

1 Bed+ 3% – 10% 6% 56 – 64 58 6 – 10 9 0 0 

2 Bed 40% - 48% 46% 70 – 79 74 10 – 12 12 0.785 0 

2 Bed+ 3% - 6% 4% 78 - 88 82 10 – 12 12 1 0 

3 Bed  4% - 10% 10% 94 – 105 98 12 – 18 15 1 0 

3 Bed + 4% - 6% 5% 102 – 120 108 15 – 25 20 2 0 

Generally, the apartment mix and sizes will vary from the lower rise to high rise towers, although the 

realisation should be consistent on a rate per square metre basis for equivalent floor levels.  

Developers will review and re-assess the apartment mix and size, according to their own research which may 

change over time. In the current market, for feasibility purposes, the adopted mix as outlined in the table 

above is recommended. 
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5.1.2 Note on Car Parking Calculation 

The car parking allocation above in the ‘Car Parking: ‘Category A’’ column has been chosen with 

consideration given to minimise the impact of reduced car parking. The allocation provides parking 

equivalent to that under the Category A control, as shown in the calculation below. 

Unit Type Unit Mix (%) Category A 

Parking Rates 

Adopted  

Parking Rates 

Studio 2% 0.1 0 

1 Bed 27% 0.3 0 

1 Bed+ 6% 0.3 0 

2 Bed 46% 0.7 0.785 

2 Bed+ 4% 0.7 1 

3 Bed  10% 1 1 

3 Bed + 5% 1 2 

Total / Aggregate 100% 0.601 0.6011 

  

 

Commentary on Apartment Types for the subject site: 

• Studio apartment sizes are determined by bank lending criteria where banks require 50m² 

minimum size. If not, then 35% deposit is required, which investors can supply, but first home 

buyers find difficult. If the studio is 42m² then the 50m² may be achieved by enclosing an 8m² 

balcony to make a ‘wintergarden’. 

• 1 Bedroom apartment may be 50m² - 56m² and is aimed at affordability. 

• 1 Bedroom plus Study apartments may be 56m² - 64m². The study may be a separate room (no 

window required) such that the unit may be an affordable substitute for a 2B unit. 

• 2 Bedroom apartments have increased in size slightly, but being city fringe may be in the range 

of 70m² - 79m². Beyond 80m² the $ rate per square metre may be lower unless it gets a study. 

May appeal to investors and first home buyers. 

• 2 Bedroom plus Study apartments may be in the range of 78m² - 88m². The study may be a 

separate room such that the unit may be an affordable substitute for a 3B unit. 

• 3 Bedroom apartments for owner / occupiers have increased in size recently although given its 

location will be in the range of 94 m² - 105 m². 

• 3 Bedroom plus Study apartments have become larger as owner / occupiers look to trading out 

of their houses to apartment living. They prefer larger units and living area may range between 

102m² - 120m². 

• The mix of apartments has consistently shown that 2 Bedroom apartments account for the majority 

of yield in new apartment projects. Recently, 2 Bedroom apartments have increased as a 

proportion of bedroom mix in apartment developments in most areas. The share of 3 Bedroom 

apartments has also increased to the detriment of 1 Bedroom apartments. 

For the investor, the 1 Bedroom apartment provides less flexibility for rental/return and is also less 

attractive for the owner /occupier. However, 1 Bedroom apartments are still a significant requirement in 

locations such as Waterloo. 

  



 

 Waterloo Metro Quarter SSP - Market Study    •    September 2018 27 
 

6 ASSESSMENT 

6.1 RESIDENTIAL APARTMENTS 

6.1.1 Building Level / Views / Aspect 

The lower 3 levels are for retail and other uses, so apartment pricing was assumed to commence from level 

3 or 5 depending on their position in the building. Thus, all apartments are somewhat elevated and this is 

reflected in the sales revenue. 

The pricing by level does not consider view corridors and aspect specifically, as the $ rate per square metre 

applies over the whole floor. These prices will need review when the apartments are priced for sale. Note 

that although a specific rate is applied to apartment realisations, these are estimates and represent a mid-

point in an estimated price range. 

6.1.2 Residential Car Parking 

The current proposal for zero car parking will require discounting to apartment pricing, which will have 

significant impact on gross realisations.  

As buyers in the South Sydney market do not usually expect car parking for Studio and 1 Bedroom 

apartments, these will be unaffected. Larger apartments will be more impacted, with 3 Bedroom apartments 

affected the most as the typical buyer profile for 3 Bedroom apartments are more reliant on car parking.  

