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Executive Summary

We believe risk premiums for logistics will be narrower 
than they have been in the past given institutionalisation 
and reduced volatility, and that the sector can achieve 
attractive core returns above the required return hurdle 
over a five and 10-year horizon.

We see the logistics market outlook as having solid 
structural tailwinds, disciplined supply that is better 
aligned with demand and a re-established growth 
profile, leading to strong investment appeal.

Supply has caught up, having been chronically 
undersupplied from 2020-2023 which led to 
exceptionally low vacancy levels. However, 
development economics and delivery challenges 
remain.

As legacy land banks are developed out, the next 
phase of the pipeline will have a higher cost base 
and require higher economic rents. 

We see limited potential for economic rents to 
decline, and therefore rental growth to accelerate 
as vacancy rates stabilise and start to contract. 

Leasing demand across the East Coast markets is well 
supported by a cyclical rebound in goods 
consumption and underpinned by structural factors 
such as e-commerce and population growth. 

Occupiers are focused on gaining efficiency through 
consolidation and automation offered by modern 
facilities.

In Sydney, investment appetite for logistics assets has 
remained firm and has driven competition for assets. 
As a result, a widening yield spread is emerging 
between Sydney and Melbourne.
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Global lead 
indicators 

Australian vacancy rates remain low in a global context(1,4) Like-for-like income has grown 1.5-2x in the last decade(2,5)

Supply slowing from the 2023 peak(3)Net effective rental growth (YoY)(1,4)

What we are seeing in 
logistics overseas, and how 
do we compare?

Source: (1) CBRE (2) Green Street, Macquarie (3) 
Prologis Research. Notes: (4) as at Q3 2025 (5) Like-
for-like net operating income (NOI) / net rental 
income (NRI) index 

Australia ranks as one of the 
tightest logistics markets in the 
world, with relatively low vacancy 
and strong structural tailwinds from 
population growth and rising 
e-commerce. 

Globally, new supply alleviated 
capacity constraints leading to a 
moderation in rental growth. Supply 
peaked in 2023 globally. 

More recently, there has been a 
normalisation in both demand and 
rental growth across most markets 
globally.
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What’s 
happened in 
Australia Melbourne has led the charge on rising vacancy rates(1) Supply as a % of total stock(1)

Cap rate compression from recent peak in Sydney and Brisbane(1) Rental growth has moderated from historical highs(1,2)

Summary of trends in key 
metrics

Source: (1) CBRE. Notes: (2) super-prime metropolitan 
average.

Despite elevated levels of supply, 
Brisbane has achieved the 
strongest effective rental growth in 
2025 and a stable vacancy rate, 
reflecting resilient demand. 

The rise in the Melbourne vacancy 
rate has been demand-led, with 
supply (% of stock) being in-line 
with historical levels.

Sydney vacancy has been trending 
upwards, from a low base and 
remains below historical levels, 
resulting in a moderation in rental 
growth. 
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Experience First

176 Eastern Parade, Gillman – South Australia

Unpacking the state of the 
occupier market
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Leasing profile skewed to existing assets

Source: (1) JLL

Take up by type (East Coast >5,000 sqm)(1) Gross take up remains strong, 
despite less pre-leasing. 
Pre-leasing for new development 
activity continued to slow to 650,000 
sqm in 2025, from 1.7 million sqm at the 
peak in 2023. The slowdown in 2025 
pre-leasing activity is further 
highlighted given a small number of 
large leases drove the 2025 result (top 
five accounted for 51% vs 25% in 2024).

Tenants were cautious about future 
space requirements in early 2025 as 
the impact of trade disruption from 
tariffs was assessed.

Tenant reluctance to pre-lease in 2025 
resulted in more leasing in existing 
assets and speculative developments 
near completion. 

