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HIGHLIGHTS

In Japan, prime cap rates 
have compressed to levels 
reminiscent of the 2006 
to 2008 property boom. 
Going forward, the degree 
to which the market can 
accept lower yields will 
depend on the bullishness 
of investors regarding the 
leasing outlook. Australia 
continues to see strong 
investment appetite, 
historically low interest 
rates, low unemployment 

and a strengthening of non-
mining economic activity. 
2015 looks to deliver more 
of the same. In China, 
deal negotiations point 
to a softening of pricing 
as uncertainty about the 
market's ability to absorb 
vast amounts of new supply 
increases. In Hong Kong, 
generally suppressed 
volumes remained with the 
exception of the residential 
market where primary 

launches are being well 
received. ln Singapore, low 
initial yields have not been 
an effective deterrent to 
funds raised from domestic 
corporations and high net 
worth club deals which 
attempt to profi t from the 
strata title sale of units in 
commercial buildings which 
were bought en bloc.
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Bangkok
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Savills is a leading global real 
estate service provider listed on 
the London Stock Exchange. The 
company, established in 1855, has a 
rich heritage with unrivalled growth. 
The company now has over 600 
offi ces and associates throughout 
the Americas, Europe, Asia Pacifi c, 
Africa and the Middle East.

In Asia Pacifi c, Savills has 53 
regional offi ces comprising over  
22,000 staff. Asia Pacifi c markets 
include Australia, China, Hong Kong, 
Japan, Korea, Macau, New Zealand, 
Taiwan, Thailand, Singapore and 
Viet Nam, with associate offi ces 

in Malaysia and the Philippines. 
Savills provides a comprehensive 
range of advisory and professional 
property services to developers, 
owners, tenants and investors. 
These include consultancy services, 
facilities management, space 
planning, corporate real estate 
services, property management, 
leasing, valuation and sales in 
all key segments of commercial, 
residential, industrial, retail, 
investment and hotel property.

A unique combination of sector 
knowledge and entrepreneurial fl air 
gives clients access to real estate 

expertise of the highest calibre. 
We are regarded as an innovative-
thinking organisation supported by 
excellent negotiating skills. Savills 
chooses to focus on a defi ned set of 
clients, offering a premium service 
to organisations and individuals 
with whom we share a common 
goal. Savills is synonymous with a 
high-quality service offering and a 
premium brand, taking a long-term 
view of real estate and investing in 
strategic relationships.

An introduction to Savills

Source: Savills Research & Consultancy
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Australia’s association with Asia goes 
back to the gold rush of the 1850’s 
when signifi cant immigrants came in 
search of their fortune. Many stayed 
and large diasporas have developed. 
Since the gold rush there have 
been many waves of immigration to 
Australia from countries all over the 
world.  These communities bring 
capital with them and encourage 
foreign investment in both directions. 
Residential property is a natural 
benefi ciary of trends in immigration. 

Australia, like most of the world, faces 
the challenges and opportunities of 
an ageing population. One way to 
help offset the government budgetary 
impact of the ageing of the population 
is to bring more taxpayers into the 
country. This policy is designed to 
combat foreseeable skills shortages 
and to bridge the gap in income tax 
receipts. This policy is expected to 
result in the Australian population 
growing from approximately 23 million 
to over 35 million by 2050.

As most of this population growth is 
forecast to come from Asia we can 
foresee greater capital fl ow between 
Asia and Australia as more business 
opportunities present themselves. 
For example, both Sydney and 
Melbourne are expected to house a 
Chinese population of approximately 
2 million people each. This large 
diaspora ought to see more Chinese 
businesses establishing themselves 
in Australia in order to service this 
recently arrived immigrant population.

Capital fl ows to Australia in search 
of commercial property refl ect this 
growing trend. A familiarity with 
Australia, the stability of the economy, 
the transparency of the markets, 
the rule of law and freehold title are 
just some of the characteristics that 
attract capital not only from Asia but 
from all around the world.

In the fi rst half of 2014, Australia has 
received over US$2 billion of capital 
from Asia purchasing commercial 
property. The state capital cities of 
Sydney and Melbourne are receiving 

the lion’s share of the capital. Once 
this early capital is established we 
expect to see it venture further 
afi eld as opportunities are found 
in Canberra, Perth, Adelaide and 
Brisbane. This capital is not short 
term, speculative capital, but 
rather long term, seeking stable 
assets. Overseas developers, too, 
fi nd plentiful opportunities in the 

undersupplied residential markets 
of Melbourne and Sydney. Current 
forecasts require approximately 
14,000 apartments a year to be built 
in Melbourne and Sydney for the next 
35 years. 

It would appear Australia and Asia 
have a shared destiny well into the 
future.

TABLE 1

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

GRAPH 1

Capital infl ow to Australia, 1H/2014

Source: Real Capital Analytics

Property Location Price Buyer Usage

CBW Complex, cnr Bourke  
& William Streets

Melbourne, 
VIC A$608.1 mil/US$529.1 mil

GPT Wholesale Offi ce 
Fund (50%) and GPT 

Group (50%)
Offi ce

52 Martin Place Sydney, NSW A$555.0 mil/US$482.9 mil REST Industry Super Offi ce

700 Bourke Street Docklands, 
VIC A$433.5 mil/US$377.2 mil AMP Capital Wholesale 

Offi ce Fund Offi ce

Mt Ommaney Centre Mt Ommaney, 
QLD A$416.3 mil/US$362.1 mil

Federation Centres (25%) 
and TIAA Henderson RE 

(75%)
Retail

321 Exhibition Street Melbourne, 
VIC A$208.0 mil/US$180.9 mil Investco Real Estate Offi ce

DEXUS Business Park Rosebery, 
NSW A$190.0 mil/US$165.3 mil Meriton

Industrial 
(residential 

development 
site)

SachsenFonds portfolio
(4 buildings) Adelaide, SA A$175.0 mil/US$152.3 mil Lend Lease Offi ce

201 Kent Street (50%) Sydney, NSW A$173.0 mil/US$150.5 mil Investa Property Group Offi ce

Paul Craig
Managing Director 

International Investment
+61 2 8215 8888

pcraig@savills.com.au

Tony Crabb
National Head

Research
+61 3 8686 8012

tcrabb@savills.com.au

Australia
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China (Northern) - Beijing

TABLE 2

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

GRAPH 2

Beijing en-bloc transactions volumes, 2007–Q3/2014

Source: Savills Research & Consultancy

Property Location Price Buyer Usage

Huajia Hu Tong plot Xicheng district RMB7.46 bil/US$1,221 mil Jinjia Real Estate Commercial-
zoned plot

Liu Niang Fu plot Shijingshan 
district RMB4,92 bil/US$804.9 mil Dejun Real Estate & 

Ao Chen Real Estate
Residential-
zoned plot

Fengtai Nanyuan plot Fengtai district RMB4.22 bil/US$690.8 mil Tianheng & BFS 
Chang'an Real Estate

Residential-
zoned plot

Shunyi New City plot Shunyi district RMB2.93 bil/US$479.6 mil Shunyi New City
Real Estate

Residential-
zoned plot

Changping Shanhe plot Changping 
district RMB2.33 bil/US$381.4 mil RuiKun Real Estate Residential-

zoned plot
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Supported by limited prime 
investment stock, combined 
with steady demand from both 
domestic and overseas investors, 
Beijing’s Grade A offi ce capital 
values stabilised at an average 
of RMB64,100 per sq m in 
Q3/2014. Given that Grade A 
offi ce rents appreciated for the 
second consecutive quarter, the 
price expected by landlords also 
increased. Despite the lack of 
prime investment stock, investors 
are expected to continue seeking 
opportunities. Several projects 
are currently under negotiation, 
however, the higher than expected 
prices may delay the transaction. 

