
knightfrank.com.au/research

For macrobond charts, 
formatting can be done 

using the style sheet 
below. Ensure you have 

the chart open and select 
style sheet as below

Key metrics on Australian capital markets Q3 2026

Australian

Capital View

Investment activity concentrated in retail assets in Q3
TRANSACTION ACTIVITY REMAINS 

RESILIENT

Total investment volumes remained 

resilient in Q3 2026 at $14.2 billion. This 

brings total 2026 YTD investment to 

$36.8 billion which is broadly in line 

with 2025 levels. A further $4.0 billion 

worth of deals remain pending for Q3 . 

Retail was the most transacted sector by 

far in Q3 however activity was more 

subdued in all other sectors.

RETAIL ON TRACK FOR THE HIGHEST 

ACTIVITY SINCE 2015

In Q3, $5.4 billion in retail assets were 

traded which is the highest -level 

quarterly volume since Q4 2021. This 

comes off the back of elevated sales 

activity in Q1 and Q2 which may see 

retail investment volumes in 2026 reach 

the highest level since 2015 when $18.9 

billion of assets were traded. A 

combination of attractive valuations, 

low vacancy rates, strong rent growth, 

and constrained supply are driving 

strong investor demand for retail assets. 

Recent acquisitions by Cbus and 

Australian Retirement Trust signal 

growing demand from superannuation 

funds for large retail assets.

BOND YIELDS ROSE SHARPLY IN Q3

Borrowing rates rose sharply during Q3, 

likely reflecting several drivers 

including investors shifting to a higher 

for longer interest rate outlook across 

the world, and increased supply of debt 

to fund the AI construction boom.

The sharp rise in borrowing rates in Q3 

appears to be increasingly weighing on 

investor sentiment — particularly in the 

office sector. The gap in pricing 

expectations between buyers and 

vendors appears to be growing and 

more deals are terminating during due 

diligence as investors reassess the 

shifting macroeconomic environment.
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Investment activity resilient
Retail activity remains strong, but investment volumes soften in other sectors

2

• Total investment volumes remained resilient in Q3 2026 at $14.2 billion. This brings total 2026 YTD investment to 

$36.8 billion which is broadly inline with 2025 levels. Around $4.0 billion worth of deals remain pending for Q3.

• Transaction activity in Q3 was driven by the retail sector where $5.4 billion in assets were traded —  the highest 

level since Q4 2021. Major transactions included Cbus Super buying 50% of Westfield Carindale ($758 million) and 

Lakeside Joondalup ($542 million) from Lendlease, GPT buying 50% of Sunshine Plaza ($622 million) and 

Macarthur Square ($568 million) from Lendlease, and Australian Retirement Trust buying 50% in Westfield Mt 

Gravatt from Scentre Group for $882.5 million.

• Office activity picked up to $3.8 billion, major transactions included GIC buying 1 Market St for $450 million from 

Investa , and Centuria acquiring 50% of 680 George St for $415.5 million. Industrial was more subdued with $2.6 

billion transacted, notably M&G purchased a 50% stake in five sites for a combined $438 million from Stockland.

• The sharp rise in borrowing rates in Q3 appears to be increasingly weighing on investor sentiment —  particularly in 

the office sector. The gap in pricing expectations between buyers and vendors appears to be growing and more 

deals are terminating during due diligence as investors reassess the changing macroeconomic environment.
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Institutions are active
Institutions remain the most active buyers, REITs/listed groups continue to divest assets

• Institutions continued to drive investment activity in Q3, accounting for $5.5 billion (42%) of acquisitions, followed 

by cross -border capital ($2.8 billion, 21%), private capital ($2.3 billion, 18%), and REIT/listed capital ($2.3 billion, 

18%).

• Institutions remain the key source of new capital into Australia commercial property with net investment volumes 

(acquisitions minus disposals) totalling $3.9 billion of new capital in Q3, bringing the 2026 YTD total to $7.2 billion. 

This growth largely reflects increased buying activity from Australian superannuation funds.

• Cross -border investment volumes remain relatively subdued, reflecting continued elevated global uncertainty 

since the start of 2026. Investment in 2026 has been led by the US, but there have been several large deals in Q3 

involving Singaporean capital that signal ongoing interest in Australian office and industrial assets.

• A -REITs continued to be the largest net sellers of assets in Q3 reflecting divestment from several large retail and 

office assets. A -REIT buying activity in Q3 was comparatively smaller and mainly focused on retail assets. 
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Source: Knight Frank Research, RCA

Cross -border capital deployment is diversified
Investment share by asset class and investor type in Q1 -Q3 2026
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Yields soften as rates rise
Elevated borrowing rates and uncertainty have led to a softening in yields

• Industrial yields were mixed in Q3. Yields remained steady in Sydney and Perth and fell in Brisbane ( -3bps), 

however they rose in Melbourne (+3bps), Adelaide (+6bps). Investor demand remains resilient for prime assets in 

Sydney and Melbourne.

• Prime CBD office yields rose in Q3 2026 reflecting a softer investment demand. Yields remained steady in Sydney 

CBD and Brisbane CBD as robust rent growth supports increased investor confidence. However, yields softened 

further in Melbourne (+5bps), Adelaide (+13bps) and Perth (+3bps) with upward pressure from higher borrowing 

rates and lower rent growth.

• For offices, a  substantial volume of office stock has been brought to market in recent months, which may place 

upward pressure on yields. In Sydney alone, more than $3 billion of CBD assets and nearly $4 billion in non -CBD 

office are currently being marketed.

• Capital growth is slowing across most sectors. Rising values are largely driven by income growth and are largely 

confined to certain cities and asset types. The outlook for capital growth remains challenging, reinforcing the need 

for investors to focus on sectors and individual assets that can deliver income growth.
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