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The South African property market is performing well. The South African business cycle is
in its sixth year of upswing and economists are predicting economic growth of 3% to 4%
for the next few years. The consistent growth in the economy, low interest rates and the

stability of the rand exchange rate have contributed to the good performance of the property

industry. In essence, this is what is happening:

Currently, there is a demand for commercial
property space ranging from 1000 m? -
2000 m2. Premium-grade buildings are
achieving cap rates of 7% to 7.5% and A-
grade 8%. Trends reflect a continued decline
in commercial property sales in the area
due to the lack of available stock to supply
the increasing demand. The area is also
showing a steady decline in new develop-

ment and refurbishing.

The existence of the JSE, Sandton
Convention Centre and major upmarket
shopping malls and accommodation facil-
ities in the area provides Sandton with an
ongoing competitive edge and maintains
the public impression that Sandton holds

the advantage of being the major business

and financial services sector of Gauteng.

Vacancies are declining

The industrial market is the current star performer

Mixed-use developments are showing better returns

Market values are rising due to the continued decline in capitalisation rates

Listed funds are driving strong investment demand.
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Current trends reflect an increase in demand
for commercial property and a steady
decline in the availability of office space
due to property being purchased as soon
as it becomes available on the market. A
shortage of stock in areas such as Randburg
Ferndale, Bryanston and the surrounding
areas are hindering market sales. Vacancies
in the Randburg Ferndale area are substan-

tially lower than vacancies over the same

period a year ago as tenants vacating

Sandton seem to be moving into Randburg

for the "good value" it offers.

Cap rates and lease escalations remain
stable. However, these factors are deter-
mined by the area as well as the increase
in interest rates. Owner-occupiers in the
Bryanston area are showing an increasing
interest and new buildings are being devel-
oped due to the advantage of easier traffic

flow and access to freeways.



MIDRAND

Current trends project a shortage of premises
in the 510 m? to 1000 m? space range with
a view to new developments in line for
2007.

Current cap rates average at 12% with lease
escalations and operational costs remaining
at their industry standard of 10%.

Current competitive advantages in this area
include accessibility from the freeway and
the close proximity of business support
services.

The tenant mix includes a combination of
motor dealerships, IT companies in
commercial spaces, distribution and
warehouse operations.

Two new shopping malls are due for
development as well as the Gautrain railway
which is set to run along Old Pretoria Road
with the Gautrain Station being close to
Grand Central Airport.

Well-known motor dealerships are entering

the area whilst retail furniture outlets are
slowly being filtered out.

There is an acute shortage of upmarket
commercial space available for purchase
and for letting while there is an enormous
demanded for zoned land in the area.

JOHANNESBURG CBD

An interesting increase in the supply of
commercial property has been observed
and the demand as well as sales of 501 m?
to 1000 m? space in the greater CBD remains
attractive to private investors and single
owners. Cap rates range from 10% to 12%
with lease escalation rates and operational

costs averaging at 10%.

The outlook for the rest of 2006 reflects a
continuous increase in demand and supply

which will keep the sales environment stable.

Current trends reflect a business mix of
40% warehousing, 40% offices and 200%

retail.

Areas such as Newtown have become at-
tractive, with popular cultural and social
activity hubs sparking the interested of

high-society theatre lovers.

A major recent development is that of a
number of office blocks being converted

into luxury apartments to accommodate

Johannesburg CBD
Braamfontein

the expected increase in business and travel

activity around the area.

Another exciting change to look forward
to is the refurbishment and upgrade of the
area surrounding the old Fordsburg bus
depot which has been targeted for improve-

ment.

In Braamfontein commercial buildings are
being converted to accommodate the ever-
increasing demand for residential space.
However, this area is once again fast be-
coming a majority business-owned
environment with increased demand for
space ranging between 151 m? and 500 m?
being shown, specifically from private in-

vestors.

Investment interests have spiked in the
Doornfontein area due to the upcoming
2010 games. Property prices and rentals
have soared to ridiculous highs with Wits
Technikon being one of major buyers and

sellers in the area.

OFFICE RENTALS

Location <R20/m*  R20-R25/m” R25-R35/m*

R35-R45/m*  R45-R55/m” R55-R65/m” R65-R75/m’  >R75/m’

Parktown

Rosebank

Dunkeld

Hyde Park

Illovo

Sandton Business district

Melrose Arch

Bryanston

Fourways

Woodmead

Sunninghill

Rivonia

Randburg

Midrand

Bedfordview

Bruma




These areas reflect very similar trends to
that of the East Rand with similar cap rates
at an industry standard of 12% with lease
escalations and operating costs averaging
between 10% and 13%. These trends are

forecast to continue for the rest of 2006.

