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The first quarter in 2018 saw strong investment activity across the region, setting a new all-time 
record for the quater. 

The office sector made up half of all transaction volumes and cross-border investment activity 
accounted for a third of total transaction volumes.

The retail sector witnessed omni-channel expansion while the industrial sector saw demand driven 
by third-party logistics and e-commerce firms.

For more detail by asset class, view this report online at http://www.jllapsites.com/research/ 
appd-online/.

The Asia Pacific research team hopes that you find this publication valuable, and as always,  
we welcome your feedback.

Editor's Note

Thanks,

Dr Megan Walters 
Head of Research – Asia Pacific
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ASIA PACIFIC ECONOMY 

Outlook bright but headwinds grow
The region’s economy remains resilient in the face of new challenges with 2017’s momentum carrying on. Economic 
sentiment is favourable with data releases pointing to a continued healthy performance despite equity market instability and 
ramping up of protectionist rhetoric. Although trade tensions have dominated headlines in the early part of the year, as the 
US looks to impose new tariffs on imports, most economists still believe that the probability of a full-blown trade war is low 
at this time.  

Growth in the region’s largest 
economy, China, continues to hold 
steady with resilient domestic 
conditions sustaining healthy 
economic momentum despite 
increased uncertainty surrounding 
trade friction with the US. After a 
period of underperformance, India 
has returned to a growth leadership 
position aided by supportive macro 
policy. While in Japan, upbeat 
business sentiment and record 
corporate profits are underpinning 
healthy investment momentum. 
Exports are also providing support, 
albeit with growth softening. 

Domestic demand remains 
supportive of growth
The shifting towards a more 
consumption-led economy is 
supporting growth across many 
countries in the region. China saw 
consumption account for nearly 60% of 

economic expansion in 2017, and with 
the robust pace of growth in retail sales 
persisting, it will remain a significant 
driver going forward. In Hong Kong, 
favourable income and job conditions 
along with a pick-up in tourists, in 
particular from China, saw the recovery 
in retail sales stretch to its 13th 
straight month in March when it rose 
by 11.4% y-o-y. South Korea’s retail 
environment also appears to be on a 
path of recovery with strong growth 
being recorded in February and March. 
With the tourism market showing signs 
of improvement, this bodes well for the 
outlook of the retail market. 

No radical shift in monetary 
policy expected
Despite accelerated interest rate hike 
expectations for the US and some 
other major developed economies, 
the interest rate path for most 
countries in the region is relatively 

similar to the previous quarter and 
most are not under significant duress 
to hastily follow in step with the US 
Fed. Central banks in Australia, Korea 
and India, to name a few, all held 
rates stable during their most recent 
meetings. Nonetheless, interest rates 
are expected to gradually rise and 
the pace could pick up if the global 
economy strengthens faster than 
anticipated.

Resilient Asia Pacific
Near-term growth projections have 
generally been maintained with 
continued strength from domestic 
demand. However, ongoing 
concerns about trade are likely to 
see heightened volatility persist as it 
remains in the spotlight. Fortunately, 
solid fundamentals and supportive 
policies will help shield economies in 
the region from possible short-term 
effects and growth should maintain at 
a healthy pace. 
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Flexible workspace operators a 
growing demand source
Overall leasing activity increased 12% y-o-y 
in Asia Pacific in 1Q18. Delhi remained 
atop the regional leasing volumes table, 
while high volumes were also recorded 
in Bengaluru, Hong Kong and Beijing. 
New leasing was down in markets such as 
Melbourne and Tokyo but this was largely 
reflective of less available space. 

Meanwhile, 1Q net absorption was up 
a strong 46% y-o-y on upbeat business 
sentiment. Healthy, broad-based 
occupational demand was reported in 
most Asia Pacific markets. The strongest 
take-up was recorded in markets such as 
Beijing, Shanghai and Mumbai. Domestic 
financials and flexible workspace 

Table 1: Outlook for Major Economies

Country
Real GDP Growth  

(y-o-y change) 2018 Outlook
2017 2018F

China 6.9 6.4 Gradual slowdown as government balances growth with reforms and deleveraging. Continued shift 
to higher value-add sectors; trade frictions with the US a downside risk. 

Japan 1.7 1.5 Slow rise in domestic drivers with business investment firm. Sluggish wage growth to temper 
household spending. Continued export strength but growth to soften.

India 6.4 7.3 Regional growth leader with consumption and domestic policy support to shore up momentum. 
Inflationary pressures expected to remain elevated.  

South Korea 3.1 2.8 Steady gains in domestic and external demand to underpin reasonable growth. Export momentum to 
slow gradually.  

Australia 2.3 2.7 Non-mining investment and exports to support growth. Subdued consumer spending amid weak 
income growth.  

Indonesia 5.1 5.2 Infrastructure spending and consumption to remain underlying drivers of growth.   

Hong Kong 3.8 3.0 Healthy private consumption while government spending on infrastructure to rise. Inbound tourism 
expected to show further gains. 

Singapore 3.6 3.0 Domestic-oriented sectors to strengthen, led by services. Export performance to remain positive but 
momentum to moderate. 

Source: Oxford Economics, May 2018

operators were key sources of Shanghai 
leasing demand, while recent completions 
in Beijing continued to unlock pent-up 
demand from large occupiers. In Mumbai, 
demand for office space was driven by 
financials and professional services.

Steady volume of supply in major 
Asia Pacific markets
More than half of all Asia Pacific markets 
saw new completions in 1Q. Of these, 
Shanghai, Mumbai and Jakarta recorded 
the largest volume of supply additions, 
helping to boost total supply across Asia 
Pacific by 15% y-o-y. The Australian cities 
recorded very limited or no new supply.

Vacancy rates continued to decline in 
more than half of the Asia Pacific markets 

during 1Q, with Beijing, Singapore and 
Melbourne observing some of the biggest 
drops over the quarter. With a healthy 
level of new supply expected especially 
in 2018, regional vacancy is anticipated 
to edge up led by higher rates in markets 
such as Shanghai, Manila and Jakarta, 
which are expecting new waves of supply

Sydney and Melbourne continue to 
record strong rental growth
Asia Pacific rents advanced 1.4% q-o-q 
on aggregate in 1Q. Robust demand 
saw Melbourne and Sydney CBD rents 
advance further. Greater China rent 
trends were mixed again with tight 
vacancy supporting Hong Kong rent 
growth. Tech demand supported Beijing 
rent growth while supply pressure held 

ASIA PACIFIC PROPERTY MARKET

An upbeat start to the year 
Last year’s strong performance carried into the early part of 2018, with both office leasing volumes and investment volumes 
up markedly on the same period a year earlier. Despite heightened uncertainty surrounding trade and equity markets, 
investors and occupiers remain committed to the region’s property markets. Regional transaction volumes in 1Q18 reached 
USD 40 billion, setting a new first quarter record and highlighting the unrelenting appetitie for real estate as investors scour 
for opportunities. The continued emergence of flexible space operators saw these firms become key sources of office demand 
across the region.    
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Figure 2: Office Rental & Capital Value Changes, Yearly % Changes, 1Q18

Figure 3: Direct Commercial Real Estate Investment 2008-1Q18

Figures refer to transactions over USD 5 million in office, retail, hotels and industrial.
Source: JLL (Real Estate Intelligence Service), 1Q18

Figures relate to the major submarket in each city. 
Source: JLL (Real Estate Intelligence Service), 1Q18
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Shanghai rents flat q-o-q. Tight vacancy 
and high-quality supply contributed 
to moderate quarterly growth in Tokyo 
rents. Singapore rents, supported by 
improved business sentiment and 
confidence among landlords, continued 
to advance, albeit at a more moderate 
pace than 4Q17. In Jakarta, rentals 
remained under pressure despite 
stronger demand as new supply volumes 
continued to outpace absorption.

Omni-channel retail expanding
Major e-commerce companies in China 
continued to expand their retail networks 
including opening physical outlets, in 
particular supermarkets. Leasing demand 
in Hong Kong remained dominated by 
cost-saving initiatives in core locations, 
with personal care, pharmacy and small 
local retailers leading overall momentum. 
F&B remained a major driver of leasing 
activity across Southeast Asia. Generally 
stable demand in Singapore, but more 
realistic rental expectations by landlords 
and growing willingness to adjust tenant 
mixes in Marina helped underpin an 
improvement in the submarket. Many 
fashion and apparel operators in Australia 
maintained store rationalisation strategies 
in the face of operating difficulties; while 
select international retailers continue to 
be key sources of demand and are opening 
new stores.

3PLs and e-commerce firms continue 
to drive demand
Demand from e-commerce, 3PLs and 
manufacturers remained stable in China; 
these categories continued to be the 
most active. Partly due to the Lunar New 
Year holiday, leasing activity remained 
largely centred on renewals in Hong 
Kong; some tenants expanded on an 
improvement in the trading environment. 
Demand for logistics space in Singapore 
was supported by the recent uplift in 
economic, manufacturing and trade 
performance. In Sydney, occupier activity 
was led by the transport, postal and 
warehousing sector.

Sentiment remains upbeat in Hong 
Kong and Singapore residential 
markets
Newly launched projects in Hong Kong 
continued to be well received, while 
the collective sales market in Singapore 
gathered momentum. The price cap on 
the primary housing market in Shanghai 
has elevated optimism, driving buying 
intention. However, sales volumes in the 
luxury apartment segment decreased 
from a year earlier amidst a lack of new 
launches. Luxury apartment transaction 
volumes in Beijing also declined due to 
the tight policy stance and limited new 
supply.

Investment volumes reach new first-
quarter high
Investment activity across the Asia Pacific 
region surprised on the upside in 1Q18, 
reaching a new record at USD 40 billion, up 
34% y-o-y. 

Australia, Japan, China and Hong Kong 
all supported the stronger than expected 
1Q18 volumes, with only Singapore 
and South Korea showing downward 
movements. Other markets like India 
and Taiwan also delivered a healthy level 
of deal flow and supported the overall 
regional volume. 

The office sector made up over half of 
all transaction volumes, while the retail 
sector was supported by some large 
deals in China. While not included in 

the numbers, investment activity in the 
residential/multi-family market in Asia 
Pacific continued to surge - primarily 
concentrated in the en bloc collective 
sales market in Singapore. 

Cross-border investment activity accounted 
for around one-third of total transaction 
volumes. Cross-border investors remained 
net purchasers during the quarter. 

Investor demand sustains capital 
value growth
The weight of capital across the region 
continued to support capital values despite 
concerns around rising interest rates. Capital 
value growth slightly outpaced rent growth 
again, pointing to minor yield compression 
in some markets across the region. However, 
most markets saw yields hold relatively flat 
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Source: JLL (Real Estate Intelligence Service), 1Q18
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About the author 
Dr Megan Walters joined JLL in 2010 and in October 2016 was 
appointed as Head of Research – Asia Pacific. In this role, Megan 
leads a team of 170 professional researchers in the region, which 
forms part of a network of over 400 researchers in 65 countries 
around the globe.

q-o-q. Osaka was the top regional performer 
in terms of capital value growth as solid 
fundamentals and a lack of assets for sale in 
Tokyo have seen investors look to Japan’s 
second city. Hong Kong capital values 
continued to reach new heights. 

New office lettings pick up; outlook 
remains positive
Regional leasing volumes in 1Q18 
improved on a year earlier amidst broad-
based demand and we are upbeat that 

the positive economic prospects for the 
region will continue to underpin a healthy 
performance. Traditionally occupier 

segments should be pillars of demand, 
while flexible space operators are also likely 
to remain a key driver of space take-up.  
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Flexible space expanding rapidly
Flexible space across Asia Pacific recorded 
a compound annual growth rate of 35.7% 
from 2014 to 2017 (Figure 1), much higher 
than in the U.S. (25.7%) and Europe (21.6%) 
over the same period. The total stock 
controlled by the major flexible space 
operators, and the number of operators 
more than doubled over this period. 

Flexible space is increasingly about 
corporates
The demand for flexible space originally 
emerged to cater to SMEs, startups, 
freelancers, mobile workers and other 
participants in the ‘gig economy’. Today, 
corporate occupiers are big users of this 
space, with an outlook of potentially 
dedicating a third of their portfolios to 
flexible space by 2030.

Flexible space providers have started to 
tailor their offerings to attract corporate 
users by leasing out larger spaces, 
particularly in Grade A buildings. Just last 
year, WeWork signed the largest single 
grade A office leasing deal in Shanghai  
of approximately 290,000 sq ft (gross  
floor area).

What makes flexible space attractive?
Corporates are interested in exploring the 
use of flexible space to enter new markets, 
set up satellite offices, or as part of a 
‘core and flex’ leasing strategy. The short 
contract commitments and individual 
membership structures allow corporates 
to quickly accommodate changes in 
headcount and support mobile works, such 
as sales teams, more efficiently and cost 
effectively. 

Flexible space arrangements could help 
foster innovation through increased 
employee interaction, exposure to new 

business concepts and networking with 
other tenants. In tight labour markets, 
these features can be significant 
differentiators in attracting and retaining 
talent, particularly Millennials.

How will corporate demand evolve?
JLL's interviews with domestic and global 
MNCs in the region reveal that most 
corporates are still at a very early stage in 
their use of flexible space, and they do not 
predict a large increase in the near term.

It remains to be seen how corporate 
demand will evolve; will companies move 
increasing numbers of headcount into 
external flexible space, keep the current 

strategy of only select teams, or bring 
more flexibility into their own facilities? 
Corporate culture tends to be more 
hierarchical in Asia than in other parts of 
the world, with space being a reflection of 
status. Some of the concerns that need to 
be addressed before widespread adoption 
include retaining brand identity and 
culture, protecting trade secrets, secure IT 
infrastructure, and incorporating cultural 
considerations particularly in relation to 
communication and privacy.

Please refer to our report on the flexible 
space landscape in Asia Pacific for 
further details at https://access.jll.com/
flexiblespace/.

About the author 
Ankita Prasad is an Assistant Manager in the Asia Pacific 
Corporate Research team at JLL, based in Singapore. In her 
role, she works on global and regional research projects around 
trends and themes that impact corporate real estate. 

Will corporates get bolder with flexible space?
Figure 1: The growth in flexible space stock

Based on a sample of 11 key AP markets 
Source: JLL Research
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How is Australia’s retail sector faring?
Investors have been actively acquiring retail 
assets in Australia, with transaction volumes 
reaching the second highest year on record 
in 2017 at AUD 8.8 billion. However, a 
number of retailer store closures, slowing 
retail sales growth and new sources of online 
competition resulted in some softening 
of investor confidence, and not just in the 
direct property market.

The softer sentiment towards Australian 
retail throughout 2017 was reflected in 
equity markets, with the high volume of 
short positions in retail company stocks on 
the ASX S&P 200.

‘Consumer Discretionary’ companies – 
which includes household durable goods, 
apparel, entertainment and leisure, and 
automobiles  – recorded the highest average 
proportion of total stock held in short 
positions (4.8%) during the 2017 trading 
period of any sector. This compares wtih 
a 3.1% average across the ASX S&P 200. 
Myer was the most shorted stock in the 
‘Consumer Discretionary’ sector (14.1%) 
over 2017.  Retail Food Group, JB-Hi Fi 
Limited and Harvey Norman also had a high 
proportion of short-selling (>8%).

Despite the high level of short positions 
in the ‘Consumer Discretionary’ sector 
reflecting an expectation of a decline in 
share prices, the ‘Consumer Discretionary’ 
index grew by 8.7% over 2017 and 
outperformed the overall S&P ASX 200 by 2.9 
ppts, consistent with the global trend.

The challenges faced by many Australian 
retailers are well-documented and captured 
media attention over 2017.

In 2017, we tracked ten major retailers that 
fell into voluntary administration, leaving 
295 stores to potentially close. As at April 
2018, 138 of these stores had been closed, 

About the author 
Annabelle Atkins is a Senior Analyst in the Research team based 
in Sydney, Australia. She specialises in retail research, analysing 
consumer, retailer and investment market trends. She has an 
active role in our Real Estate Intelligence Service (REIS).

Figure 1 – Average % of total shares held as short positions – 2017

Source: ASIC, JLL Research

in addition to the 757 stores that closed in 
2016 due to retailers that had fallen into 
voluntary administration.

Store closures were concentrated in the 
apparel segment in 2017, accounting for 
seven of the ten retailers that fell into 
voluntary administration. However, there’s 
a need to put this in context. Of the stores 
which closed in 2016 and 2017 due to 
administrations (857 in total), they represent 
only 1.0% of Australia’s total retail store 
count.  

Occupancy rates in Australian shopping 
centres have remained firm. JLL’s December 
2017 retail vacancy survey showed the 
average vacancy rate actually declined to 
3.6% from 4.0% in June 2017. Nevertheless, 
some secondary centres are being affected 
by long-term vacancies, and divergence 

continues to be a strong theme in the retail 
sectors as some tenants consolidate their 
store network.

How will Australian retail fare in 2018? 
We believe the competitive retail landscape 
will challenge some retailer business models 
with the potential for more store closures 
in 2018. However, a number of strong 
retailers are continuing to expand their store 
networks.

Shopping centre owners will need to 
adopt a proactive approach to customer 
engagement, understand retailer business 
models and ensure the appropriate tenancy 
mix to reduce the potential exposure to 
weaker performing sub-sectors of the 
retailer landscape.
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China rental housing: trickle to torrent
China’s rental housing sector made 
national headlines in January when rental 
service provider Ziroom received RMB 
4 billion during its Series A fundraising. 
The unicorn, which operates co-living 
apartments and an online leasing 
platform, was valued at RMB 20 billion, 
indicating soaring investor enthusiasm for 
the booming market.

Founded in 2011, Ziroom was one of the 
first movers in the co-living segment, 
providing micro-apartments for young 
professionals. Before that, China’s 
rental sector was driven by an influx of 
expatriates sent by MNCs after China 
joined the WTO in the early 2000s. For two 
decades, the sector had been dominated 
by high-end serviced apartments such as 
Ascott, Fraser and Shama.

Over the past few years, skyrocketing 
home prices and the notorious shadow 
leasing market have necessitated a 
call for more institutionalised and 
regulated leasing alternatives. The shift in 
national housing policy was highlighted 
in Chairman Xi’s speech, where he 
stated: “Houses are built for living in, 
not speculation” during the 19th Party 
Congress last October. This shift in policy 
proved to be a major catalyst for the 
growth of the rental market.

Since then, more than a third of China’s 
largest 30 private developers marched into 
the build-to-rent business, and the total 
number of players spiked to 107 in 2017, 
according to our estimates. 

Developers with deep pockets have taken 
an opportunistic approach, acquiring 
raw land and building from ground up. 
For these investments, state-owned 
developers are leading the way. Shanghai 
Real Estate has already acquired 17 lease-

only land plots with plans to provide 
20,000 rental units in Shanghai by 2020. 
Meanwhile, private developers, hotels, 
and start-up operators have focused on a 
value-add strategy, repurposing distressed 
retail, office, and industrial properties. 
Vanke is the front runner in this game, 
holding around 20,000 rental units across 
21 cities as of end-2017. On the other 
hand, real estate agencies and start-up 
platforms lease and manage strata-
title units for individual homeowners. 
Mogoroom, which partnered with Ant 
Financial, manages over two million 
strata-titled units across the country.

The rental sector is gathering momentum 
as it continues to receive policy support. 

The Shanghai municipal government 
aims to provide 700,000 rental units by 
2021 and the other three Tier 1 cities have 
announced similar plans. Several “pilot 
cities” have also unlocked land-use rights, 
allowing commercial land to be rezoned 
for rental housing. Demographics are also 
playing a large role in fueling the sector. 
Based on our estimates, more than 100 
million millennials are driving demand for 
rental housing nationwide and this figure 
is expected to grow in coming years.

Amid strong policy incentives and 
demographic headwinds, savvy investors 
hunting for outsized long-term gains will 
continue to keep close watch over the 
sector, especially as traditional asset 
yields remain compressed.

About the author 
Grace Chen is a research analyst focusing on the residential sector 
at JLL Shanghai. Her expertise is in conducting market analysis 
and delivering forecast reports for the residential market in the 
Yangtze River Delta region. She has also been closely monitoring 
the emerging rental housing sector in mainland China.

Figure 1: Percentage of new housing construction designated for rental apartments in 2017-2021

Source: Data from the 13th Five-year Plan of each municipal government
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Bangkok’s transit-oriented office market
The growth of Bangkok’s office market has 
long been driven by major investments in 
the city’s transport infrastructure. In the 
1990s, new arterial roads and expressways 
facilitated office development in 
decentralised submarkets for the first time.

Throughout the 1990s and well into the 
2000s, the vast majority of office occupiers 
prioritised (re)location decisions based 
firstly on rent and secondly on the 
availability of parking. As we approach 2020, 
occupier preferences are evolving in line 
with both larger corporate objectives and 
the rising influence that Gen Y and Millennial 
employees have on location choice.

Top talent seek office locations near 
transit stations
As lifestyles of younger generations in the 
city shift towards urban high-rise living, 
top talent increasingly seek employers 
with an office that is easily accessible via 
Bangkok’s mass rapid transit network, 
including the BTS Skytrain and MRT 
subway systems.

