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Is the office facing extinction? Reading daily analysis and 
commentary, one would think that real estate is poised to 
experience a quantum shift in Asia Pacific and beyond. As 
a result of the COVID-19 impact, many outlets, including 
corporate CEOs and data pundits, are examining doomsday 
scenarios for the real estate sector as we know it. On the less 
extreme side, many are also predicting a fundamental shift in 
the way that occupiers of space, across industries, will utilize 
real estate in the post-COVID world.

At the moment, the focus for everyone should very rightly first 
and foremostly remain centred on the safety of people and 
taking necessary steps to ensure this.

For real estate, in the short-term, there will be disruption and 
challenges for this sector. Change, to some extent, is inevitable, 
and indeed welcomed. However, is this Asia Pacific real estate’s 
Uber moment? No, in our opinion. We believe that this impact 
and change is vastly overestimated in the medium-to-long 
term.

Putting it in the simplest terms possible, the office is not facing 
extinction! 

Why? Well, we believe that over the longer-term, COVID-19 is 
likely to act as a catalyst in the acceleration of vital megatrends. 
JLL has been highlighting these megatrends for over a decade. 
In the current environment, disruptions are further driving the 
evolution of our industry and ensuring that that momentum is 
gathering pace. 

While the immediate environment will not be smooth, humans, 
by nature, have short memories. This is not the first time that 
many have predicted “the demise of the office” - the last time 
we saw this was with the advent of the internet. Fast forward, 
and offices have remained central to daily business life. 

Particularly in Asia Pacific, there are many compelling reasons 
for the old normal of “day-to-day” to remain the core of the next 
normal. It is people who are ultimately the end-users of real 
estate and will drive how we evolve going forward. And yes, it 
will also be people who ensure that the office is far from extinct.

Happy reading.

Roddy Allan
Chief Research Officer, Asia Pacific

Hello
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While the resumption of work 
and life is an encouraging visual 
for Mainland China and the rest 
of the world, the big question is 
what is different? 

Given their mature stage in the global COVID-19 
cycle, several major markets in Asia Pacific are 
providing real-time examples of how a recovery 
may present in other markets regionally and 
potentially, globally. These same markets are also 
offering some optics on how occupiers will interact 
with real estate, like the office, as they re-enter 
communal spaces. 

Mainland China, which was initially the most 
impacted by the outbreak, provides a timely and 
live example of the resilience of the office model. 
The country is now showing signs of returning to 
normality. While the resumption of work and life 
is an encouraging visual for Mainland China and 
the rest of the world, the big question is what is 
different? 

Simply put, relatively little. At this stage, the 
expected and much-talked-about next normal 
is beginning to resemble the old normal. In 
Mainland China, corporations are already getting 
fully back to offices, after phased re-entries and 
an uncompromising focus on the health and 
wellbeing of employees. As of early May, across the 
country, nearly all workspaces and shops have re-
opened, with people operating in physical spaces 
to varying and increasing degrees, albeit, not at 
pre-outbreak levels yet.

Further evidence of the enduring appeal of 
traditional real estate spaces is occurring in the 
Hong Kong SAR. The territory is opening-up with 
many corporate offices back to work, albeit in a 
phased approach, with different teams re-entering 
at different points. Elsewhere, shops and much of 
the F&B sector have remained open throughout 
the outbreak - except for bars and entertainment 
venues for a limited period. However, even these 
establishments have now re-opened with social 
distancing requirements in place. 

If the office is not facing 
extinction, what will it look 
like in the re-entry world? 



4 | JLL Research  

The question we have been asking our clients and 
our colleagues is whether these two markets are 
outliers or indicators of the next normal relationship 
between people and real estate. While both markets 
remain well-entrenched in the recovery phase with 
the benefit of weeks of careful re-entry planning, 
some cautious optimism is rightly abounding in the 
return of economic activity. Furthermore, broader 
philosophical questions around the role of the office 
and other real estate spaces within the psychology 
of re-entry into professional and social lives are 
emerging concurrently. 