3 Bedroom apartments usually require 1-2 car spaces and 3 Bedroom plus Study apartments require a 

minimum of 2 car spaces. When the second (last) car space is not provided to these apartments, realisations 

can be greatly affected. 

6.1.3 Apartment Sales Realisations 

Revenues have been considered for an option where Category A parking rates have been maximized and 

compared to the proposal where zero parking is provided. 

The table over indicates the potential price discounts between the provision of Category A  

(0.6 cars/apartment) parking and zero parking for equivalent apartments.
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6.1.3.1 Apartment Realisations: Required Discounts – Zero Car Parking vs. Category A Parking 

WATERLOO METRO QUARTER UNIT REVENUE SUMMARY 

  Living area 42m2 52m2 58m2 74m2 82m2 98m2 108m2 70.9m2 

  % of units 2% 27% 6% 46% 4% 10% 5% 100% 

 ‘Cat. A’ Parking Rates 0 0 0 0.785 1 1 2 0.601 

BUILDING 
& TYPE UNIT TYPE Studio 1B 1B+ 2B 2B +  3B 3B + AGGREGATE 

A – 29 
LEVEL 

Average Discount 

(%) 0% 0% 0% 12% 14% 9% 18% 9% 

B – 15 
LEVEL 

Average Discount 

(%) 
0% 0% 0% 13% 14% 10% 21% 10% 

C – 9 
LEVEL 

Average Discount 

(%) 
0% 0% 0% 13% 15% 10% 22% 10% 

D - 10 
LEVEL 

Average Discount 

(%) 
0% 0% 0% 13% 15% 10% 22% 10% 

E – 25 
LEVEL 

Average Discount 

(%) 
0% 0% 0% 12% 14% 9% 19% 9% 

F – 23 
LEVEL 

Average Discount 

(%) 
0% 0% 0% 12% 14% 9% 19% 9% 

G – 13 
LEVEL 

Average Discount 

(%) 
0% 0% 0% 13% 14% 10% 21% 10% 
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6.2 NON RESIDENTIAL – RETAIL 

6.2.1 Proposed Areas 

The net lettable retail areas as shown for the Waterloo Quarter on the ground floor, at time of report, 

are as in the table below.              

Non-Metro  Metro 

Tenancy NLA (m²)  Tenancy NLA (m²) 

A1 310.5  C1 175.5 

A2 157.5  C2 63 

A3 274.5  G1 333 

D1 261  G2 76.5 

D2 418.5  G3 36 

D3 193.5  Total 684 m² 

E1 279    

E2 94.5    

E3 148.5    

E4 108    

F1 171    

F2 135    

F3 171    

H1 157.5    

Total 2,880 m²    
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6.2.2 Retail Viability 

The tenancy mix is to be decided at a later stage, however a development such as this may include uses as 

outlined below. 

• Supermarkets – more viable if located on ground level. Rental reduced if on upper level. 

• Mini-major; fresh food, general – ground level location achieves better rent. 

• Retail specialists; food and beverage; retail services and non-food retail – would work well. 

6.2.3 Supermarket 

When considering attracting a supermarket to the site several issues should be kept in mind: 

• The two majors Coles and Woolworths would support the centre best as supermarket operators 

however: 

o Coles is not as proficient at operating small format supermarkets; and 

o Woolworths has stores in Green Square, Alexandria, Redfern, as well as a large 

supermarket proposed by Mirvac for the Australian Technology Park. Therefore, there may 

be an issue with cannibalising sales of their own stores if a Woolworth supermarket is 

located at the Waterloo Metro Quarter. 

• The area above is too tight for Woolworths. An NLA of 1,250 m² would be more suitable. 

• If the ground floor supermarket is restricted in the terms of the area available to about 800 m² we 

believe that it would be too tight for Woolworths (Coles may not consider it). In this case an IGA or 

QE may be approached. This will however impact on the capitalisation rate of the centre. 

6.2.4 Capitalisation Rates 

6.2.4.1 If Strata / Stratum title and sold in one line 

The capitalisation rate if sold in one line will vary in accordance with the occupancy, type of tenancies and 

mix. If there was a consolidated area for a supermarket of between 1,200 m² to 1,500 m² on the ground level 

the capitalisation rate may be stronger. 

• With no major supermarket tenant, i.e. Coles or Woolworths; A softer capitalisation rate / sales 

realisation is expected. 