Nevertheless, the en-bloc sales 
market continued to witness a pick-
up in transaction volumes in the third 
quarter. Three deals concluded in 
Q3/2014, for a total consideration of 
RMB5.7 billion, bringing the year-to-
date total consideration to RMB12.0 
billion. En-bloc transactions this 
quarter included:

Hunan TV, a domestic 
media company, acquired Poly 
International Plaza Tower 3 from 
Poly Real Estate, for RMB1.37 billion.

58.com, a domestic internet 
company, purchased Electronic 
Town IT Industrial Park A5 from 
Beijing Electronic Town for 
approximately RMB1.03 billion.

China Reinsurance, a domestic 
fi nancial enterprise, purchased 
Financial Street Guang’an Center 
Plot C Offi ce from Financial Street 
Holdings for RMB3.3 billion.

Domestic buyers were the main 
demand drivers this quarter, all 
purchasing for self-use, as they 

have easier access to core assets. 
Offi ce developments were the most 
favoured by investors in the en-bloc 
sales market, especially within the 
Wangjing and BFS areas.

Limited prime investment stock, 
combined with steady demand 
from both domestic and overseas 
investors, is expected to support 

Grade A offi ce capital values 
despite further rental decline. As a 
result, Grade A offi ce gross yields 
are anticipated to see a moderate 
decline during the reminder of 2014. 
Given Beijing’s limited investable 
stock available for sale, the en-bloc 
sales market is expected to remain 
relatively quiet in Q4/2014.

Grant Ji
Senior Director

Investment
+86 10 5925 2088

grant.ji@savills.com.cn

Joan Wang
Director

Research
+86 10 5925 2042

joan.wang@savills.com.cn



06  

Asia Pacifi c | Investment Quarterly

China (Northern) - Tianjin

TABLE 3

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

GRAPH 3

Land supply and transaction volumes, Q1/2011–Q3/2014

Source: Savills Research & Consultancy                                                                                                                             

Property Location Price Buyer Usage

Plot 2014-078 (JXD) Hexi district RMB4.58 bil/US$746.4 mil Tianjin Real Estate Co, Ltd Mixed-use 
development site

Plot 2014-079 (JXD) Hexi district RMB3.93 bil/US$640.5 mil China Overseas Property 
Co, Ltd

Mixed-use 
development site

Plot 2014-069 (JXH) Hexi district RMB3.97 bil/US$646.1 mil Peking University 
Resource Co, Ltd

Mixed-use 
development site

Plot 2014-093 (JHD) Heping district RMB350.0 mil/US$57.0 mil Tianjin Rural 
Commercial Bank

Commercial 
development site
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Tianjin’s land market experienced a 
rather sluggish quarter in Q3/2014, 
compared to transactions during 
the same period in 2013. Only 27 
land plots were transacted, totalling 
more than 1.5 million sq m, of 
which 71.4% was concentrated in 
fringe areas in terms of volume. 
Transaction volumes stood at 
RMB16.2 billion, almost half of the 
fi gure in Q3/2013, during which 69 
profi t-oriented land plots throughout 
the city were transacted, along with 
several good quality land plots with 
high premiums in the city centre. 

Although most transactions 
occurred in Wuqing district, the 
cancellation of the quasi-hukou 
cooled developers’ enthusiasm in 
purchasing land plots in Wuqing 
district. The majority of the newly 
launched plots in this district are not 
zoned for residential use.

With a more bearish mood pervading 
the market, a downturn was inevitable 
in this traditionally slow season; the 
government, however, also became 
cautious about launching new land 
plots. Only 24 land plots were added 
onto the market in Q3/2014, of which 
20 were located in fringe areas, 
accounting for 66.8% of total supply 
in terms of volume. Binhai new area 
saw no new land plots released in the 
third quarter.

China Overseas Property Co. Ltd. 
bought Plot 2014-079(JXD) located 
in the New Badali area for a total 
consideration of RMB3.93 billion, 
at an accommodation value of 
RMB13,005 per sq m. This plot is in 
addition to the adjacent plot bought 
in early June 2014, to add to the 
two plots they had already acquired 
in this area for a total spend of 
RMB8.97 billion. Both plots will be 
developed as mixed-use projects 
which include residential, commercial 
and educational components. 

Plot 2014-078(JXD), also known as 
6-Li plot, was acquired by Tianjin 
Real Estate Co. Ltd., for a total 
consideration of RMB4.58 billion, 
at an accommodation value of 
RMB12,500 per sq m. A building 
of 220 metres high is expected to 
be constructed on this plot in the 
hopes of becoming a new landmark 
in Tianjin, and the highest within the 
New Badali area. Additionally, 6-Li 
plot is the only one among eight 
plots in the New Badali area where 
two metro lines intersect.

Tianjin’s municipal government is 
expected to launch 18 good quality 
land plots in the city centre by 
the end of 2014. These favourably 
located plots, with easy accessibility 
and improved facilities, were recently 
qualifi ed to be listed for sale. As 
planned, these plots cover a total site 
area of 1.8 million sq m, with a total 
GFA of approximately 5.11 million 
sq m. The plots will be developed 
as mixed-use projects, with around 
50% zoned for residential purposes, 
further satisfying demand for 
residential land in the city centre.

Andy Chee
Director

Savills Tianjin
+86 22 5830 8886

andy.chee@savills.com.cn

Jonathan Wang
Manager

Research
+86 22 5830 8877

jonathan.wang@savills.com.cn
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China (Western) - Chengdu

TABLE 4

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

Source: Savills Research & Consultancy

Property Location Price Buyer Usage

Plot JJ10 Jinjiang district RMB1,316 mil/US$215 mil COFCO Property
(Group) Co, Ltd

Mixed-use 
development site

Plot WH10 Wuhou district RMB13.81 mil/US$2.26 mil Sichuan Senzhuo Business 
Development Co, Ltd

Mixed-use 
development site
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Chengdu has long been considered 
as a city where people enjoy a 
leisurely pace of life, albeit with a 
stronger consumption rate than other 
areas of China. Over the past 10 
years, the proportion of Chengdu’s 
average consumer spending 
within their disposable income has 
reached 77.4%. Chengdu residents 
continue to prove their willingness 
to spend higher percentages of 
their disposable income on fashion, 
accessories and dining out compared 
to their more practical counterparts 
in Beijing and Shanghai. Chengdu’s 
retail sales maintained their upward 
trajectory, with city-wide retail sales 
reaching RMB134.23 billion in the 
fi rst seven months of 2014, up 13% 
year-on-year (YoY).

Retail in Chengdu has evolved at 
a remarkable speed. Improved 
performances of retailers already 
present in the Chengdu market 
have been attracting more potential 
investors and retailers to the city. 
Estee Lauder, for example, has 
achieved record sales of over RMB65 
million in its Wangfujing Department 
Store in Chengdu, making it the best 
performing store for their  own brand 
in the world in 2010. Additionally, 
Beauty of Dior’s Chengdu store was 
ranked fi rst for their own brand in 
sales, globally, for the sixth year 
running. The city’s retail market has 
also seen rapid expansion of many 
other brands, such as Burberry, 
expected to launch its fi fth store in 
Chengdu (in Lotte epartment tore) 
this year.

Strong performance has made 
the Chengdu retail market more 
attractive, with many international 
brands choosing to open their fi rst 
southwestern China stores in the 
city. Chengdu International Financial 
Square (CDIFS), a high-end, well-
known, mixed-used project, has 
introduced dozens of international 

brands to the market, including 
Chanel, Valentino, Lane Crawford 
and Abercrombie & Fitch, all of which 
are the companies’ fi rst stores in 
Chengdu and south-west China. 
These premium brands have raised 
the overall quality and infl uence of 
Chengdu’s retail sector.

