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Demand

A healthy take-up of space in 2018

The office leasing market has continued its momentum from 2017 and
there has indeed been a healthy take-up of space in 2018. Many of the
preferred locations have been busy, whilst some other locations not

so active. Last year the talk of the town was all about the new tenants
relocating to the brand new schemes such as Marina One and UIC
Building. The story this year so far, has been all the new tenants that
have committed to Frasers Tower and Duo Tower. We are also getting
news of the first pre-lets lined up for the new schemes scheduled for
completion in 2021. Allianz Insurance has confirmed they are expanding,
taking up additional space of 50,000 sq ft in ASB Tower in Tanjong Pagar
(the redevelopment of CPF Building). JP Morgan has confirmed they

will be the anchor tenant of the new CapitaLand scheme, CapitaSpring,
(formerly Golden Shoe car park) relocating from Capital Tower in 2021.

An unusual feature of this market is the number of large landlords that
have decided to relocate to new premises. City Developments (CDL) led
the way last year by relocating their headquarters from City House to
Republic Plaza. This year Keppel Land will be moving their head office
from Bugis Junction Towers to Keppel Bay Tower. The other major landlord
to be moving is Frasers Property who will be relocating from Alexandra
Point to their new landmark scheme Frasers Tower in Tanjong Pagar.

Other major leasing deals earlier this year include Accenture who
leased the podium floor of South Beach Tower (30,000 sq ft) Netflix has
leased 40,000 sq ft in Marina One and Hilton Hotels will be relocating
from Visioncrest Commercial to take up over 40,000 sq ft in Centennial
Tower. Willis Towers Watson (6 Battery Road) is rumoured to be in
advanced negotiations to lease a whole floor (30,000 sq ft) in One
Raffles Quay South Tower. Another interesting facet of this market is
the number of Embassies that are moving. The Embassy of Greece
has just moved into Goldbell Tower, The Embassy of Argentina and the
Embassy of Jordan have moved into Suntec Tower 1 and 2 respectively
and the Embassy of Sweden is moving from TripleOne Somerset to
Millenia Tower later this year.

For more details of office movements, on a district by district basis
please read the following pages of this review.

Supply

There is not much space left in the new schemes
that were completed last year.

The wave of supply in the secondary market that was anticipated, as a
result of many anchor tenants relocating to the new schemes, simply
didn’t happen. This is because of the massive expansion of co-working
operators which absorbed a significant amount of that space, with the
forerunner definitely being WeWork and Justco being the next largest
operator. WeWork has already absorbed large space in Beach Centre,
71 Robinson Road, City House, Mapletree Anson, Manulife Tower,
Funan and MYP Centre and this has undoubtedly affected supply.

There is not much space left in the new schemes that were completed
last year. Of the new schemes released this year Marina One West
Tower has the widest choice. 18 Robinson Road is a good scheme in
a prime location, but modest in size, circa 195,000 sq ft net. Frasers
Tower is 80% committed, and even the massive Payar Lebar Quarter is
75% leased. So the cold fact is that availability of new space is already
becoming limited. This situation, coupled with the strong take-up of
space in the secondary market, has contracted supply substantially
and this is likely to mean that 2019/2020 will be a challenging time for
larger space users to find new space.

Rentals

Top premium asking rates are now around
$14.00+ per sq ft

The top premium asking rates are now around $14.00+ per sq ft, with
less room to negotiate than before but effective rates are still averaging
around $11.50 - $12.00 per sq ft for prime space. As in any strong
leasing market, the gap between the upper end and lower end tends to
stretch, which is exactly what is happening right now.

There are still some excellent opportunities in the Tanjong Pagar area
between $6.50 and $7.50 per sq ft. However, prime buildings in Tanjong
Pagar, such as Gucco Tower and Frasers Tower are commanding rates
around $11.00+ per sq ft. ASB Tower for instance is reported to have
pre-leased space to Allianz at around $10.00 per sq ft.