• Assuming a Woolworths supermarket; An improved realisation would be expected 

6.2.4.2 If Strata title and sold separately 

The capitalisation rate if sold as separate retail shops will vary subject to size, location within the complex, 

tenancy covenant or whether vacant or occupied. 

6.2.4.3 If Leasehold and sold separately 

The retail shops on the metro land will likely be on a 40 year leasehold, therefore a lower expected sales 

realisation may be expected for these tenancies of say 15% - 20% lower than if strata titled. 
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6.2.5 Parking Ratios 

One would not expect customer parking in this centre given its location and being over the metro. Allowing 1 

space for each shop and several extra spaces for the larger retailers, say 25 spaces in total, would be optimal. 

However, the proposed 15 non-residential car spaces will affect the advice provided herein. 

6.2.6 Retail Strata 

Strata shops may sell for a stronger capitalisation rate. As an example, a 100 m2 shop sold in ‘Divercity’ 

Alexandria for a capitalisation rate of 5.1%. This represented a sale in excess of $12,000/m².  

The risk with retail strata sales is that the centre may not be maintained in good condition over the longer 

term if sold as separate strata units. If held in one line the centre is more likely to be better maintained with 

the occupancy controlled and the environment and quality of the neighbourhood maintained and kept 

consistent in appearance.  

6.2.7 Incentives 

An incentive rate of 20% of gross rental should be allowed. Assuming all leases have 5-year lease terms, 

this will equate to one year of gross rent provided as incentive for each tenant. The capitalisation rate is 

calculated prior to subtracting the expected incentives from the potential net realisation. 

6.3 NON RESIDENTIAL – OFFICE / OTHER 

6.3.1 Commercial Areas 

The non-residential elements of the Waterloo Metro Quarter are proposed to be made up of 2 podium areas 

above the retail uses. There is also a stand-alone building (Building H) with three levels of commercial area 

with floor plate of approximately 220 m² each. 

The proximity to the Australian Technology Park is an advantage for commercial uses, as is the metro rail 

station within the development. 

The non-retail commercial elements of Waterloo Metro Quarter consist of a total gross floor area of  

8,645 m². The composition is as follows. 

Building GFA per Level Levels Total GFA 

Building A-E  

(Level 1 & 2) 

2,965 m² 

(90 m² ground floor) 
2 Levels 6,020 m² 

Building F 

(Level 1 & 2) 

950 m² 

(65 m² ground floor) 
2 Levels 1,965 m² 

Building H 220 m² 3 Levels 660 m² 

 For a total gross floor area of: 8,645 m² 
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6.3.1.1 Buildings A to E (Level 1 & 2) 

Podiums levels for Buildings A to E were assumed to be consolidated, producing a total area of 5,930 m², 

plus 90 m² in of ground floor area in Buildings A, D and E, which may be used for lobby use.  

It is assumed a child care centre of 420 m² (60 child) would be included here. The balance of the space may 

be utilised for Hi-Tech or Co-Working office space. 

6.3.1.2 Buildings F (Level 1 & 2) 

The podium levels for building F were assumed to have a gym on the first floor. Since a gym would utilise an 

area of between 600 m² to 700 m², the balance may be used for other purposes, perhaps related, such as a 

physio therapist. The upper level can be utilised as office space, or, if appropriate, a medical centre. 

Generally 

The office space is aimed at Hi-Tech, Co-Work and IT office market, with higher ceiling heights and full length 

windows. These spaces should be presented with the following characteristics: 

➢ Ceiling heights an extra 500mm (3.2m to 3.5m); 

➢ New York loft style with large windows (running full length from floor to ceiling); 

➢ Sense of identity; 

➢ Top quality internet connectivity and speed; 

➢ Facilities adjacent such as child care centre and gym; and 

➢ Car share facilities. 

The target market may include Hi-Tech or IT and the co-working office market. The operators of Co-Work 

office accommodation such as WeWork and Wotso seek office space in the order of 2,000 m² to 6,000 m². 

Remaining space in Buildings E and F was generally assumed to be occupied by incubators, IT and other 

Hi-Tech companies. A medical centre may also be considered for this project. 

6.3.1.3 Podium Levels – Building H 

The floor plates are approximately 220 m² per floor. Since community uses such as a library or community 

centre may occupy this area, no income is expected for this space.  

A café will be located on the ground floor for which the potential income has been accounted for in the above 

Non-Residential – Retail section.  