While Mainland China and Hong Kong provide some 
real-time insights, they are part of a more extensive 
timeline that will likely result in some changes 
for commercial real estate, but ultimately more 
consistency with pre-COVID times. 

What is framing our opinion of the next normal for 
real estate spaces across Asia Pacific? 

From where we stand, three distinct phases will 
emerge for occupiers when activating commercial 
real estate amidst lockdown relaxations:

Re-activate: planning how and when employees 
should begin to return to existing workspaces.

Re-focus: defining fit-for-purpose space and 
requirements for physical adaption.

Re-vitalise: adopting a long-term strategy to enhance 
wellness and leverage technology.
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The first phase will primarily address how and 
when people should begin to return to existing 
workspaces. At this point, which will occur at 
different times for different markets, dialogue 
about how space is structured and used once 
ready for re-entry, is underway. It is here 
where the conversation will increasingly pivot 
towards balancing health, safety, and financial 
implications. In Greater China, much of this phase 
has revolved around the idea of “building trust” as 
a core vessel in re-entering people back to work, 
be it office, retail, or manufacturing. Building trust 
has involved the implementation of any social 
distancing requirements from governments that 
are achieved within existing real estate spaces. 
Concurrently, ensuring that temperature and 
health checking of staff is diligently completed 
will become a hallmark of the reactivate space, 
as will the facilitation of tracing in the event of 
any further outbreaks. As this happens, work-
from-home policies will no doubt remain in place. 
Alternatively, the use of third-party spaces may 
also provide a level of additional functionality. 
While government directives are strictly enforced, 
as they no doubt will be in other markets, the 
ongoing success of the Greater China markets in 
combating, containing, and restoring a semblance 
of continuity in professional and social life also 
comes down to employers and individuals being 
alert and self-protecting. 

(re) activate
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Phase two will follow the re-activate period. In this 
phase, occupiers of space will move the conversation 
towards the examination of what now defines “fit-for-
purpose” for their corporation, culture, and people. It 
is at this stage that implementation of any medium-
term physical adaption of space, to ensure they meet 
operational requirements longer-term, will become a 
reality. When occupiers enter this phase, changes in 
occupational and corporate real estate strategies will 
come to the forefront. Still, if early observations in 
Greater China tell us anything, it is that overhauling 
structural changes to spaces like offices are not 
entering discussions at this point. For example, 
re-entry at JLL’s offices in Shanghai and Hong Kong 
took considerable planning, with the health and 
well-being of employees the foremost consideration. 
After phased re-entry of teams and consultation with 
end-users, familiarity and consistency have proven 
an effective re-entry strategy. Desks have not moved. 
The much-quoted concept of “de-densification” 
has not happened. And, other than temperature 
checking, registration, wearing masks, and adhering 
to more disciplined personal and environmental 
hygiene, business is already very much returning 
to normal, but this has only occurred due to a 
considered approach that places the end-user at the 
center of all broader re-entry decisions.

(re) focus
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Phase three is firmly grounded in the long-
term future. It is here whereby corporations 
will focus on the visioning of their real 
estate strategies and implementation of 
said strategies to meet future organizational 
and business goals. From our conversations 
with occupiers, the office plays a core role in 
revitalization. Time and time again, the longer-
term goals, at least here in Asia Pacific, tell us to 
expect a relatively similar real estate ecosystem, 
albeit with environmental tweaks and upgrades 
to align with commitments of building trust 
and ensuring fit-for-purpose spaces. Cost 
pressures on P&Ls post-COVID-19 will exist, and 
this is likely to limit the appetite for additional 
P&L expenditure from corporates in 2020 and 
2021. However, we see an evolution in the near-
term, through whereby real estate will enhance 
its focus on wellness and technology. Part of 
this transition could easily focus around a more 
flexible workplace strategy, both within existing 
spaces and external locations. As a sign of the 
times, whereby wellness was associated with 
a gym and a complimentary surplus of apples, 
this definition and expectation from end-users 
will change considerably going forward.  

