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ANGELA:  WHEN WE L AST SPOKE YOU 

MENT IONED THE REZON ING OF EX IST ING 

OUTER - C IT Y INDUSTR IAL AREAS TO 

RES IDENT IAL. IN PART ICUL AR YOU 

MENT IONED WATERLOO AND ROSEBERY, 

THE FASH ION D ISTR ICT OF SYDNEY 

WHERE A LOT OF B IG NAME RETA ILERS 

ARE LOCATED. COULD YOU EXPL A IN WHAT 

THE REZON INGS COULD MEAN FOR THESE 

RETA ILERS?

John: In New South Wales the Roseberry/
Alexandria/Waterloo/Mascot area has 
become far more residential in the past five 
years, and this is due to people’s desire to 
live closer to the city and to transport hubs. 
Therefore, developers are prepared to pay 
far more for a site that’s currently zoned 
industrial, with the intention to develop 
it as a residential site in the future. Similar 
cases are happening across the country.

WHAT AREAS ARE UNDERGO ING S IM IL AR 

ZON ING CHANGES IN OTHER STATES?

Melbourne east is starting to transform 
from being historically an industrial 
area to a more residential area. Places 
like Templestowe, Doncaster and Lower 
Plenty. Those areas will go through a 
similar transformation. 

Brisbane and suburbs to the north 
and south are also being transformed. 
Housing demand is strong in the inner 
Brisbane suburbs and the city. The 
Sunshine and Gold Coast markets have 
improved and seem to continually attract 
lifestyle residents and investors. These 
areas are going to have a greater value 
being residential than they would being 
industrial spaces.

WHEN ARE THESE REZON INGS GO ING TO 

HAPPEN?

I don’t have a crystal ball, but I can assure 
you the way the Roseberry/Alexandria/
Waterloo/ Mascot areas have been tracking 
in the last five years, they will eventually 
end up as residential environments. 

SO WHAT DOES THAT MEAN FOR 

RETA ILERS CURRENTLY LOCATED IN 

THESE AREAS?

Retailers need to plan now because in 
two to three years’ time, their options 
will be limited. By understanding what’s 
happening now, what will happen and 
what their options are, retailers can get 
ahead and seek future capital growth. 

Know your neighbours: 
Rezoning for
retailers
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SO WHAT EX ACTLY DO RETA ILERS NEED 

TO DO?

Well, there are a couple of opportunities 
here. Firstly, those who own property 
should consider their growth strategy. For 
example, do they want to increase capital 
for re-investment into the business by 
selling the property and leasing back? Or 
is it better to hold off for an opportunity 
to sell the property to a developer for a 
premium at a later date, taking all other 
factors into consideration? They also 
have the option of redeveloping the site 
themselves, either in their own right, or 
in a joint venture. One scenario is they 
contribute their site and have the developer 
take the risk; the end result being that they 
get market value for their land, plus a share 
of the development profit.

AND FOR LESSEES?

Those who lease their property have 
the downside of being forced out of it 
at the end of a lease. However, this can 
potentially be turned around by investing 
in the property now to secure short-term 
facilities and a greater return on capital in 
the longer term. 

Lessees also have another potential 
advantage in that the lessor may make an 
attractive financial offer to terminate the 
lease. Lessees are not obliged to move out 
until the lease term expires, and if the lease 
has an option, the lessee has the added 
comfort of extending the time before the 
owner can take possession.

IS THERE ANY TH ING ELSE RETA ILERS 

NEED TO CONSIDER IN THEIR OFF ICE AND 

WAREHOUSING LOCAT IONS?

Yes. As we know, property is a cycle and 
the cycle will continue again in a new 
location. If retailers have sold or are priced 
out of their existing location, they should 
consider where the next hot spot will be. 
Do they want to move to where the new 
fashion hub will be? Do they want to 
move to a location which will be rezoned 
residential to create the greatest capital 
growth? It is possible to do both.

SO CAN YOU G IVE US ANY H INTS AS TO 

WHERE THESE LOCAT IONS W ILL BE?

While I don’t know the exact locations, 
new and planned infrastructure is a major 
key. In Sydney the M2, the M5 and the M7 
are examples of how major transport links 
influence the relocation of businesses and 
assist in opening up new land for housing. 
Once those transport corridors are built 
they add immediate value to surrounding 
properties. So look for areas that have 
easy access. Many industrial areas close to 
motorway entrances and exits will one day 
be prime residential areas.

Know your neighbours: 
Rezoning for 
retailers
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A  J O I N T  V E N T U R E  D E V E LO P M E N T.

Alternatively, look where population is 
centred, or where the major business 
districts are. The outskirts of these will be 
industrial areas, which will become future 
residential areas as the population grows 
and people seek to move closer to these 
growing business areas. This is currently 
occurring in the Penrith region in NSW.

ARE YOU BR AVE ENOUGH TO PRED ICT THE 

NEXT FASH ION CAP ITAL OF SYDNEY? 

The next major hub is Parramatta. It’s 
in a major growth phase right now; it’s 
identified as Sydney’s second CBD, and 
in the next five years it will be a very 
substantial business precinct. Penrith, 
Campbelltown and Liverpool will follow. 
Newcastle is going to go through the roof; 
and the Illawarra’s starting now, around 
Wollongong. 

IN CLOS ING, DO YOU HAVE ANY FURTHER 

INS IGHTS FOR OUR READERS?

Retailers should carry out a detailed 
evaluation of their property holdings. 
Whether they own or lease, what I would 
say to them is, assess your property 
commitments and investments and ask 
yourself these questions:

1 S H O U L D  I  S E L L  A N D  L E A S E  B A C K ?

2 H AV E  I  C A R R I E D  O U T  A  ‘ H I G H E S T  A N D
B E S T  U S E ’  A N A LY S I S ?

3 W H AT  A R E  M Y  R I S K S ?

4 I S  T H E R E  VA L U E  I N  A
R E D E V E LO P M E N T  W I T H  A  J O I N T 
V E N T U R E  PA R T N E R ?

This article first appeared in Insights: the Innovation Issue (2016).  A Grant Thornton Australia publication for the consumer products and retail industry.