This has impacted the decision-making 
process for many occupiers: while they 
continue to take rental rates and parking 
availability into account when entering 
the market or relocating, a rapidly rising 
number of firms now consider proximity 
and/or direct access to the city’s mass 
transit network as a top priority to attract 
and retain quality staff.

The evolution of occupier preferences is 
having an increasingly profound impact 
on occupancy and rents in office buildings 
with respect to distance from transit. 
In early 2017, we analysed changes in 
occupancy and asking rents between 
end-2013 and end-2016 across more than 
400 office buildings in Bangkok, and the 
results are striking.

About the author 
Andrew Gulbrandson is the Head of Research and Consulting for 
JLL Thailand and is also responsible for coordinating much of the 
firm’s ongoing consultancy work in Myanmar.

Figure 1: Market-wide Average Asking Rent by Distance from Transit, 4Q13-4Q16

Source: JLL Research
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At the end of 2013, Bangkok’s market-wide 
vacancy rate across all grades of space 
was 11.2%. At that point in time, a clear 
occupier preference already existed for 
projects within 250 metres of a transit 
station (up to a 5-minute walk) where the 
vacancy was 7.6%. As might be expected, 
vacancy increased the further the office 
location from transit stations.

By the end-2016, the market-wide vacancy 
rate declined to 10.7%. During the same 
period, the vacancy rate for buildings 
within a 250 metre radius of transit fell 
to just 4.7% while vacancy rates for 
projects further out actually increased. 
Remarkably, vacancy rates across different 
classes of space (e.g., Grade A, Grade B, 
Grade C) were all below 5%, indicative 
of strong occupier preference for transit-
accessible space regardless of quality.

The impact of transit proximity on rental 
rates is also evident.

In 2013, there existed a 14.2% premium 
for space within 250 metres of a station 
relative to the market-wide average. By 
end-2016, the premium increased to 19.0% 
as rents increased by 20.6% during the 
three-year period relative to the market-
wide average growth of 15.8%. As with 
occupancy, rental performance generally 
declines as distance to transit increases.

What does this mean for the future of 
Bangkok’s office market? 
More than 60% of the 2.1 million sqm 
of space scheduled for delivery through 
2025 is within 250 metres of a transit 
station. We strongly believe that these 
projects will continue to be significantly 
more attractive to occupiers, whether the 
location is in the Central Business Areas 
(CBA) or in decentralised submarkets.
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“Tenant decentralisation 
and tight vacancy 

environment push rents 
higher.”

Denis Ma, Head of Research,  
Hong Kong

EY joins the MNC exodus out of Central
• Leasing demand was mainly driven by tenant decentralisation, as several large 

MNCs relocated and consolidated their operations into Hong Kong East and 
Kowloon East. Notably, Ernst and Young which reportedly pre-committed at 
One Taikoo Place to relocate its operations out of Central.

• In Central, PRC leasing demand amid the holiday season accounted for just 
36% of all new lettings in 1Q18, down from the 49% recorded in 2017. Huaxia 
Bank reportedly leased 14,000 sq ft at Two International Finance Centre to 
accommodate expansion in-house.

Government to release the Express Rail Link site for sale
• The FY2018/19 Government Land Sale Programme included four commercial/

hotel sites with the potential to yield a total GFA of 5.7 million sq ft. The highly 
anticipated Express Rail Link site (KIL 11262), located in West Kowloon, was 
among those listed. The site is the largest on the land sale programme with a 
maximum developable GFA of 3.2 million sq ft.

• Hong Kong Pacific Tower in Kowloon Bay was issued with its Occupation 
Permit, adding 239,300 sq ft of Grade A office stock to the leasing market.

Strong pre-leasing and tight vacancy boosts rental growth
• Led by 1.7% q-o-q growth in Hong Kong East, and strong pre-leasing activity, 

rents in the overall market advanced by 0.9% q-o-q. Rents in Central advanced 
by 1.0% q-o-q, underpinned by sustained demand and a tight vacancy rate, 
which dropped to 1.4% by the end of the quarter.

• Henderson Land reportedly sold 18 King Wah Road in North Point to a PRC joint 
venture comprising China Create Capital and China Taiping for HKD 9.95 billion 
or HKD 30,170 per sq ft, a record high in terms of lump sum and unit price in 
Hong Kong East. Strong pricing levels across the board saw capital values gain 
4.4% q-o-q growth in the overall market.

Outlook: Capital values growth in Hong Kong East to outperform
• Amid the strong demand for office space and a tight vacancy environment, 

we expect rents across all major submarkets on Hong Kong Island to advance 
in the range of 5-10% in 2018. Meanwhile, rents in Tsimshatsui and Kowloon 
East are expected to grow in the range of 0-5%, respectively, amid a lack of 
availability and increasing tenant decentralisation.

• Capital values in the overall market are anticipated to grow in the range of 
10-15% in 2018, with capital values in Central and Hong Kong East expected to 
lead the way, up in the range of 10-15% as investor interest in the submarket 
remains strong.

sq ft per month,  
net effective on NLA

HKD 119.8

Rental Growth Y-O-Y

4.6%

Stage in Cycle

Growth
Slowing

Hong Kong

Note: Hong Kong Office refers to Hong Kong’s overall Grade A office market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for Central.   
Source: JLL   

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.  
Physical Indicators are for the overall market.   
Source: JLL    
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Beijing

Large occupiers expand their office footprint
• Recent completions continued to unlock pent-up demand from large occupiers 

as PetroChina secured all of Hengyi Building in Olympic Area with a long-term 
lease. Alibaba also took a significant portion of Radiance in Wangjing, further 
boosting its huge presence in the submarket.

• After a year of record fines imposed by financial regulators, Finance Street saw 
demand soften in the quarter as firms pause to ensure that their strategies align 
with the quality growth targets outlined by the central government.

Height restrictions for CBD core area projects
• The Beijing government stipulated building height restrictions of around  

100-180 metres for office towers in the CBD core area. Exceptions have been 
made for projects with exteriors that have already surpassed the limit. The 
policy is expected to reduce future supply and further delay completions.

• Overall market vacancy fell, as recent completions filled up and given that there 
was no new supply in the quarter.

Tech-led submarkets pull up city rents
• Wangjing and Zhongguancun saw rents increase significantly q-o-q, as vacancy 

narrowed and demand from tech firms continued to be strong. Due to strong 
IT demand in the area, landlords in these submarkets were confident despite 
impending new supply in the CBD and Lize. Meanwhile, Finance Street rents 
were flat q-o-q, following increased regulatory oversight.

• Sales transactions were limited to small strata-titled deals.

Outlook: CBD and Lize set to offer more choice to tenants
• Demand from financial institutions is expected to pick up after companies 

readjust their growth strategies. Tech firms are likely to continue to see strong 
growth.

• New completions in Lize will expand the emerging office submarket and offer a 
new alternative for tenants, particularly those wanting to be closer in proximity 
to Finance Street. Two new projects are scheduled to open in the CBD Core 
Area towards the end of 2018, barring delays.

sqm per month,  
net effective on GFA

RMB 386  

Rental Growth Y-O-Y

-0.8%

Stage in Cycle

Growth
Slowing

“Large tenants snap up new 
completions, as city policies 

reduce future supply in 
urban areas.”

Joe Zhou, Regional Director -  
Capital Markets, China

Note: Beijing Office refers to Beijing’s overall Grade A office market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for the CBD.   
Source: JLL 

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Physical Indicators are for the overall market.   
Source: JLL    
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Shanghai
“Strong demand from 
co-working operators 

has become a safety net 
for landlords amid large 

supply.”
Daniel Yao, National Director - 

Research, Shanghai

Leasing demand remains strong in the 1Q18
• Enquiries from co-working operators - including both well-known players and 

new comers - remained strong. Domestic financial services companies and 
especially those in the asset management sector remained a major demand 
driver in Grade A space.

• Telecommunications, Media and Technology (TMT) companies continued to 
look for upgrade and expansion opportunities, especially in the decentralised 
market. In addition to established submarkets, we have observed a number of 
TMT firms moving to Xuhui Bund, which has several new projects coming up, 
including the Dream Center.

Six projects reach completion in the CBD
• In the CBD, six projects with a total GFA of 375,100 sqm reached completion, 

including One Museum Place in Puxi and Lujiazui Finance Plaza in Pudong. In 
the decentralised market, three projects with a total GFA of 82,000 sqm reached 
completion.

• Vacancy edged up in both Pudong and Puxi CBDs as new supply entered the 
market. Vacancy improved in the decentralised market as new supply was 
limited and demand remained robust. 

CBD rents hold steady despite large supply
• As new supply continued to enter the CBD market, landlords of older buildings 

lowered rents in response to increased competition from new buildings. At the 
same time, some recently completed high-quality projects with good metro 
access - such as China Overseas International Center and HKRI Centre - received 
strong leasing demand and landlords of these buildings started to increase rents.

• Strong demand from co-working operators (who tend to lease large units) has 
also helped to relieve landlords’ leasing pressure, allowing rents to hold relatively 
flat in the CBD (up 0.2% q-o-q). In the decentralised market, strong leasing activity 
and a lower rental level compared to the CBD permitted rents to rise 1.0% q-o-q.

Outlook: New supply volume will remain high over 2018
• New supply will remain large this year, especially in the decentralised market. 

Due to supply pressure, overall rental growth will likely remain marginal in 2018. 
However, some decentralised submarkets still have room for rents to grow, 
as a result of an improving business environment and an attractive rental gap 
compared with the CBD.

• The co-working sector should remain very active this year, as many brands 
continue to set up and expand, both in the CBD and the decentralised market.

sqm per day,  
net effective on GFA

RMB 10.3 

Rental Growth Y-O-Y

-1.1%

Stage in Cycle

Rents
Stable

Note: Shanghai Office refers to Shanghai’s cverall Grade A office market, consisting of Pudong, Puxi and 
decentralised areas.

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Physical Indicators are for the CBD.  
Source: JLL    

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for the CBD.   
Source: JLL   
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Shenzhen

Robust expansion demand
• Overall leasing demand further improved with total net absorption reaching 

350,000 sqm in 1Q18, the highest level in the past five quarters. Recent 
completions were favoured by tenants due to the availability of space suitable 
for larger-sized relocations and expansions, particularly by domestic financial 
institutions, large hi-tech start-ups and co-working operators.

• Meanwhile, many non-local companies showed strong interest in entering the 
Shenzhen market and were actively enquiring about opportunities in properties 
in core areas.

Vacancy declines despite five new completions
• Five new projects were completed in the quarter, totalling about 250,000 sqm in 

GFA. Three of the new buildings were located in the Nanshan district.

• Overall vacancy declined by 1.7 percentage points to 12.1% in 1Q18, owing to 
healthy commitment rates at the newly completed buildings and take-up at 
buildings completed last year.

In spite of healthy demand, landlords cautious about raising rents
• Overall rents edged up 0.6% q-o-q as landlords of high-quality properties in 

core areas were able to command a premium as space in their buildings was 
highly sought after by tenants. Nonetheless, the majority of landlords kept rents 
flat in a bid to retain tenants against a looming supply boom.

• There was one en bloc transaction recorded in the quarter, with a government 
agency purchasing an office building to use as a business incubator. Institutional 
investors remained interested in Shenzhen but are cautious given the rental 
return and rising financing costs. However, strata-titled buildings in core areas 
received more attention from self-use buyers.

Outlook: Rents to be under pressure amid supply boom 
• Leasing demand should continue to be driven by finance and hi-tech sectors, 

with forecasted net absorption up to 1 million sqm in 2018. The expansion and 
upgrading of large local start-ups along with the burgeoning co-working sector 
should support strong take-up at upcoming projects.

• Over 1.3 million sqm of supply is due to complete in the next 12 months and 
this should exert pressure on rents and vacancy, likely leading to a diverging 
performance amongst buildings. Upcoming projects in the Futian CBD may see 
a moderate rental uptick and a decent level of absorption, while old buildings 
in non-core areas are likely to see rents decline. In general, the overall rental 
growth is expected to be marginal.

“Leading firms of key 
industries in Shenzhen 
generating expansion 

requirements.”
Silvia Zeng, Head of Research,  

South China

sqm per month,  
net on GFA

RMB 286 

Rental Growth Y-O-Y

1.1%

Stage in Cycle

Rents
Stable

Note: Shenzhen Office refers to Shenzhen’s overall Grade A office market.

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rates are as at 
1Q18, while future supply is for 2Q18 to 4Q18.  
Physical Indicators are for the overall market.  
Source: JLL    

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Financial Indicators are for Futian.   
Source: JLL  



18
 –

 O
ffi

ce

Note: Taipei Office refers to Taipei’s overall Grade A office market.

“Xinyi’s new landmark 
office building attracts 

strong occupier interest.”
Jamie Chang, Head of Research, 

Taiwan

Relocations and upgrades support demand
• Quarterly net take-up reached 8,300 ping in 1Q18, the second highest first-

quarter figure in the past ten years. 

• Demand mainly came from corporate tenants looking to consolidate 
operations, driving requirements for large units and higher quality office space. 
Most of the new leases signed in the quarter were from tenants in the finance, 
IT, high-tech, and retail industries.  

One major project completes 
• One landmark project, namely Nanshan Plaza, was completed in the quarter 

and provided nearly 32,000 ping of floor space. Pre-leasing commenced a year 
ago and reached 30% upon completion; another 40% of space is reportedly 
under negotiation. 

• Several relocations involved tenants upgrading to higher quality buildings. In 
spite of a healthy level of take-up, new supply pushed the overall vacancy rate 
up by 3.0 percentage points to 10.1%. 

Rental growth driven by newer buildings   
• With leasing activity largely centred on recently completed buildings, and 

generally higher rents at these buildings, rental growth picked up in the quarter.  
Overall rents increased 1.0% q-o-q to NTD 2,678 per ping per month; the largest 
growth in the past eight quarters.

• Corporate purchasers remained the most active buyer group and this helped 
push total investment volumes for all property types to NTD 11.1 billion, an 
increase of over 30% from the same period a year earlier.  

Outlook: Optimistic market prospects for 2018
• Demand is likely to be driven by the finance and technology industries. 

Sustained take-up of space in new buildings amidst stable demand should 
support further moderate rental growth.   

• Institutional investor demand for traditional real estate assets should remain 
healthy; however, investors are also likely to evaluate opportunities in other 
niche property types and government land developments. The Taiwanese 
government is reportedly considering public-private partnership (PPP) projects 
worth NTD 200 billion which are likely to draw investors’ attention. 

ping per month,  
net on GFA

NTD 3,185
Rental Growth Y-O-Y

2.4%

Stage in Cycle

Growth 
Slowing

Taipei

Financial Indices

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Financial Indicators are for Xinyi.  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.  
Physical Indicators are for the overall market.   
Source: JLL    

Physical Indicators
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Note: Tokyo Office refers to Tokyo’s overall Grade A office market.

“Leasing market remains 
robust; investment 

market active with major 
transactions observed.”

Takeshi Akagi, Head of Research, 
Japan

Strong net absorption driven by new supply 
• According to the March Tankan Survey, business sentiment of large 

manufacturers maintained high levels, albeit deteriorating for the first time in 
nine quarters on the back of surging commodity prices, appreciation of the yen 
and a tight labour market. The unemployment rate was 2.5% in March, while 
the jobs-to-applicant ratio was 1.58. 

• Net absorption in 1Q18 totalled 97,000 sqm, a strong level driven by the 
strong forward commitment of the new supply. In an environment with a 
vacancy rate of sub 3%, as well as an already high forward commitment rate 
for the remainder of the future supply in 2018, occupier demand from sectors 
including financial institutions, professional services and information and 
communications are looking at the future supply in 2019 for relocation options.

Vacancy rate remains below 3%
• New supply totalled 116,000 sqm in 1Q18, increasing stock by 1% q-o-q and 

3% y-o-y. Tokyo Midtown Hibiya (NLA 94,000 sqm) and Taiyo Life Insurance 
Nihonbashi Building (NLA 22,000 sqm) entered the market.

• The vacancy rate stood at 2.7% at end-1Q18, increasing 20 bps q-o-q and 
decreasing 10 bps y-o-y. Submarkets including Otemachi/Marunouchi and 
Akasaka/Roppongi saw vacant area increase while those including Shinjuku/
Shibuya saw further tightening.

Rent and capital value growth accelerates
• Rents averaged JPY 37,071 per tsubo per month at end-1Q18, increasing 

0.9% q-o-q and 1.7% y-o-y. This marked 24 straight quarters of growth as well 
as acceleration for the second consecutive quarter. Growth was driven by 
submarkets that saw new supply entering the market.

• Capital values grew 0.5% q-o-q and 1.2% y-o-y at end-1Q18. Growth continued 
for the 24th consecutive quarter and accelerated for the second consecutive 
quarter. In the investment market, activity increased in part due to the 
fiscal year-end. A major transaction involved the joint acquisition of Shiba 
Park Building by seven parties including Mizuho Bank and Kanden Realty & 
Development from Asia Pacific Land Group for a price undisclosed.

Outlook: Capital values to grow moderately, reflecting rent growth
• According to Oxford Economics, Japan’s real GDP growth forecast for 2018 is 

1.6% while CPI is projected to rise 1.0%. Notable risks to the outlook include 
uncertainty in the global economies and volatility in the financial markets.

• Despite new supply in 2018, the majority has already been absorbed and 
prospective occupiers are looking to 2019 for options. Vacancy is expected to 
rise slightly, sustaining moderate rent growth; capital values should remain low.

tsubo per month,  
gross on NLA

JPY 37,071 
Rental Growth Y-O-Y

1.7%

Stage in Cycle

Growth
Slowing

Tokyo

Financial Indices

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100   
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18. 
Source: JLL    

Physical Indicators
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Note: Osaka Office refers to Osaka’s 2-Ku’s Grade A office market.

“Tight demand-supply 
balance in the leasing 

market; limited supply in 
the investment market.”

Yuto Ohigashi, Associate Director - 
Research, Japan

Robust demand and limited supply continue
• According to the March Tankan Survey, business sentiment of large 

manufacturers remained at a high level at 18 points. In 1Q18, the 
unemployment rate held steady at 2.7% while the jobs-to-applicant ratio was 
relatively stable at 1.54.

• In spite of robust relocation demand sustained by business sectors including 
manufacturing, professional services and information and communication, 
net absorption was only 15,000 sqm in 1Q18. The subdued level is due to the 
difficulty in securing space given the low vacancy rate and limited supply. 

Vacancy hovers close to 1%
• No new supply entered the market in 1Q18. For full-year 2018, new supply is 

expected to total 35,000 sqm with a sole completion in Namba in 1Q18. The 
subdued level is due to the difficulty in securing space given the low vacancy 
rate and limited supply in the pipeline. 

• The vacancy rate stood at 1.1% at end-1Q18, decreasing 90 bps q-o-q and 
230 bps y-o-y. This marked the fifth straight quarter of decline. Submarkets 
including Nakanoshima saw a major decline.  

Rents and capital values continue to grow strongly  
• Rents averaged JPY 19,274 per tsubo per month at end-1Q18, increasing 2.5% 

q-o-q and 8.8% y-o-y. Growth was registered for the 15th straight quarter, albeit 
growth softened slightly. Growth was observed across the CBD, particularly in 
Umeda and Nishi Umeda.

• Capital values grew 6.9% q-o-q and 22.3% y-o-y at end-1Q18. The strong growth 
rate was mostly in line with the previous quarter reflecting rent growth and cap 
rate compression. In the investment market, domestic and foreign investors 
continued to show strong interest, leading to an increase in investment volumes. 
However, there were no major Grade A office transactions recorded in 1Q18.  

Outlook: Asset performance expected to outperform Tokyo
• According to Oxford Economics, GDP growth forecast for Osaka in 2018 is 0.3%. 

Risks to the outlook include uncertainties in the global economy and financial 
markets.

• In the leasing market, robust demand is expected to be sustained while new supply 
will remain extremely limited, equivalent to only 47% of the past 10-year annual 
average. As such, the vacancy rate is expected to remain below 2%, supporting 
the strong growth of rents. Capital values should also rise, mostly in line with rent 
growth, as further compression of cap rates is expected to be limited.

Osaka

tsubo per month,  
gross on NLA

JPY 19,274 

Rental Growth Y-O-Y

8.8%

Stage in Cycle

Rents
Rising

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100    
Source: JLL   

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.  
Source: JLL    
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Note: Seoul Office refers to Seoul’s Grade A office market.

Seoul

Amore Pacific and LG complete relocation to self-use buildings
• Overall net absorption was negative for two straight quarters due to the 

departures of Amore Pacific from Signature Tower in the CBD, and LG affiliates in 
Yeouido finalising a relocation into their owner-occupied stock, in Yongsan and 
Magok.

• Despite the slowdown in net absorption in the CBD and Yeouido, landlords in 
these districts managed to secure several notable leases, major ones included 
Amazon (1,300 pyung) and SK Telecom (550 pyung) at 101 Pine Avenue in the 
CBD; as well as Diageo Korea (900 pyung) and SV Investment (500 pyung) at Three 
IFC, showing a gradual recovery in demand.