Location <R10/m*

WEST
Strijdom Park
Kya Sand
Roodepoort
Stormill

Lea Glen
Technicon
Laser Park
Chamdor
Factoria
SOUTH
Amalgam

Crown Mines
Industria

Village Main/ Village Deep
Aeroton

Denver

Cleveland/ Heriotdale
Booysens/ Ophirton
Robertsham

City Deep

Selby

Industria North
NORTH

Kew/ Wynberg
Marlboro

Cambridge Park
Midrand

Linbro

Long Meadow
Kramerville/ Eastgate
Kyalami Business Park
EAST

Elandsfontein
Sebenza

Sparton

Isando

Jet Park

Aeroport

Route 24/ Meadowdale

CENTURION
INDUSTRIAL

Increased demand and sales in this area
project a healthy market with stable supply
of space ranging from 151 m? to 500 m? to

satisfy hungry buyers and renters.

Cap rates are market-related at 12% with
lease escalation and operational costs aver-

aging between 9% and 10%.

R10 - R15/m”

R15-R20/m’> = R20-R25/m” = R25- R30/m’ >R30/m*

The competitive advantage in this area at
present is the vast amount of available,
undeveloped land with many new industrial
parks planned. The area is fast becoming a
distribution zone due to major new road

lines in the process of being developed.

Major retail sites have sprung up in the last
year increasing the requirement of improved

amenities. There is currently a shortage of



“. Overseas
investors are more
inclined to invest

In commercial
property than in
industrial
property ..."

lettable space, especially for large manu-
facturers who are seeking space in this area.
Big land and construction company owners
are holding onto land in Centurion for the
purpose of leasing it to banks. Private busi-
nesses would like to buy up this land for

their own private development.

The current business mix is mainly ware-
housing with some small manufacturing
businesses. Woolworths have just erected

a new distribution warehouse in the area.

EAST RAND

Supply of favourable buildings is on the
decline, hence the focus on development
of new buildings to supply the heavy de-
mand in this area. Large space - specifically
from 10 000 m? upwards - is heavily sought-

after.

The competitive advantage lies in the fact
that the airport is within close proximity
with excellent freeway access and good
security on offer which private investors

are finding very attractive at this stage.

PRETORIA

Pretoria follows similar trends as the East
Rand and West Rand with a slight difference
in cap rates at 10% and lease escalation
and operational costs averaging between

9% and 12%.

The major competitive advantage in the
Pretoria and surrounding region is the
continuous upgrading of the general
infrastructure and the accessibility to major
freeways. Tenant mix is also a favourable
attraction with 80% manufacturing and
200% distribution in the Pretoria East district
and 100% manufacturing in Pretoria North

(Rosslyn and surrounding).

Pretoria West is becoming an unpopular
area among investors due to rising crime.
However, the general trend in private
investor interest is otherwise on the increase
with specific interest being shown in small
to medium-sized space ranging from 200 m?
to 2000 m? with blue chip companies

leaning towards investments in bigger space.

In conclusion, on the point of foreign
investment, overseas investors are more
inclined to invest in commercial property

than in industrial property at this stage.
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Location <R20/m*  R20-R25/m’ R25-R35/m’

R35-R45/m*  R45-R55/m” R55-R65/m” R65-R75/m’  >R75/m’

Pretoria CBD

Arcadia

Hatfield

Lynnwood

Nieuw Muckleneuk

Centurion

Sunnyside

Brooklyn/ Waterkloof




Demand for small space of between 100 m?

and 200 m? in this area of KwaZulu-Natal

remains stable with cap rates averaging

between 8% and 9%.
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WESTVILLE

Unfortunately, there has been a noticeable
decrease in the supply of commercial
property and space in this area ranging
from 150 m? to 1000 m? is negatively
affecting the increase in demand and sales.
Current lease escalation and operational

costs range between 9% and 11%.

It is envisaged that the rest of 2006 will
see a further decline in supply with
continuous increase in demand and sales.
Accessibility due to minimised traffic
congestion, mature infrastructure, location
and pricing remains competitive, and offer
attractive advantages to private investors

and prospective property owners.
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Westville's tenant mix comprises of head
and regional corporate offices and
information technology services. The sellers'
market is therefore dominated by
developers, corporates and private business
individuals. The buyers' market comprises
of small, medium and large business, private

investors and investment corporations.

Current building upgrades include that of
a 10 500 m? building extension that is in
the process of being added to the Pavilion
Shopping Mall to accommodate additional

retail tenants by October 2007.

In conclusion to the above, demand is set
to overtake supply in both the leasing and

sales markets.

Location <R20/m*  R20-R25/m’ R25-R35/m’ R35-R45/m’ R45-R55/m’ R55-R65/m” R65-R75/m’  >R75/m’

Durban CBD
Berea

Essex Terrace
Westway
Westville Central
La Lucia Ridge



“Business
sentiment
remains very
positive ..."

KZN CBD / SOUTH AND
WEST (including
Springfield, Riverhorse,
Bernadine And Pinetown)
The demand for industrial and commercial
property space is stable with a decline in
supply. Average cap rates are set at 10%
with lease escalation and operational costs

marked between 8% and 10%.