(re) vitalize
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In the context of (re)activate, (re)focus and (re)vitalize, and global containment practices such as social 
distancing, the office, and retail sectors are understandably coming under increased scrutiny. When analyzing 
the sectoral implications in more detail, our thesis that fundamental change is unlikely to occur in Asia Pacific 
is further supported.

remain at the heart of employers’ occupational 
strategies in Asia Pacific. Similarly, we do not foresee 
any large-scale de-densification of traditional spaces. 
The primary change we may see is the continued 
redesign of spaces with a focus on the “highest and 
best” use to deliver organizational and end-user 
objectives. The office will remain core, but the design 
revolution will likely gain steam.

A beneficiary may be well-operated third-party 
flexible operators. Some present a compelling 
alternative to achieve future short-and-medium-
term expansion plans for existing occupiers looking 
for additional space. The flexible business plan 
may align with specific occupier goals during the 
current environment, especially related to capital 
expenditure. However, corporates need to be diligent 
in selecting secure providers, given consolidation 
projections in the third-party space. Additionally, 
they will need to pay close attention to the 
operational practices of operators to ensure proper 
health and safety measures are implemented.

Office
Over the coming weeks and months, more 
corporates will re-enter the office. We do expect 
them to follow government policy/protocols, 
observing stricter distancing, and social gathering 
measures. However, where we see re-entry differ 
from Mainland China, which can be used as a 
potential benchmark, government policy is likely 
to be one critical driving factor that will influence 
individual re-entries for each market. 

Corporate occupiers and CEOs will rightly re-
examine business models. They will also be 
discussing the level to which they may consider 
recalibrating the amount of space dedicated to 
traditional leased office space upon lease expiry, 
or even before. These conversations will occur 
through the filter of balancing business goals with 
the health and wellbeing considerations of staff. In 
doing so, occupiers may also potentially leverage 
some degree of third-party flexible space and 
institute more work-from-home offerings. 

While some change may result from high-level 
corporate discussions, we expect the office to 
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Work-from-home:  The crisis has shifted perceptions around the scale, effectiveness, and potential of remote 
working – previously, the opinion was that remote working would not work in this region. Working from home 
has succeeded in large part in Asia Pacific during the pandemic because it has had to work. That does not 
mean that it presents a sustainable and optimum long-term solution for all corporates.

The bottom line: The office is not facing extinction!

• Smaller apartment sizes and spaces.

• Multi-generational family unit.

• Generational considerations – with smaller 
spaces at home, for many millennials, the 
office and work environment provide an 
extension of personal culture, social life, and 
space used in private time.

• Tech infrastructure – slow internet 
connectivity is a hindrance in some countries. 
Furthermore, the cost of setting up tech 
infrastructure is also a concern for small 
medium enterprises, along with security 
considerations for specialist workstreams.

Continued challenges make work-from-home less practical 
for many employees

Irrespective of location, the work-from-home model is far from perfect and has presented significant practical 
challenges for employees to work effectively. That said, this event has offered a catalyst for a change in 
perception of this model. In other words, work-from-home models have become a legitimate part of a 
balanced business strategy providing employees with a more flexible approach to their work-life balance. 
Still, it should not be interpreted as the next normal. 
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Factors influencing our view:

Organizational culture: Organizational 
culture is the set of shared beliefs, values, 
and traditions that have a significant 
effect on how people behave within 
organizations. Renowned psychologist 
Edgar Schein has documented this 
ecosystem in detail. He broke down the 
basics of organizational culture into three 
main elements: 

In Schein’s view, the built environment 
plays a central role in the psychology of 
an organization, which is mainly what 
we are focusing on here and we share 
his thoughts. This forms part of what he 
defined as “artifacts.” The layout, design, 
elegance of space, furniture, sounds of the 

Behavior and artifacts 
visible manifestations of 

organizational culture 

Espoused values 
formalized statements of 

organizational culture

Basic assumptions 
tacit suppositions 
of organizational 

culture

workspace, attractive visuals, or even dress code, all form and shape part of organizational culture, and 
importantly, cannot be replicated in third-party space or home work environments.

