Survey shows high rents
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RISING rents and dwindling returns
have cut buyer appetite for cafes and
restaurants on the Gold Coast, but
there has been a surprising surge in
enthusiasm for the troubled tourism
and hospitality sector.

Business broker LINK, in an
inaugural survey of its Gold Coast
clients, found only 12 per cent of
buyer inquiries for restaurants and
cafes, down from between 35 and 38
per cent in peak economic times.

“We've always had a lot of inquiry
for coffee shops (in the past),” said
LINK managing director David
Fitzgerald.

He said they used to be con-
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sidered ‘safe’ businesses, but higher
rents and a spate of restaurant clos-
ures had turned sentiment in the
past 12 months.

“Many of them (restaurants and
cafes) haven’t been performing that
well,” he said. “Broadbeach has had
a few close down and people are
quite nervous about it.”

The fall in demand comes despite

inquiry for retail businesses holding
up at 38 per cent, he said.

Mr Fitzgerald said the surprise
performer in the survey had been
hospitality and tourism, with 29 per
cent of inquiries targeting the sector.

“Given the current economic cli-
mate, we were surprised with that
figure,” he said.

Mr Fitzgerald said while many
buyers saw hospitality and tourism
as a lifestyle change, they also felt
the tourism market on the Coast
had bottomed and offered strong
upside potential.

He said many tourism businesses
tended to be smaller with lower over-
heads, ‘whereas many restaurants
and cafes are paying big rent’.

Mr Fitzgerald said ‘Gold Coast

businesses valuations had fallen in
the past two years, but he was confi-
dent they would recover.

Many business owners felt the
Coast was ‘on the cusp of a seven-
year cycle of prosperity’.

“Interestingly, every business that
said this had an established owner or
had been running for 20 years or
more, something I feel gives credi-
bility and weight to these predic-
tions,” he said.

The LINK survey also revealed
a slide in demand for franchises
after a GFC-inspired surge this time
last year.

Mr Fitzgerald said buyers at the
time saw franchises as ‘safe’ busi-
nesses that were backed by ‘big
brother’.

nit demand for cafes and restaurants

He said he saw the emergence in
the market of more entrepren-
eurial buyers, who preferred to ‘con-
trol their own destiny’.

While buyers were ‘right back in
the market’, he said many were
shocked by how little they could
borrow.

“Twelve to 18 months ago they
had access to $800,000 and now
they go to their bank and find they
have only $500,000.”

LINK has found 81 per cent of
buyers and business owners were
having trouble securing finance.

“The average buyer is now taking
35 weeks or almost nine months
to find a business that is suitable
or that they can afford,” said
Mr Fitzgerald.