We estimate underlying demand 
across the East Coast over the next five 
years (2026-30) to be positive at 2.9 
million sqm p.a.
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Structural drivers support long term underlying demand

Source: (1) GPT Research, Deloitte Access Economics and NAB Online Retail Sales Index. (2) GPT Research 
(This is based on management assumptions, the accuracy of which is unpredictable), Notes: (3) pre-2014 
average excludes the impact of e-commerce

Per capita goods 
consumption 

(volume)

Population 
growth E-commerce Space efficiency 

factor

14.6 million sqm or 2.9 million sqm p.a.(2)

Underlying demand (2026-2030 East Coast)

Per capita goods consumption
Goods consumption by the existing population base is expected to grow by 1.2% p.a. over five years(1) which 
translates to organic growth in demand of 4.8 million sqm by the end of 2030 (950,000 sqm p.a.).

Population growth
A 4.5 sqm per capita population multiplier(2,3) provides potential for a further 6.4 million sqm over five years 
(1.3 million sqm p.a.) based on Deloitte Access Economics population growth projections of +1.8 million by 
December 2030.

E-commerce
We estimate online retail sales to grow by $33 billion by December 2030 equating to 18% of total retail 
spending, up from 14.9% in October 2025. The structural growth in e-commerce is likely to drive a requirement 
for approximately 5.2 million sqm in isolation (1.0 million sqm p.a.) over the next five years.

Space efficiency
Occupiers are seeking more space and cost efficiency through density (i.e. cubic capacity) and automation. 
The efficiency gains vary significantly depending on the type of tenant and facility. Given the wide range 
reported, we adopt a space efficiency factor of 15% to incremental demand, excluding the e-commerce 
component.

Five-year outlook: drivers of underlying tenant demand (1)
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Cyclical rebound in goods consumption, near-term demand driver

Source: (1) ABS (2) Deloitte Access Economics. Notes: (3) forecast household consumption includes services

Goods consumption (volumes)(1)
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Goods consumption in volume terms has historically grown steadily at 3.0% p.a. and has been a key demand driver for logistics floorspace. Following a surge between 2020 and 
2022, there was a lull between 2022 and 2025 which resulted in an easing of leasing demand from 2024. A recovery in the volume of goods sold has been underway since Q2 2024 
which we expect to continue and will support leasing demand in the near term. 

The outlook for goods consumption growth is underpinned by household income growth (6.7% p.a. September 2025). The recent upward revision to the outlook for the official cash 
rate poses some risks to the rebound in goods consumption. However, consumption will be underpinned by high levels of savings, low levels of unemployment, strong income 
growth and a household wealth tailwind. Economists forecast a continued recovery in household consumption growth in 2026 (+2.7% up from 1.8% in 2025). 
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Amazon still in its early days Down Under
E-commerce continues to provide a structural tailwind to logistics demand, particularly given the recent acceleration in online retail sales growth in Australia. Amazon is 
recording strong growth in the United States, where it now accounts for 38% of the online market, demonstrating its ability to scale in mature markets. 

Amazon launched in Australia in December 2017. It has recorded strong growth in sales with significant potential to expand further based on international market share 
benchmarks. As Amazon continues to invest in local fulfilment centres, delivery infrastructure, and product offerings, it is well-positioned to capture a larger share of Australian 
online retail sales. Assuming e-commerce growth of 8-9% p.a. in-line with the historical average, we estimate the e-commerce penetration rate in Australia to reach 18% by 2030 
with Amazon being a key component of the growth. 

Amazon’s gross transaction values (GTV) – Australia (1) Amazon’s market share vs market e-commerce penetration rate – global (2,3)

Source: (1) MST Marquee (2) Green Street, NAB, MST Marquee, US Census Bureau. Notes: (3) US & Canada’s e-commerce penetration rate excludes motor vehicles and parts

65%

38%

20%

13%
9%

19%
17%

15%

Canada US Europe Australia

Amazon's e-commerce market share E-commerce penetration rate

0%

20%

40%

60%

80%

100%

120%

$0

$2

$4

$6

$8

$10

$12

$14

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

AU
D

 B
ill

io
n

YoY growth (RHS) GTV (LHS)



10 Freight Expectations

0

100

200

300

400

500

600

700

800

900

5-10,000 10-15,000 15-20,000 20-30,000 30,000+

'0
00

 s
qm

Facility size (sqm)

2010 2025

A shift to 
larger facilities 
for efficiency

Source: (1) JLL

The fastest growing size 
cohorts of tenant demand have 
been the >30,000 sqm and 20-
30,000 sqm facilities. 

