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Highlights 
 

The Johannesburg office vacancy rate declined to 

11.3% in Q3 2015 from 12.4% in Q3 2014, despite 

additional supply in the market.  

 

Although rental rates remained largely unchanged, 

Grade P accommodation showed a 5.7% rise in the 

average rental rate to R202/m2, depicting strong 

demand despite the unfavourable economic climate. 

 

Tenants are showing a willingness to pay a premium 

for high quality accommodation that offers them 

improved efficiency. This remains a cost-saving 

decision, helping to reduce operational costs in the 

long term.  
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In the October Medium Term 

Budget Policy Statement 

(MTBPS), the county’s economic 

outlook was revised downward to 

a 2015 GDP growth rate of 1.5% 

from an expected 2.0% in 

February. The notable decline in 

the GDP outlook epitomises the 

overall decline in economic 

activity and sentiments in the 

country, and the Johannesburg 

office market has not been 

immune to the effect.  

 

In the absence of new entrants 

into the market, tenant activity 

continues to be driven largely by 
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Demand 

Development Approximate 
size (m2) 

Node Developer 

Mutual Place  120,000  Sandton Old Mutual 

Discovery Building  85,000  Sandton Growthpoint/Zenprop 

Sasol 67,000  
Wierda 

ValleySandton 
Alchemy 

Village Walk 60,000 Sandton MMI 

Monte Circle 55,000  Fourways Abland 

144 Oxford 35,000  Rosebank Growthpoint 

90 Rivonia road 
33,000  

Sandton Redefine 

Alice Lane Phase III 33,000  Sandton Abland 

Rosebank Towers  30,000  Rosebank Abland 

140 West 24,000  Sandton Zenprop 

The Central 20,000 Sandton Investec 

1 Prime rent represents the top open market rent that could be expected for an office unit of the 

highest quality and specification in the best location in a market, as at a survey date. 

Source: JLL, SAPOA 

the search for improved efficiency 

and cost reduction. Tenants have 

also relocated to centralised 

nodes, which are preferred for 

their locational advantage. Some 

have even opted to downsize in 

line with reduced business 

activity. 

 

Be that as it may, recent figures 

point to Grade P accommodation 

outperforming Grade A and Grade 

B accommodation despite the 

current economic climate. Grade 

P properties started the year with 

declining rental rates and 

increasing vacancies, which have 

started to reverse in recent 

months. One may have 

anticipated greater demand for 

Grade A and Grade B offices as a  

means to reduce operational 

costs for occupiers. However, 

Grade P space has been able to 

achieve much stronger rental 

growth, even with the market 

being in oversupply.  This may 

still be a decision driven by cost-

cutting on the side of tenants, as 

newer and higher quality 

buildings offer greater efficiency, 

resulting in long-term budget 

saving and reduced operational 

costs even at higher rental rates. 

 

Accounting for just 12.0% of 

overall stock in Johannesburg, 

Grade P space is only able to 

cater for a small proportion of the 

demand. This is seen as a major 

driver of the ongoing developer 

confidence in the city.  

 

Source: JLL 



Vacancies 
 

The vacancy rate in the 

Johannesburg office market 

remained unchanged at 11.3% in Q3 

2015 from Q2 2015. The market is 

maintaining stability despite a less 

favourable time in the economy and 

has declined from 12.4% in Q3 2014.  

Nevertheless, vacancy rates are 

becoming notably different between 

central nodes and decentralised 

nodes, with centralised nodes 

attracting tenants into the city at the 

loss of decentralised nodes. The 

vacancy rate in Greenstone hit 

26.3% in Q3 2015. Morningside was 

also at double digit levels at 19.8% 

with the exit of Aveng from the node, 

and Rivonia is at 18.5%.  

 

In contrast, vacancies in Sandton 

declined by more than 15,000m2 and 

by over 7,000m2 in Newtown, both 

having added new completions over 

the recent past. Although also a 

peripheral node, Fourways has seen 

growing interest in the newly 

developed Monte Circle.  

 

The preference for higher quality 

accommodation was evident in the 

declining trend of Grade P 

vacancies, partly explaining the take 

up in Fourways. The Grade P 

vacancy rate declined to 3.9% in Q3 

2015 from 5.0% in Q2 2015. Grade A 

accommodation showed a slight 

increase to 8.8% from 8.4% in the 

previous quarter.  

 

Supply 
 

The Multichoice building in 

Randburg was completed in Q3 

2015 continuing the trend of non-

speculative developments in 

Johannesburg. Development in 

Fourways continues with next 

phase of Monte Circle breaking 

ground on non-speculative 

demand. Nevertheless, other 

completed developments included 

the speculative 35 Ferguson in 

Illovo (7,000m2) and Green on 

Glenhove (2,700m2). 

Encouragingly, the overall vacancy 

rate remained unchanged in the 

quarter despite the additional 

supply.  

 

There were no further additions to 

the development pipeline with 

stock already expected to increase  

by over 400,000m2 in 

Johannesburg by 2017. Slow 

growth in demand suggests that 

the market may be in over-supply 

within the next few years and this 

is likely to caution developers 

against further speculative office 

developments around the city. 

Figure 1: Johannesburg - total employment vs occupied office GLA 

 

Rental 

Performance 
 
Rental rates remained largely 

unchanged in Q3 2015 from Q2 

2015. However, some progress 

was made on a year-on-year basis 

with Grade P accommodation 

showing a 5.7% rise in the 

average rental rate to R202/m2 

while Grade A accommodation 

recorded a 3.7% rise to R130/m2.  

Although remaining below the 

inflation rate, the higher growth in 

Grade P rentals again reinforces 

the growing preference for higher 

quality accommodation in the city. 