New stock coupled with tenant departures leads to rise in vacancy
• Overall vacancy increased 217 bps q-o-q to 13.8% following scheduled major tenant 

departures in the CBD and Yeouido. Only Gangnam saw a positive net take-up 
during the quarter aided by recent move-ins and expansion activity - Hyundai Mobis 
(810 pyung) at SI Tower and Yul Chon (213 pyung) at Parnas Tower.

• During the quarter, KTCU Building (GFA 24,130 pyung) was completed in Yeouido. 
The building is 100% pre-committed by Korea Teacher’s Credit Union and KB 
Securities. KTCU moved in during the quarter and KB Securities is scheduled to 
occupy 21 floors in the building next quarter.  

Samsung SRA acquires The-K Twin Tower
• The-K Twin Tower (GFA 25,380 pyung) deal in the CBD was completed in 1Q18, 

which traded from KKR and LIM Advisors to Samsung SRA for KRW 713.2 billion at a 
record high price per pyung of KRW 28.1 million.

• Overall net effective rents declined 1.2% q-o-q as landlords have continued to offer 
rental incentives, mostly in the CBD and Yeouido due to lingering vacancy caused 
by major tenant departures in these districts.

Outlook: Occupier demand recovery in 2018 investment likely robust
• Overall demand is likely to recover aided by strong momentum in economic 

growth. Co-working players are likely to expand continuously which should 
boost office demand throughout the year. In addition, strong demand from 
startups, and the IT industry in Gangnam is also expected to lead positive net 
take-up in Seoul.

• Quality stock and keen interest from both domestic and international investors 
alike should lead to robust deal volumes in upcoming quarters, which we believe 
could reach a similar level of 2017. 

“Slowdown in net 
absorption continues 
due to major tenant 

departures.”
Sungmin Park, Head of Research, 

Korea

pyung per month,  
net effective on GFA

KRW 91,219   

Rental Growth Y-O-Y

-2.5%

Stage in Cycle

Decline  
Slowing

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Financial Indicators are for the CBD.  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Physical Indicators are for the overall market.   
Source: JLL    

Rental Value Index Capital Value Index

120

130

110

90

100

4Q13 4Q14 4Q15 4Q16 4Q17 4Q18

In
de

x



22
 –

 O
ffi

ce

Singapore

Note: Singapore Office refers to Singapore’s CBD Grade A office market in Marina Bay, Raffles Place, Shenton 
Way, and Marina Centre.

“Recovery enters into its 
fourth quarter, rents could 

return to recent peak 
within the next 12 months.”

Tay Huey Ying, Head of Research, 
Singapore

Upbeat economy bolsters demand
• CBD net absorption improved substantially in the quarter as tenants moved into 

their fitted-out premises in recently completed developments. Specifically, Marina 
One and UIC Building recorded higher occupancy rates in 1Q18 compared to 
4Q17.

• Leasing sentiment remained buoyed by the continuously expanding economy. 
Demand in 1Q18 was broad based with a mix of technology, business and 
financial services companies taking up space or setting up offices in Singapore.

Supply tightens amid improving demand and tapering completions
• Grade A office stock in the CBD held constant as there were no new en bloc 

completions in 1Q18.  Against the backdrop of steady absorption, vacancy 
declined for the second consecutive quarter in 1Q18.

• Frasers Tower (664,000 sq ft) is expected to come on stream in 2Q18 and 18 
Robinson (133,000 sq ft) in 2H18.  These are understood to have achieved an 
average pre-commitment level of at least 60% by the end of 1Q18.

Tightening supply supports rent and capital value growth
• CBD rents entered into a fourth consecutive quarter of recovery in 1Q18, 

supported by falling vacancy and the rise in pre-commitment rates for the 
upcoming developments in 2018. Rent growth was broad based with the Marina 
Bay submarket continuing to enjoy a competitive advantage.

• Capital values stayed on the growth trajectory but grew at a slightly slower pace 
than rents. In spite of a relatively quiet sales market in 1Q18, investors’ interest 
remained high. A few deals are in the pipeline and could be concluded in the 
coming quarters pending agreement of commercial terms.

Outlook: Rents to return to recent peak within the next 12 months
• Barring the materialisation of downside risks, leasing demand is foreseen to 

stay robust, driven by companies looking to upgrade their premises. Co-working 
operators, in particular, are still bullish about demand and remain keen to set up 
new centres.

• The squeeze for Grade A office space in the CBD is expected to worsen amid 
healthy demand and tapering completion. This should provide the impetus for 
further growth in rents which we expect could return to their recent peak within 
the next 12 months. This, in turn, should support further growth in capital values.

sq ft per month,  
gross effective on NLA

SGD 9.51 

Rental Growth Y-O-Y

12.7%

Stage in Cycle

Rents
Rising

Financial Indices

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for the CBD.   
Source: JLL   

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.  
Physical Indicators are for the CBD.   
Source: JLL    
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Bangkok

Strong leasing as foreign co-working operators enter the market
• Net absorption totalled more than 37,000 sqm in 1Q18, driven in large part 

by the completion of Krungsri Ploenchit Tower, the new downtown HQ for 
Krungsri/Bank of Ayudhaya, as well as occupiers continuing to move into the 
recently completed Gaysorn Tower. With healthy net absorption figures, the 
vacancy rate continued to move downward, reaching 7.3% in the quarter.

• Also in 1Q18, we witnessed the largest amount (in terms of area) of new leasing 
activity in a single quarter since 2015. Global and regional co-working space 
providers were the largest movers in the quarter with both WeWork, JustCo and 
Spaces (by Regus) each signing multiple deals.

Krungsri Ploenchit Tower reaches completion
• Krungsri Ploenchit Tower completed in 1Q18, adding 30,000 sqm to the 

market, allowing the bank to consolidate several business units that previously 
occupied various leased premises under one owned roof. The project has 
applied for and is expected to receive LEED Gold certification from the USGBC.

• With the addition of new supply in the quarter, total Grade A stock in the CBA 
reached 1.5 million sqm. 

Strong capital value growth exerts downward pressure on yields
• Rental rates continued to rise as available space in existing buildings has 

been rapidly dwindling alongside a tight supply pipeline. Average gross rents 
increased by 6.1% y-o-y while capital values increased by 8.9%. 

• With strong capital value growth driven by scarcity of development 
opportunities, rising land prices, and capital expenditure from asset 
enhancement initiatives continuing to outpace net effective rent growth, 
market yields are compressing, reaching 6.5% in 1Q18.

Outlook: Tight supply and healthy demand to push rents up
• The Metropolitan Authority of Electricity’s (MEA) new headquarters on Rama IV 

Road near the MRT Khlong Toei station is expected to complete by end-2018 
and bring 62,000 sqm (NLA) of space to the market. The project will be 100% 
owner-occupied and have no impact on the for-lease market.

• With strong pre-commitments at T-ONE, healthy gross leasing volumes in 
recent quarters and the minimal impact of new owner-occupied supply on the 
for-lease market, we expect full-year 2018 net absorption figures to meet or 
exceed record levels and exert further downward pressure on the vacancy rate, 
which should settle around the 5% mark by end-2018.

“Vacancy approaches 
a record low as supply 
continues to tighten.”

Andrew Gulbrandson, Head of 
Research, Thailand

Note: Bangkok Office refers to Bangkok’s CBA Grade A office market.

sqm per month,  
gross on NLA

THB 875 

Rental Growth Y-O-Y

6.1%

Stage in Cycle

Rents
Rising

Financial Indices

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100   
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Source: JLL    

Physical Indicators
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“Demand remains strong in 
1Q18.”

James Taylor, Head of Research, 
Indonesia

Jakarta

sqm per annum,  
net effective on NLA

IDR 3,387,990    
Rental Growth Y-O-Y

-7.8%

Stage in Cycle

Rents
Falling

Technology firms continue expanding
• Technology firms continued to be the driving force behind enquiries in the 

office market in 1Q18. E-commerce firms, fintech companies and co-working 
operators all remained active to the extent that around 15% of the space leased 
during the quarter was from these kinds of firms. 

• A broad range of other, more typical CBD occupier types also remained active 
with banks, insurance companies and professional service providers all 
exploring options. The oil, gas and mining sectors continue to show signs of 
moderate recovery after significant downsizing in the 2015 to 2016 period.

Two more grade A completions in 1Q18
• A construction boom during the years of strong demand following the Global 

Financial Crisis in 2008 was such that we now have record volumes of supply in 
the pipeline. The current wave of supply began to be delivered in 2015, which 
was a record Grade A supply year in Jakarta, followed by new record years in 
both 2016 and 2017.

• Two towers at the huge District 8 development in the prime Sudirman Central 
Business District (SCBD) were completed in 1Q18. Treasury and Prosperity 
Towers added just under 200,000 sqm to the market and the Grade A vacancy 
rate stands at a touch under 34%.

Rents continue falling
• Despite improving demand, the sheer volume of supply was such that vacancy 

rates continued to rise in 1Q18. In such a situation, many landlords remained 
flexible on rents which came down by around 1.2% q-o-q, meaning rental 
compression of around 23% has been recorded since the most recent peak in 
mid-2015.

• Despite strong interest, en bloc sales of existing assets are extremely rare in 
Jakarta. Due to the tightly held nature of the market, the most likely entry points 
for international investors are development sites or joint ventures with local 
groups with access to existing land banks. 

Outlook: Another record supply year expected in 2018
• After nearly 200,000 sqm of new space was completed in 1Q18, we expect 

another 400,000 sqm in the remainder of the year, meaning an unprecedented 
600,000 sqm of new office space is likely to be completed in the whole year.

• Despite improving demand, we do not expect net absorption levels to match 
supply. As such, the average market vacancy rate is likely to rise even further 
and many landlords are likely to remain flexible in order to capture demand. 
Single digit, quarterly rental declines are likely throughout the year.

Note: Jakarta Office refers to Jakarta’s CBD Grade A office market.

Financial Indices

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Source: JLL    
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“Vacancy stable in KL City; 
demand increasing in KL 

Fringe.”
James Short, Head of Markets, 

Malaysia

Kuala Lumpur

sq ft per month,  
gross on NLA

MYR 6.32 
Rental Growth Y-O-Y

2.9%

Stage in Cycle

Growth 
Slowing

Stable leasing demand in KL City; stronger in KL Fringe
• Despite higher oil prices, we have yet to observe a significant comeback from 

oil and gas players, which are traditional tenants in Kuala Lumpur City (KLC). 
Net absorption was highest in Kuala Lumpur Fringe (KLF), with demand mainly 
driven by shared services and co-working operators.

• Co-working operators continued to expand. A newly launched co-working 
centre in KLC did well reaching 30% occupancy within its first month of 
operation. Similarly, in KLF, take-up in a recently opened co-working centre 
was also strong, with occupancy reaching 95% within five months of operation. 
Tenants have come from IT, marketing and finance fields.

KLC vacancy stable amid no new supply 
• Total stock in KLC remained unchanged at 33.7 million sq ft. The vacancy rate 

was recorded at 14.8% in 1Q18, an increase of 15 bps q-o-q, but a decrease of 
32 bps y-o-y.

• Completion of Mercu 2 added 544,000 sq ft to the KLF submarket, which led to 
total stock reaching 17.0 million sq ft.

Rents continue to rise in KLC
• Rents in KLC rose to MYR 6.32 per sq ft per month in 1Q18, an increase of 1.1% 

q-o-q and 2.9% y-o-y.

• Wisma Mont Kiara at Jalan Kiara, which is in the Decentralised submarket (DC) 
was sold by ARA Asset Management to Al Rajhi at MYR 670 per sq ft. The 183,400 
net lettable area (NLA) building was 98% occupied, with 60% of the space 
secured until 2020. 

Outlook: Rents to moderate due to large incoming supply in 2H18
• By end- 2018, 3.1 million sq ft of space is slated to complete in KLC, while KLF 

and DC will register 1.3 million and 0.9 million sq ft of new space, respectively. 
Thus, vacancy ought to increase throughout Greater Kuala Lumpur. The large 
incoming supply in KLC is likely to put downward pressure on rentals in this 
submarket.

• Yields are expected to be under upward pressure following Bank Negara 
Malaysia’s (BNM) small increment of 25 bps on the Overnight Policy Rate (OPR) 
to 3.25% in the 1Q18. Subsequently, capital values are expected to decline 
marginally.

Note: Kuala Lumpur Office refers to Kuala Lumpur’s Grade A office market.

Financial Indices

Arrows indicate 12-month outlook    
Index base: 4Q13 = 100    
Financial Indicators are for the Kuala Lumpur City Centre. 
Source: JLL    

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Physical Indicators are for Kuala Lumpur City Centre.  
Source: JLL    

Physical Indicators
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“Rents slightly rally owing 
to the resurgence of O&O 

leasing activity.  ”
Janlo de los Reyes, Head of 

Research, Philippines

Manila 

sqm per month, 
net effective on NLA

PHP 1,028 

Rental Growth Y-O-Y

4.2%

Stage in Cycle

Growth
Slowing

Note: Manila Office refers to Makati CBD and BGC Grade A office market.

O&O and corporate occupiers drive office demand
• Renewed activity by offshore and outsourcing (O&O) firms and sustained 

demand from online gaming firms and traditional office occupiers were the 
primary drivers of take-up. However, net absorption in 1Q18 decreased by 
nearly 30% q-o-q to 82,100 sqm.

• Notable lease transactions recorded in the quarter included an O&O firm 
renewing its lease for 12,500 sqm of office space and an O&O healthcare service 
provider leasing 8,900 sqm in BGC. There were also noteworthy deals from firms 
in manufacturing and real estate-related industries.

Vacancy decreases owing to sustained demand
• The completion of two office developments, namely Circuit Makati Corporate 

Center II by Ayala Land Inc. in the fringe of Makati CBD and Vista Campus Tower 
I by Vista Land, Inc. in BGC, added approximately 48,800 sqm to total existing 
stock.

• The overall vacancy rate dipped to 1.9%, down 100 bps q-o-q.

Investment yields contract further due to rising investor interest
• Improved leasing activity from O&O firms helped push rents higher in 1Q18 to 

PHP 1,028 per sqm per month, up 1.5% q-o-q and 4.2% y-o-y. Investment yields 
continued to contract further, reaching 8.8%, as capital value growth outpaced 
rental growth at 1.9% q-o-q and 7.7% y-o-y.

• The Philippine central bank held its benchmark interest rate at 3.0%, despite 
rising inflationary pressure following the implementation of the first phase of 
the Tax Reform for Acceleration and Inclusion Act (TRAIN) which increased taxes 
on select goods. Nonetheless, foreign investors have maintained their interest 
in the market due to the favourable economic outlook of the country. 

Outlook: Stable demand prospects despite potential headwinds
• Vacancy is expected to move above 5.0% by end-2018, due to the large volume 

of incoming supply estimated at around 500,000 sqm. Nonetheless, demand for 
office space is foreseen to remain healthy with sustained supported from online 
gaming and O&O firms. 

• The Philippine government is set to re-evaluate the potential impact of the 
second phase of the TRAIN law on the O&O sector as the tax reforms pose 
the risk of increasing operating costs for these firms. Despite this, businesses 
remain keen on expanding in the Philippines and this should provide support to 
the office sector.

Financial Indices

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Source: JLL    

Physical Indicators
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Financial Indices

Physical Indicators

Relocations and upgrades buoy demand
• In general, demand for the Grade A market remained healthy with overall 

occupancy rising. Landlords continued to receive many enquiries, mostly for 
relocation and upgrade purposes, leading them to be confident in raising 
asking rents.

• A total of 2,500 sqm of space was taken up, with two recent completions 
contributing the majority. This number is lower than the 4Q17 net absorption 
figure, mostly due to the reduction of available space in newly completed 
Saigon Centre Phase 2 and Deutsches Haus. 

No new supply in 1Q18
• The quarter witnessed no new Grade A completions and total stock remained 

unchanged at 249,200 sqm as of end-1Q18. Total available space for lease in 
the market was 18,100 sqm as of end-1Q18, equivalent to an overall vacancy 
rate of 7.3%, down 100 bps q-o-q and up 290 bps y-o-y.

• Recent completions continued to experience vacancy reduction as more 
tenants moved into the buildings. Notably, Saigon Centre Phase 2 was nearly 
fully occupied after just three quarters. 

Average rent rises notably
• Overall rents rose to USD 41.9 per sqm per month, up 1.6% q-o-q and 8.3% 

y-o-y, propelled by the strong increase in rent in Deutsches Haus and slight 
increase in several mature buildings. With a decline of 30 bps q-o-q in the 
average valuation-based yield, capital values grew faster than rents, reaching 
5,719 USD per sqm, up 5.1% q-o-q.

• In 1Q18, Nomura Real Estate Development Co., Ltd. acquired a 24% 
ownership stake in Sun Wah Tower. 

Outlook: Demand continues to be positive
• The Grade A office market is expected to have no new supply in at least next 

two years. Looking forward, some suspended projects are expected to restart, 
on the back of good economic prospects and strong investor interest in this 
market.

• Vacancy may gradually tighten because of expected persistent demand in the 
market and no future supply in the short term. Demand is projected to grow 
to meet the needs of businesses in light of optimistic economic growth.

“Rise in rent alongside 
healthy demand in the 

market.”
Trang Le, Head of Research, 

 Vietnam

Note: Ho Chi Minh City Office refers to Ho Chi Minh City’s Grade A office market.

Ho Chi Minh City 

sqm per month,  
net effective on NLA

USD 41.9 

Rental Growth Y-O-Y

8.3%

Stage in Cycle

Rents
Rising

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Source: JLL    
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Financial Indices

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for the SBD.   
Source: JLL   

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Physical Indicators are for the overall market.   
Source: JLL    

Physical Indicators

Note: Delhi Office refers to Delhi NCR’s overall Grade A office market.

“Technology and co-
working sectors underpin 

strong leasing momentum; 
net absorption up 22.6% 

q-o-q.”
Ashutosh Limaye, Head of Research, 

India

Strong leasing activity pushes net absorption to two-quarter high 
• With most mid and large-sized transactions driven by expansion activity, net 

absorption was higher on a q-o-q basis. Healthy pre-commitments during the 
quarter were a marker of strong occupier demand for quality office projects. 
Technology occupiers were the most active along with co-working operators, 
which led to strong leasing momentum yet again. Demand was also observed 
from financial services, consulting and e-commerce firms.

• The CBD’s momentum turned slightly positive even as the SBD net absorption 
jumped to a ten-quarter high. Net absorption in Gurgaon was lower by 11.0% 
q-o-q, with a strong showing marred by large occupier exits. Backed by pre-
commitments in a newly-completed building and some healthy leasing in 
quality IT projects, net absorption In Noida hit a three-quarter high.   

Vacancy declines despite additions to stock
• One new completion in Noida was accompanied by refurbishments: two in the 

SBD and one in Gurgaon, contributing to 0.77 million sq ft of supply addition 
during the quarter – the lowest in four quarters. 

• The vacancy rate recorded a decline of 80 bps q-o-q to 29.2%. The vacancy rate 
continued to be low in Grade A office  buildings.

Generally modest growth in rents and capital values
• In Gurgaon, rents grew on account of continued leasing in DLF Cybercity and in 

prominent SEZ projects, although some correction was visible in other office 
corridors. Rents were up in the SBD and Noida on account of increases in select, 
quality projects. In the CBD, rents remained under pressure in older, strata-
titled properties. 

• Institutional interest remains focused on leased assets, while some 
opportunities in the upcoming supply are also being considered based on 
project quality, potential, and pre-leasing activity.

Outlook: Strong demand momentum going forward
• A strong uptick in demand is likely, backed by ongoing space enquiries and pre-

commitments from technology occupiers. However, most of these strategies 
revolve around consolidation and relocation, although expansion plans are 
also being firmed up. We expect co-working operators to continue their growth 
momentum even as financial services, e-commerce, consulting and high-end IT 
firms are also likely to drive space demand. 

• We expect rent growth to be driven by quality existing and upcoming buildings, 
which have seen, or likely to see future commitments.  Quality leased assets are 
likely to drive capital value growth, with further yield compression to come.

sq ft per month,  
gross on GFA

INR 140

Rental Growth Y-O-Y

1.7%

Stage in Cycle

Rents
Rising

Delhi

CompletionsTake-Up (net)
Future Supply Vacancy Rate
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Mumbai

Financial Indices

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for the SBD BKC.  
Source: JLL   

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Physical Indicators are for the overall market.  
Source: JLL    

Physical Indicators

“Mumbai witnesses 
increased demand from 

co-working operators; net 
absorption increases by 

39% y-o-y.”
Ashutosh Limaye, Head of Research, 

India

Net absorption increases y-o-y
• Mumbai recorded net absorption of 1.9 million sq ft in 1Q18, which marked an 

increase of 39% y-o-y; however, net absorption decreased by 21% q-o-q. Co-
working operators accounted for a significant share of take-up in 1Q18. 

• IT/ITes, BFSI, consulting, logistics, and media & communication continued to 
be key sources of office demand in Mumbai.

Four buildings commence operations
• In 1Q18, four projects added 2.8 million sq ft to the Mumbai office stock. Navi 

Mumbai witnessed the addition of 2.3 million sq ft to stock over the quarter.  