6.3.1.4 South Sydney Commercial Market Commentary 

The South Sydney commercial market generally encompasses the suburbs of Mascot, Alexandria, Waterloo, 

Rosebery and Redfern. As of April 2017, South Sydney has approximately 200,000 square metres of total 

office stock.  

Over the past 24 months the area has undergone a period of transition as industrial assets have been 

replaced/repositioned by creative office & mixed-use developments, capitalising on broad scale rezoning. 
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Generally 

• Demand is at an all-time high while there have been low transaction volumes  

• Tenants from Sydney CBD and City Fringe markets are migrating to markets like South Sydney 

where they can occupy creative space within warehouse conversions at a more affordable rent. 

• Absorption rates have been steady, with letting up periods of 1 to 3 months for office suites. 

• Market drivers include heavy investment in infrastructure and proximity to the Sydney CBD and 

Airport. 

• Conversion of existing industrial usage to commercial usage is increasing supply and is expected to 

continue over the coming years, however at a constrained pace. The increasing statutory land 

values, associated tenancy occupancy and land holding costs necessitate higher and better uses, 

and rental yields. 

6.3.2 Childcare 

The current rate for long day care services for one child aged 0 – 36 months in Waterloo and the immediate 

area range from $100/day to $140/day. The prevailing rates for childcare in the district may be viewed on 

government web sites. (ref: mychild.gov.au website)  

A child care centre catering for 60 to 90 children may be considered. 

6.3.3 Incentives 

As with retail leases, an incentive rate of 20% of gross rentals will be applied to commercial and childcare 

tenants.  
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6.4 DEVELOPMENT FEASIBILITY 

The feasibility of the development in its current form is subject to the price of the underlying land which will 

be negotiated with prospective developers. Developers will consider the expected revenues and risks 

associated with zero car parking and the inclusion of social housing into the scheme. These factors will be 

included in their calculation of the residual land price that achieves their required return  

Conversely, in the case of zero car parking we expect that a developer will try to negotiate a change of 

scheme to increase the car parking provided, even if this comes at a lower apartment yield, as this will reduce 

likely saleability risks. 

We propose the revenue escalations below to reflect the current market cycle, where prices are expected to 

remain stable over the next few years followed by some modest growth in the following years into the next 

market up cycle. 

6.5 ADOPTED REVENUE ESCALATIONS 

The following escalation rates may adopted. 

 Escalation Rates 

Land Use 
2019 

FY18/19 
2020 

FY19/20 
2021 

FY20/21 
2022 

FY21/22 
2023+ 

FY22/23+ 

Residential 0% 0% 0% 2% 3% 

Non-Residential 0% 0% 0% 2% 3% 
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7 CONCLUSION 

Our conclusions are as follow: 

• The development will be a signature project for an incoming developer. 

• The development will attract large scale developers of significant calibre (tier one and other selected 

developers). The project will require significant capacity from the developer and demonstrable 

experience will be required, thus possibly excluding many mid-low tier developers. 

• The selected developer will be required to co-ordinate with Sydney Metro delivery team. 

• The current market will be not applicable to this project as it will be delivered under different market 

conditions. 

• If zero car parking is delivered as proposed, there is likely to be a negative impact on apartment 

realisations which will carry through to a reduced site realisation. 

• The inclusion of the social housing elements will negligibly effect the market apartment realisations 

if delivered in a separate tenure-blind building. 

• There is little evidence to indicate the affordable apartments will have any effect market housing as 

these are intended to be occupied by key workers. 

• Care should be taken with the inclusion of a supermarket as the surrounding area is well represented 

by dominant supermarket operators. 

• All non-metro retail should be confined to ground level.  
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8 APPENDIX 1 – APARTMENT SUPPLY 

The following schedule provides project details for the estimated future supply pipeline as provided in the 

section 4.2. The details below are subject to change. It is unlikely that all projects below will proceed to the 

exact specifications provided as projects are at various stages of approval and construction. 