 

Market 

Outlook 

 

Along with the downward revision 

of the 2015 GDP growth estimate, 

the 2016 outlook was also revised 

downwards in the latest MTBPS 

from 2.4% to 1.7%. Likewise, the 

employment outlook is expected to 

remain weak in the year ahead, 

with marginal growth anticipated, if 

any.  

 

Figure 1 provides a time trend of 

Johannesburg’s occupied GLA in 

comparison to total employment  

numbers in the country on a 

quarter to quarter basis.  Note  

 

 

that occupied GLA in 

Johannesburg trends closely to 

the growth in overall employment 

in South Africa, with 

Johannesburg being a key 

business hub of the country. 

Given the strong correlation 

between employment and 

Johannesburg’s office demand, it 

is expected that office demand 

will remain flat over the remainder 

of the year going into 2016, in line 

with the employment outlook. 

Compared to the anticipated 

development pipeline, an 

oversupply in the Johannesburg 

market can be expected within 

the short term.  

 

Nevertheless, tenants are 

showing a willingness to pay a 

premium for high quality 

accommodation in Johannesburg. 

Completions in the long term, 

may result in a gradual “bumping 

up” in the market, with Grade A 

tenants moving into Grade P 

accommodation, and Grade B 

tenants to Grade A. The slow 

growth in the overall size of the 

market must be a concern to 

Grade C accommodation, which 

accounts for 7.0% of overall 

supply and just 5.0% of the city’s 

demand. Flat rental rates in better 

quality buildings are making these  

plausible options for even the 

most cost-sensitive occupier. 
 

 

 

3   Johannesburg Office Market Outlook 

Recent Completions – Total 34,700m2 ▲12 month outlook  

Mutlichoice 24,000m2 

35 Ferguson 7,000m2 

Green on Glenhove 2,700m2 
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About JLL 
 

JLL (NYSE: JLL) is a professional 

services and investment 

management firm offering specialized 

real estate services to clients seeking 

increased value by owning, 

occupying and investing in real 

estate. With annual fee revenue of 

$4.7 billion and gross revenue of $5.4 

billion, JLL has more than 230 

corporate offices, operates in 80 

countries and has a global workforce 

of approximately 58,000. On behalf of 

its clients, the firm provides 

management and real estate 

outsourcing services for a property 

portfolio of 3.4 billion square feet, or 

316 million square meters, and 

completed $118 billion in sales, 

acquisitions and finance transactions 

in 2014. Its investment management 

business, LaSalle Investment 

Management, has $57.2 billion of real 

estate assets under management. 

JLL is the brand name, and a 

registered trademark, of Jones Lang 

LaSalle Incorporated. 

 

For further information. visit 

www.jll.com 
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This report has been prepared solely for information purposes and does not necessarily purport to be a complete 

analysis of the topics discussed. which are inherently unpredictable. It has been based on sources we believe to be 

reliable. but we have not independently verified those sources and we do not guarantee that the information in the report 

is accurate or complete. Any views expressed in the report reflect our judgment at this date and are subject to change 

without notice. Statements that are forward-looking involve known and unknown risks and uncertainties that may cause 

future realities to be materially different from those implied by such forward-looking statements. Advice we give to clients 

in particular situations may differ from the views expressed in this report. No investment or other business decisions 

should be made based solely on the views expressed in this report.  
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Johannesburg Office Statistics 

Q3 2014 Q2 2015 Q3 2015 q/q % 
change 

y/y% 
change 

Sandton 197  202  202  0.0% 2.4% 

Rosebank 207 209  209 0.0% 2.0% 

Melrose Arch 183  195  195  0.0% 6.8% 

Illovo 220  215  206  -4.1% -6.3% 

Fourways  158  177  178  0.6% 12.7% 

Bryanston 156  178  175  -1.5% 12.3% 

Woodmead  180  187  188  0.5% 4.4% 

Waterfall 181   197  192  -2.7% 5.7% 

Average Grade P 197  202  202  0.0% 2.4% 

Q3 2014 Q2 2015 Q3 2015 q/q % 
change 

y/y% 
change 

Sandton 177  175  174  -0.7% -1.8% 

Rosebank 149  169  170  0.6% 14.1% 

Melrose  139  132  132  0.0% -5.0% 

Illovo 148  148  137  -7.9% -7.9% 

Fourways 113  135  135  0.0% 19.1% 

Bryanston 141  144  145  0.7% 3.1% 

Parktown 93  100  100  0.0% 8.1% 

Rivonia 100  95  103  8.4% 3.3% 

Woodmead 135  139  139  0.0% 3.0% 

Midrand  140  153  153  0.0% 9.0% 

Houghton 124  121  124  2.3% 0.0% 

Sunninghill  85  86  87  1.2% 2.4% 

Randburg 83  88  88  0.0% 6.7% 

Average Grade A 125  130  130  0.1% 3.7% 
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Table 3: Average gross rental/m² – Grade A buildings 

Table 2: Average gross rental/m² for prime buildings 

Completions 
(m²) y/y % change Future supply 

(m²) y/y % change 

2015 (f) 48,464  -81.0%     9,49,847  0.6% 

2016 (f) 206,000  325.0%     9,701,847  2.2% 

2017 (f) 207,000  0.0%     9,908,847  2.1% 

Table 5: Future supply 

Grade P Grade A Grade B Grade C Overall 

Q3 2014 4.6% 11.3% 13.6% 25.5% 12.4% 

Q2 2015 5.0% 8.8% 13.9% 26.5% 11.3% 

Q3 2015 3.9% 8.4% 15.2% 26.6% 11.3% 

Table 4: Vacancies by grade 
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