• Mumbai’s total stock stood at to 117.01 million sq ft at the end of 1Q18. 

Rents down in CBD and Navi Mumbai, up elsewhere
• Although rents rose in most submarkets of Mumbai, overall rents moved lower 

due to downward pressure exerted from an ongoing decline in the CBD and a 
drop recorded in Navi Mumbai, which was the result of new supply. 

• Capital value movements generally tracked rents and as such, yields held 
relatively stable. Institutional interest remains focused on leased assets.

Outlook: Net take-up to rise amid balanced market conditions 
• IT/ITeS and BFSI firms are likely to remain the key drivers of demand for quality 

office space, while other sectors such as consulting, logistics, and media 
and communication, are notable contributors in select submarkets. The rise 
of co-working operators is likely to continue, in particular in the SBD and 
Suburban submarkets. With some upcoming projects having modest pre-
commitments, this may lead to some delayed completions. This, coupled with 
healthy demand, may see overall vacancy decline. Owing to affordable rentals, 
the Suburban submarket is likely to be favoured amongst IT/ITeS and cost-
conscious tenants. 

• Robust demand for quality leased assets from real estate funds, foreign 
institutional investors, private equity companies and family offices is expected 
to be sustained. Nonetheless, yields are likely to hold relatively stable. 

sq ft per month,  
gross on GFA

INR 214

Rental Growth Y-O-Y

1.4%

Stage in Cycle

Rents
Rising

Note: Mumbai Office refers to Mumbai’s overall Grade A market.
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Bengaluru

Financial Indices

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for the SBD.   
Source: JLL   

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Physical Indicators are for the overall market.  
Source: JLL    

Physical Indicators

“Demand stabilises in 
Bengaluru as corporates 

continue to expand 
operations.”

Ashutosh Limaye, Head of Research, 
India

Net take-up rebounds in the SBD
• Demand remained stable in 1Q18 as leasing activity and pre-commitments by 

occupiers were good. The SBD contributed to most of the leasing activity in 
1Q18, as it is the most preferred submarket by occupiers for good quality space. 
Meanwhile, Whitefield saw tenant exits and subdued leasing activity. 

• Key occupiers who leased space in 1Q18 included Arris, Anthem, CSG, Standard 
Chartered, Molex KOCH, Digicaption (Deluxe Entertainment), Covance and 
WeWork.

Bengaluru office vacancy increases marginally
• Four buildings started operations in 1Q18 adding 2 million sq ft to the total 

stock, which stood at 110 million sq ft at the end of 1Q18. Most of the buildings 
became operational with more than 50% occupancy levels.

• Vacancy increased marginally by 40 bps q-o-q to 3.6% in 1Q18, in large part due 
to the new completions. 

Rents increase across most parts of the city
• Overall rents increased nearly 2% q-o-q in 1Q18.  

• Although Whitefield reported weak net absorption, vacancy remained below 3% 
and this allowed landlords to raise rents as the market remained tiled in their 
favour.  

Outlook: Pre-commitments likely to keep vacancy below 5%  
• The supply pipeline is likely to grow in the coming years as strong fundamentals 

and low vacancy have supported the launch of more new projects. 
Furthermore, the work on buildings already under-construction has been 
making good progress.  

• Rents are likely to show moderate growth amidst good occupancy levels, 
while yields may be under further downward pressure from sustained investor 
interest. 

Note: Bengaluru Office refers to Bengaluru’s overall Grade A office market.

sq ft per month,  
gross on GFA

INR 78.6  

Rental Growth Y-O-Y

5%

Stage in Cycle

Rents
Rising

Rental Value Index Capital Value Index
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Multinational firms expand in the CBD
• Net absorption for the quarter totalled -7,000 sqm. This figure was largely 

impacted by the relocation of RailCorp (14,398 sqm) to Burwood (an untracked 
market). Positive leasing activity included a number of multinational 
organisations expanding in the Sydney CBD including: China CITIC Bank 
International and China Everbright Limited (a new entrant to the market).

• WeWork continued its expansion in the Sydney CBD, leasing space in 403 
George Street (4,000 sqm) and pre-committing to the York & George mixed-
use development at 379-385 George Street (4,000 sqm). This will increase the 
number of WeWork tenancies in Greater Sydney to five (23,500 sqm).

Secondary vacancy rate at the lowest level since 2001
• The largest development currently under construction in the Sydney CBD is 

Wynyard Place, 10 Carrington Street (56,647 sqm). Larger pre-commitments 
include: National Australia Bank (24,301 sqm) and Allianz (8,282 sqm).

• CBD vacancy remained broadly stable at 5.5% in 1Q18. Strong demand for 
secondary space has resulted in the secondary grade vacancy falling by 0.9 
percentage points to 4.9% over 1Q18 - the lowest level since 2001.

Strong investment activity over the quarter
• We recorded eight office asset transactions in the Sydney CBD over 1Q18, 

totalling AUD 1.67 billion. The largest transaction was AMP Capital selling a 
33% share in the Quay Quarter development for AUD 900 million to Australian 
superannuation fund REST Industry Super.

• The prime (4.63%-5.00%) and secondary (4.75%-5.50%) yield ranges remained 
unchanged in 1Q18. Multiple capital sources remain active in the Sydney market 
and product availability over 1H18 will provide insight into pricing benchmarks. 

Outlook: CBD vacancy projected to tighten over 2018
• Net absorption is forecast to be positive for 2018, but will remain well below 

the 20-year annual average of 48,500 sqm. Below trend net absorption is not a 
reflection of weak demand, but a function of limited contiguous space. Tenant 
demand over 2018 and 2019 is likely to be expressed through pre-commitments 
to new developments.

• Withdrawal activity is expected to continue over 2018, though not at the 
levels we have seen over the past two years. However, this will likely result 
in the Sydney CBD contracting in size for a second consecutive year in 2018. 
Stock withdrawals will be a combination of office refurbishments, office 
redevelopments and conversion to hotel use.

“Co-working operators are 
expanding their footprint 
in Sydney with WeWork’s 

Sydney portfolio increasing 
to 23,500 sqm.  

Andrew Ballantyne, Head of Research, 
Australia

Sydney

sqm per annum,  
gross effective on NLA 

AUD 997

Rental Growth Y-O-Y

16.3%

Stage in Cycle

Growth
Slowing

Note: Sydney Office refers to Sydney’s CBD office market (all grades). 

Financial Indices

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.  
Source: JLL    

Physical Indicators
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Note: Melbourne Office refers to Melbourne CBD office market (all grades). 

“Net absorption 
accelerates in Melbourne’s 
CBD office market in 1Q18.” 

Annabel McFarlane, Director – 
Research, Melbourne

Positive leasing enquiry and activity to start 2018
• Net absorption for 1Q18 (36,700 sqm) was well above the long-term  

10-year average (18,200 sqm). Flexible space operators emerged as significant 
contributors, with Space & Co, Hub Australia and Clear Edge Offices all 
expanding their operations. 

• Leasing activity has flowed through to the pre-commitment market. Six new 
pre-lease deals completed in the quarter and the most significant will anchor 
two new CBD office projects. John Holland (7,700 sqm) pre-committed to 
Flinders Gate at 180 Flinders Street; Energy Australia (21,570 sqm) will be the 
anchor tenant at Two Melbourne Quarter.   

A sharp reduction in the Melbourne CBD vacancy rate  
• Minimal supply over the last 18 months has resulted in CBD vacancy tightening 

to the lowest level in almost a decade at 5.4%. However, vacancy is expected 
to increase as supply picks up next quarter. 664 Collins Street (26,000 sqm) will 
complete in 2Q18 and while the development is 100% pre-committed, backfill 
space will emerge. Seven projects are due to complete by the end of 2019 with a 
pre-commitment rate of 93%. 

• Approximately 665,000 sqm will be delivered to the market over the next five 
years. However, vacancy is expected to remain contained (below 8.0%) through 
the peak supply years 2019/2020 with some backfill space being withdrawn 
from the market for refurbishment. 

Office transaction volumes total AUD 1.4 billion in 1Q18 
• Yields remain broadly stable but at record lows. Melbourne’s CBD prime office 

market yields remain at 4.75-5.50% but Melbourne fringe prime office yields 
tightened at the softer end to 5.25% and 6.50% as investor return expectations 
shift lower. 

• Melbourne effective rental growth picked up in 1Q18. CBD prime and 
secondary gross effective rents have increased by 10.9% y-o-y and 11.6% y-o-y, 
respectively. Prime fringe gross effective rents have also increased significantly 
over the year (10.3% y-o-y). SES prime market is benefiting from a hiatus in the 
development pipeline (9.7% y-o-y).

Outlook: Lack of prime contiguous space to curtail net absorption
• Melbourne’s CBD office market supply cycle is expected to pick up and accelerate 

over 2018-2020. Vacancy is expected to remain at or around current low levels 
throughout 2018, before increasing over the medium term as supply increases. 

• The strong medium-term effective rental growth outlook supports prime yields 
at current levels. 

Melbourne

sqm per annum,  
gross effective on NLA

AUD 518  
Rental Growth Y-O-Y

10.9%

Stage in Cycle

Rents
Rising

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.  
Source: JLL   
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Leasing market recovery gathers momentum in 1Q18
• CBD net absorption in 1Q18 was 15,300 sqm, while the Near City recorded 

20,100 sqm. The combined net absorption of 35,400 sqm for 1Q18 is the 
second strongest quarterly result over the past five years.

• The strength in the small tenant market (<1,000 sqm) continues, accounting 
for more than 70% of net absorption across the entire office market in 
Brisbane.

CBD prime grade vacancy moves into single-digit territory
• The solid demand and limited supply of new space caused vacancy in 

the Brisbane CBD to decline to 13.9%. The prime market has significantly 
tightened over the past 12 months, from 13.1% in 1Q17 to 8.5% in 1Q18. 
Tenants are continuing to upgrade their office space, resulting in a sharp 
reduction in prime grade vacancy. Secondary vacancy remained elevated at 
19.7%. There were no new completions in 1Q18 and there is only one project 
currently under construction in the CBD.

• Vacancy in the Brisbane Fringe market declined to 15.6% in 1Q18. The 
Fortitude Valley precinct has become the tightest market in the fringe with 
vacancy of 12.2%, followed by South Brisbane at 12.6%. There are only 
two projects under construction in the fringe market, both of which are in 
Fortitude Valley and due for completion in 2018.

Yield spread declining as vacancy improves
• Prime yields at the lower end tightened in 1Q18 to bring the range to between 

5.25%-6.75%. The range has fallen from 200 bps to 150 bps over the past 12 
months as the fundamentals of the market improved and investors have 
become increasingly willing to target lower quality assets. 

• Effective rents in the Brisbane CBD appear to have stabilised, after a period 
of decline due to rising incentives. As of 1Q18, average prime gross face rents 
were AUD 717 per sqm per annum (+2.8% y-o-y) and incentives were 38.7% 
(+2.1 percentage points).  

Outlook: CBD vacancy expected to remain stable over 2018
• With major moves by Aurecon and Aurizon out of the CBD to the Fringe, 

vacancy in the CBD is expected to remain stable for the rest of 2018. Vacancy 
is expected to slightly increase as new projects reach completion and residual 
space comes to the market.

• CBD office market yields are expected to be close to their peak. Some 
compression is possible at the tighter end if any of the best quality assets 
come to market.

“Strong net absorption in 
Brisbane CBD to start 2018.”
Andrew Ballantyne, Head of Research, 

Australia

Note: Brisbane Office refers to Brisbane’s CBD office market (all grades).

Brisbane

sqm per annum,  
gross effective on NLA

AUD 388 

Rental Growth Y-O-Y

-0.3%

Stage in Cycle

Rents
Stable

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18..  
Source: JLL     
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Auckland 
“Vacancy stays minimal 

amongst high-grade 
buildings, supporting the 
significant tranche of new 

supply under construction.” 
Tom Barclay, Head of Research,  

New Zealand

Occupier demand resilient
• Demand continues to outstrip supply within the prime segment of the market, 

supporting a low vacancy rate and strong pre-leasing across the development 
pipeline. Expansion of the occupier footprint has been buoyed by several 
years of supportive economic conditions and strong increases in positive net 
migration which have driven higher levels of white collar employment.

• Vacant space within the CBD market is held primarily within non-premium 
grade buildings, where demand is weaker. Occupiers moving up the grade scale 
are leaving a growing amount of backfill space. 

Premium vacancy up marginally on cyclically low 
• Premium vacancy increased marginally over 2H17 to 1.8%. Robust occupier 

demand is forecast to keep vacancy at similar levels until the delivery of 39,000 
sqm of premium space in 2H19 at the Commercial Bay development. 

• In addition to Commercial Bay, a number of smaller Grade A premises are 
currently under construction, primarily located in the Viaduct Harbour Precinct.

Offshore buyers remain keenly interested in office assets
• The weight of offshore capital continued to drive the investment market, off-

market activity is growing.  

• The average prime yield firmed by 7 bps in 1Q18 to 5.98%. There is potential 
for further yield compression this cycle; a 50% stake in the ANZ Centre, one of 
Auckland’s four premium towers, is currently on the market and will likely set a 
new benchmark. 

Outlook: Prime rental rates forecast to see further growth
• Prime rental rates are forecast to see further increases over the next 12 months.  

Growth within the secondary market is forecast to peak by the end of the year. 

• The shift away from the mid-town market is expected to continue gaining 
momentum over 2018, with occupiers moving to the more popular Viaduct 
Harbour and Wynyard Quarter areas as new supply comes online. 

Note: Auckland Office refers to Auckland’s CBD and Viaduct Harbour office markets.

sqm per annum,  
net on NLA

NZD 490

Rental Growth Y-O-Y

1.8%

Stage in Cycle

Growth
Slowing

Financial Indices

For 2013 to 2017, take-up, completions and vacancy rates are year-end
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18,
while future supply is for 2Q18 to 4Q18. 
Source: JLL 

Arrows indicate 12-month outlook 
Index base: 4Q13 = 100 
Source: JLL 

Physical Indicators
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Hong Kong

Revival in tourism and retail sales is yet to be fully reflected
• Buoyed by the Chinese New Year holiday, total visitor arrivals rose 9.9% y-o-y 

in January-February, with mainland visitors surging 13.6% y-o-y. Retail sales 
recorded double-digit growth over the same period, up 15.6% y-o-y, with 
the sales of electrical goods and other consumer durable goods posting the 
strongest growth, up 27.9% y-o-y.

• Leasing activity continued to be dominated by cost-saving initiatives in core-
locations. Mass retailers, notably personal care, pharmacies and local ‘mom 
& pop’ retailers drove leasing momentum in 1Q18, whilst luxury retailers 
remained cautious in their expansion plans.

Market welcomes completion of new shopping centres
• The market saw the completion of the Link REIT’s renovation project, T.O.P. 

This is Our Place at 700 Nathan Road in Mongkok (about 114,000 sq ft); 
scheduled to open in 2Q18.

• V Walk (298,000 sq ft), the retail podium of residential development Cullinan 
West in Nam Cheong, obtained its Occupation Permit (OP) in December 2017. 
Meanwhile, the extension of Maritime Square in Tsing Yi (130,243 sq ft) was fully 
leased upon its official opening in January.

Rentals on High Streets show signs of stabilisation
• The decline in high street shop rents further narrowed in 1Q18, down 0.6% q-o-q, 

compared with a 1.8% q-o-q decline in 4Q17. Supported by an uptick in sales at 
individual premium prime shopping centres, the rental value of overall prime 
shopping centres edged up by 0.3% q-o-q.

• Investors continued to focus on neighbourhood-orientated properties. A portion 
of Hsin Kuang Centre in Wong Tai Sin (95,430 sq ft) was reportedly sold for HKD 
906 million to an investor associated with a local food and beverage group.

Outlook: Investors more optimistic on the market’s outlook 
• Despite all market indicators showing positive growth, we still anticipate an ‘L-shaped’ 

recovery in the leasing market ahead as demand remains largely underpinned by 
mass market retailers with stretched affordability. As such, we expect rental values 
across all retail property types to increase in the range of 0-5% in 2018.

• In spite of the potential for further interest rate hikes, retail properties should continue 
to capture the interest of investors looking to buy into the market recovery. As a result, 
we expect capital values of high street shops to grow by 0-5% in 2018, in tandem with 
rental values.

“Market remains on track for 
recovery against improving 

visitor arrivals and retail 
sales.”

Terence Chan, Head of Retail,  
Hong Kong

sq ft pm, 
net on GFA

HKD 432.3
Rental Growth Y-O-Y

-7.5%

Stage in Cycle

Decline  
Slowing

Note: Hong Kong Retail refers to Hong Kong’s overall prime shopping centres and high street retail markets.  

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    

CV Index (High Street Shop)
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Beijing

Entertainment tenants expand with new-format cinemas
• New-format cinemas entered the market: boutique cinema Huaxia Cinemas 

opened at Beijing Uni Fans and Wanda Hoyts Cinema opened with a dedicated 
children’s screening room at Beijing Hopson One. Other cinema operators were 
committed to opening new-format cinemas or looking for projects to open 
these cinemas.

• ‘New retail’ supermarkets pushed ahead with expansion plans, with several new 
openings across the city.

One project opens after peak supply quarter
• Following a record supply quarter, just one small project came online. Beijing 

Uni Fans opened in the Urban market with high commitment. Covering an area 
of 40,000 sqm, the property is positioned as an F&B and lifestyle project and 
features two new retail supermarkets: the Tencent-backed Super Species and 
JD.com’s unmanned supermarket.

• Guiyou Department Store re-opened after renovations and introduced several 
F&B and entertainment tenants to attract nearby white-collar workers. North 
Star Department Store closed.

Suburban rental growth doubles that of Core market
• Rental growth remained slow, but steady. Suburban rental growth doubled 

that of the Core market, recording 1.0% q-o-q growth. Urban rents grew at the 
slowest pace, recording 0.3% q-o-q growth. Market-leading suburban malls 
continued to perform well; Longfor’s Paradise Walk Daxing reported remarkable 
rental revenue growth for 2017.

• CapitaLand announced the sale of CapitaMall Cuiwei to Vanke’s commercial 
property arm SCP Group, which teamed up with Triwater Asset Management for 
the deal. The sale belonged to a portfolio deal that included 20 shopping malls 
in 19 mainland Chinese cities for a total transaction price of 8.4 billion RMB.

Outlook: Children’s, F&B themes to remain a fixture
• Children’s retailers and F&B tenants will remain popular. Children’s themes are 

set to dominate or serve as the sole focus for a growing number of new malls in 
the Suburban market.

• New supply in the Urban market will start to taper off in 2018, as fewer projects 
enter the urban areas; much of the new supply over the coming year will be 
located in traditional retail precincts, such as the CBD and Chongwenmen. 
Pending delays, a large amount of new supply will enter the suburban areas, 
targeting Daxing and Tongzhou.

“Landlords use new-format 
cinemas to tap into growing 
entertainment and lifestyle 

demand.”
Joe Zhou, Regional Director - Capital 

Markets, China

sqm per month,  
net effective on NLA

RMB 875  
Rental Growth Y-O-Y

1.8%

Stage in Cycle

Growth  
Slowing

Note: Beijing Retail refers to Beijing’s Urban retail market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL 

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Retailers diversify offerings to capture more target customers
• “New retail” supermarkets such as Alibaba’s He Ma Xian Sheng diversified their 

offers by incorporating more prepared foods in designated “food court” space. 
Sports brands such as Adidas continued to open new storefronts under sub-brands 
targeting specific consumer segments - highlighting growing competition in the 
fitness space.

• Landlords of malls such as Joy City and Mosaic stepped up the use of large-scale 
entertainment concepts in an attempt to draw foot traffic to upper floors with 
unique shopping experiences. Children‘s shops such as dancing and piano schools 
gained traction as mini-anchors for large decentralised malls.

Seven decentralised projects deliver 369,000 sqm
• The decentralised supply wave continued with seven new completions, including 

the refurbished urban outlet UMAX in Wujiaochang and retail podium Helen Center 
in Hongkou. Five new openings were community malls: Colourlife Plaza and 
Star Mall in Minhang, Oriental Fisherman’s Wharf in Yangpu, Kingboard Plaza in 
Changning, and Sunny Walk in Xuhui.

• Vacancy slightly decreased to 9.1% in prime areas a result of improved occupancy 
in repositioned mature projects. Vacancy increased to 9.6% in the decentralised 
market as elevated vacancy in some new malls pulled up the market average.

Rental growth moderates
• Open-market ground floor base rents increased by 1.8% y-o-y to RMB 51.2 per sqm 

per day. Decentralised rents rose 1.1% y-o-y to RMB 20.0 per sqm per day. Rental 
growth decelerated in both markets, in part due to a slowdown in expansion by F&B 
brands, following an extended period of rapid store openings.

• Three decentralised properties were transacted for a total of RMB 3.2 billion, 
including Amanda Plaza in Putuo, Zijing Plaza in Yangpu, and O’Mall in Minhang.

Outlook: Investors are becoming more keen on retail assets
• After several quiet quarters, investors are increasingly searching for value-added 

opportunities in retail assets amid rising financing costs. Retail assets that 
successfully pair retail space with other property concepts (such as co-working) 
have become particular targets of investor interest.