The preference for large facilities 
reflects occupiers consolidating and 
seeking cost and operational 
efficiencies through higher density 
and the use of robotics & automation 
achievable in new modern high-spec 
facilities. 

The efficiency gains vary significantly 
depending on the type of tenant. 

The buildings vacated following 
consolidation often require 
upgrading and redevelopment. 

Demand by size cohort (East Coast)(1)

Size cohort CAGR

4.8% 5.3% 5.1% 6.7% 8.2%

Fastest growing size cohorts

(3-yr rolling average)
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Experience First

Assessing the cost constraints 
on supply 

Yiribana West, Kemps Creek – New South Wales (render)
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What needs to happen to close the economic rent gap?
Rent (not land) is the variable to adjust this cycle

What needs to happen to close the gap?

In Sydney, we estimate economic rents are 23% above existing assets 
which will constrain the amount of new supply coming online and 
support rental growth in existing assets. 

Cap rate compression has reduced the economic rent gap in 2025 
(from 27%), any further compression of 25bps has the potential to 
reduce the gap by another 6 ppts (from 23% to 17%). 

However, we see limited scope for economic rents to reduce over the 
next 12-24 months. Construction cost and land values are unlikely to 
decline, and prospects for further cap rate compression remains 
uncertain across markets. 

Why is rent and not land value the residual variable this time?

While land is typically the residual variable in a development feasibility 
exercise, we believe in the current cycle, rent is the factor that is most 
likely to adjust. 

Land values have been resilient, driven by: 
• Competing uses - primarily data centres and to a lesser 

extent, residential in infill locations, 
• Tightly held ownership of zoned and serviced land, and
• Expectation of future development potential.

Economic rent threshold – Sydney (1,2)

+23%

+17%

Source: (1) GPT Research. Note: (2) assumes 2024 land acquisition
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Land cost base is key to understanding supply pipeline activation

Source: (1) JLL

Land values - Sydney Outer Central West (2-5 h.a)(1)

29%

What proportion of the pipeline is feasible?

• We estimate that ~65% of earmarked developments in the 
Kemps Creek precinct were acquired in 2021 or later which 
require an economic rent premium (over existing assets) 
of up to 32% depending on land acquisition date. Land 
acquired pre-2021 (i.e. below $800/sqm) can be delivered 
at an economic rent in line with market rents for existing 
assets. 

• As land banks at legacy pricing are developed out, we 
expect pre-lease rents will need to rise, leading to rental 
growth in existing assets as tenants compete for existing 
stock.  

Upside risk factors to new supply

• One risk which may drive more supply is the impact of 
holding costs, primarily, capitalised interest costs, which 
may result in some developers compromising on margin. 

• Another factor which could activate new supply is any 
change in the potential appetite to speculatively 
commence projects. We would only expect this to happen 
if there was strong leasing demand or evidence of strong 
rental growth.

 

Breakeven land cost base 
at current economics

Land acquisition date
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dynamics

Supply outlook (East Coast)(1)

Developers are taking a more 
disciplined approach to development 
which is likely to require more pre-
leasing.
Elevated land costs and construction costs 
have made development economics more 
challenging, constraining new project 
commencements. 

We have compared our expectations for 
completions against reported pipelines. 
Assessment of the viability of individual 
developments at a project level, given land 
acquisition date, is one factor that informs our 
adjustment to the expected timing of new 
supply, along with an adjustment for the staged 
nature of estates and timing of infrastructure 
delivery. 

Currently 65% of developments under 
construction are pre-committed (by area) but 
only 17% of developments in DA stages have 
been pre-committed.

Source: (1) Historical: CBRE, Outlook: GPT Research (bars), industry forecasts (lines). This is based on management assumptions, the accuracy of which is unpredictable.