It is predicted that demand, sales and supply
will remain stable for the rest of the year

for this area.

Tenant mix in the above areas range from
logistics and end-users to manufacturing

services. Interest from private investors is

definitely on the increase.

Location <R10/m” R10 - R15/m*

The general trend in the industrial and
commercial sectors located within KZN
include increased supply of land and
property space ranging between 501 m?
and 1000 m? with cap rates of 10%, lease
escalations of 8% and operational costs of

119%.

The general feeling is that demand on the
whole is declining with sales remaining
stable. Business sentiment remains very
positive despite increasing interest rates
and inflation combined with concerns about
escalating crime rates which are having a
very sobering effect. International
syndicate-driven investor interest has also

increased.

R15-R20/m* = R20 - R25/m” = R25 - R30/m’ >R30/m*

Springfield Park

Mayville

Phoenix

North Coast Rd/ Briardene

Umgeni/ Stamford Hill

Jacobs

Mobeni

Prospecton

Pinetown Central

New Germany

Isipingo

New Westmead/ Mahogany Ridge

Westmead

Mount Edgecombe

Umboginitwini/ Southgate




There has been a marked decline in sales
within the Paarden Island, Montague
Gardens, Killarney Gardens and Goodwood
areas with a distinct increase in supply of
commercial property space sized between
501 m2 and 1000 m2. Demand, however,
remains stable.

Cap rates are set at 10% with lease escala-
tion and operational costs set between 8%
and 10%. However, operational costs differ
depending on the income and expenses of
a particular property. It is therefore difficult
to express operating costs for the above-
mentioned areas in percentages.

It is perceived that the outlook for the rest
of 2006 will see a decline in all areas of
supply, demand and sales.

Accessibility and infrastructure in the above
areas are relatively poor and seem to be
degenerating. The general business senti-
ment is bleak as some business owners feel
stuck. However, they have a lot of goodwill
and therefore choose to stay instead of
move out of the area. Others would like to
move because of poor access and people
leaving the area, but this is not stopping
investors from buying whatever they can,
wherever they can.

The most recent upgrade in process is that
of Colliers International Business Park in
Elsies River and Goodwood recently re-
occupied by Colliers International.
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CAPETOWN CBD

Supply, demand and sales are generally stable in all surrounding areas. The demand for space
range from 150 m? to 1000 m? with lease escalations ranging between 8% and 9%, and

operational costs between 11% and 12%.

OFFICE RENTALS

Location <R20/m*  R20-R25/m® R25-R35/m’ R35-R45/m’ R45-R55/m° R55-R65/m” R65-R75/m’  >R75/m’

Cape Town CBD
V & A Portwood Ridge
Granger Bay

Claremont
Westlake
Rondeboch/ Newlands

Century City
N1 City - Goodwood
Tygerberg Hills

Tyger Valley

Durbanville

INDUSTRIAL

R15-R20/m*  R20 - R25/m”

Location <R10/m* R10 - R15/m” R25 - R30/m’ >R30/m”
Paarden Eiland/ Metro

Montague Gardens

Marconi Gardens

Killarney Gardens

Woodstock/ Salt River/ Observatory
Maitland

Airport

Epping 1 & 2

Parow Beaconvale

Parow Industria

Okavango Park
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m The availability of suitable commercial stock has declined throughout Gauteng
m Cap rates and lease escalations remain stable

m There is still an strong interest from owner occupiers

m Generally, the demand for commercial space ranges between 100 m? to 1000 m2.
m [ease escalations and operational cost ranges between 8.5% and 11%.

m Business sentiment remains very positive despite the increase in interest rates and inflation.

m Increase supply of commercial space in certain areas ranging from 501 m? to 1000 m2.
m Demand in the industrial sector remains stable

m The commercial supply, demand and sales are also stable in all surrounding areas of Cape Town.
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Colliers is one of the top three commercial real estate firms in the world, with annual revenues of more than $1 billion and
nearly 9,000 employees in 50 countries. We offer a full range of services, including brokerage, investment sales, property
management, corporate services, construction, development and appraisal.

In South Africa, Colliers has 24 brokers and also provides Property and Facilities Management and Development Services.

On a global level, we work with some of the most well-known companies in the world, such as Procter & Gamble, General
Electric, Sunkist, Honeywell, and Black and Decker.

What sets us apart is our collaborative approach. As a partnership of independently owned firms, Colliers offices are accustomed
to teaming up to provide a broad range of services and geographic coverage. The best thing about Colliers is that when you
hire one of us, you get all of us.

This brochure is for information purposes only, and while great care has been taken in the preparation of its content, Colliers will not be liable for any inaccuracies contained herein.
This brochure does not constitute an offer and no warranties are given as to the information contained herein, which is subject to change without notice.
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