• As overall demand remains robust and supply is expected to fall after 2019, we 
expect vacancy and rental growth to undergo a recovery from next year, particularly 
as “new retail” concepts help provide the sector with new growth engines.

Shanghai
“Investors become more 

enthusiastic for retail assets.”
Joe Zhou, Regional Director -  

Capital Markets, China sqm per day,  
net on NLA

RMB 51.2 
Rental Growth Y-O-Y

1.8%

Stage in Cycle

Growth
Slowing

Note: Shanghai Retail refers to Shanghai’s overall prime and decentralised retail markets.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for the Prime market.  
Source: JLL   

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Physical Indicators are for the Prime market.   
Source: JLL    
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Shenzhen

“New retail” increasingly popular as new anchor tenants
• Overall leasing demand was stable in 1Q18. Core precincts in the urban area 

remained the top location choice for retailers’ expansion. Meanwhile, suburban 
precincts also saw active expansion particularly from F&B brands, leading to 
improved occupancy in some suburban malls. 

• Traditional supermarkets were falling out of favour in core precincts, and their 
place was taken by new anchor tenants with higher sales productivity, like “new 
retail” featuring online-offline integration and upmarket supermarkets; both are 
sought-after by young consumers.

Overall vacancy rate steadily declines
• One community mall of 65,000 sqm (GFA) opened in Longgang, a suburban 

precinct, in the quarter. The mall is located close to a metro station and was 
almost fully occupied upon opening.

• The majority of malls saw stable vacancy rates in the quarter. In the urban 
area, a few malls managed to improve occupancy through on-going tenant 
adjustments, contributing to a lower urban vacancy rate. Meanwhile, steady 
absorption in suburban precincts and high occupancy in the new completion 
led to the decline of the suburban vacancy rate.

The prospect of Greater Bay Area attracts investor enquiries
• Rental growth remained limited as most landlords kept rents unchanged, with 

growth mainly coming from core precincts. Nanshan district, in particular, drove 
growth, as the district’s prime malls saw increased enquiries and steady rental 
increases amidst a continual inflow of residents and working population.

• Investment sentiment was warming as institutional investors, both international 
and domestic, showed growing interest in Shenzhen’s large malls. Their 
enquiries were focused on mature precincts; while for the suburban area, they 
showed cautiousness because of the area’s upcoming supply boom.

Outlook: Malls with diversified trade-mix to outperform 
• An upcoming supply boom and competition amongst malls with similar 

offerings will require landlords to be more proactive in their positioning 
and operational strategies. We expect malls to offer more diversified trade-
mixes, with a focus on upmarket and lifestyle brands tailored towards young 
consumers.

• Over 0.9 million sqm of supply is expected in the next 12 months, which should 
push the overall vacancy rate up. Nonetheless, we maintain our optimistic 
outlook on mature retail properties, and urban precincts are expected to see 
faster rental growth than suburban areas.

“Upcoming supply peak 
to compel landlords to 

fine-tune positioning and 
improve operations.”

Silvia Zeng, Head of Research,  
South China

sqm per month,  
net on NLA

RMB 945
Rental Growth Y-O-Y

2.7%

Stage in Cycle

Rents
Stable

Outlook: Shenzhen Retail refers to Shenzhen’s overall prime retail market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL 

For 2013 to 2017, completions are year-end annual. For 2018,
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18 
Source: JLL      
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Selected large-scale retail facilities posting record sales
• Selected large-scale retail facilities including Tokyo Midtown recorded 

historically high revenues in March 2018. Department store sales in Tokyo 
posted an increase of 0.6% y-o-y in February, demonstrating continuous 
growth but slowing due to the impact of ill weather. However, it is supported 
by inbound demand on the back of the Chinese New Year. Visitor arrivals 
continued to set new records, supporting an increase in tourist consumption of 
17.8% y-o-y in 2017.

• Healthy demand continued to come from international retailers and F&B 
operators in 1Q18. New store openings included Onitsuka Tiger alongside 
Chuo-dori and Louis Vuitton alongside Namiki-dori in Ginza.

Tokyo Midtown Hibiya completes
• March saw the grand opening of the 35-storey above-ground Tokyo Midtown 

Hibiya. The office-led mixed-use building with GFA 189,000 sqm offers a retail 
podium on B1-7F, with a cinema complex and park view garden. Located near 
the crossing Ginza Chuo-dori in Ginza and Naka-dori in Marunouchi, the project 
has improved the markets’ connectivity and is expected to expected to visitors.

• The Ginza Hankyu Building started construction at the former Tokyo Chusha 
Building site at a corner lot of Namiki-dori and Matsuya-dori crossing. The 
11-storey project, designed for retail and F&B use, has GFA of 2,900 sqm and is 
scheduled for completion in 2019.

Rents continue to slow at near peak levels
• Rents averaged JPY 79,490 per tsubo per month in 1Q18 and continued to 

remain stable in the quarter at pre-peak levels. Annual growth was recorded at 
0.5%, slowing further from 0.9% in the previous quarter.

• Capital values decreased 0.1% q-o-q and increased 3.0% y-o-y in 1Q18, as rents and 
cap rates remained stable. In the investment market, volume was constrained due 
to limited supply, in spite of strong interest from various investors including those 
looking for immediate investment on the back of rising stock prices.

Outlook: Rents and capital values to stabilise
• According to Oxford Economics, private consumption is expected to grow 1.0% 

in 2018, amid improvements in environmental conditions. 

• In spite of limited vacant space and healthy demand expected in the 
foreseeable future, further rental increases are likely to be limited as current 
levels have approached the pre-peak levels. With cap rates expected to hold 
stable, capital values are likely to move more closely in line with rents.

Tokyo
“Connectivity between Ginza and 
Otemachi/Marunouchi improves 
with new completion in Hibiya; 
investment volume constrained 

given limited supply.”
Takeshi Akagi, Head of Research, Japan

tsubo per month, 
gross on NLA

JPY 79,490
Rental Growth Y-O-Y

0.5%

Stage in Cycle

Growth
Slowing

Note: Tokyo Retail refers to the prime retail markets of Ginza and Omotesando.

Financial Indices

Retail Sales

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Source: JLL   

Source: Ministry of Economy, Trade and Industry 
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Seoul

Retail sales show signs of further recovery
• Sales in the retail sector remained positive, hinting a recovery in consumption 

is on track; however, consumer sentiment declined due to uncertainty related 
to interest rate hikes and a clampdown from the government on the housing 
market. The downturn in foreign tourist arrivals moderated to -16.5% y-o-y in 
February, as visitation from Japan and Southeast Asia recovered.

• For high streets, leasing activity during the quarter was focused in Gangnamdaero 
and led by healthy and beauty retailers. CHICOR (151 pyung) and LUSH (99 pyung) 
opened new flagship stores, both of which added more vibrancy to the Gangnam area.

Korea’s first Apple Store opens in Garosugil
• Apple’s flagship store (total GFA 1,287 sqm) was finally completed in Garosugil 

during the quarter. The global tech giant signed a 20-year lease and its presence 
has driven more foot traffic in Garosugil.

• High street vacancy increased 406 bps q-o-q to 13.0%, due to departures of fashion 
retailers, namely Y CONCEPT and Hollister in Garosugil, and Louis Quatorze in 
Cheongdam. For shopping malls, occupancy modestly increased thanks to a 
successful tenant remix in IFC Mall and stable occupancy across other shopping 
malls.

Rent performance slightly improves
• Overall high street rents increased (0.3% q-o-q) driven by Garosugil and 

Gangnamdaero, thanks to their strong foot traffic and recent new store 
additions. Shopping mall rental performance slightly improved, up 0.4% q-o-q, 
aided by the positive retail sales performance in 1Q18.

• Investment activity in the retail sector slowed during the quarter as the majority 
of deals focused on smaller, lower quality properties transacted between 
private investors. The biggest deal involved Gwangmyung Building near Sinsa 
station, which traded between private investors for KRW 78 billion.

Outlook: Consumption expected to improve throughout the year
• Spending is likely to improve, underpinned by government policy aimed at 

boosting consumption, such as minimum wage hikes and public sector hiring. 
Additionally, an anticipated recovery in Chinese visitors should help improve 
sentiment in key tourist areas. 

• Rental performance is likely to improve in tandem with a recovery in retail sales 
and sustained demand for prime retail space; however, strong growth of online 
sales may act as a headwind. Private investors will lead investment activity in high 
streets whereas shopping mall sales volumes may be limited, due to the tightly-
held nature of malls.

“Recovery in consumption is 
on track in light of positive 

growth in retail sales.”
Sungmin Park, Head of Research, 

Korea

pyung per month, 
net on NLA

KRW 1,960,290   
Rental Growth Y-O-Y

-1.3%

Stage in Cycle

Rents
Falling

Note: Seoul Retail refers to Seoul’s prime retail market.

Financial Indices

Retail Sales

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial indicators are for Myeondong.   
Source: JLL   

Source: Statistics Korea  
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Singapore
“Rents in Orchard and 
Suburban submarkets 

stabilise as business and 
consumer sentiment 

strengthens.”
Angelia Phua, Director - Research, 

Singapore

sq ft per month,  
gross effective on NLA  

SGD 33.28 
Rental Growth Y-O-Y

-1.5% 

Stage in Cycle

Decline
Slowing

Leasing activity is firm
• Retail sales (excluding motor vehicles) recovered from a weak start in 2018, 

rising 13.0% y-o-y in February, after an 8.6% y-o-y drop in January. The recovery 
was largely due to stronger sales recorded this year when Chinese New Year 
fell in February. For full-year 2017, retail sales rose 1.2% y-o-y, reversing three 
consecutive years of decline. 

• The stronger than expected economic recovery lifted business sentiment 
and sustained occupier demand in the Orchard and Suburban submarkets. 
Occupier demand in the Marina submarket rose as landlords were more 
realistic with rent expectations and more receptive to changes in tenant mix to 
draw in longer-term tenants. F&B dominated leasing demand.

Stable vacancy in Orchard and Suburban amid lack of new supply 
• Retail stock remained stable as there were no new retail openings or withdrawals.

• In the absence of new supply, firm occupier demand kept vacancy rates in 
the Orchard and Suburban submarkets relatively stable. Coupled with the 
limited supply, vacancy in the Marina submarket declined following changes in 
landlords’ leasing strategy which lifted occupier demand.

Rents stabilising in Orchard and Suburban 
• While rents for prime retail space in the Orchard and Suburban submarkets were 

showing signs of stabilising, rents for prime retail space in the Marina submarket fell 
as landlords lowered rent expectations and made changes to tenant mixes, which 
drew in longer-term tenants, instead of filling vacant spaces with pop-up stores.  

• In 1Q18, investment interest picked up with total investment sales volume and 
value higher by about 28% and 45%, on a q-o-q basis, respectively. Shophouses 
contributed the bulk of investment sales volume and value as this asset class is 
highly sought after for its heritage status.

Outlook: Modest rent growth expected in Orchard
• Alongside sustained economic growth, a gradual improvement in occupier 

demand and limited new supply, the vacancy rate in the Orchard submarket 
is expected to decline. The upcoming new supply in the Marina and Suburban 
submarkets will lift vacancy rates higher in the short term.

• While rents of prime spaces in the Orchard and Suburban submarkets are 
expected to remain relatively stable with modest upside potential, the Marina 
submarket is expected to lag in performance, with rents extending the decline 
in the short term. Capital values are expected to move in line with the rental 
trends, keeping yields relatively stable.  

Note: Singapore Retail refers to Singapore’s Orchard, Marina and Suburban retail markets.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for Orchard Road.  
Source: JLL   

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Physical Indicators are for the overall market.   
Source: JLL    
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Bangkok
“Bangkok’s vibrant retail 

market continues to draw 
new foreign brands while 

existing foreign brands pursue 
expansion strategies.”

Andrew Gulbrandson, Head of 
Research, Thailand

sqm per month,  
gross on NLA

THB 2,518  
Rental Growth Y-O-Y

1.6%

Stage in Cycle

Rents
Rising

New F&B and fashion tenants continue to lead expansion activity 
• Net absorption totalled more than 47,000 sqm in 1Q18, driven by the 

completion of a new IKEA location and numerous tenants moving into newly 
renovated space at CentralPlaza Rama III, CentralWorld and Siam Paragon. 

• International retailers continue to show strong interest in entering the Bangkok 
market, as well as expanding their existing footprints. Two global brands, 
Adidas (Adidas Originals) and Mi (Mi Store) opened flagship locations, while 
at least five other international brands launched their first stores in the city 
including Le Tao Café, Chateraise, John Henry, Takeo Kikuchi and Tokyo Milk 
Cheese Factory.

Southeast Asia’s largest IKEA completes at CentralPlaza Westgate
• The only new prime grade retail project to complete in 1Q18 was the IKEA at 

CentralPlaza Westgate. The new store is IKEA’s largest in Southeast Asia with an 
NLA of nearly 29,000 sqm. 

• With the new IKEA location completing, prime retail stock increased by 0.9% 
q-o-q to 3.2 million sqm NLA while the vacancy rate decreased to 4.3% in 1Q18.

Market yields continue moving downward as capital values rise
• Gross rents increased by 1.6% y-o-y against improving consumer confidence 

and limited availability of prime retail space.

• Capital values rose by 3.3% y-o-y driven by ongoing asset enhancements and 
rising land values, causing market yields to compress by 20 bps. 

Outlook: Asset enhancements should push capital values up
• Leading developers should continue to direct their capital expenditure towards 

asset enhancements in order to maintain or improve competitiveness in the 
market. Ongoing investment is expected to continue to drive capital values 
higher, likely putting downward pressure on yields.

• Digital technologies continue to disrupt the retail market. The Mall Group is 
developing a digital marketing platform for promoting personalised offers in 
their offline stores and to create a streamlined digital experience for individual 
customers in real time. Meanwhile, CPN has partnered with six major local 
banks for developing QR Code payment processing with the aim to offer 
quicker, more efficient payment processing in their retail stores.   

Note: Bangkok Retail refers to Bangkok’s prime retail market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100    
Source: JLL   

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Jakarta
“F&B and entertainment 
tenants remain active.”

James Taylor, Head of Research, 
Indonesia sqm per annum,  

net effective on NLA

IDR 6,261,231  
Rental Growth Y-O-Y

1.3%

Stage in Cycle

Rents 
Rising

Some landlords repositioning
• Several malls continued to rejig tenant mixes in 1Q18 to accommodate more 

crowd-pleasing tenants such as F&B, entertainment and fast fashion operators. 
The F&B and entertainment portions of many malls are now noticeably growing 
and some department stores are being replaced by other occupier types.

• Extremely limited supply and low vacancy rates are such that we typically only 
see net absorption spike in quarters where new malls are delivered – these 
completions offer tenants the opportunity to expand. No new projects were 
completed in 1Q18 and net absorption was low.

No new completions in 1Q18
• A moratorium on standalone shopping mall development has been in place 

since 2011 and the supply pipeline is extremely thin; only Aeon Mall (60,000 
sqm) was completed in 2017 and no completions are expected in 2018.

• The moratorium does not affect locations outside of DKI Jakarta city limits and 
the sprawling townships to the west, east and south of the city offer expansion 
opportunities. Nor does it affect other cities across Java and beyond – attractive 
options for some developers given the large populations and strong economies 
in some of these cities.

Rents continue to creep up
• The type of tenants which are currently active are not necessarily the biggest 

payers in terms of rents. F&B occupiers often do not occupy the most prime 
floors, while the large spaces that entertainment tenants require are such that 
rents are lower. 

• The situation in the shopping mall investment market remained unchanged 
in 1Q18. The prime retail market in DKI Jakarta is extremely tightly held. Given 
the relatively attractive supply and demand dynamics, most landlords have 
been unwilling to offload and there are no en bloc deals that we can point to in 
recent history. The moratorium has also limited investment market supply.

Outlook: No new supply expected in the whole year
• We expect to continue to see landlords rethink their tenant mixes and the F&B 

portions of malls are likely to continue to grow. Several department stores 
closed in 2017 and we may see more of the same over the coming 12 months as 
landlords look to boost footfall.

• We may see some minor, single-digit rental increments; despite the dominance 
of certain retail groups,  and the fact that the tenants which are currently active 
are not necessarily the biggest payers, may limit rental growth even though 
occupancy is high. Rental growth of around 5% is likely for the whole year.

Note: Jakarta Retail refers to Jakarta’s overall prime retail market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Source: JLL   

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    



45
 –

 R
et

ai
l

Delhi

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook 
Index base: 4Q13 = 100    
Financial Indicators are for the Prime South.   
Source: JLL    

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Physical Indicators are for the overall market.   
Source: JLL    

“Prime retail centres driving 
rental growth; Prime South is 
the clear favourite for global 

retailer entrants.”
Ashutosh Limaye, Head of Research, 

India

sq ft per month,  
gross on GFA

INR 255  

Stage in Cycle

Rents
Rising

New space in Prime South drives pick up in net take-up
• With most retail centres running at full occupancy, approval for additional retail 

space on the lower ground floors of two malls in the Prime South created new, 
quality space for this in-demand retail corridor. As such, absorption rose to a six-
year high. Limited space availability in quality retail centres in the Prime Others 
and Suburbs submarkets has resulted in moderate absorption volumes. On an 
overall basis, net absorption during the quarter was similar to that of 4Q17.

• Retailer activity was driven by an influx of new retailers and growth of existing 
operators across the fast fashion, F&B and department store format categories. 
Even so, some existing global retailers are also looking to reduce store sizes to 
optimise business margins, while also cutting down on occupancy costs.

Mall enhancements complete
• Additional retail space was created in Ambience Mall, Vasant Kunj and Select 

Citywalk in the Prime South submarket, with lower ground floor given approval 
for retail use. No other new completions were recorded. 

• Most of the retail area in Worldmark 1 and Worldmark 2 in the Prime Others 
submarket was converted to office use. This, coupled with moderate net 
absorption, saw vacancy drop by 130 bps q-o-q to 18.1% during the quarter. 

Rent growth in Prime South driven by prime ground floor space
• Overall rents grew by just under 1.0% q-o-q, driven by rental growth of prime 

ground floor space in the superior retail centres in the Prime South. Rents were 
unchanged in the other submarkets. 

• Capital values were also correspondingly higher on account of the growth in 
rents in the Prime South. Yields held relatively stable in the quarter.

Outlook: Focus on experiential retail a major trend going forward
• We expect that the allowance of 100% FDI in single-brand retail may bring in 

more global retailers, especially in the fast fashion category. Also, as Amazon 
plans to set up experience studios, and other online retailers are exploring 
omni-channel sales strategies, this may create more for quality retail space. 
F&B, entertainment and hypermarket categories are expected to continue to 
actively seek space in quality retail centres. 

• While only a limited number of upcoming projects have recorded some pre-
commitments, retailer interest is likely to rise for other quality projects as they 
come close to completion. We expect institutional interest to be sustained for 
quality retail centres and some select, upcoming projects. Yields are likely to 
show some compression based on anticipated transaction activity. 

Note: Delhi Retail refers to Delhi NCR’s overall Grade A retail market.

Rental Growth Y-O-Y

2.8%

90

120

110

100
In

de
x

4Q13 4Q14 4Q15 4Q16 4Q17 4Q18
Rental Value Index Capital Value Index

Th
ou

sa
nd

 sq
m

0

50

100

150

200

250

300

350

13 14 15 16 17 18F
Future SupplyCompletions



46
 –

 R
et

ai
l

Sydney
“New last mile fulfilment 

centres in urban areas 
suggest faster e-commerce 

penetration.”
Andrew Quillfeldt, Director – Research, 

Australia
sqm per annum,  

net on GLA

AUD 1,945 
Rental Growth Y-O-Y

0.1%

Stage in Cycle

Rents
Stable

Retailers remain cautious given subdued sales environment 
• E-commerce penetration is likely to increase in Sydney as delivery times are 

reduced. New zoning changes will allow last mile fulfilment centres to be built 
in inner urban areas. With closer last mile fulfilment centres, retailers (and 
e-commerce retailers) will be able to achieve more efficient delivery times. 

• Retail spending in New South Wales grew by 3.0% y-o-y in February 2018, driven 
primarily by strong growth in cafes, restaurants and take-away food (4.6%), and to 
a lesser extent, clothing (2.2% p.a.) and household goods (2.0%). 

Retail completions limited in 1Q18
• Sydney has a relatively small retail supply pipeline (369,300 sqm) over the next 

three years. Completions totalled 200,900 sqm in 2017 and are expected to 
stabilise at 183,900 sqm in 2018. Stockland Green Hills Shopping Centre partially 
completed (stage 4) in 1Q18, anchored by a new format David Jones (6,225 sqm).

• Specialty shop vacancy rates for neighbourhood shopping centres, and sub-
regional centres to a lesser extent, decreased in the six months to December 
2017. The CBD retail market remains notably disrupted by the infrastructure and 
development projects currently underway on George Street, but some completed 
sections have shown promising signs of being a revitalised retail precinct. 