This trend looks set to continue, 
with several new projects entering 
Chengdu’s retail market. By the end 
of 2015, Chengdu is expected to 
have 25 new retail developments, 
including high-end shopping malls 
such as Tai Koo Li and the Atrium, 
adding nearly 2.1 million sq m to 
the market. As a result, Chengdu’s 
total retail stock will reach nearly 7 

million sq m by the end of 2015. Tai 
Koo Li, in particular, will introduce 
a range of international brands, 
such as Alexander McQueen, Stella 
McCartney and Fangsuo Commune, 
some of which are launching their 
brand’s fi rst store in Chengdu and 
southwest China. These developers 
and retailers will push Chengdu’s 
retail market into a period of 
accelerated transformation. Through 
the use of the abundant branding 
resources, other existing projects will 
also be able to benefi t from these 
opportunities to upgrade themselves. 
Chengdu’s retail market continues 
to offer great potential for further 
development, even with  this amount 
of future supply.

GRAPH 4

Shopping mall and department store supply and stock, 

1995–2017E

Backy Fung
Head of Agency

West China
+86 28 8658 7111

backy.fung@savills.com.cn

Dave Law
Associate Director

Research
+86 28 8658 7111

dave.law@savills.com.cn
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China (Southern) - Guangzhou

On October 21, the National Bureau 
of Statistics released the latest data 
on the national real estate market 
for the fi rst three quarters of 2014. 
The report indicates that real estate 
development growth has continued 
to suffer a now nine-consecutive-
month decline throughout the fi rst 
three quarters of 2014. Meanwhile, 
the national property development 
prosperity index has fallen to 94.72, 
the lowest value since November 
2012. In the fi rst three quarters, 
nationwide real estate investment 
totalled RMB6.9 trillion, up 12.5% 
year-on-year (YoY).

Despite these challenges, the nation-
wide real estate market showed 
some positive changes during the 
last month, with transaction volumes 
recovering and price declines 
slowing. These changes can be 
attributed to the relaxation of housing 
purchase restrictions (HPRs) and 
housing policy adjustments by local 
governments to reduce the amount 
of administrative intervention. 
Additionally, to further boost the 
market, People’s Bank of China 
recently announced the easing of 
lending policies for second home 
buyers, which could increase 
demand in the sales market. 
Furthermore, credit restrictions 
on developers were also relaxed. 
Well-known developers will now be 
allowed to issue corporate bonds and 
medium-term notes – a move which 
could help ease cash fl ow pressure 
on developers. This combination of 
fi nancial and administrative policy 
changes is expected to restore 
market sentiment and performance. 
 
Mirroring trends seen in the national 
real estate market, fi rst-hand 
residential prices in Guangzhou 
suffered a three-consecutive-month 
decline in Q3/2014. Transaction 
volumes for new commodity housing 
in September reached 530,000 sq 
m, down 1.2% month-on-month 

(MoM), while transaction prices 
fell 3.0% MoM to RMB14,800 per 
sq m. Additionally, October saw 
more property pricing declines than 
increases, with some properties 
witnessing declines of more than 
12.0%.

Due to the large amount of existing 
stock, real estate developers are 
unable to increase their prices, as 

most developers continue to follow a 
basic price strategy based on market 
values. Therefore, facing increasing 
competition and in an effort to offl oad 
inventory, developers are lowering 
prices to advance sales. As fi rst-
hand residential stock in Guangzhou 
reached over 10 million sq m by the 
end of September, developers are 
expected to continue to focus on 
offl oading surplus inventory.

TABLE 5

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

Property Location Price Buyer Usage

City Garden Offi ce 
Building (six fl oors) Foshan RMB76.6 mil/US$12.5 mil Guangzhou Daily Offi ce

Tianlun Garden 
(1/F-4/F) Yuexiu district RMB266.0 mil/US$43.3 mil

Guangzhou 
Zhongxinfang Yuetou 

Enterprise Ltd
Retail

Guangzhou 2014-3 Conghua RMB103.8 mil/US$16.8 mil 
(est.)

Guangzhou GAC BYD 
New Energy Bus Co Ltd Industrial

Guangzhou 2014-002 Panyu district RMB94.3 mil/US$15.2 mil
Guangzhou Huachuang 

Animation & Cartoon 
Park Co Ltd

Industrial

Guangzhou 2014-20 Luogang 
district RMB574.9 mil/US$92.7 mil Financial Street Holding Residential

Guangzhou 2014-9 Panyu district RMB804.5 mil/US$129.7 mil Financial Street Holding Residential

Source: RCA, Savills Research & Consultancy

12

14

16

18

20

22

24

0 

2,000 

4,000 

6,000 

8,000 

10,000 

12,000 

National real estate investment YTD volume (LHS) YTD growth (RHS)

R
M

B
 (

b
il
li
o

n
)

%

GRAPH 5

National real estate investment YTD volume and YTD growth, 

Feb 2013–Sep 2014

Woody Lam
Managing Director
+86 20 3892 7168

woody.lam@savills.com.cn

Lucy Lui
Director

Research
+86 20 3892 7168

lucy.lui@savills.com.cn
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China (Southern) - Shenzhen

Source: Shenzhen Statistics Bureau, Savills Research & Consultancy 

TABLE 6

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

Property Location Price Buyer Usage

Jinda Industrial Area Bao'an district RMB1,762.2 mil/US$287 mil Galaxy Group Industrial

A property on 
Longcheng Street Longgang district RMB1,786.7 mil/US$291 mil Kaisa Industrial

Shenzhen 2014-14 Longgang district RMB423.7 mil/US$69 mil China Nuclear Power 
Engineering Industrial

The Shenzhen governments 
expected to launch fi ve plots in 
suburban areas for construction 
of class-A hospitals in the near 
future. The fi rst plot is located 
in Longhua with a land area of 
46,200sqm and land use rights 
for 50 years. Land price per fl oor 
area is extremely low, at RMB750 
per sq m. This total land price of 
RMB87 million is signifi cantly lower 
than other transactions in the area, 
thus demonstrating the amount of 
support medical development has 
from the government.

Only class-A hospitals which can 
provide more than 800 beds and 
at least 50% of basic medical 
services qualify for involvement in 
the bidding process. Furthermore, 
hospitals need to provide a 
minimum total project investment 
budget of RMB1.2 billion.Although 
the threshold is quite high, 17 
developers have already expressed 
their interest. This is good news 
for private hospitals who wish to 
purchase their own land. As a result, 
more hospital operators and medical 
personnel are expected to be 
attracted to Shenzhen.

Suffering from a bottleneck period 
in traditional markets, developers 
are more interested in a varied real 
estate market than ever before. Most 
are actively seeking to diversify their 
portfolios to enter new sectors such 
as tourism and eldercare service. 
However, the majority of developers 
have limited understanding 
ofprofessional medical projects, 
which require careful consideration 
before development, meaning 
cooperation with hospitals is 
essentialfor medical projects – not 
only for construction but also for 
subsequent operation.

Additionally,developers are showing 
great enthusiasm in eldercare 
service facilities. In May 2014,the 
Shenzhen government released two 
plots for this purpose. Transaction 
prices for these two plots reached 
RMB400 million and RMB280 
million, with premiums of sixand 
seventimes respectively. One 

land plotis located in the centre of 
Bao’an district with a land area of 
10,860 sq m. This was acquired by 
Qianhai Life Insurance for a land 
price ofRMB14,815 per sq m. The 
otherplot, located in Longhua with 
a land area of 6,900 sq m, was 
acquired by Shenzhen Rongtongxin 
Investment Limited for a land price 
reaching RMB18,397 per sq m.

Developers are planning to build 
high-end eldercare service 
facilities on these two pieces of 
land targeting affl uent and high-
net-worth individuals. According 
to estimates, the cost for each 
bed could reach RMB11,000 per 

month in the Longhua project By 
2020, Shenzhen’s eldercare service 
institutions will have increased from 
the current 30 to 70.