Reported industry forecasts
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Experience First

Investment landscape: 
competition and divergence

30 Niton Drive, Truganina - Victoria
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Redirection of capital to NSW and QLD

Source: (1) JLL

Strong investment activity, but equity redirecting to NSW and QLD, driving competition

Transaction volumes by State (1) Total transaction volume – national (1) Victoria losing share of investment

• The foreign owners land tax (FOLT), or 
absentee owner surcharge, in Victoria 
(additional 4% land tax) is having an 
impact on investment appetite with 
international equity redirecting to 
Sydney and Brisbane. 

• The lack of competition in Melbourne 
from international capital may present 
an opportunity for domestic investors. 

• We expect to see competitive conditions 
in the Sydney market given the growing 
focus and interest from capital.

• Melbourne remains an attractive 
location for tenants given the relative 
affordability of rental costs, the higher 
population growth and Australia’s 
busiest port.
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Victoria: It’s not our ‘FOLT’… actually, it is
The yield spread between Sydney and Melbourne would need to be around 120bps to solve for the same return hurdle to compensate for 
the impact of the foreign owner's land tax (FOLT) surcharge in Victoria. 

Cap rate differential required to achieve the same IRR (FOLT surcharge impact) Melbourne-Sydney yield spread (1,2)

Impact on pricing and State relativities

• Sydney cap rates have tightened through 2025. Meanwhile, Melbourne cap rates have 
softened. The Melbourne-Sydney yield spread has widened to 112 basis points (bps), its 
widest in over 25 years, and wider than the long run average of just 10 bps since 2001. 

• We estimate the impact of FOLT (also known as absentee owner surcharge) equates 
to around 75-125bp cap rate differential based on land values of 20-30% of asset 
value. We note that land values used for assessment tend to lag and can range from 
15-40% of asset value.  

• The spread between Sydney and Melbourne now reflects the tax impact which is 
mostly priced, alongside the differences in market fundamentals. 
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Source: (1) JLL. Notes (2) Outer Central West precinct (Sydney) and West precinct (Melbourne) 
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What is an acceptable return hurdle for logistics?
We expect forward returns to exceed current discount rates reflecting a higher growth profile 

Industrial discount rate spread to nominal 10-year Australian Government bond rate (1)

5.0%

6.6%

Historical benchmarks may not be reflective of future risk premiums. Institutionalisation of the sector drove re-rating of risk. The sector is larger and more sophisticated leading to 
reduced volatility compared with history. Adopting a 380-390 basis point risk premium in line with office and retail (rather than the 443bps historical logistics benchmark) and a 
through-the-cycle nominal 10-year Government bond yield of 4.25% suggests a minimum return hurdle of 8.00-8.25%, which the sector is well positioned to exceed.

Source: (1) MSCI, DAE. 

Discount rate spread to 10-year Australian Government bond rate (1,2) 
(2001-2011 historical benchmark)
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Supply and demand 
dynamics are likely 
to be more balanced 
going forward as 
development 
economics 
command more 
discipline. As a result, 
we expect vacancy 
rates will stabilise in 
the near term and 
trend down over the 
medium term.

Structural demand 
remains supportive 
over the medium 
term, with a cyclical 
recovery in goods 
consumption driving 
activity in the near 
term. 

Strengthening 
economic growth 
will help to provide 
greater certainty for 
businesses that 
have held off making 
leasing decisions.  

The two main key 
risks to the outlook 
for industrial and 
logistics real estate 
are 1) a slowdown in 
economic growth 
and consumption, 
and 2) speculative 
activation of the 
supply pipeline. 

While the sector is 
unlikely to deliver the 
super-sized returns 
that it did in the last 
cycle, we expect it 
will deliver an 
attractive core 
return profile 
supported by 
income growth and 
low capital intensity. 