Transaction volume low but a number of assets are being marketed
• Transaction activity was low in 1Q18 at AUD 105.7 million, despite a record 2017 

(AUD 3.3 billion). Two transactions accounted for around half of the 2017 activity 
– the GIC/Vicinity Centres portfolio asset swap for AUD 1.1 billion and the Home 
Hub Castle Hill and Home Hub Marsden Park portfolio for AUD 436 million. 

• Rental growth remained low in 1Q18 across all shopping centre formats, consistent 
with the recent trend. However, the activation of George Street in the Sydney CBD 
is resulting in large increases in rental rates as tenants are replaced.

Outlook: Rent growth to remain below inflation rate until 2019
• A key risk for the shopping centre outlook is the potential for Myer (a major 

department store chain with approximately 63 stores) to close down. Although 
improbable at this stage, Myer has brought in a company which specialises in 
restructuring and insolvency administration to drive a recovery in the businesses 
performance. 

• Rents and yields are likely to be relatively stable in 2018. The fundamentals of the 
retail market remain relatively well supported, but retailers remain cautious and 
are likely to continue to pressure landlords for more attractive lease terms on 
renewal of their lease. Yields are likely to start to soften over the next 12 months.  

Note: Sydney Retail refers to Sydney’s overall retail market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100    
Financial Indicators are for regional shopping centres. 
Source: JLL    

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Melbourne
“Luxury brands have been 

actively leasing space in the 
Melbourne CBD, with new 
commitments by Chanel, 

Mulberry and Celine.” 
Andrew Quillfeldt, Director – Research, 

Australia

sqm per annum,  
net on GLA

AUD 1,494 
Rental Growth Y-O-Y

0.3%

Stage in Cycle

Rents
Stable

Retailer demand has gradually softened
• Business conditions remain challenging for many retailers, with new competition 

and slowing overall sales growth. A number of large retail chains are pressuring 
landlords for more attractive lease terms on renewals. F&B and retail services are 
performing well. Kaufland, Decathlon and JD Sports are expanding in Australia 
providing sources of leasing demand.

• Retail spending growth in Victoria has been slowing, in line with the national 
trend. The main underlying drivers for Melbourne’s retail market is the growing 
tourism market and strong rate of population growth, fuelled by positive net 
interstate migration and net overseas migration. However, drags on household 
and consumer finances have weighed on discretionary spending. 

Vacancy shifting to secondary centres 
• Vacancy remains slightly elevated relative to historical benchmark levels, but 

has remained within a narrow band of 2.7% and 3.1% since 2015 (on average 
across Melbourne). The vacancy rate for sub-regional centres increased to 3.4% 
in 2H17 from 2.3% in 1H17, but declined across the other retail categories. While 
the averages tell part of the story, the underlying divergence within each category 
(prime and secondary) is widening.

• Completions have been low for the past two quarters. There continues to be a 
major focus on upgrading existing centres; however, expansions have become 
less of a focus given the subdued leasing environment. In 2018, total supply 
of retail space (excluding single-tenanted retail warehouses) is expected to be 
around one-third of the 10-year annual average. 

Investor appetite softening for low-quality assets
• Yields for CBD and regional centres tightened in 1Q18, along with prime sub-

regional yields (at the upper end of the range). Approximately AUD 141.2 million 
transacted in 1Q18. In addition, Vicinity Centres sold Brandon Park Shopping 
Centre in April for AUD 135 million to Newmark Capital.

• Rental growth is subdued across all retail sub-categories in line with the national 
trend, well below the current rate of inflation (1.9% y-o-y). All sub-categories grew 
by 0.25% in 1Q18 except CBD and large format retail which grew at 0.5% q-o-q.

Outlook: Melbourne to outperform the national trend
• Tenants are likely to remain cautious and consolidation in the sector will be a 

challenge for some centres, particularly secondary quality assets. Underlying 
drivers of retail spending suggest that Melbourne will outperform on a national 
basis over the next 12 months.

• Investors remain attracted to Melbourne retail assets, although further 
compression in yields is unlikely.   

Note: Melbourne Retail refers to Melbourne’s overall retail market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100    
Financial Indicators are for regional shopping centres. 
Source: JLL    

For 2013 to 2017, completions are year-end annual. For 2018,
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL 
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Hong Kong

New launches continue to be well received
• Over 1,000 units out of a project total of 1,600 units at Malibu at LOHAS Park, 

developed by Wheelock Properties, and over 95% of the 1,391 units launched 
at St Barths in Ma On Shan, developed by Sun Hung Kai Properties, were sold 
during the quarter, signalling still upbeat sentiment in the market.

• Leasing activity in the top end of the market was largely centred on renewals; 
however, there was a noticeable uptick in enquiries from individuals from the 
banking and finance as well as the medical industry sectors.

FY2018/19 Land Sale Programme comprises 27 residential sites
• According to the FY2018/19 Land Sale Programme, the government intends to 

release 27 residential sites for sale via public tender. Together with land supply 
from MTRC and URA, the sites have a capacity to provide about 25,500 units 
in the private housing market, in excess of the government’s annual target of 
18,000 units.

• A total of 107 luxury units are expected to be issued with Occupation Permits in 
1Q18, including 47-49 Perkins Road by CSI Properties and Grosvenor in Tai Hang 
(18 units), and 18 Pik Sha Road by Chinachem in Clearwater Bay (10 units).

House transaction breaks record in Asia
• Total considerations of properties priced over HKD 50 million were down 16.0% 

q-o-q and 10.5% y-o-y despite several record-breaking transactions. A house 
at Mount Nicholson Phase I on The Peak was sold for HKD 1.40 billion or HKD 
151,785 per sq ft, SA, setting a new record for a house in Asia.

• Growth in luxury rents was largely on par with the previous quarter, up 0.5% 
q-o-q in 1Q18 though capital values increased 3.8% q-o-q, leaving market yields 
at their lowest level on record. 

Outlook: Redevelopments to tighten availability
• The redevelopment of several multifamily developments is expected to relieve 

rising vacancy pressure at the top end of the market and further tighten the 
availability of high-quality stock. Against such a backdrop, we have upgraded 
our forecast for rental values to stay largely flat in 2018. 

• Developers look set to capitalise on the prevailing upbeat market sentiment by 
rolling out more projects for sale. Despite the anticipation of additional interest 
rate hikes later this year, which may pressure banks to lift prime lending rates, 
luxury capital values are still expected to trend up in the range of 5-10% in 2018.

“Market continues to reach 
new heights as local banks 
keep borrowing costs low.”

Denis Ma, Head of Research,  
Hong Kong sq ft per month,  

net on SA

HKD 42.8 
Rental Growth Y-O-Y

3.5%

Stage in Cycle

Growth 
Slowing

Note: Hong Kong Residential refers to Hong Kong’s overall luxury residential market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100   
Source: JLL  

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Beijing

Lunar New Year holiday drives seasonal downturn in sales
• Luxury apartment transaction volumes for January and February decreased 

61.4 % q-o-q from October and November during the traditionally low season of 
Lunar New Year; high-end villa sales were restrained by the lack of new supply, 
decreasing 58.7% q-o-q over the same period.

• The tight-policy environment remained in place, following the annual ‘two 
sessions’ of China’s top legislative and advisory bodies in early March. The 
meetings also confirmed the introduction of a national residential property tax, 
with its legislation slated for completion by 2020.

Limited new supply enters high-end residential market
• Under the tight-policy environment, only four luxury apartment projects were 

launched; all located near the Fourth Ring Road, the new supply added 231 units to 
the market.

• No new villa supply entered the primary sales market in the quarter.

Luxury apartment primary capital value growth stays negative
• Primary capital value growth for luxury apartments remained negative (-1.5% 

q-o-q) for a third consecutive quarter, as the high-end residential price restrictions 
continued to be in place. High-end villa primary capital values grew steadily, rising 
1.6% q-o-q under the limited supply and stable demand.

• Rents for luxury apartments increased 1.6% q-o-q, as landlords of buildings in core 
areas took advantage of the start of the year to increase rents for new leases. High-
end villa rents were flat q-o-q, under the stable demand.

Outlook: Rental apartment market to be further promoted
• Primary capital values for luxury apartments are forecast to remain negative 

for the year, as price restriction policies continue to apply downward pressure. 
For villas, primary capital value growth is expected to be steady under the 
continued limited-supply environment.

• We expect to see further promotion of the rental market. In the quarter, 
municipal authorities encouraged conversions to rental apartments outside the 
Third Ring Road, but restricted developers from converting existing buildings 
within the Fourth Ring Road into residential sales properties.

“Tightening housing 
policies remain in place, 

after China’s most 
important annual political 

meetings.”
Joe Zhou, Regional Director -  

Capital Markets, China

sqm per month,  
gross on GFA

RMB 140.2 
Rental Growth Y-O-Y

4.6%

Stage in Cycle

Rents  
Rising

Note: Beijing Residential refers to Beijing’s overall luxury and overall luxury residential market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook    
Index base: 4Q13 = 100    
Financial Indicators are for the overall Luxury market. 
Source: JLL    

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Physical Indicators are for the overall market.   
Source: JLL    
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Sales rebound as new launches increase
• Although strict home purchase restrictions and reduced availability of 

mortgages continued to weigh on homebuyers, mass market sales rebounded 
to 10,141 units, up 15% q-o-q, as new launches increased within the quarter.

• In the high-end segment, sales remained subdued with only 170 units sold in 
1Q18, down 7% q-o-q, due mainly to limited new supply, a consequence of 
government control on sales permits.

New launches accelerate in the mass market
• New supply in the mass market surged to 8,635 units in 1Q18, up 227% q-o-q, 

as developers sped up new launches in the face of rising cash flow pressure. 
With launch prices limited by government price caps, several of these new 
launches were well received by homebuyers. The high-end segment saw no 
new launches for a third consecutive quarter.

• The land market remained quiet with no residential-use land plots being 
auctioned within the quarter. In line with official efforts to promote the 
development of a long-term rental market, ten land plots designated for rental-
only housing were sold to state-owned enterprises at reserve prices in Shanghai 
in the first quarter.

Primary market prices remain strong
• Overall home transaction prices in Shanghai fell 9.4% q-o-q, mostly due to a 

larger share of sales taking place in cheaper suburban districts. At the same 
time, high-end developers held prices firm amid tight policies. That said, high-
end secondary prices dipped 0.1% q-o-q as a few sellers cut their prices to 
entice buyers.

• Leasing activity picked up after the Chinese New Year holiday as more migrant 
workers returned to the city. As such, average rents posted a 0.5% q-o-q growth 
in 1Q18.

Outlook: Sales market expected to rebound further
• With the policy stance expected to stay tight for some time, developers are 

likely to accelerate new launches in the remainder of 2018 to ease rising cash 
flow pressure. Sales are expected to continue rebounding in following quarters 
as new supply increases and price caps on new launches make units more 
attractive to buyers.

• Shanghai’s government has set a goal of building 200,000 units of rental housing 
in 2018. We therefore expect to see more favourable policies and incentives to 
boost investment into the rental the sector in the following quarters.

Shanghai
“Tight policy stance 

suppresses high-end sales.”
Joe Zhou, Regional Director -  

Capital Markets, China sqm per month,  
gross on GFA

RMB 143.4 
Rental Growth Y-O-Y

1.6%

Stage in Cycle

Rents
Rising

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100    
Source: JLL   

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    

Note: Shanghai Residential refers to Shanghai’s high-end residential market. 
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Singapore

Demand constrained by low launches and high price expectations
• Transaction volumes in prime districts declined further q-o-q as higher asking 

prices have resulted in a widening gap in price expectations between buyers 
and sellers.  

• Secondary market transactions continued to dominate sales as the stock of 
launched but unsold units was at an all-time low at the start of the year.

New completions to be the strongest in first quarter of 2018
• New completions in the prime districts reached a five-quarter high figure of 776 

units in 1Q18. This would form the bulk of the new supply in 2018 as there are 
no major projects scheduled to complete in the rest of 2018. As such, vacancy is 
expected to remain elevated in 1Q18 before easing over the rest of 2018.

• Following the sale of two prime district sites in December 2017, a site at 
Handy Road was sold in 1Q18. In addition, the “Concept & Price” tender for 
a residential-commercial site at Holland Road closed in March with results 
expected in 2Q18. In total, these four sites could generate some 1,680 units 
when completed.

Collective sales continued to scale new heights in prime districts
• A record 10 collective and en bloc sites in the prime districts were sold in 

1Q18, amounting to almost SGD 2.5 billion. This surpassed the SGD 1.3 billion 
achieved for the entire 2017. Active land banking by developers lifted sales 
sentiment and helped capital values of prime residential properties rise for the 
sixth consecutive quarter. 

• Rents rose moderately in 1Q18 amid the fall in leasable stock as some owners 
withdrew their units from the leasing market in order to capitalise on the 
booming sales market. This marks a quick turnaround from the decline in rents 
in 4Q17, due to the seasonal slowdown in leasing demand.

Outlook: Prices and rents to strengthen further amid tight supply
• Singapore’s prime residential market, which is in the early stages of recovery, 

likely offers better growth prospects compared to many other major gateway 
cities in Asia Pacific. More investors may turn to the Singapore market and 
therefore contribute to rising demand.  

• With new completions expected to dwindle for the rest of 2018, rents could 
continue to gain strength amid sustained economic and business growth.

“Singapore’s prime 
residential market poised 
for a stellar year in 2018.”
Ong Teck Hui, National Director - 

Research, Singaporesq ft per month,  
gross on GFA

SGD 4.69 
Rental Growth Y-O-Y

1.3%

Stage in Cycle

Rents
Rising

Note: Singapore Residential refers to Singapore’s overall prime and luxury residential markets.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100    
Source: JLL   

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Newly launched condominium projects well-received 
• Seven new prime grade condominium projects were launched during 1Q18, 

achieving a combined pre-sales rate of 68%. Most newly launched projects 
are located in the Central East submarket owing to the greater availability of 
freehold development sites. 

• In the single-owner apartment market, demand from expatriates remains stable 
despite a widening range of rental opportunities presented by a large number 
of condominiums for rent and branded serviced apartment choices. 

Conversion of single-owner luxury apartment buildings continues
• Four condominium projects, one ultra luxury, two luxury, and one high-end 

were completed in 1Q18, adding 662 units to the existing prime condominium 
stock, which stands at more than 46,000 units.

• One new luxury apartment project completed in 1Q18; Chani Residence is 
located in the Central East submarket. Two existing buildings were withdrawn 
from the market in the quarter, with one being converted into an office building 
while another had its land lease expire and ownership of the property reverted 
to the landowner who will redevelop the site. 

Prime development sites in the CBA remain highly sought after
• In 1Q18, condominium net effective rents increased by 0.8% q-o-q and 2.3% y-o-y. 

Capital values were unchanged q-o-q causing market yields to expand slightly.

• Late in December 2017, SC Asset PCL had acquired a 3,500 sqm development 
site on Langsuan Road for THB 775,000 per sqm, a new record high in terms 
of price per square metre. The land was transferred in early 2018 and the 
developer is expected to announce plans for an ultra-luxury condominium 
project towards the end of the year.  

Outlook: Pre-sales rates for new launches are expected to rise
• More than 7,200 new prime grade condominium units are scheduled to 

complete within the next 12 months. The combined pre-sales rate of 85% for 
these projects highlights strong demand in the CBA. We also expect an increase 
in the number of joint-venture condominium projects coming from developers’ 
partnerships with investors from Japan, Hong Kong, Singapore and China.

• Demand for prime grade residential condominiums is expected to remain 
healthy over the next 12 months. Domestic demand for new condominiums 
in the CBA is expected to remain robust as freehold land plots become 
increasingly scarce. Additionally, foreign buyers are expected to remain an 
important source of demand for prime grade condominiums in the CBA.

Bangkok
“Prime grade 

condominium market 
remains robust with 
healthy sales figures 

reported. ” 
Andrew Gulbrandson, Head of 

Research, Thailand

sqm per month,  
gross on NLA

THB 536 
Rental Growth Y-O-Y

2.4%

Stage in Cycle

Rents
Stable

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    

Note: Bangkok Residential refers to Bangkok’s Central high-end and luxury residential market.
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Jakarta

Patchy sales performance for condominium market
• Smaller, cheaper condominium units continued to outperform in terms of sales. 

Other key factors affecting sales included proximity to existing or upcoming 
infrastructure and attractive amenities. The off-plan nature of the market is 
such that developer reputation is also key to boosting buyers’ confidence.

• Serviced apartment demand continued to be driven by expatriates (particularly 
those from the Asia Pacific region) on short- or medium-term contracts and 
embassy employees. Recent improvements in office demand may result in a 
boost to the serviced apartment market.

No completions or new launches
• No new serviced apartment projects were physically completed in 1Q18 and 

no luxury condominiums were either physically completed or launched for sale 
during the quarter.

• However, several middle-tier condominiums did enter the sales market 
including one development by Astra and Hong Kong Land in TB Simatupang, 
South Jakarta.

Serviced apartment rents edge lower
• Rents in the serviced apartment market edged down in 1Q18 with the market 

vacancy rate remaining comfortably above 20%. Landlords also continued to 
compete with the secondary condominium leasing market.

• No en bloc deals were closed in 1Q18, although we did continue to see strong 
interest from international investors for joint venture opportunities and 
development sites. Even though the residential market has been challenging for 
some developers over the past couple of years, we have seen consistent strong 
interest over that time. 

Outlook: Condominium demand to improve
• Over the past 12 months, developers have become more in tune with the kind of 

units and developments that are attracting buyers. As such, some projects have 
enjoyed good sales and we expect developers to continue to deliver attractive 
product in 2018, and sales of desirable developments are likely to be healthy.

• Condominium prices have now remained largely flat for a number of quarters. 
However, as the market begins to improve we may begin to see some small 
increments in price. The lower to mid-end market segments may see the most 
significant growth with more moderate price increments in the luxury market due 
to the higher base and continued impact from the luxury and super luxury taxes.

“Strong demand for select 
projects.”

James Taylor, Head of Research, 
Indonesia

sqm per annum,  
net effective on NLA

IDR 3,340,733 
Rental Growth Y-O-Y

-2.6%

Stage in Cycle

Rents
Falling

Note: Jakarta Residential refers to Jakarta’s luxury condominium and serviced apartment markets.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Manila
“Growing demand from 
Mainland China driving 
rental and capital value 

growth.”
Janlo de los Reyes, Head of 

Research, Philippines

New demand sources support leasing activity
• Offshoring & outsourcing (O&O) and offshore gaming sectors drove residential 

demand for high-mid and luxury residential condominiums in Makati and BGC 
in 1Q18.

• Likewise, the stellar performance of cash remittances by overseas Filipinos 
(OFs) in January 2018, which was approximately USD 2.4 billion, also supported 
residential demand.

Labour shortage results in construction delays
• Construction delays owing to labour supply constraints led to the deferred 

completion of four residential condominium projects with a total of 2,300 
units. The surge in construction activity brought about by sustained real estate 
development and rollout of infrastructure projects has resulted in tight labour 
market conditions.

• Vacancy edges up by 40 bps q-o-q to 2.3% in 1Q18, due to expired leases of 
expatriate employees and foreign students in the country.

Growing investor interest drives capital value growth
• Rents maintained their upward trajectory in 1Q18, growing by 1.0% q-o-q to 

PHP 837 per sqm per month amid stable leasing demand from both expatriate 
employees and high-net worth individuals.

• Capital value growth outpaced rents, registering 2.3% q-o-q in 1Q18 to PHP 
189,492 per sqm. Growing investor interest, more recently from Mainland China, 
contributed to the increase in condominium prices.

Outlook: Record supply pipeline in 2018
• A total of 16 residential projects with 7,900 units are expected to complete this 

year. Despite the substantial pipeline, the healthy pre-selling market is expected 
to temper the rise of vacancy over the period as most individuals are buying for 
their own use.

• The improving foreign relations between the Philippines and Mainland China is 
expected to support an inflow of expatriate employees and investors into the 
country. This is anticipated to help sustain the growth in rentals and prices in 
the near term.

sqm per month,  
net effective on NLA

PHP 837  
Rental Growth Y-O-Y

5.3%

Stage in Cycle

Growth 
Slowing

Note: Manila Residential refers to Makati CBD and Fringe, and BGC residential condominium market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Sydney
“The Sydney apartment 

market continues to slow 
under the weight of tighter 

credit conditions, lower 
investor demand and the 

impact of new supply.”
Leigh Warner, Head of Residential 

Research, Australia

The retreat of investor demand continues to be felt
• Macro-prudential measures to tighten investor credit have clearly worked and 

slowed both domestic and offshore investor demand for new apartments. 
Sentiment also appears to have softened in the existing dwelling market and sales 
volumes have slowed.

• Nevertheless, underlying housing demand is still underpinned by robust 
population growth (1.6% in NSW over the year to 3Q17) and owner-occupier 
demand is also being supported by first home buyer incentives.

Vacancy to remain low despite apartment supply peak in 2018 
• Around 7,400 apartments completed in Inner Sydney in 2017; however, this figure 

is likely to be eclipsed in 2018, with a likely peak in the construction cycle. Tighter 
credit conditions and slower investor sales mean that fewer new projects are 
progressing to construction.

• Despite recent strong levels of new supply, vacancy fell slightly in 1Q18 to a low 
1.9%. 

