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Singapore named as one of the top real
estate investment markets in the region
according to Emerging Trends in Real
Estate® Asia Pacific 2018

SINGAPORE (November 21, 2017) – The promise of a bottom in Singapore’s
office market has caused its ranking as an investment market to soar from
next-to-bottom last year to third in this year’s Emerging Trends in Real Estate®
Asia Pacific 2018 report, a real estate forecast jointly published by the Urban
Land Institute (ULI) and PwC.

http://www.uli.org/
http://www.uli.org/
http://pwchk.com/home/eng/index.html


After two years of declining rents caused by a sluggish economy and a glut of
supply, investors believe Singapore’s commercial and residential markets is
near its bottom. Office rents in Singapore have firmed probably earlier than
expected, while completion of the region’s biggest office deal in September
2017 has now galvanized the local market and set a floor for valuations.
Several core office transactions have taken place this year, with foreign funds
buying actively. The residential sector is also showing signs of recovery, with
rising transactions and a slight uptick in pricing for the first time in four
years. Sales of developer sites have surged amid tightening supply as
developers seek to replenish the land banks. The rebound seems likely to be
sustainable, given several years of pent-up consumer demand. The Chinese
developers have also been active in buying land, pushing up land auction
prices for residential sites significantly through 2017.

"Singapore has shot up the office rankings this year and is now in third
position," said Khoo Teng Chye, Chairman of ULI Singapore, and Executive
Director, Centre for Liveable Cities. “This position is reassuring for
Singapore’s investment prospects, given that we have major projects in the
pipeline to transform our city, such as the development of Jurong Lake
District as an exciting second Central Business District, and the doubling of
capacities of both our air and sea ports.”

In the region, there is increased investors' interests in alternative asset
classes such as data centers and healthcare care related assets,” said Yeow
Chee Keong, Real Estate and Hospitality Leader, PwC Singapore. “We believe
the way forward could be more collaboration between traditional real estate
managers with healthcare service providers to enhance the yield on
underutilized assets.”

Looking at the Asia Pacific region as a whole, of all the influences shaping
investment flows into regional real estate, it is excess liquidity that is seen as
having the biggest effect. Local sovereign and institutional funds bearing
stockpiles of accumulated cash are buying property, both regionally and
globally, creating competition for assets that is changing investment patterns
in fundamental and often unexpected ways.

Changes include the realignment of traditional risk/return classifications,
changing expectations over returns, the convergence of core and
opportunistic investors on the value-add space, and investor migration into
alternative asset classes and new markets that in the past were of little



interest, including data centers, affordable housing projects, build-to-rent (or
co-living) facilities and student and senior housing.

Other areas of interest include opportunities in co-working facilities, concerns
about how the Asian retail sector will weather e-commerce challenges, and
the ongoing exodus of money from Asian institutions into international
markets.

This year’s investment prospect rankings reflect the growing divergence
between investment strategies as buyers pursue either growth- or yield-
driven approaches. Cities that are the biggest gainers in this year’s survey are
those where investors seek to maximize returns via rental growth (Sydney
and Melbourne), those that look for returns that are safe and low, but still
higher than yields on sovereign bonds (Tokyo), or those that tap long-term
secular growth in emerging markets (Vietnam). In addition, there was a
change in investors’ sentiment toward Singapore, supported by the belief that
there will be a recovery in both the office and residential sectors. In terms of
prospects for individual property types, logistics assets take pole position this
year, with investors showing renewed confidence in a story of long-term
structural undersupply.

“The survey results for this year’s Emerging Trends in Real Estate® Asia
Pacific report show that Sydney and Melbourne appear at the top of this
year’s rankings,” said Dr. Seek Ngee Huat, ULI Asia Pacific Chairman and
Chairman, Global Logistic Properties. “Both cities combine the appeal of a
stable investment environment with a combination of relatively good current
yields and the prospect of strong rental growth going forward.”