Land supply diversifi cation provided 
investors with more choices in 
Shenzhen, but because of slow 
growth in residential, commercial 
and offi ce markets, developers 
have shown an increasing interest 
in diversifi ed real estate markets, 
leading to tougher competition. 
Investors may have started paying 
more attention to new markets, 
but with a lack of fully developed 
profi t models, a cautious attitude is 
necessary for actual investment.

GRAPH 6

Five new plots for medical use in Shenzhen

Woody Lam
Managing Director
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China (Eastern) - Shanghai

China has witnessed a fl urry of 
activity within its hotel market in 
recent quarters, particularly in 
Shanghai, with investors snapping 
up properties – albeit with the 
primary motive  of converting the 
premises into offi ces.

The China hotel market has, 
over the last decade or so, been 
viewed as the sick man of China’s 
property market, with state directed 
oversupply often leading to 
occupancy rates barely reaching 
65% and average daily rates 
(ADRs) falling well short of other 
international markets.

Despite a slowing economy, 
increased domestic travel, both for 
business and leisure, has helped 
to support this struggling sector in 
recent quarters. As China continues 
to restructure its economy away 
from manufacturing and fi xed asset 
investment towards domestic 
consumption and services, there is 
an increasing scope for domestic 
business travel. At the same time, 
as businesses continue to mature, 
their operations have become 
increasingly spread out over 
wider geographical areas, with 
headquarters frequently sending 
senior management and specialists 
from hub cities to lower tier cities to 
lend support and oversight.

Concurrently, the emerging middle 
class, which has been touted for 
almost a decade as a potential 
transformational force in China, 
is starting to have far reaching 
consequences to business 
operations in China. This includes 
the hospitality sector as more 
upwardly mobile citizens look to 
broaden their horizons by learning 
more about overseas cultures, 
as well as developing a greater 
understanding of their own country 
and the many differences that are 

present in a country the size of 
China.

Hotel brands remain eager to tap 
into this market not only for the 
potential windfall that they might 
receive in China, but also as part of 
a broader branding campaign that 
could equally benefi t operators in 
overseas markets where Chinese 
nationals are accounting for an 
increasing portion of hotel guests. 
Local operators such as Jinjiang 

Group are looking at leveraging their 
brand in China to enter overseas 
markets either through acquisitions 
or more organic development. 
The recently proposed acquisition 
of New York’s Waldorf Astoria by 
Anbang Insurance for US$1.9 billion, 
and the international ambition of 
Dalian Wanda, also speak to the 
more aggressive nature of investors 
towards international assets looking 
to capitalise upon this emerging 
trend.

TABLE 7

Major investment transactions, Jul–Sep 2014

GRAPH 7 

Domestic tourism, 1995–2013

Source: China National Tourism Administration, Savills Research & Consultancy
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Property Location Price Buyer Usage

Shanghai World Trade Changning RMB3,563 mil/US$579 mil
Shanghai Industrial 
Ubran Development 

and Nan Fung

Showcase, 
exhibition and 

office

Sky SOHO Changning RMB3,050 mil/US$496 mil Ctrip Offi ce

Hongqiao Sincere Centre Minhang RMB1,330 mil/US$216 mil Ping An Trust Offi ce

Datang International 
Plaza Pudong RMB1,035 mil/US$168 mil Domestic buyer Offi ce

Source: Savills Research & Consultancy
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Hong Kong

GRAPH 8

Prime street shop rental and prices indices, Q1/2003–Q3/2014

Source: Savills Research & Consultancy 

TABLE 8

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

Property Location Price Buyer Usage

Kowloon Commerce 
Centre- Tower B Kwai Chung HK$1,400 mil/US$181 mil Asia Orient Offi ce

Lion Rise Wong Tai Sin HK$1,380 mil/US$178 mil The Link Management Retail

Fook Lee Commercial 
Centre Wanchai HK$1,105 mil/US$143 mil Asia Orient Offi ce

Camel Paint Centre Kwun Tong HK$1,080 mil/US$139 mil A local  investor Industrial

410 Kwun Tong Road Kwun Tong HK$1,300 mil/US$181 mil TBC Offi ce

Big Foot Centre Causeway Bay HK$1,600 mil/US$206 mil CLSA Offi ce

Commercial House Central HK$1,601 mil/US$207 mil Modern Day Offi ce
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Pro-democracy protests in various 
core business districts in Hong Kong 
have stolen the spotlight over the 
last fortnight as road blockades in 
Central, Admiralty, Causeway Bay 
and Mong Kok have had a larger-
than-expected adverse effect on 
traffi c conditions.  Nevertheless, 
despite the disruption, any direct 
impact on the property sector has yet 
to be felt, with the exception of street 
shops located on the blocked roads 
and offi ces located near government 
buildings.

In fact, the performance of the street 
shop sector had already weakened 
long before the protests with retail 
sales, in particular at the top end, 
slowing considerably since the turn 
of the year as Mainland spending 
dwindled.  While prime street shop 
rents declined by 5.6% over the fi rst 
three quarters, prices were at fi rst 
supported by cash rich landlords 
who felt under no pressure to sell, 
but as street shop rents continued 
their slide with no near term 
reversal, some landlords softened 
their negotiation stance and prices 
declined by 2.9% in Q3/2014 as a 
result.  With the protests blocking 
high streets in Causeway Bay, Mong 
Kok and Tsim Sha Tsui still underway, 
we would expect both street shop 
rents and prices to feel additional 
downward pressure over the next 
three months.

Another sector which may feel the 
heat of ‘Occupy Central’ is the hotel 
sector. Since the start of the protests 
four countries, namely Australia, Italy, 
Japan and Singapore, have already 
issued travel advisories on Hong 
Kong. Depending on how much 
longer the protests last and how 
severe they become, more countries 
may warn their residents about 
visiting the territory, which would in 
turn hit the recovering short haul and 
long haul visitor arrival numbers. 

Another area which may feel the 
impact of Occupy is the Admiralty 
offi ce market where tenants may 

foresee the possibility of further 
protests in the area. The potential for 
business disruption could marginally 
reduce the appeal of some buildings 
in the area but this has yet to be 
refl ected in any rental declines.

The other property sectors have 
proved relatively immune to the 
movement so far, with primary 
residential sales in particular 
receiving an overwhelming response, 

recording 12,242 transactions in 
the fi rst nine months of 2014, the 
highest fi rst nine-month fi gure since 
2009.  En-bloc investments were also 
in abundance with seven en-bloc 
properties under Fook Lee Group 
being transacted for over HK$5.6 
billion, mostly in Q3/2014, while The 
Link disposed of nine of its retail 
properties for about HK$3 billion, fi ve 
of which were transacted in the third 
quarter of 2014.

Peter Yuen
Deputy Managing Director

Head of Sales
+852 2842 4436

pyuen@savills.com.hk

Simon Smith
Senior Director

Head of Research
+852 2842 4573

ssmith@savills.com.hk



012  

Asia Pacifi c | Investment Quarterly

Japan

TABLE 9

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

GRAPH 9

J-REIT property acquisitions by sector, Q3/2012–Q3/2014

Source: Savills Research & Consultancy

Property Location Price Buyer Usage

Meguro Gajoen Shimo-Meguro, 
Meguro-ku, Tokyo JPY125.0 bil/US$1.2 bil Mori Trust Offi ce/hotel

Higashi-Ogishima 
Warehouse A, B, C

Higashi-Ogishima, 
Kawasaki-ku, Kawasaki JPY55.0 bil/US$529.5 m LaSalle Investment 

Management Logistics

GLP Tokyo II Shinsuna, Koto-ku, 
Tokyo JPY36.1 bil/US$347.5 mil GLP J-REIT Logistics

Former Sanko Kigyo 
Shirokane Residence

Shirokane, Minato-ku, 
Tokyo JPY30.5 bil/US$293.6 mil City Developments Limited, 

etc.
Residential 

site

Tokyo Bay Maihama 
Hotel Club Resort

Maihama, Urayasu City, 
Chiba JPY30.0 bil/US$288.8 mil

Hulic (50% interest 
subsequently sold to 

Kenedix)
Hotel
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The announcement of a string of big-
ticket transactions with closing dates 
in the third and fourth quarters of 2014 
are indicative of continued buoyancy 
of Japan’s real estate investment 
market. With well-capitalised 
domestic players competing with 
overseas funds and institutional 
investors for purchasing opportunities, 
prime cap rates have compressed to 
levels reminiscent of the 2006 to 2008 
property boom. 