Price and rental growth slow, while yields largely stabilise
• Apartment prices increased by 3.6% y-o-y in 4Q17, albeit with strong evidence of 

growth stalling in recent months. Rental growth has also stalled, with no growth 
over 2H17 in the median rent for an Inner Sydney 2 bedroom apartment.

• Investment yields have been relatively stable at around 3.8% over recent quarters, 
which compares to 4.0% in Melbourne in 4Q17 and 4.8% in Brisbane.

Outlook: Further moderation likely over 2018
• The retreat of investor demand in response to regulatory policies to tighten credit 

conditions, combined with further strong supply completions, will likely see 
capital values and rents moderate further in 2018. 

• Nevertheless, with vacancy still low and the supply pipeline already responding 
to current conditions, the market slowdown should not prove either severe or 
long-lasting. 

per week,  
2 bedrooms

AUD 700
Rental Growth Y-O-Y

1.4%

Stage in Cycle

Growth 
Slowing

Note: Sydney Residential refers to Inner Sydney apartments.
Price and yield data sourced from CoreLogic, rental data from Housing New South Wales and vacancy data 
from the Real Estate Institute of New South Wales.

Financial Indices

Physical Indicators

Source: JLL, Corelogic 

Projects with 50 units or more.   
Source: JLL  
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Melbourne
“The Melbourne 

apartment market remains 
remarkably resilient 

despite reaching a supply 
peak in 2017. ”

Leigh Warner, Head of Residential 
Research, Australia

Owner-occupier demand remains healthy as investors retreat
• Annual sales volumes continued to decline, reflecting waning investor demand. 

This is a result of unfavourable policy changes for residential investors and 
tightened lending conditions. 

• Owner-occupier appetite continued to be driven by exceptionally high 
population growth in Victoria. Stamp duty concessions for first home buyers 
have also fuelled this segment of the market. Recognising this, developers have 
been increasingly shaping projects to appeal to owner-occupiers.

Tight vacancy despite a high amount of completions in 2017
• Over 10,000 apartments completed in 2017 and a further 6,300 apartments are 

anticipated to complete during 2018. To date, little impact has been seen on 
inner-city vacancy. Rental vacancy declined from 2.2% in January 2017 to 1.9% 
in January 2018. 

• The five-year supply pipeline has fallen from 83,000 apartments in 1Q17 to 
69,400 in 1Q18. This is due to a high number of completions and limited 
planning submissions. Additionally, multiple projects have either been reduced 
in size or been converted to alternate uses.

Yields remain low as capital growth accelerates again
• Melbourne apartment yields remained steady at 4.0% in 4Q17, sitting between 

Brisbane (4.8%) and Sydney (3.8%). Rental growth was strong in 1 bedroom 
(5.9%) and 2 bedroom (5.0%) apartment configurations, with both above their 
five-year annual averages.

• Capital growth remains the key investor focus in Melbourne. After moderating 
towards the end of 2016, annual capital growth picked up to 6.1% in 4Q17, 
rising above the five-year average of 4.1%. 

Outlook: Recent completions to be absorbed throughout 2018
• While price and rental growth have remained robust throughout Melbourne, 

those precincts where a high number of recent completions have occurred 
should see pressure on vacancy, rents and resale values. Continued strong 
population growth is expected to fuel owner-occupier demand and support 
broader apartment prices.

• With tighter financing constraints from banks, limited projects are anticipated 
to proceed to construction and completions are likely to fall. Projects that 
do commence are likely to contain fewer apartments and be owner-occupier 
orientated.

per week,  
2 bedrooms

AUD 420
Rental Growth Y-O-Y

5.0%

Stage in Cycle

Rents
Rising

Note: Melbourne Residential refers to Inner Melbourne apartments.
Greater Melbourne data: Price, sales volume and yield data sourced from CoreLogic and rental data sourced from 
Department of Human Services Victoria
Inner Melbourne vacancy data from REIV.

Financial Indices

Physical Indicators

Projects with 50 units or more.   
Source: JLL  

Source: JLL, Corelogic 
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Hong Kong

Demand from 3PLs strengthens
• In spite of weaker demand from China, exports and imports grew by 10.7% y-o-y 

and 10.5% in January-February, respectively. Airfreight cargo and container 
throughput rose by 8.9% y-o-y and 2.2%, respectively over the same two-month 
period.

• Amid sustained improvement in external trade, a number of 3PLs took on 
expansion in 1Q18. Kerry Logistics leased 119,800 sq ft at ATL Logistics Centre 
in Kwai Chung while JSI Logistics (HK) leased 10,200 sq ft at Texaco Centre in 
Tsuen Wan. 

Vacancy in the overall market tightens to 3.4%  
• With the exception of slow take up at China Merchants Logistics Centre, vacancy 

in most facilities edged down on the back of a pick-up in leasing momentum 
and constrained supply conditions. 

• Without taking in to account the new supply that commands higher rents, 
vacancy in many facilities edged down as a result of the improvement in 
external trade as well as constrained supply. The government released a 
logistics development site (with a maximum developable GFA of 852,151 sq ft) 
for public tender in Tuen Mun West, with a closing date in April. 

Landlords look to reduce incentives
• With availability tightening and external trade picking-up, landlords shortened 

rent-free periods for new leases. Against such a backdrop, net effective rents 
edged up 0.4% q-o-q.

• The sales market continues to attract strong investor interest following the 
government’s announcement to review the industrial building revitalisation 
policy. Capital values of warehouses grew by 6.0% q-o-q, in tandem with rising 
capital values in the broader industrial market. 

Outlook: Tenants to compete for warehousing space 
• Barring a trade war between the US and China, a lack of supply over the 

next three years and visible improvement in external trade should see prime 
warehouse rents grow in the range of 0-5% in 2018.

• Speculation on a redux  of the government’s successful revitalisation scheme 
should continue to attract strong investment interest into the industrial 
property market over the near term, enabling capital values of warehouses to 
grow in the range of 5-10%, in tandem with the broader market.

“Improvements in external 
trade continue to drive the 

warehouse market despite the 
recent trade war.”

Denis Ma, Head of Research, 
Hong Kong

sq ft per month,  
net effective on GFA

HKD 12.4 
Rental Growth Y-O-Y

1.0% 

Stage in Cycle

Rents 
Rising

Note: Hong Kong Industrial refers to Hong Kong’s industrial warehouse market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100   
Source: JLL  

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Beijing

Net absorption rebounds after a quiet 4Q17
• Demand from e-commerce companies, 3PLs, and manufacturers remained 

stable. Significant space left vacant in Pinggu – an emerging submarket – was 
taken by a multinational auto parts manufacturer, significantly contributing to 
1Q18 net absorption of 23,900 sqm.

• Large e-commerce players remained active in looking to expand their presence 
in the market; however, limited availability of large units in mature submarkets 
held back some demand.

Vacancy further declines with no new supply
• Total logistics stock was again unchanged at 2 million sqm after the fourth 

consecutive quarter of no new projects entering the market. No primary land 
plots for warehouse use were transacted in 1Q18.

• The significant leasing transaction in the emerging submarket of Pinggu helped 
push the vacancy rate down further to 0.5% as of end-1Q18 – a new five-year 
low.

Rents record sharp growth of 2.1% q-o-q
• Rental levels saw a significant increase of 2.1% q-o-q to RMB 1.20 per sqm per 

day as landlords took advantage of strong pricing power due to tight vacancy – 
especially in prime locations.

• GLP, one of the largest players in the logistics market, acquired a project in 
Beiwu, Shunyi for over RMB 200 million, with plans to re-develop it into a 
modern, multi-storey warehouse. This is an attractive prospect for GLP given 
the limited future supply in Beijing’s warehouse market.

Outlook: Vacancy rate to tick up slightly towards end-2018
• With three projects in Shunyi and Tongzhou being postponed to 2019 and 2020, 

only three new projects with a total GFA of around 250,000 sqm are expected to 
enter the market in 2018. This should push vacancy up only slightly to 2.0% by 
end-2018.

• Leasing demand is expected to be stable in 2018, with e-commerce firms and 
3PLs continuing to drive demand. Coupled with the low vacancy rate, rental 
levels are set to further increase throughout the year.

sqm per day, 
net effective on GFA

RMB 1.20 
Rental Growth Y-O-Y

5.3%

Stage in Cycle

Rents 
Rising

“Absence of new supply causes 
market vacancy to tighten 

to a new five-year low.”
Joe Zhou, Regional Director -  

Capital Markets, China

Note: Beijing Industrial refers to Beijing’s prime non-bonded logistics market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL 

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL   
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Note: Shanghai Logistics refers to Shanghai’s modern warehouse facilities.

Net absorption reaches 28,000 sqm despite lack of new supply
• Limited lettable space in west Shanghai’s more popular submarkets led net 

absorption to fall to 28,000 sqm, though given the already-low vacancy, even 
this was evidence of continued strong demand. West Shanghai remains popular, 
but absorption was greatest in East Shanghai and emerging submarkets like 
Baoshan, where the city’s vacant space is concentrated.

• 3PLs, e-commerce firms, and manufacturing companies remained the market’s 
main demand drivers. 3PLs and manufacturers contributed 20,000 sqm of net take-
up in East Shanghai. In particular, there was strong demand from automobile parts 
companies seeking large space for storage of auto accessories.

Vacancy drops 0.5 percentage points to 3.9%
• No new projects were completed in the quarter. Two projects had been planned 

to complete in the Fengxian submarket by late March, but were postponed to the 
second quarter due to construction delays.

• Limited vacancy in West Shanghai means that tenants seeking space for relocation 
or expansion have had to look to East Shanghai submarkets instead. This enabled 
Pudong and Lingang submarkets to see respective vacancy declines of 3.9 
percentage points and 1.4 percentage points. Overall non-bonded vacancy fell to 
3.9%, reaching  its lowest level in nearly a decade.

Rents continue to grow at a strong pace
• Rents edged up 0.7% q-o-q to RMB 1.34 per sqm per day in 1Q18. Rental growth was 

slightly slower than last quarter’s rapid increase of 1.0% q-o-q, but strengthened on 
a y-o-y basis, reaching a three-year high of 2.9%.

• Given the growing range of insurance firms, investment companies and real 
estate developers seeking high-yield investment opportunities, yield compression 
accelerated in 1Q18.

Outlook: Rents set to continue rising
• We expect to see three projects completing in 2Q18, adding 275,000 sqm to the 

total stock; consequently, vacancy should rise slightly as the market needs time to 
absorb the new supply.

• Tenants are becoming more cautious about leasing space in newly completed 
projects, as the local government is stepping up enforcement of tax policies. This 
may lead to a slowing pace of absorption and higher-than-expected vacancy going 
forward, though the limited overall supply pipeline should mitigate the impact.

“Rental growth remained 
strong despite stepped-up 

policy enforcement.”
Stuart Ross, Head of Industrial, 

China

Shanghai

sqm per day,  
net on GFA 

RMB 1.33
Rental Growth Y-O-Y

2.9% 

Stage in Cycle

Rents
Rising

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook 
Index base: 4Q13 = 100    
Financial Indicators are for the Non-bonded market. 
Source: JLL    

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Tokyo

Net absorption reaches record high
• Economic indicators relating to the industrial and logistic sector were healthy in 

the first two months of 2018. The industrial production index rose 4.1% m-o-m 
in February. Exports maintained an uptrend for the 15th consecutive month in 
February, rising 1.8% y-o-y, while imports increased 16.5% y-o-y, marking the 
14th straight month of growth.

• Strong demand from 3PLs, online retailers and manufacturers coupled with 
major supply, saw net absorption reach 398,000 sqm in 1Q18, marking the 
highest level on record since JLL started tracking the market.

Vacancy rate surges in Inland area; dips in Bay area 
• New supply totalled 525,000 sqm in 1Q18, increasing total stock by 6% q-o-q and 

16% y-o-y. All new supply entered the Inland area and included Goodman Business 
Park South (143,000 sqm), GLP Nagareyama I (133,000 sqm) and I Mission Park Inzai 
(112,000 sqm). The volume was the second largest since JLL started tracking. 

• The vacancy rate in Greater Tokyo stood at 5.3% at end-1Q18, increasing 120 
bps q-o-q and 140 bps y-o-y. The vacancy rate in the Bay area decreased to 
0.0%, a decrease of 100 bps q-o-q and 130 bps y-o-y, while that in Tokyo Inland 
rose to 8.4%, up 230 bps q-o-q and 290 bps y-o-y.

Average rents push down as major new supply enters Inland area
• Rents in Greater Tokyo averaged JPY 4,189 per tsubo per month in 1Q18, 

decreasing 0.3% q-o-q and increasing 1.3% y-o-y. Negative growth was 
registered for the first time in five quarters. 

• Capital values in Greater Tokyo decreased 0.4% q-o-q but increased 6.4% y-o-y 
in 1Q18. The figure fell for the first time in five quarters, reflecting negative 
growth of rents. The investment market saw increased activity with acquisitions 
by J-REITs and private funds. A notable transaction involved Nippon Prologis 
REIT acquiring Prologis Park Ichikawa 3 for JPY 17 billion (NOI cap rate 4.1%). 

Outlook: Capital values to grow, reflecting cap rate compression 
• According to Oxford Economics, trade-oriented indicators are expected to remain 

positive in 2018. Industrial production is expected to grow 2.4%, exports 5.4% and 
imports 3.8%. The moderate recovery is anticipated to continue in line with the 
recovery of the global economy.

• In spite of robust demand, rents are likely to be placed under downward pressure 
in some submarkets given the record volume of supply due in the coming years. 
In the investment market, capital values are expected to grow as continued 
investor interest for revenue generating  assets with stable rent income may 
compress cap rates further.

tsubo per month,  
gross on NLA

JPY 4,189
Rental Growth Y-O-Y

1.3%

Stage in Cycle

Rents 
Stable

“Leasing market is robust 
amidst major new supply; 

investment market sees 
increased acquisitions 

by REITs.”
Takeshi Akagi, Head of Research, 

Japan

Note: Tokyo Industrial refers to the Greater Tokyo’s prime logistics market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100   
Source: JLL  

For 2013 to 2017, take-up, completions and vacancy rates are year-end 
annual. For 2018, take-up, completions and vacancy rate are as at 1Q18, 
while future supply is for 2Q18 to 4Q18.   
Source: JLL    
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Singapore

Steady demand amid positive market sentiment
• Demand was healthy and continued to stem from qualifying users from the 

science, technology and media industries. For example, a technology firm took 
more than 50,000 sq ft at a city fringe business park location in 1Q18, while an 
e-commerce company is sourcing for additional space due to expansion needs.

• Reaffirming this, the Urban Redevelopment Authority’s Real Estate Information 
System (URA REALIS) captured 73 rental records in 1Q18, almost on par with the 
75 records in 4Q17 and more than double the 32 records in 1Q17.

Vacancy tightens further on lack of new supply
• There remained no known completions in 1Q18. However, we understand No. 

13 International Business Park (IBP) has been withdrawn for redevelopment, 
with TÜV SÜD holding a ground-breaking ceremony for its new regional hub at 
the same location in early April 2018.

• Occupiers who moved into their new premises in 1Q18 include Danfoss, which 
opened a new office and Marine & Offshore Application Development Center at 
Acer Building, giving up its former premises at German Centre.

Rents and capital values stayed on uptrend in 1Q18
• Business park rents rose for the second consecutive quarter in 1Q18, 

underpinned mainly by the continued lack of new supply, healthy demand and 
filtered-through effect from the rise in office rents.

• With business park capital values (en bloc) also rising and keeping pace with the 
rise in rents in 1Q18, yields stayed stable in 1Q18.

Outlook: Rental growth underpinned by tightening vacancy
• Demand for business park space is expected to be driven mainly by renewals 

and relocations, and some expansions from qualifying occupiers from the 
science, technology and media industries. Amid limited supply, we anticipate a 
further decline in the vacancy rate.

• Coupled with the positive economic outlook and the filtered-through effect 
from the rise in office rents, we maintain the view that business park rents 
should rise at a faster pace in 2018 compared to 2017. With capital values 
foreseen to mirror the rental trend, this would translate into relatively stable 
yields.

sq ft per month,  
gross effective on NLA

SGD 3.80  
Rental Growth Y-O-Y

2.5%

Stage in Cycle

Rents
Rising

“Rents maintained growth 
trajectory supported by 

healthy demand.”
Doreen Goh, Associate Director - 

Research, Singapore

Note: Singapore Industrial refers to Singapore’s island-wide business park market.

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook  
Index base: 4Q13 = 100  
Source: JLL  

For 2013 to 2017, completions are year-end annual. For 2018, 
completions are as at 1Q18, while future supply is for 2Q18 to 4Q18. 
Source: JLL    
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Note: Sydney Industrial refers to Sydney’s industrial market (all grades).

“Steady construction activity 
responded to a period of 
strong occupier demand 

and rental growth.”
Andrew Ballantyne, Head of Research, 

Australia

Sydney is characterised by strong gross leasing activity 
• Approximately 137,600 sqm of leases were recorded in 1Q18. Total leasing 

volumes continued above long-term averages, with approximately 1 million 
sqm over the past 12 months.

• Leasing activity in 1Q18 was predominantly in existing assets, accounting 
for 78,300 sqm (57%). Pre-leases amounted to 60,000 sqm (43%) of take-up 
volumes over the quarter. 

Supply completions rise in 1Q18 
• Completions totalled 209,300 sqm over 1Q18. This was the largest level of 

additions since 3Q16.

• All recorded completions in 1Q18 were in the Outer Sydney precincts: Outer 
Central (109,300 sqm), Outer South (68,900 sqm) & Outer North (31,000 sqm) 
West precincts. 

Rents are moving higher across Sydney’s industrial precincts
• Weighted prime rents grew by 1.2% over the quarter. This resulted from high 

quarterly rental growth recorded in the Outer North West precinct (5.7%). 

• Transaction volumes were subdued given the limited stock placed for sale. 
However, volumes increased over the quarter with investments totalling  
AUD 258.6 million.  

Outlook: Stable yields suggest pricing near peak 
• Sydney is expected to have a strong level of supply in 2018 with over 460,000 

sqm of developments under-construction in 1Q18. 

• The large construction pipeline is expected to cap rental growth. Following 
y-o-y growth of 1.3% for Outer Central West, prime net rents are expected to 
grow by 1.5% in the 12 months to 1Q19.

sqm per annum,  
net on GFA

AUD 117 
Rental Growth Y-O-Y

1.3%

Stage in Cycle

Rents
Rising

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for Outer Central West.  
Source: JLL 

For 2013 to 2017, take-up and completions are year-end annual. For 
2018, take-up and completions are as at 1Q18, while future supply is for 
2Q18 to 4Q18.    
Source: JLL  

Sydney

Rental Value Index Capital Value Index

In
de

x

4Q13 4Q14 4Q15 4Q16 4Q17 4Q18
80

140

150

160

90

130

120

110

100

Take-up (gross) Completions
Future Supply

0

1,200

200

400

600

800

1,000

Th
ou

sa
nd

 sq
m

13 14 15 16 17 18F



Rental Value Index Capital Value Index

In
de

x

4Q13 4Q14 4Q15 4Q16 4Q17 4Q18

150

140

130

120

110

100

90

Take-up (gross) Completions
Future Supply

0
13 14 15 16 17

1,000

Th
ou

sa
nd

 sq
m

18F

200

400

600

800
900

100

300

500

700

66
 –

 In
du

st
ria

l

Melbourne

Occupier demand keeps steady    
• More than 148,500 sqm of gross take-up was recorded in 1Q18. Approximately 

665,000 sqm of space was leased over the past 12 months; in line with long-
term averages. 

• Demand was driven by gross take-up in existing assets (79,000 sqm) and pre-
lease activity (59,000 sqm), while Design & Construct accounted for 11,000 sqm. 
Demand was predominantly in the West, accounting for 55% of total gross 
take-up.  

Industrial supply reaches 181,800 sqm 
• Construction activity continued at elevated levels. Eight projects reached 

practical completion in 1Q18. Speculative activity increased with 64% of the 
floor space pre-leased.   

• The fully automated Woolworths Distribution Centre at 225 Glasscocks Road, 
Dandenong South, completed in 1Q18. Developed by Charter Hall, the 68,750 
sqm asset contributed 38% of total stock added to the market over the quarter.

Activity focused in the West precinct 
• Prime rents remained largely unchanged across the Melbourne industrial 

market over the 1Q18. This followed a strong year of rental growth for the 
Melbourne market. In 1Q18, the only recorded change was in the Melbourne 
South East secondary market.

• Investment volumes increased over the quarter, amounting to AUD 324.6 
million. The largest transaction in 1Q18 was the AUD 74 million sale of 25-33 
Fourth Avenue, Sunshine. GPT Group acquired four industrial facilities from ARN 
Logistics on an initial yield of 5.95%. 

Outlook: Development activity is expected to remain steady 
• Construction activity is anticipated to remain steady, with above 258,000 sqm 

under construction and expected to complete in 2018. 

• We expect rents to normalise over 2018. Net prime rents are expected to grow in 
the West (2.6%) and South East (3.2%) precincts over this period. 

sqm per annum,  
net on GFA 

AUD 88 
Rental Growth Y-O-Y

2.1%

Stage in Cycle

Rents 
Rising

“Steady construction activity 
responded to a period of 

strong occupier demand and 
rental growth.”