“The unprecedented growth in capital outflows from Asian markets in 2017
almost double the outflow witnessed during the same period in 2016, with
US$45.2 billion in outbound capital directed into global property assets,” said
KK So, Asia Pacific Real Estate Tax Leader, PwC. “While the extent of the
impact of the recent progressive tightening of Chinese capital controls
remains unclear, the consensus is that overall outflows may not see a
meaningful decline given firstly that sovereign and state investors will
probably be unaffected and secondly that there is already a substantial body
of Chinese-owned capital held outside mainland China, much of it in Hong
Kong, that is not subject to the rules.”

Emerging Trends, which is being released at a series of events across Asia over



the next several weeks, provides an outlook on Asia Pacific real estate
investment and development trends, real estate finance and capital markets,
and trends by property sector and metropolitan area. It is based on the
opinions of more than 600 real estate professionals, including investors,
developers, property company representatives, lenders, brokers and
consultants.

The top five markets for investment and development in 2018:

• Sydney (first in investment, first in development) – Sydney’s
appeal lies in the fact that it is a major city in a mature economy
combining a reasonably deep and liquid market of core assets
with a better-than-average yield.

• Melbourne (second in investment, third in development) –
Melbourne’s appeal is similar to Sydney’s — a mature market,
high-quality core assets, and relatively good yields by Asian
standards.

• Singapore (third in investment, sixth in development) – After
two years of declining rents caused by a sluggish economy and a
glut of supply, the promise of a bottom in Singapore’s office
market has caused its ranking to soar from next-to-bottom last
year to third in this year’s table.

• Shanghai (fourth in investment, fourth in development) –
Shanghai is seeing an increase in transactions driven partly by
surging demand from domestic buyers who are unable to export
capital due to a regulatory crackdown, and partly by foreign core
funds flush with new capital they need to deploy.

• Ho Chi Minh City (fifth in investment, second in development) –
With an economic trajectory thought to be similar to an early-day
China, Vietnam is seeing large regional developers and an
increasing number of private equity funds betting it will offer up
a repeat of the Mainland China experience in terms of property
price inflation.

Other top trends from the Emerging Trends survey include:

A stronger showing by Tokyo. Declining prospects for rental growth
accounted for last year’s decline in the rankings for what had previously been



a top performer. While these concerns continue, Japan has become a
destination for yield investors due to the healthy spread between current
yields and the country’s super-low sovereign bond prices.

Leading buy/hold/sell ratings for the various asset classes are as follows:

Office—buy Ho Chi Minh City, sell Taipei.

Residential—buy Ho Chi Minh City, sell Seoul.

Retail—buy Ho Chi Minh City, sell Taipei.

Industrial/distribution—buy Shenzhen, sell Taipei.

The full report is available here

For more information, contact:

Bella Xu, BlueCurrent Group, Hong Kong +852 2586 7896
(bella.xu@bluecurrentgroup.com)

Natalie Choo, PwC Singapore, +65 9738 1415 (natalie.yl.choo@sg.pwc.com)

About the Urban Land Institute

The Urban Land Institute is a nonprofit education and research institute
supported by its members. Its mission is to provide leadership in the
responsible use of land and in creating and sustaining thriving communities
worldwide. Established in 1936, the institute has more than 40,000 members
worldwide representing all aspects of land use and development disciplines,
including more than 2,000 in the Asia Pacific Region. For more information,
please visit uli.org or follow us on Twitter, Facebook, LinkedIn, and
Instagram. For more information on ULI Asia Pacific, visit asia.uli.org or
follow us on Twitter.
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About PwC

At PwC, our purpose is to build trust in society and solve important problems.
We’re a network of firms in 158 countries with more than 236,000 people
who are committed to delivering quality in assurance, advisory and tax
services. Find out more and tell us what matters to you by visiting us at
www.pwc.com.

PwC refers to the PwC network and/or one or more of its member firms, each
of which is a separate legal entity. Please see www.pwc.com/structure for
further details.
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