Successful organizations do not merely have goals. Instead, they achieve goals and outcomes by 
immersing their employees in their organizational culture. Whether this be the way employees talk, think 
or behave, the office provides a central role in creating a space and culture to unite around shared values. 
A physical office offers an environment where employees, both young and old, enter with a source of 
pride and belonging – the workplace or office as a “badge of honor.”

Innovation: Today’s corporates operate in an increasingly fast-moving environment where innovation 
is key to retaining a competitive edge and enhancing company performance. Innovators like Tencent, 
Alibaba, Tesla, and many more pride themselves on collaborative cultures and workspaces that drive 
excellence and innovation.

As the pace of change continues to accelerate, the need for teams of individuals to collaborate to achieve 
innovation gathers pace in tandem. Remote collaboration is possible. However, face-to-face collaboration 
will remain the preferred and more efficient enabler of the innovation phenomenon.
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Retail
The retail sector had been experiencing 
disintermediation from online retail well before 
the onset of COVID-19. We see the current situation 
as an accelerator for further transition – especially 
with online non-discretionary retail such as food 
shopping and food deliveries. However, this is not 
to say that traditional retail formats and the high-
street are not set to continue to be valid models. In 
contrast, like the office space, brick-and-mortar retail 
will retain a central role in the fabric of Asia Pacific 
society, as it has for a millennium.  

Retail will be a first 
destination in social re-entry
• Retail transcends consumption in Asia, and 

this fact will ensure its longer-term future. For 
example, environmental factors such as the 
warm climate and humidity in Asia mean that 
malls offer large leisure spaces for people to 
interact and spend their spare time.

• Smaller home sizes also help drive end-users to 
embrace malls as additional recreational space.

• Generally, eating out is more prevalent in Asia 
Pacific than other regions, which will accelerate 
recovery in F&B traffic.

Anecdotal evidence from Mainland China is 
already showing that traditional retail is bouncing 

back quickly, albeit not to pre-crisis levels. Some 
luxury retailers have seen a considerable volume 
of business post lockdown - a Hermes store in 
Guangzhou experienced what was reported to be the 
largest single-day sales of any boutique in Mainland 
China on their re-opening day, reportedly with sales 
of US$2.7 million.  

It’s clear from current negative net absorption 
figures that even retail in Mainland China remains 
challenged for now and will remain so for some time. 
But is the model finished? We think not. 

Lower retail space per capita than other regions 
and a fast-growing middle-class population 
should ensure a position for the traditional 
retail model across Asia Pacific. Indeed, with 
the some of the highest levels of online retail 
in the world (20%+ in Mainland China) in Asia 
Pacific, the current environment has accelerated 
omnichannel strategies, with retailers, mall 
operators, and influential opinion-leaders building 
online communities which will further spur digital 
innovation within the sector.

But does this signal the final chapter for retail? As 
easing this in Mainland China has exhibited, retail 
is part consumption, part social and part cultural. 
If the two former aspects exist in Asia Pacific, retail 
will continue to serve an essential purpose in the 
daily lives of people and a source of familiarity and 
consistency in a re-entering world. 
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The question remains which countries across Asia 
Pacific will be next to relax lockdown measures, and 
how will re-entry present? Will the Greater China 
example be followed, or will different markets follow 
unique re-entry paths?

Australia and New Zealand are likely to be the next 
Asia Pacific markets to allow a gradual resumption 
of professional and social activities. While Vietnam 
was the first country in South East Asia to start 
lifting restrictions due to low confirmed cases and 
community spread, Thailand has the potential to 

What happens next?

be the next country to re-enter given the success 
of its lockdown. These markets are also positioned 
to move quickly, resuming a staged re-entry to 
economic and social consistency. 

As more countries ease lockdown measures and 
gradually bring their economies on line, a recovery 
should begin to form in Asia Pacific in the second 
quarter. Weak internal and external demand will 
continue to restrain growth throughout 2020, but 
Mainland China should lead the way with others to 
follow in succession.
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