By contrast, as the commercial and 
residential markets swing toward a 
cyclical recovery, rents in Japan’s 
capital and other major cities remain 
at a considerable discount to their 
pre-fi nancial crisis levels. This refl ects 
Japan’s slow market cycle relative to 
other global property markets. 

The recovery lag between cap rates 
and rents has several signifi cant 
implications. Firstly, despite recent 
yield compression, average sale 
pricing remains attractive on a pound-
for-pound basis, both from a historical 
perspective and an international 
comparison. Secondly, the rental 
upside for modern properties with 
post-2008 vintage lease agreements 
could be substantial, whereas the early 
upswing position of the rental cycle 
mitigates downside risk. That being 
said, steady yield in-movement since 
late 2012 indicates that active investors 
have already priced rental growth 
assumptions into their underwriting. 

Despite ample liquidity in the debt 
and capital markets, prime cap rates 
are fast approaching a historical fl oor. 
Going forward, the degree to which 
the market can accept lower yields will 
depend on the bullishness of investors 
regarding the leasing outlook. This will 
be determined by continued evidence 
of a robust, sustainable recovery in 
rents and occupier fundamentals over 
the coming quarters. 

Landmark transactions completed 
in Q3 include the purchase of the 

Meguro Gajoen complex by Mori 
Trust for around JPY125 billion 
(US$1.2 billion). Large logistics deals 
were concluded by groups including 
LaSalle Investment Management and 
GLP J-REIT, while Singapore’s City 
Developments Limited acquired a 
large residential development site in 
the heart of Tokyo together with a US-
based investment fi rm. 

The hotel sector continued to witness 
strong interest from investors. Of note, 
Hulic acquired Tokyo Bay Maihama 
Hotel Club Resort for approximately 
JPY30 billion (US$288.8 million) 

and subsequently sold 50% of 
the ownership interest to Kenedix. 
Separately, Invincible Investment 
Corporation obtained a portfolio of 
18 hotels from its sponsor, Fortress 
Investment Group, for just under 
JPY40 billion yen (US$385 million).

Large-scale offi ce deals scheduled 
to close in the last quarter of the year 
include the much-discussed JPY170.0 
billion (US$1.64 billion) sale of Pacifi c 
Century Place Marunouchi, as well as 
Mori Trust Sogo REIT’s JPY34.3 billion 
(US$330 million) acquisition of the 
Kioicho Building. 
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TABLE 10

Major investment transactions, Jul–Sep 2014

Source: Company announcements, Savills Rahim & Co Research 

Property Location Price Buyer Usage

1.3 ha of land Bukit Bintang RM448.4 mil/US$137.0 mil Agile Property Holdings 
Ltd

Mixed-used 
development

5.6 ha of land Danga Bay, 
Johor RM600.0 mil/US$183.3 mil Greenland Group Mixed-used 

development

619 ha of land Selangor RM784.3 mil/US$239.7 mil Gamuda Bhd Mixed-used 
development

35.9 ha of land Puchong, 
Selangor RM656.9 mil/US$200.7 mil Mah Sing Group

Venture Sdn Bhd
Mixed-used 
development

28.3 ha of land Pulau Indah, 
Selangor RM310.0 mil/US$94.7 mil Boustead Holdings Bhd Others (oil & 

gas sector)

190.2 ha of land Batu Kawan, 
Penang RM1.0 bil/US$305.6 mil Eco World Development 

Group Bhd
Mixed-use 

development

467.4 ha of land Kedah RM202.0 mil/US$61.7 mil Bina Darul Aman Bhd Mixed-use 
development

GRAPH 10

Breakdown of total investment in services sectors, Jan–Jun 2014

Source: MIDA, Savills Rahim & Co Research

The government has announced 
seven main strategies in its “Budget 
2015” recently : 1) Strengthening 
economic growth, 2) Enhancing 
fi scal governance, 3) Developing 
human capital and entrepreneurship, 
4) Advancing the Bumiputera 
agenda, 5) upholding the role of 
women, 6) Developing a national 
youth transformation programme, 
and 7) Prioritising the well-being of 
the people.  Generally, the public is 
concerned about the implementation of 
a Goods and Services Tax (GST) which 
will replace the Sales & Services Tax 
this coming 2015. Certain products are 
exempted from GST i.e. petrol (Ron95 
and Diesel), medical treatments, 
reading materials and the fi rst 300 units 
of electricity consumption. 

According to Budget 2015, major 
infrastructure development (mostly 
transportation projects within 
Peninsular Malaysia) is expected 
to start next year (2015). Among 
the several projects announced are 
the West Coast Expressway, the 
upgrading of the East Coast Railway 
Line, MRT 2 Line Selayang-Putrajaya 
and LRT 3 Bandar Utama-Klang. 
Other infrastructure to begin operating 
next year includes the Electric Train 
Service (ETS) Ipoh-Butterworth.

There were no further cooling 
measures in the property sector 
tabled in Budget 2015. In relation 
to the property sector, the budget 
seemed to focus more on providing 
homes or places to live. Issues on 
affordable housing will be addressed 
through existing programmes and 
incentives e.g. the established 
schemes — 1Malaysia People’s 
Housing Programme (PR1MA), 
People’s Housing Programme 
(PHP) and the newly introduced 
‘Youth Housing Scheme’ for young 
married couples. These schemes 
are expected to meet the needs of 
low income earners, youths and the 
general public for affordable housing.

To date, investment in real estate 
is the largest contributor to total 

investment in the service sector 
at about 51%. Some investors are 
showing an interest in acquiring 
land within established projects, for 
example, Axis-REIT is eyeing 10.9 
hectares of land within SiLC industrial 
area in Nusajaya, Johor while Vi Trox 
Corp Bhd is interested in acquiring 
about 8.1 hectares of land in Batu 
Kawan, Penang. There are also 
others purchasing land to expand 
businesses, such as Boustead 
Holdings Bhd who acquired land in 

Pulau Indah, Selangor to expand in 
the oil and gas sector. Seagate (a 
US-based company involved in the 
data storage industry) is planning to 
invest about RM1.05 billion to expand 
its operations.

Land acquisition activities in 2014 
were still buoyant despite the 
property market slowdown; both 
local and foreign developers are 
expanding their land banks within the 
country.
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Philippines

TABLE 11

Major investment transactions, Jul–Sep 2014

Source: KMC MAG Group, Savills Research & Consultancy 

GRAPH 11

Real estate loans, lending and interest rates, 1999–1H/2014

Source: BSP, KMC MAG Group, Savills Research & Consultancy 

Property Location Price Buyer Usage

Resorts World 
Bayshore City 
(95% stake)

Bay Area PHP16.2 bil/US$372.5 mil Travellers International Hotel 
Group, Inc

Mixed-use 
development site

Ascendas Tower 
(Accralaw)

Bonifacio Global 
City PHP1.8 bil/US$41.1 mil Baring Private Equity Offi ce

Jaka Tower Makati CBD PHP1.4 bil/US$31.3 mil Ayala Commercial 
development site

Fort Bonifacio 
Lot 7-3

Bonifacio Global 
City PHP800 mil/US$18.5 mil Focus Palantir Development site

Fort Bonifacio 
Lot 7-4

Bonifacio Global 
City PHP730 mil/US$16.9 mil Goldewill Development site

Skysuites Tower Quezon City N/A Double Dragon Properties Mixed-use 
development site
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With very high investor confi dence, 
the third quarter turned out to be quite 
interesting in the local asset markets. 
Although the offi ce sector is still 
heralded as the most popular asset 
class, several transactions were also 
being closed across different property 
types.