Outlook
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Experience First

20

Experience First

Contact us
Andrew Quillfeldt
Head of Research

+61 433 851 408
andrew.quillfeldt@gpt.com.au

Chamali De Alwis
Research Manager

+61 451 174 526 
chamali.de.alwis@gpt.com.au
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Appendix
16-34 Templar Road, Erskine Park – New South Wales

Experience First
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Source: (1) CBRE, ABS 

Appendix: Key market figures (Q4 2025)

4.7%

3.1%

2.9%

1.8%

1.8%
4.7%

Vacancy

Vacancy

Vacancy

Vacancy

Vacancy

Stock: 16.1 m

Stock per capita: 6.7 sqm

Stock: 20.8 m

Stock per capita: 7.5 sqm

Stock: 35.3 m

Stock per capita: 6.4 sqm

Stock: 11.5 m

Stock per capita: 7.8 sqm

Stock: 31.2 m

Stock per capita: 5.8 sqm
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Appendix: Supply by city

Source: (1) Historical: CBRE, Outlook: GPT Research (This is based on management assumptions, the accuracy of which is unpredictable)

Sydney supply pipeline (sqm) (1) Melbourne supply pipeline (sqm) (1) Brisbane supply pipeline (sqm) (1)
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Disclaimer

This Presentation (Presentation) has been prepared by The GPT Group comprising GPT RE Limited (ACN 107 426 
504), as responsible entity of the General Property Trust, and GPT Management Holdings Limited (ACN 113 510 
188) (together, GPT).

Past performance described in this Presentation is not necessarily a guide to future performance. Any target 
return, forecast or other forward-looking statement contained in this Presentation may involve significant 
elements of subjective judgement and assumptions as to future events which may or may not be correct. There 
are usually differences between actual and target or forecast results because events and actual circumstances 
frequently do not occur as forecast and these differences may be material. For periods longer than 12 – 18 
months, the accuracy of assumptions is highly unpredictable, and any statements based on them should be 
considered speculative. No representation, warranty or other assurance is given as to the fairness, accuracy, 
completeness, likelihood of achievement or reasonableness of targets, forecasts or other forward-looking 
statements or related assumptions contained in this Presentation. 

The information contained in this Presentation is for general information only. This Presentation has been 
prepared without reference to your particular objectives, financial situation or needs and does not purport to be 
investment, legal or other advice and should not be relied on as such. This Presentation does not purport to 
contain all the information that you may require. All information is provided as indicative only. 

This Presentation is in summary form only and is not, and does not purport to be, comprehensive or contain all 
information that any recipient or any other person may require or consider material in respect of evaluating or 
reaching any decision in respect of an investment. It is intended to provide general information only. 

GPT nor their respective officers, employees and advisers (together, the "GPT Parties") guarantee or make any 
representation or warranty as to, or take responsibility for, the accuracy, reliability or completeness of the 
information contained in this Presentation. Nothing contained in this Presentation shall be relied upon as a promise, 
representation, warranty or guarantee, whether as to the past, present or the future. To the maximum extent 
permitted by law, the GPT Parties disclaim all liability that may otherwise arise in connection with any information 
in this Presentation, due to any information being inaccurate, or due to information being omitted from this 
Presentation, whether by way of negligence

This Presentation contains no tax advice or representations on final tax outcomes. Any discussion of tax treatment 
is provided without warranty and for information only. You should seek professional advice in respect of any 
taxation assumptions required to analyse the information in this Presentation. This Presentation does not constitute 
a prospectus, product disclosure statement or other offering document under Australian law or any other law nor is 
it a marketing document or an offer to sell, or a solicitation of an offer to buy, any securities in any jurisdiction. No 
investment commitment or binding expression of interest can be made in connection with this Presentation. Any 
investment commitment will be subject to a subscription agreement or equivalent document that would be 
prepared in connection with any marketing of securities that might occur in the future.

Statements in this Presentation are made only as of the date of this Presentation, unless otherwise stated. Except as 
required by applicable laws or regulations, GPT does not undertake to update or review any information in this 
Presentation , whether as a result of new information or future events or circumstances.

All values are expressed in Australian currency unless otherwise indicated. 
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