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Government resilience shines in the market
Government
occupation helps
curb vacancy rates

Quality stock
in demand

Healthy development
pipeline backed by
strong pre-commitment

Rents holding
steady
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Wellington CBD Office vacancy has seen a
small uptick, with vacancy in prime stock
steadier than secondary stock. Vacancy in the
secondary stock has increased due to tenants
vacating their current premises and moving to
safer and better-quality premises, with a higher
NBS rating and higher quality amenities.
Unlike other markets, the presence of the
Government has somewhat shielded the
Wellington CBD office market from the impacts
of COVID-19. There is still life in the market, with a
healthy development pipeline, occupiers showing
trust in the market and strong precommitment
levels to new builds.
Investment activity is strong for premium quality
stock, with firming yields. Investors are in a wait
and see state for B-Grade stock, closely watching
for any changes in rental levels before making
decisions. Lower end stock is being withdrawn
from the market for other uses, predominantly
residential.
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Economic overview
Provisional estimates from Infometrics show that
the city’s economic activity fell 3.5% pa in the
September quarter, contributing to an annual
decline of 3.3% in the September 2020 year
compared with a 3.3% decline nationally and a
2.5% decline across the Wellington Region.
Consumer spending continues to decline
following the steep loss of spending during
lockdown. MarketView data shows that spending
in the city fell 1.4% pa in the September 2020
quarter, falling 8.0% in the September 2020 year.

Source: Infometrics
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Employment and business units
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The number of employees in the Wellington CBD region has
been growing steadily since 2010, at an annual rate of 1.50%.
The largest annual growth was in 2014 at 3.68% and was
followed by 2020, when white collar employment grew in
the CBD by 2.87%. Since 2010, employment in the Wellington
CBD has increased by 16.01%, and there are now over 78,000
employees that work in the Wellington CBD.
Overall vacancy in the Wellington CBD is currently sitting
at 5.87% which, compared to other markets, is very low and
shows the benefits of having Government occupation in
the city. Vacancy is more prevalent in the secondary market
and agents are noticing a flight-to-quality response as
occupiers are moving to newer, better quality buildings
with better amenities and a higher NBS rating. The
Government has introduced new requirements that any
office space it occupies needs to be above a 4-star green
energy efficiency rating, which has only strengthened the
shift to better quality space.
Te Aro has historically had higher vacancy rates compared
to Core and Fringe CBD, but this area is perceived to have
higher interest for tech occupiers and start-up companies for
its affordability compared to the CBD.

Statistical areas included: Thorndon, Pipitea-wharawhara, Wellington Central, Dixon Street,
Vivian West & East, Courtenay

Wellington CBD Office vacancy by grade

Wellington CBD Office vacancy by precinct

Occupied space

Vacant space

Vacancy rate

A-Grade

349,225

11,810

3.38%

B-Grade

522,687

26,292

5.03%

C-Grade

D-Grade

TOTAL

553,495

45,492

Occupied Space

Vacant Space

Vacancy Rate

Wellington
Central

770,982

51,169

6.64%

City Fringe

238,492

12,519

5.25%

Te Aro

194,613

17,168

8.82%

Pipitea

158,796

3,451

2.17%

115,424

2,524

2.19%

1,478,307

86,832

5.87%

8.22%

52,900

3,238

6.12%

Thorndon

1,478,307

86,832

5.87%

Total

Building consents
The value of new and altered office consents in the Wellington
City region topped over $250 million in 2020. This was the
highest in a decade and was a 60% increase on 2019, showing
the demand for quality office space in Wellington City. We
will see this new and refurbished stock coming into the
market in the next few years. In the last decade we have seen
on average an annual growth of 12% in the number of office
consents in Wellington City.

Source: Stats NZ

2020 marked the start of two major projects in
Wellington CBD. Precinct Properties started development
of the second stage of Bowen Campus after completing
stage one in 2019. Stage one saw the transformation of the
Bowen State and Charles Fergusson buildings into modern
buildings for the public sector. The Bowen state building (now
Defence House) is now complete and fully occupied by the
Government sector.

Development

Area (sqm)

Type

Stage

Estimated
completion

Developer

Wellington Central

2-10 Brandon Street

14,000

Refurb.

Complete

2020

Prime Property Group

Wellington Central

1 Whitmore Street

17,500

New

Planning

2022/2023

Newcrest

Thorndon

20 Aitken Street –
Freyberg Building

17,000

Refurb.

Planning

2023

Balanced
Investments Ltd

126 Featherston Street

3,652

Refurb.