Project Address Estimated Year of Delivery Estimated Apartment Yield 

906 Bourke St, Zetland 2018 343 

67-77 Epsom Rd & 95 Dalmeny Av, Rosebery 2018 247 

84-92 Epsom Rd, Zetland 2018 215 

1-5 Link Rd, 947 Dowling St & 132-142 Epsom Rd, Zetland 2018 189 

39-41 & 1A Coulson St, Erskineville 2018 129 

1A Coulson St, Erskineville 2018 127 

2 & 2A Rothschild Av & 2-6 Mentmore Av, Rosebery 2018 100 

3-9 Eve St, Erskineville 2018 71 

4-6 Cressy St & 13-15 Mentmore Av, Rosebery 2018 68 

713-721 Elizabeth St, Waterloo 2018 37 

859-861 Bourke St, Waterloo 2018 40 

10-20 McEvoy St, Waterloo 2018 79 

830-838 Elizabeth St, Waterloo 2018 74 

233-235 Botany Rd, Waterloo 2018 29 

25-55 Rothschild Av & 5-13 Rosebery Av, Rosebery 2019 481 

301-303 Botany Rd, Zetland 2019 401 

105-115 Portman St, Zetland 2019 330 

956-960 Bourke St, Zetland 2019 288 

67-77 Epsom Rd & 95 Dalmeny Av, Rosebery 2019 268 

105-115 Portman St, Zetland 2019 251 

5-13 Rosebery Av, Rosebery 2019 229 

1 Lawson Sq., Redfern 2019 174 

1A Coulson St, Erskineville 2019 173 

105-115 Portman St, Zetland 2019 130 

6-8 Crewe Pl, Rosebery 2019 99 

1A Coulson St & 74 Macdonald St, Erskineville 2019 93 

105-115 Portman St, Zetland 2019 68 

74-88 Botany Rd, Alexandria 2019 63 

50-86 Dunning Av, Rosebery 2019 54 

14-18 Primrose Av & 27-29 Rosebery A , Rosebery 2019 49 

2-14 Amelia St, Waterloo 2019 39 

13-17 Lachlan St & 2-4 Bruce St, Waterloo 2019 227 

59-63 Botany Rd, Waterloo 2019 40 

707-711 Elizabeth St, Waterloo 2019 35 

511-515 Botany Rd, Zetland 2020 286 

18 Huntley St, Alexandria 2020 153 

890-898 Bourke St, Zetland 2020 145 

33-37 Mentmore Av, Rosebery 2020 118 

600 Botany Rd, Alexandria 2020 66 

10-18 William St, Beaconsfield 2020 41 

2-6 Danks St, Waterloo 2020 43 

169-171 Botany Rd, Waterloo 2020 17 

11B Lachlan St, Waterloo 2020 61 

903-921 Bourke St, Waterloo 2020 450 

18-20 O'Dea Av, Waterloo 2020 331 

1-1A, 3-5 Amelia St & 19-21, 25-27 Lachlan St, Waterloo 2020 38 

165-175 Mitchell Rd & 57 Ashmore St, Erskineville 2021 1630 
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Project Address Estimated Year of Delivery Estimated Apartment Yield 

377-497 Botany Rd, Zetland 2021 514 

205-225 Euston Rd, Alexandria 2021 339 

57 Ashmore St, Erskineville 2021 325 

811 Elizabeth St, Zetland 2021 250 

888 Bourke St, Zetland 2021 206 

602-618 Botany Rd & 27-31 Ralph St, Alexandria 2021 203 

960A Bourke St, Zetland 2021 195 

397-399 Cleveland St & 2-38 Baptist St, Redfern 2021 170 

163-173 McEvoy St, Alexandria 2021 145 

5-15 Dunning Ave & 3 Mentmore Ave, Rosebery 2021 143 

444-450 Gardeners Rd, Alexandria 2021 94 

Eveleigh, Lawson, Caroline, Louis, Vine & Lawson Sts, 
Redfern 

2021 62 

11-15 Ralph St, Alexandria 2021 61 

895-899 & 901 Bourke St, Waterloo 2021 72 

857-865 South Dowling St, Waterloo 2021 18 

106-116 Epsom Rd, Zetland 2022 555 

94-104 Epsom Rd, Zetland 2022 300 

11 Gibbons St, Redfern 2022 254 

90-102 Regent St, Redfern 2022 114 

960A Bourke St, Zetland 2022 104 

5-11 Botany Rd & 80-82 Cope St, Waterloo 2022 48 

219-231 Botany Rd, Waterloo 2022 139 

44-48A O'Dea Av, Waterloo 2022 357 

12-40 Rosebery Av & 108 Dalmeny Av, Rosebery 2023 380 

77-93 Portman St, Zetland 2023 354 

501-515 Botany Rd, Zetland 2025 123 

600-614 Elizabeth St, Redfern 2029 450 
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