While strata-title deals are mainly 
driving transaction volume in offi ces, 
the quarter recorded one large 
transaction when Ascendas Group 
sold its offi ce tower in Bonifacio 
Global City due to its fund life coming 
to an end. The transaction pushed 
through at a 9% cap rate, illustrating 
the attractive returns Manila can 
offer. Besides the successful strata 
sales, Ayala also executed a major 
deal by purchasing Jaka Tower along 
Ayala Avenue in Makati CBD. The 
abandoned offi ce structure served as 
a reminder of the Asian Financial Crisis 
in 1997 as it remained untouched 
for almost two decades to date. The 
iconic property will complement the 
company’s 2.2-hectare mixed-use 
redevelopment City Gate.

Double Dragon remains the most 
active player, as it continues to build 
up its portfolio. This quarter, the 
company secured four commercial lots 
across the country and also acquired 
a foreclosed property, GA Sky Suites 
tower in a prime location in Quezon 
City, to take over and complete the 
ongoing construction of a two-tower 
offi ce and residential development.

Meanwhile, in the hotel sector Alliance 
Group with its joint venture partner, 
the Genting Group, consolidated 
its assets and transferred Bayshore 
Resorts World under Travellers 
International Hotel Group. The 
31-hectare resort and casino complex 
recently broke ground and is slated 
to open in Q4/2018, introducing 1,500 
hotel rooms in the much-anticipated 
Entertainment City in Manila Bay.

Perhaps the most discussed 
transaction of the quarter was the bid 
for the two prime lots in Bonifacio Global 
City owned by government pension 
fund GSIS. The record-breaking deal 
received plenty of interest, recording 

an 81% increase in land values and 
35% increase in accommodation 
values. The deal may have illustrated 
how desirable BGC is as a prime 
location; however, it also refl ects the high 
levels of liquidity which are in the system, 
some of which is fi nding its way into 
the real estate markets.

The high activity has also raised 
issues of an overheated property 
market. As a macro prudential 
measure, the Central Bank introduced 
stress tests to ensure the banking 
industry’s healthy exposure to real 

estate lending. Needless to say, the 
tests were received negatively by the 
bankers and developers as they could 
potentially slow down the property 
market due to the tighter capital 
requirements. So far the central bank 
has not mentioned anything about 
the consequences if one fails, but 
it is still seen as a good initiative to 
stabilise liquidity in the system and 
restrain speculation. This will also 
gear up the economy for the possible 
normalisation of global interest rates 
which might occur soon.
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TABLE 12

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy 

GRAPH 12

Investment sales transaction volumes by property type, Q3/2014

Source: Savills Research & Consultancy 

Property Location Price Buyer Usage

Marina Bay 
Financial Centre 
Tower 3
(33.3% stake)

12 Marina 
Boulevard S$1,248.0 mil/US$981.3 mil Keppel Real Estate Investment 

Trust Commercial

InterContinental 
Singapore 80 Middle Road S$497.0 mil/US$390.8 mil Frasers Hospitality Trust Hotel

Government land
Upper Serangoon 
Road/Meyappa 
Chettiar Road

S$471.6 mil/US$370.8 mil MCC Land (Singapore) Pte Ltd
Commercial 

and 
Residential

Aperia 8, 10, 12 Kallang 
Avenue S$458.0 mil/US$360.2 mil Ascendas Real Estate 

Investment Trust
Industrial and 

Retail
Straits Trading 
Building 9 Battery Road S$450.0 mil/US$353.9 mil Sun Venture Commercial

Residential 

S$1,435 mil 

Commercial 

S$1,981 mil 

Hospitality

S$1,104 mil 

Industrial

S$465 mil 
Mixed 

S$930 mil 

Others

S$44 mil 

The investment sales market picked 
up in Q3 with S$5.96 billion worth 
of transactions recorded. This is an 
increase of S$1.22 billion or 25.9% 
quarter-on-quarter (QoQ). Amid the 
sluggish primary residential sales 
market, which resulted in restrained 
bids for development sites, the private 
hospitality sector emerged as the key 
driver for the growth this quarter. Most 
of the investment sales activities in this 
quarter stem from the private sector 
and from less traditional sectors.

The public sector contributed S$1.81 
billion or 30.3% of the total transaction 
value. Thirteen state land parcels were 
awarded under the GLS programme – 
fi ve residential sites, seven industrial 
sites and one mixed (commercial 
and residential) site. The decline in 
the residential segment is in line with 
our expectations. As long as the 
residential cooling measures remain 
in place, home sales will languish and 
this in turn will restrain developers 
when they tender for sites under 
the GLS programme. The EC sites 
at Sembawang Road, Sembawang 
Avenue and Choa Chu Kang received 
merely two, four and eight bids with 
top bids coming in at S$353, S$320 
and S$361 psf ppr respectively, the 
low end of market expectations. 
Over at Fernvale Road, two adjacent 
non-landed residential plots, Parcels 
A and B received just four and three 
bids, with Chip Eng Seng Corporation 
winning both parcels at S$438 and 
S$448 psf ppr respectively, again 
also at the lower end of market 
expectations.

Private sector investment sales 
grew a surprisingly strong 53.7% 
QoQ with a total value of S$4.15 
billion, accounting for 69.7% of 
Q3’s total. Despite a 14.1% decline 
in the commercial segment, offi ce 
investment sales in the private sector 
reached S$1.94 billion in Q3, making it 
the highest since Q4/2012. A few large 
deals contributed to this, such as a 
33.3% stake in Marina Bay Financial 

Centre (MBFC) Tower 3 (S$1248.0 
million), Straits Trading Building 
(S$450.0 million), Anson House 
(S$172.0 million) and the 18th storey of 
Samsung Hub (S$42.3 million). 

Investors continued to direct 
their interests towards completed 
commercial properties to avoid 
development-related risks. Deals of 
this nature were concluded for the 
Anson House, Straits Trading Building 
and MBFC Tower 3, all income-

generating properties that offer lower 
risks for property investors.

The hospitality segment saw more than 
a tripling of last quarter’s transaction 
value, with the bulk coming mainly 
from the listing of Frasers Hospitality 
Trust. Hospitality deals recorded S$1.1 
billion, or 18.5% of total investment 
sales. Meanwhile, mixed development 
deals amounted to S$929.6 million this 
quarter, representing 15.6% of total 
investment sales.
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South Korea

In Q3/2014, most of the transactions 
were initiated by companies pursuing 
asset liquidation. 

Seorin Building which was owned by 
Hankook Cosmetics (55%) and Fine 
Asset Management (45%) was sold 
to Kwanjeong Education Foundation. 
Seorin Building was completed in 1986 
in a core CBD area. The sale price of 
KRW155 billion takes into account the 
additional costs to be incurred from 
remodelling.   

The Hyundai Securities’ headquarters 
building in the YBD changed hands to 
a REIT through a sale and leaseback 
arrangement. The securities company 
will continue to use the premises for 
offi ce purposes after the sale and also 
have fi rst right of refusal at the end of 
the fi ve-year lease term, yielding in the 
low 5% range. 

Taeyoung Construction’s offi ce building 
in Mapo was acquired by Saengbo 
Real Estate Trust. The building was 
sold on condition of a master lease 
by the construction company, yielding 
approximately 5.5%.    