Under Construction

Q2 2022

Farhard Moinfar

Pipitea

48 Mulgrave Street

4,500

New

Planning

2021

Balanced Investments Ltd

Wellington Central

126 Lambton Quay

7,077

Refurb.

Under Construction

Q4 2021

The Wellington Company

Pipitea

Bowen Campus

22,000

New

Under Construction

2022

Precinct Properties

Te Aro

Victoria Lane Office Campus

3,000 +

New

Under Construction

Q4 2023

Willis Bond

Wellington Central

Site 9, 15 Customhouse Quay

4,000

New

Under Construction

Q1 2023

Willis Bond

Wellington Central

Brandon House

3,000

Refurb.

Under Construction

Q2 2021

RJH Holdings

Wellington Fringe

Stewart Dawsons Corner

8,000 - 10,000

New

Under Construction

2022

Argosy

Precinct

Wellington Central

The aftermath of the Kaikoura earthquake in 2016 had major
impacts on the Wellington CBD market. The earthquake left
a big portion of the CBD buildings unsafe for workers to enter
and work from. Businesses had to scramble to find alternative
offices, while some (for example, the BNZ Harbour Quays)
had to be demolished.
We are seeing a renewed development pipeline coming to
the market now, with older buildings being refurbished and
strengthened to higher NBS standards and new builds being
integrated with base isolation and other safety measures to
keep them safe in the event of future earthquakes.
Currently, there is over 100,000sqm of new build and
refurbished space under construction that will come to
the market in the next two to three years. This new space

will give occupiers access to high quality alternative
accommodation, with modern amenity and that is safe for
people to occupy.
There is clear demand for new build Wellington CBD office
space, as several new developments already have crossed the
threshold of precommitment levels enabling construction to
start. The new 14 level base isolated building at 1 Whitmore
Street being developed by Newcrest has already been fully
leased to BNZ. Bell Gully have leased two levels of the new
circa. 4,000sqm Willis Bond Building on Customhouse Quay.
There have been some recent completions of buildings
too, with the ex-Farmers Building on Cuba Street being
refurbished and strengthened by Willis Bond and leased fully
by the Greater Wellington Regional Council.

Source: Bayleys Research

Development pipeline

Source: MSCI

Investment market update

There has been some strong investment interest in the
Wellington CBD market, where yields have firmed for better
quality properties which have been strengthened to provide
higher NBS ratings or are base isolated. Listed property
vehicle Stride Property have been active in the market with
two recent acquisitions; 20 Customhouse Quay, which sold
at a yield of 4.5% and over $200 million, and the Bayleys
brokered deal of Grant Thornton House selling in November
2020 for $84.5 million at a yield of 5.85%. Bayleys also
transacted Eagle Technology House at 135 Victoria Street
and AIA Tower, both being transacted for $22.2 million in
December 2020 and August 2020, respectively. Bayleys are
currently marketing three CBD office towers at 2 Manners
Street, 150-154 Willis Street, and 186 Willis Street exhibiting
the demand for quality properties.

The average quality stock in the Wellington CBD market
has remained stable, perhaps influenced by the overarching
protection provided by the presence of the Government.
Investors are cautious regarding rental movements due to
Covid-19 related economic disruption, though there is no
evidence of softening yet.
Lower grade stock has seen interest from developers
who are looking to re-purpose land and build apartments,
or perhaps convert existing structures to apartments as well.
The extremely tight residential market in Wellington has led to
significant increases in house price and rental levels and new
supply will, to some extent, alleviate these pressures.

Wellington CBD Office leasing & investment trends 2021
Location

Core

Fringe
Te Aro
Thorndon

Grade

Leasing market
Demand

Supply

Gross rental
($/sqm)

Rental trend

OPEX range
($/sqm)

Investment market
Demand

Supply

Yield %

Prime

Strong

Scarce

620-900

Steady

150-220

String

Scarce

4.5-6

Secondary

Strong

Scarce

320-540

Rising

120-150

Steady

Sufficient

6.5-7.5

Prime

Strong

Scarce

350-500

Rising

110-125

Strong

Scarce

6.0-7.0

Secondary

Weak

Sufficient

220-350

Steady

70-110

Steady

Sufficient

7.0-8.5

Secondary

Weak

Surplus

180-330

Steady

80-110

Steady

Sufficient

6.5-8.0

Prime

Strong

Scarce

400-520

Steady

80-110

Steady

Scarce

5.5-7.0

Secondary

Strong

Scarce

220-320

Steady

80-110

Steady

Sufficient

7.0-8.5
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Rental table update