Andrew Ballantyne, Head of Research, 
Australia

Note: Melbourne Industrial refers Melbourne’s industrial market (all grades). 

Financial Indices

Physical Indicators

Arrows indicate 12-month outlook   
Index base: 4Q13 = 100   
Financial Indicators are for South East.   
Source: JLL  

For 2013 to 2017, take-up and completions are year-end annual. For 
2018, take-up and completions are as at 1Q18, while future supply is for 
2Q18 to 4Q18.    
Source: JLL    
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Luxury Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global , JLL
Note: MAA - Moving Annual Average

Source: Industry sources, JLL

Hong Kong
“Hotel trading performance 
continues to improve amid 

recovery of the tourism 
market.”

David Marriott, Senior Vice President - 
Hotels & Hospitality Group,  

Greater China

Visitor arrivals flat after jump in 2017
• Total overnight visitor arrivals improved by 5.0% to 27.9 million in 2017, with  

the China market growing by 6.7% in the same period. As at YTD January 2018, 
total overnight visitor arrivals stayed relatively flat, improving marginally by 
0.9% y-o-y.

• China continued to be Hong Kong’s largest source market, representing 65.7% 
of total overnight visitor arrivals as at YTD January 2018.

New openings will be spread across different submarkets
• Approximately 5,000 new hotel rooms are expected to enter the Hong Kong 

market in 2018. This is one of the largest supply additions tracked in Hong Kong 
in over ten years. As of March 2018, two hotels with a total of 917 rooms have 
opened: the Hotel COZi Oasis, and the Murray, a Niccolo Hotel.

• After the surge in supply addition in 2018, the pipeline is expected to slow with 
limited major announced projects or development interests thereafter.

Hotel performance continues to improve
• Both Average Daily Rate (ADR) and occupancy for Hong Kong’s Luxury hotel 

market experienced strong improvements, growing by 5.9% and 9.6% y-o-y, 
respectively, resulting in Revenue per Available Room (RevPAR) improving by 
16.0% y-o-y to HKD 2,962 as at YTD February 2018.

• Anecdotal evidence suggests that the portion of budget and economy demand 
within the Chinese market has taken on a higher proportion in recent years. 
However, the growth of the luxury hotel market is indicative of higher spending 
travellers returning to Hong Kong.

Outlook: Hong Kong’s luxury hotel market remains stable
• Despite major supply additions planned for 2018, we understand that the luxury 

openings, St. Regis Hong Kong and Rosewood Hong Kong, are likely to come 
online in 2019. 

• With the general optimism in the tourism market, performance of Hong Kong’s 
luxury hotel market is expected to sustain growth.

YTD February 2018

HKD 2,962
RevPAR Growth Y-O-Y

16.0%

Stage in RevPAR Cycle

RevPAR
Rising

Note: Hong Kong Hotels refers to Hong Kong’s luxury hotel market.

Completed Additions to Hotel Supply
Future Hotel Supply
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Future Hotel Supply
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Decline in international arrivals likely to slow from last year
• As at YTD February 2018, international tourist arrivals decreased 2.4% y-o-y to 

0.4 million. The decrease mainly attributes to sharp declines in tourist arrivals 
from South Korea and Germany, which recorded -37.5% y-o-y and -23.7% y-o-y 
respectively.

• Strong domestic weekend market from surrounding cities boosted demand 
from the leisure sector. Meanwhile, tourist arrivals from the top source market 
(the USA) dramatically increased 10.6% y-o-y, which should help to reduce the 
negative impact from a decrease in South Korean tourists.

Future supply expands to emerging clusters and industrial parks
• 1Q18 saw no new openings. The remainder of 2018 anticipates the opening 

of 11 hotels with over 2,400 keys, most of which are expected to come online 
during the final two quarters of the year.

• More than half of the pipeline hotels will be located in the suburban area 
or emerging clusters.  Within the city centre area, new supply will mainly be 
located in Qianmen and Wangfujing area. Notable openings include the Puxuan 
hotel, Muji hotel and two Mandarin Oriental hotels.

RevPAR saw significant growth driven by strong ADR
• As at YTD February 2018, Revenue Per Available Room (RevPAR) increased by 

14.1% y-o-y to RMB 630.3. The significant improvement in RevPAR can be mainly 
attributed by Average Daily Rate (ADR) growth, which sharply increased 7.8% 
y-o-y to RMB 986.7. Meanwhile, occupancy climbed 3.6 percentage points y-o-y 
to 63.9%.

• On a moving annual average basis, occupancy increased by 3.0 percentage 
points y-o-y to 74.7%.  ADR likewise increased by 3.1% y-o-y to RMB 1,035. The 
combination of occupancy and ADR growth resulted in a 7.4% y-o-y increase in 
RevPAR to RMB 776.

Outlook: Upscale hotel performance growth to continue  
• Ongoing land policies by the government continue to limit new hotel supply 

in traditional business clusters and city center areas.  Growing demand and 
limited new supply are expected to drive ADR growth on upscale hotels located 
in respective areas. 

• Transportation integration, environment protection and balanced industry 
development in the Beijing-Tianjin-Hebei region are expected to boost demand 
from both the leisure and business sectors.

“RevPAR continues to grow in 
the Beijing market.”

David Marriott, Senior Vice President - 
Hotels & Hospitality Group, 

Greater China

Note: Beijing Hotels refers to Beijing’s upscale hotel market.

Beijing

Upscale Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global, JLL
Note: MAA - Moving Annual Average

Source: Industry sources, JLL

YTD February 2018

RMB 630.3   
RevPAR Growth Y-O-Y

14.1%

Stage in RevPAR Cycle

RevPAR
Rising
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Shanghai
“Hotel performance faces 

pressure amid major future 
supply additions.”

David Marriott, Senior Vice President – 
Hotels & Hospitality Group, 

 Greater China

Shanghai tourism market continues to show upward trend
• According to latest statistics available, total visitor arrivals was recorded at 

327.2 million for 2017, representing a growth of 7.4% y-o-y. The increase was 
largely driven by domestic visitors, which grew 7.4% y-o-y to surpass 300 million 
for the first time.

• The market is projected to grow by 5.0% y-o-y in 2018 as the emerging middle 
class continues to spend on travelling.

Shanghai to witness a spur in hotel supply in 2018
• Approximately 7,000 rooms are expected to enter the market in 2018. The 

new supply is largely concentrated in the city’s decentralised areas such as 
Hongqiao, Jiading and Songjiang.

• As at YTD March 2018, a total of 1,300 rooms have entered the market with 
notable openings including: Bellagio by MGM Shanghai (162 rooms), Shanghai 
Marriott Hotel Kangqiao (338 rooms), and Hyatt Place Shanghai Tianshan Plaza 
(150 rooms).

Large supply addition puts pressure on occupancy
• While occupancy saw decline as at YTD February 2018, the addition of new 

upscale and luxury properties will help to bolster the market-wide Average Daily 
Rate (ADR).

• As at YTD February 2018, ADR for upscale and luxury hotels had grown by 2.1% 
y-o-y with occupancy declining by 4.1% y-o-y in the same period. As a result, 
Revenue Per Available Room (RevPAR) fell by 2.1% y-o-y to RMB 594.

Outlook: Supply additions to challenge trading performance
• While visitor arrivals to Shanghai is forecast to see steady growth, the large 

hotel development pipeline remains a concern for the Shanghai hotel market.

• Submarkets such as Hongqiao will face pressure in growing its RevPAR 
with incoming supply materialising over the next two years. Hotel trading 
performance is expected to be challenged in those submarkets in the near 
future.

Note: Shanghai Hotels refers to Shanghai’s upscale and luxury markets.

YTD February 2018

RMB 594.3  
RevPAR Growth Y-O-Y

-2.1%

Stage in RevPAR Cycle

RevPAR
Falling

Upscale Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global , JLL
Note: MAA - Moving Annual Average

Source: Industry sources, JLL
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Tokyo

Robust room demand supported by growing inbound visitors
• A total of 54.1 million visitor nights were spent in Tokyo in 2017, representing 

12.7% of all visitor nights across Japan. International accommodation guests, 
which account for 34.5% of the total accommodation guests in Tokyo, 
increased by 15.6% y-o-y to 18.6 million. Domestic guests also increased by 
1.8% y-o-y to 35.4 million.

• Inbound visitation to Japan achieved a record number of 28.7 million in 2017, 
a 19.4% growth y-o-y. This did not all translate into accommodation demand 
within Tokyo as raising room rates saw some demand shifting to satellite cities 
which are gaining popularity, as well as the increased usage of Airbnb-type 
accommodation.

Addition of one four-star hotel in 1Q18
• A 164-room lifestyle hotel, Hyatt Centric Ginza Tokyo opened its doors in 

January 2018 as the brand’s first hotel in Asia-Pacific.

• There are a number of luxury hotel openings in the pipeline towards the 2020 
Tokyo Olympics. Major new hotel openings include the redevelopment of Hotel 
Okura Tokyo, scheduled for completion in 2019, the Four Seasons Otemachi, 
and two EDITION hotels by Marriott (Toranomon and Ginza) in 2020.

RevPAR improvement driven by strong ADR growth
• The Tokyo hotel market witnessed further growth, with a Revenue Per Available 

Room (RevPAR) increase of 12.0% y-o-y, as at YTD February 2017. This was 
attributed to ADR improvement of 7.5% y-o-y, and supported by an occupancy 
growth of 4.2%.

• No hotel transactions were announced in the luxury hotel sector in Tokyo 
during 1Q18. While investors’ appetite for hotel assets remained strong, luxury 
hotel offerings are rare in Japan, particularly in Tokyo.

Outlook: Hotel performance to remain healthy
• RevPAR is expected to grow steadily, supported by ADR growth. Although the 

new home-sharing act which legalises Airbnb-type business under room night 
and other local authority restrictions will be effective as of June 2018, it is 
expected that Tokyo’s luxury hotel market will remain largely unimpacted.

• The number of hotel investment transactions are expected to grow over 
the next 12 months due to an increase in supply of limited-service hotels to 
be offered for sale by developers as well as narrower price expectation gap 
between sellers and buyers.

“Growing inbound demand 
enables rate-driven 

improvement in trading 
performance.”

Tom Sawayanagi, Head of Hotels & 
Hospitality Group, Japan

YTD February 2018

JPY 43,271
RevPAR Growth Y-O-Y

12.0%

Stage in RevPAR Cycle

RevPAR
Rising

Luxury Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global , JLL
Note: MAA - Moving Annual Average

Source: Industry sources, JLL

Note: Tokyo Hotels refers to Tokyo’s luxury hotel market.
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“RevPAR performance 
showing signs of further 
recovery on the back of 
favourable demand and 

supply factors.”
Mike Batchelor, CEO – Hotels & 

Hospitality Group, Asia

Strong performance in tourism sector likely to continue in 2018 
• For the second year in a row, both tourism receipts and visitor arrivals set 

new highs in 2017. Arrivals grew by 6.2% y-o-y to 17.4 million, beating the 
government forecast of 0-2% growth. Underpinned by global economic 
recovery and continued improvements in flight connectivity, Singapore expects 
to observe 1-4% growth in 2018.

• In 2017, almost all key source markets registered growth, except for Taiwan 
(-13.4% y-o-y) and Thailand (-2.8% y-o-y). China and India, which are amongst 
the top three source markets, contributed to the bulk of the growth in visitor 
arrivals, registering double-digit growths of 12.7% and 15.9%, respectively. As 
of YTD Jan 2018, most key source markets continue to post growth, particularly 
India, which grew 35% y-o-y.  

Incoming hotel supply to taper off in 2018
• Following the significant supply addition in 4Q17, incoming supply is expected 

to taper in 2018 with only 541 rooms entering the market. All incoming supply 
will be in the upscale and luxury segment.

• There were no hotel openings in 1Q18.  Going forward, expected openings 
include the Six Senses Duxton, Dusit Thani Laguna Singapore, Six Senses 
Maxwell and The Patina, Capitol Singapore.  

Improvement in RevPAR underpinned by ADR growth
• As at YTD February 2018, occupancy for luxury hotels increased by 2.0% y-o-y to 

76.9%. Average Daily Rate (ADR) reached SGD 402, an increase of 1.1% y-o-y.

• As a result, Revenue Per Available Room (RevPAR) increased by 3.1% y-o-y to 
SGD 309. On a moving average basis, RevPAR declined marginally by 1.2% y-o-y 
from SGD 313 in February 2017 to SGD 309 in February 2018.

Outlook: Government initiatives to aid performance  
• Hotel demand is expected to remain strong due to continued arrivals growth 

and improving global economy. Limited incoming supply in 2018 should 
reduce supply-side pressures. With favourable supply and demand factors, we 
anticipate hotel trading performance to pick up particularly in 2H18.

• Increased marketing efforts by Singapore Tourism Board (STB), coupled 
with the positive outlook in Asia-Pacific tourism, should continue to drive 
visitor arrivals growth. Government-led initiatives under the Hotel Industry 
Transformation Map (ITM) will lend greater support to the hotel industry’s 
continued drive for innovation and transformation, enhancing its overall 
competitiveness.

Note: Singapore Hotels refers to Singapore’s luxury hotel market. 

YTD February 2018

SGD 309
RevPAR Growth Y-O-Y

3.1%

Stage in RevPAR Cycle

RevPAR 
Rising

Luxury Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global , JLL
Note: MAA - Moving Annual Average

Source: Industry sources, JLL
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Bangkok

International arrivals remain strong
• International tourist arrivals to Bangkok reached 22.8 million in 2017, 

representing a 9.9% y-o-y growth. This remains driven by Chinese arrivals at 
11.6% y-o-y growth, accounting for 27.8% of all international visitors.

• As Thailand seeks to diversify its source markets, Bangkok saw strong growth 
from South Korea, India and Malaysia, which saw y-o-y uplifts of 24%, 19.1% and 
12.9%, respectively. However, the three source markets remain a mere 15.6% of 
international visitors to Bangkok, as China remains a key driver.

Close to 1,000 room additions in 1Q18
• 1Q18 saw the addition of 967 keys, over half of which are midscale openings. 

The remainder of 2018 expects to see 2,914 key additions with a concentration 
in the upscale segment. Looking ahead in 2018, anticipated openings include 
the Waldorf Astoria, The Bangkok Edition by Ritz-Carlton and the Lancaster 
Bangkok.

• While Bangkok will see a large supply growth of almost 4,000 keys in 2018, 
close to half of these will be located outside of the traditional tourist areas 
of Sukhumvit. Supported by improvements in public transportation, repeat 
visitors are expanding their accommodation selections outside of the Bangkok 
city centre.

Strong ADR growth on the back of high occupancy
• As at YTD February 2018, Revenue Per Available Room (RevPAR) in the Bangkok 

luxury market hit double growth at 10.2% y-o-y to THB 6,020. The growth was 
driven by an Average Daily Rate (ADR) increase of 6.4% y-o-y as occupancy 
reaches 85.5% as at YTD February.

• All other hotel segments tracked also saw ADR y-o-y growth due to strong 
occupancy, particularly the upscale segment which registered ADR growth of 
9% y-o-y. RevPAR increase was registered across all segments.

Outlook: Large incoming supply may slow occupancy growth
• As Bangkok prepares for a large supply influx and with already high occupancies 

at existing hotels, the market may experience slower occupancy growth. 
Likewise, ADR improvements may be tempered as existing properties attempt 
to maintain market share.

• However, ongoing expansions to the airports and Bangkok’s public 
transportation system should continue to grow visitor numbers and distribute 
demand to more areas of Bangkok. The positive outlook is further bolstered by 
government policies to drive visitor spending.

“Impressive hotel 
performance as all segments 
witness strong ADR growth.”

Mike Batchelor, CEO – Hotels & 
Hospitality Group, Asia

Luxury Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global , JLL
Note: MAA - Moving Annual Average

Source: Industry Sources, JLL

YTD February 2018

THB 6,020  
RevPAR Growth Y-O-Y

10.2%

Stage in RevPAR Cycle

RevPAR
Rising

Note: Bangkok Hotels refers to Bangkok’s luxury hotel market.
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“RevPAR stagnates 
as hotels reduce room rates 

to capture occupancy.”
Mike Batchelor, CEO – Hotels & 

Hospitality Group, Asia

Continued visitor arrivals growth in 2017
• International visitor arrivals to Jakarta reached 2.6 million in 2017, reflecting 

continued growth of 6.0% y-o-y. As the capital and financial hub for Indonesia, 
hotel demand in Jakarta continues to be heavily dependent on corporate 
and government demand. As of YTD Feb 2018, international visitor arrivals 
continued its upward trend, increasing 4.2% y-o-y.

• Recovery in oil prices and the global economy, coupled with the continued rise 
in Asian tourism should continue to support growth in visitation to Jakarta. 
Efforts to boost leisure demand are also underway as the government promotes 
the Thousand Islands in Jakarta as one of 10 new destinations in Indonesia.

Large incoming supply expected in 2018  
• 1Q18 saw only one hotel opening; this is the 180-room Aloft Jakarta Wahid 

Hasyim. Going forward however, a further 1,916 rooms are expected to enter the 
market in 2018. Notable upcoming openings include the 227-room Alila SCBD, 
the 227-room Park Hyatt Jakarta and the 126-room Regent Hotel Jakarta.  

• The majority of upcoming hotel supply are in the luxury and midscale segments. 
Most of the internationally branded luxury hotels will be located central Jakarta, 
whilst midscale hotels will be located throughout different parts of the city.

Improving occupancy rates offset by decline in ADR 
• As at YTD February 2018, occupancy for upscale hotels in Jakarta increased by 

6.0% y-o-y to 54.1%. However, this was offset by a fall in ADR of 5.7% y-o-y to 
USD 152. As a result, RevPAR remained constant.

• With regards to the moving annual average, RevPAR declined from USD 88 in 
February 2017 to USD 86 in August 2017, a fall of 1.7% y-o-y.

Outlook: Large incoming supply likely to fuel greater competition
• Should all expected openings materialise, significant supply addition should 

add pressure to existing hotel trading performance in Jakarta. This would put 
further pressure on rates in maintaining occupancy levels.

• Nevertheless, potential upside to demand remains with Indonesia hosting the 
Asian Games in 2018, which will be held in Jakarta and Palembang. Indonesia’s 
upcoming regional election will increase political activity and is expected to 
boost government demand for hotel rooms throughout the nation.

Note: Jakarta Hotels refers to Jakarta’s upscale hotel segment.

YTD February 2018

USD 82
RevPAR Growth Y-O-Y

0.04%

Stage in RevPAR Cycle

RevPAR 
Stable

Luxury Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global, JLL
Note: MAA - Moving Annual Average

Source: Industry sources, JLL

Jakarta
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High occupancy amid strong corporate and tourist demand 
• Sydney has experienced market-wide occupancy of 89.0% on a moving  

average annual basis for the 12 months ending February 2018.

• The opening of the International Convention Centre Sydney as well as the 
implementation of annual events by the New South Wales government,  
such as Vivid Sydney, have increased demand in traditionally weaker months.

There were two major hotel openings in Sydney throughout 2017
• Major hotel openings comprised the 590 room Sofitel Sydney Darling Harbour, 

which opened in October 2017 and the 188 room West Hotel Sydney, Curio 
Collection by Hilton, which opened in December 2017.

• Room stock growth is anticipated to average 3.7% per annum between 2018 
and 2023, with notable additions including but not limited to the Crown Hotel 
at Barangaroo (352 rooms), W Hotel Darling Harbour (590 rooms), and the Four 
Points by Sheraton Sydney, Central Park (297 rooms). 

Strong market fundamentals continue to support performance
• As at YTD February 2018, occupancy levels have decreased 2.0% y-o-y to 88.4%, 

while Average Daily Rate (ADR) experienced an increase of 4.0% y-o-y, resulting 
in Revenue Per Available Room (RevPAR) growth of 1.9% to AUD 249.

• As a result of the high occupancy and ADR experienced in Sydney, on a moving 
annual average basis, RevPAR for the 12 months ended February 2018 was AUD 
235, a record high.

Outlook: Hotel market expected to strengthen in 2018
• Stable occupancy and anticipated increases in ADR are expected to continue  

to push RevPAR upwards.

• While a relatively large number of rooms are anticipated to enter the Sydney 
market over the next three years, it is expected that continued strong demand 
should offset these supply increases.

“Sydney’s trading metrics 
continue to thrive with 
limited new supply and 

rising demand.”
Troy Craig, Managing Director - Hotels 

& Hospitality Group, Australia

Note: Sydney Hotels refers to all grades of accommodation and includes both hotels and serviced apartments.

YTD February 2018

AUD 249 
RevPAR Growth Y-O-Y

1.9%

Stage in RevPAR Cycle

RevPAR
Rising

Marketwide Hotel Trading Performance

Major Additions to Hotel Supply

Source: STR Global, JLL
Note: MAA - Moving Annual Average

Source: Australian Bureau of Statistics, JLL

Sydney



Note: All physical indicators charts are based on the local measurement standard - GFA or NLA. 
Office rental figures at the top of each market page refer to the main submarket in each city.
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