In addition to existing offi ce buildings, 
the transaction market saw active 
investment into a diverse range of 
assets, such as forward purchases of 
developments, development sites and 
retail facilities. Korea Electric Power 
Corporation sold its headquarters 
site in Samseong-dong, adhering to 
the government’s policy to relocate 
public institutions to areas outside of 
Seoul. The building sale was executed 
through a sealed fi rst price auction with 
a Hyundai Motor Group consortium 
(Hyundai Motor Company, Kia Motors 
and Hyundai Mobis) emerging as the 
successful bidder. Hyundai Motor 
Group is planning to develop a building 
for its integrated headquarters, as well 
as a cultural centre complex. The group 
offered KRW10.55 trillion, the highest 
tender price ever recorded in Korea. 
The motor company is reported to have 
considered the rarity of land available 
for mixed development in the Gangnam 
business district and its future value. 

The BOK, which had kept the 
benchmark interest rate frozen at 
2.5% for the previous 15 months, 
lowered the rate to 2.25% in early 
August and to 2.00% on 15 October 
2014, the all-time low last seen during 
the global fi nancial crisis. The BOK 
lowered the interest rate in order 
to facilitate a recovery in domestic 
economic growth and announced that 
the current rate will be maintained as 
long as consumer prices remain stable. 

Despite the fall in the benchmark 
interest rate, prime offi ce buildings 

are posting cap rates in the low 5% 
range and the spread between the 
cap rate and fi ve-year government 
bonds is now close to 250 bps.   

As of October 2014, transactions 
are being negotiated for a number of 
offi ce buildings, including State Tower 
Namsan, Olive Tower, YG Tower, 
Jeongdong Building, YTN Tower, 
Citibank HQ building, Autoway Tower, 
HLMC Building and West Finance 
Center. 

TABLE 13

Major investment transactions, Jul–Sep 2014

GRAPH 13

Five-year government bond yield and benckmark interest rate 

trends, Jan 2012–Oct 2014

Source: Savills Research & Consultancy
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Property Location Price Buyer Usage

Seorin Building CBD KRW155.0 bil/US$151.1 mil Kwanjeong Educational 
Foundation Offi ce

Sambu HQ CBD KRW60.0 bil/US$58.5 mil Samik Offi ce

Taeyoung Building Mapo KRW100.0 bil/US$97.5 mil Saengbo Real Estate Trust Offi ce

Hyundai Securities HQ YBD KRW81.0 bil/US$79.0 mil Hana AMC Offi ce

Lotte (2 department stores 
and 5 hypermarts) 7 cities KRW601.7 bil/US$587.6 mil KB Asset Management Retail
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CEO

+82 2 2124 4101
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Taiwan

TABLE 14

Major investment transactions, Jul–Sep 2014

Source: Savills Research & Consultancy

GRAPH 14

Commercial real estate transaction volumes, Q1/2009–Q3/2014

Source: Savills Research & Consultancy

Property Location Price Buyer Usage

An industrial offi ce building 
in Neihu Technology Park

Neihu district, 
Taipei City NT$1.3 bil/US$44.3 mil United Property 

Management
Industrial 

offi ce

AUO Taichuang Factory Taichuang City NT$6.4 bil/US$213.3 mil Spil Precision 
Industries Factory

Dunnan Financial Building 
(3/F-11/F)

Daan district, 
Taipei City NT$11.1 bil/US$372.2 mil Homax Development Offi ce

Bais Building Kaohsiung City NT$1.3 bil/US$42.7 mil China Life Insurance Offi ce
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Due to a single large transaction 
made by Homax Development 
Co., this quarter, total transaction 
volumes in the Taiwan commercial 
property market increased by 21% 
to NT$34.7 billion compared with 
last quarter. However, without this 
particular transaction, the market 
still only reached NT$23.6 billion, 
which is slightly lower than the 
quarterly transaction level in 2013. 
This shows that the commercial 
property market remains sluggish 
and end-users have dominated the 
market with a cautious attitude. 
As for investment properties, the 
uncertainty of the details of the new 
capital gains tax and when it is due 
to be implemented have already had 
an impact on investors’ confi dence. 
This is unlikely to improve unless a 
new capital gains tax is announced 
offi cially.

In terms of investor profi le, 
technology companies and 
professional investors dominated the 
market in Q3/2014, accounting for 
44% and 43% of market transactions 
respectively. Among the transactions 
made by technology companies, 
70% were for factories.

Offi ces and factories were preferred 
by investors this quarter with 
54% and 36% of market share 
respectively. In terms of offi ce 
transactions, Homax Development 
Co., recorded the largest deal in the 
commercial market year-to-date by 
acquiring 3/F–11/F of the Dunnan 
Financial Building in central Taipei 
City for NT$11.1 billion. The previous 
owner, Cathay Life, bought the 
property for NT$9.6 billion in 2011 
and the resale price increased by 
16% in three years. Through this 
transaction, Homax Development 
Co., who bought the other fl oors in 
2011, became the sole owner of the 
building and now has the opportunity 
to redevelop it.

Local insurance companies 
continued to buy property at a slow 

pace. Following Nan Shan Life and 
Mercuries Life, China Life acquired 
a whole offi ce building in Kaohsiung 
for investment. This is also its 
fi rst transaction in the commercial 
property market since 2013. Even 
though insurance companies are 
more conservative due to property 
investment restrictions by the Financial 
Supervisory Commission (FSC), they 
have instead become more active in 
overseas property markets, including 
those in London, Tokyo and New York. 
In August, Cathay Life successfully 

purchased Woolgate Exchange in 
the City of London for £320 million, 
refl ecting an estimated yield of over 
5%. The low prime offi ce yield in 
Taipei City, which stands at 2% to 
2.5%, makes commercial property 
in London attractive to professional 
investors looking to place their money 
in high quality properties which yield 
stable rental incomes. The FSC has 
shortened the overseas property 
investment process, and several 
deals are likely to be concluded in the 
near future.
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Viet Nam

GRAPH 15

HCMC apartment transaction volumes and absorption rate, 

Q1/2011–Q3/2014

Source: Savills Research & Consultancy

TABLE 15

Major investment transactions, Jul–Sep 2014

Source: RCA, Press releases

Property Location Price Buyer Usage

Aeon Mall Binh Tan HCMC VND185.1 bil/US$8.7 mil AEON Vietnam Retail

The Estella HCMC VND244.7 bil/US$11.5 mil
(additional 43% interest) Keppel Land Mixed-use

City Gate Towers HCMC VND600 bil/US$28.3 mil
(convertable bonds) CREED Residential

Lots G-H Duong Noi Ha Noi VND155 bil/US$7.3 mil Vien Tin Residential
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A strengthening macroeconomic 
picture, increasing levels of foreign 
direct investment (FDI) disbursements 
into Viet Nam, and strong growth in 
the manufacturing sector have helped 
set an overall long-term positive 
outlook for Viet Nam's real estate 
investment market.

Gross domestic product (GDP) 
increased 6.19% year-on-year 
(YoY) in Q3/2014 according to the 
General Statistics Offi ce, bringing 
growth for the fi rst nine months 
of the year to 5.62% YoY, higher 
than the 5.14% seen during the 
corresponding period of 2013. 
Contributing to approximately 20% 
of GDP according to the Ministry of 
Planning and Investment’s statistics, 
FDI continues to pour into Viet Nam 
as the investment environment 
improves. Total disbursed year-
to-date FDI saw an increase of 
3.2% YoY to reach US$8.9 billion, 
US$3.15 billion of which was 
disbursed in Q3/2014. The improving 
macroeconomic fundamentals are 
expected to provide a healthier 
environment for real estate 
investment and trigger greater 
confi dence. 

Among the 18 sectors which drew 
FDI, real estate ranked second 
totalling US$1.22 billion for the 
fi rst nine months of 2014, double 
the amount of the corresponding 
period in 2013. In Q3/2014, FDI 
into the sector was approximately 
US$532 million. In addition, indirect 
investment through share transfer 
or convertible bond subscription is 
commonplace. Japan based Creed 
Group has allocated over US$100 
million for investment into Viet 
Nam’s real estate market, with an 
initial commitment of VND600 billion 
(approximately US$28.3 million) to 
the City Gate Towers project in Ho 
Chi Minh City by way of subscribing 
to NBB Investment Corporation’s 
convertible bonds. The group will 
also participate in the development 
of two other projects in Ho Chi Minh 
City, namely NBB II and NBB III, with 

a 50% capital contribution. Keppel 
Land, the property arm of Keppel 
Group, has paid US$11.46 million to 
acquire an additional 43% stake held 
by Tien Phuoc Company in The Estella 
in Ho Chi Minh City. Upon completion 
of the transaction, which is scheduled 
in late 2014, Keppel Land will hold a 
98% interest in phases 2 and 3 of The 
Estella development. 

On the retail side, international 
retail groups are actively pursuing 
plans to expand their operations 
and presence in Viet Nam. Japan’s 
largest retail group AEON has 
recently entered into an agreement 
with Aseana Properties to acquire 

a 4.7ha plot of land with the 
development rights for a retail mall 
at the International Hi-Tech Park in 
Ho Chi Minh City. The 64,000 sq m 
mall is due for completion in 2016 and 
is part of AEON’s expansion plan in 
Viet Nam, after AEON Mall Tan Phu in 
Ho Chi Minh City, AEON Binh Duong 
Canary, and AEON Mall Him Lam 
in Long Bien, Ha Noi. In Q3/2014, 
the Korean giant chaebol Lotte has 
acquired a 20,000 sq m commercial 
centre at Pico Plaza, and opened 
Lotte Centre Hanoi, an impressive 
mixed-use development with a fi ve-
star hotel, a six-fl oor department 
store, serviced residences and an 
observation deck.
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AustraliaAustralia

Golden Grove Shopping Centre ►
Golden Grove, SA

A$129.1M/US$112.3M
in July

◄ 52 Martin Place

Sydney, NSW
A$555.0M/US$482.9M
in July

◄ 321 Exhibition Street

Melbourne, VIC
A$208.0M/US$180.9M
in July

44 Wharf Road (land) ► 
Melrose Park, NSW

A$95.0M/US$82.7M
in July

SachesenFonds portfolio

 (4 buildings) ►
Adelaide CBD, SA

A$175.0M/US$152.3M
in September

▼ Mt Ommaney Centre

Mt Ommaney, QLD
A$416.3M/US$362.1M
in October

700 Bourke Street ▲
Docklands, VIC

A$433.5M/US$377.2M
in September

▲ Deepwater Plaza

Woy Woy, NSW
A$98.5M/US$85.7M
in July

Westpac House (50%) ►
Adelaide, SA

A$102.0M/US$88.8M
in September

◄ Waverley Gardens 

Shopping Centre

Waverley, VIC
A$120.8M/US$107.5M
in July

CBW Complex

550 Bourke Street (left)/ 

181 William Street (right) ▲
Melbourne, VIC

A$608.1M/US$529.1M
in September

▼ WTC Wharf (70%)

Docklands, VIC
A$120.4M/US$104.8M
in July

201 Kent Street ► 
Sydney, NSW

A$173.0M/US$150.5M
in July

▼ 40 Market Street

Melbourne, VIC
A$105.0M/US$91.4M
in September

▲ DEXUS Business Park

Rosebery, NSW
A$190.0M/US$165.3M
in July

CSIRO Riverside Corporate Park ►
North Ryde, NSW

A$170.0M/US$147.9M
in September

◄ Lots 6 & 8 Sturton Road

Edinburgh, SA
A$153.0M/US$133.1M
in July

◄ Arndale Central Shopping Centre

Arndale, SA
A$152.0M/US$132.2M
in September
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ShanghaiShanghai

◄ Financial Street Guang'an 

Central Plaza - #C

Caishikou, Beijing
RMB3,300M/US$532.6M
in August

Beijing/GuangzhouBeijing/Guangzhou

◄ Sky SOHO

Hongqiao Linkong, Changning
RMB3,050M/US$496M
in September

◄ Datang International Plaza 

Lanhua Road, Pudong
RMB1,035M/US$168M
in September◄ Hongqiao Sincere Centre

Hongqiao Transportation Hub, Minhang
RMB1,330M/US$216M
in September

BEZ ∙ IT Industrial Park ▲
Jiuxianqiao, Beijing

RMB1,033M/US$166.7M
in September

Shanghai World Trade ►
Yan'an (W) Road, Changning

RMB3,563M/US$579M
in September

City Garden - Country Garden 

(10/F-12/F, 14/F-15/F & 17/F) ►
Chancheng district, Foshan, Guangzhou

RMB76.6M/US$12.5M
in September
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Hong KongHong Kong

Fook Lee Commercial Centre ►
Wanchai

HK$1,105M/US$143M
in July

◄ Lions Rise

Wong Tai Sin
HK$1,380M/US$178M
in August

▼ Big Foot Centre

Causeway Bay
HK$1,600M/US$206M
in July

▲ Commercial House 

Central
HK$1,601M/US$207M
in July

JapanJapan

Tokyo Bay Maihama Hotel 

Club Resort ▼
Maihama, Urayasu City, Chiba

JPY30.0B/US$288.8M
in July

◄ Higashi-Ogishima Warehouse A, B, C

Higashi-Ogishima, Kawasaki-ku, Kawasaki
JPY55.0B/US$529.5M
in July

◄ Meguro Gajoen

Shimo-Meguro, Meguro-ku, Tokyo
JPY125.0B/US$1.2B
in August

Former Sanko Kigyo Shirokane Residence ►
Shirokane, Minato-ku, Tokyo

JPY30.5B/US$293.6M
in September

GLP Tokyo II ►
Shinsuna, Koto-ku, Tokyo

JPY36.1B/US$347.5M
in September

Kowloon Commerce Centre - 

Tower B ►
Kwai Chung

HK$1,400M/US$181M
in September

◄ 410 Kwun Tong Road

Kwun Tong
HK$1,300M/US$168M
in July

◄ Camel Paint Centre

Kwun Tong
HK$1,080M/US$139M
in July
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◄ Sambu HQ

CBD
KRW60.0B/US$58.5M
in August

South KoreaSouth Korea

◄ Hyundai Securities HQ

YBD
KRW81.0B/US$79.0M
in July

SingaporeSingapore

Straits Trading Building ►
9 Battery Road

S$450.0M/US$353.9M
in September

◄ Anson House

72 Anson Road
S$172.0M/US$134.9M
in July

▲ Marina Bay Financial Tower 3 

(33.3% stake)

12 Marina Boulevard
S$1,248.0M/US$981.3M
in September

◄ Grange Infi nite (11 four-bedroom 

apartments and a penthouse) 

27 Grange Road
S$70.3M/US$55.1M
in August

Frasers Suites Singapore ►
491A River Valley Road
S$327.0M/US$256.4M

in July

Taeyoung ►
Mapo

KRW100.0B/US$97.5M
in September

Seorin Building ► 
CBD

KRW155.0B/US$151.1M
in July

Aperia ►
8, 10, 12 Kallang Avenue

S$458.0M/US$360.2M
in August

Hotel on 

former Midlink Plaza site ►
122 Middle Road

S$270.0M/US$211.7M
in September

InterContinental 

Singapore ►
80 Middle Road

S$497.1M/US$390.8M
in July
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TaiwanTaiwan

◄ An industrial offi ce building in 

Neihu Technology Park

Neihu district, Taipei City
NT$1.3B/US$44.3M
in July

Dunnan Financial Building (3/F-11/F) ►
Da'an district, Taipei City

NT$11.1B/US$372.2M
in September
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◄ Bais Building

Kaohsiung City
NT$1.3B/US$42.7M
in September

AUO Taichung Factory ►
Taichuang City

NT$6.4B/US$213.3M
in August
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