Rents in Raffles Place range from $8.00 per sq ft to $13.00 per sq ft
because there is quite a wide spread of building ages in this compact
location. Most buildings in the New Downtown district are in the
premium range, so nothing lower than $10.75 psf effective in this
location. Rates on Shenton Way / Robinson Road range from $7.00
to $9.00 per sq ft and there are still some very good ‘value for money’
deals to be found in this location.

Orchard Road has limited stock available, which has kept rates stable
at the $8.00 - $10.00 per sq ft range, whilst the Novena area still offers
good value, between $7.50 and $8.50 per sq ft. Rates in the City Hall
and Bugis district have firmed ranging from $7.50 to $9.50 per sq ft.
Beach Road is still one of the most competitive locations at around
$6.25 to $6.75 per sq ft.

The Marina Bay area has seen plenty of activity, especially Suntec City.
There is a mixture of big and small landlords here, competing with each
other which has kept rates reasonably competitive between $8.00 and
$10.00 per sq ft effective. However, across the road at Millenia Tower
and Centennial Tower the landlord is quoting over $14.00 per sq ft.

Outside the CBD, to the West there is a good choice of space in the
Alexandra Road / Harbourfront vicinity, where rates range between
$5.50 and $7.50 per sq ft. To the East, Paya Lebar Quarter is now
quoting $8.00+per sq ft.

Market Forecast

Some resistance to top prime rates but growth in
secondary market

The balance between supply and demand is always the determining
factor that influences office rental rates. There is a clear pattern forming
here, with healthy demand and contracting supply, this can only mean
one thing — a firming of rental rates over the next two years.

The next wave of supply will be coming on-stream in 2021/22, so those
companies with lease reviews coming up in 2019 should consider the
length of lease they opt for. Choosing a longer 5 year lease may mean
missing out on the competition for tenants in 2021/2, so perhaps a

3 year lease up to 2022, would catch the peak competition period to
secure the most attractive terms.

There is already some resistance to the high end rates in the premium
buildings and we expect this sector to grow only marginally around

5% over the next 12 months. In the mid to lower tier sectors though,
we are expecting stronger growth as supply tightens further and the
shortage of opportunities becomes more apparent. We anticipate rates
advancing around 10% over the next year in this sector and this growth
is expected to continue well into 2020.




Raffles Place / New Downtown

Supply of large space in Raffles Place is already very limited but activity
has been healthy in the small to medium size range. Ocean Financial
Centre has been a popular choice. Middle Eastern bank Emirates
NDB has leased 12,000 sq ft here and other new tenants include
TradingScreen (Hong Leong Building). 6 Battery Road is always in
demand, despite its premium rates and new tenants here include
Spanish fund managers Allfunds, trust administrator Butterfield and
Chimbusco Petroleum, who relocated from Bank of Singapore Centre.
Republic Plaza is recovering gradually after losing several anchor
tenants and new tenants here include LEK Consulting (City House) and
Bandai Namco Singapore (Central Plaza). One Raffles Place Tower

1 still offers good value for money and has attracted Bright Vision and
Mantan Resources as new occupiers.

In the more competitive range within Raffles Place, Frank Recruitment
leased a whole floor at Royal One Phillip at the beginning of this year.
Another floor here has been leased to Pay Asia, who relocated from
International Plaza. Law firm Law & Order relocated from Chinatown
Point to Royal Group Building and Harps Holdings moved from 6
Battery Road into 55 Market Street.

On the fringe of Raffles Place, Samsung Hub has been active. Banjaran
Wealth moved in from China Square Central, Pandisea has relocated
here from Robinson Centre and Sime Darby Insurance is another recent
tenant. Trading software company Flextrade has taken space in Capital
Square, relocating from Aperia and new tenants to One George Street
include Pinebridge Investment (AIA Tower) and investment managers
Treis Asia. GSH Plaza (nka Plus) is beginning to fill up after a slow start
and new tenants here include Finmechanics (MYP Centre), Conduit
Securities (from The Arcade) and Genesis Heathcare.

New downtown area has seen slightly subdued activity in 2018

The new downtown area has seen slightly subdued activity after the
frantic pace in 2017. Netflix have moved from MBFC to lease 40,000
sq ft in Marina One. SK Gas is moving here from Singapore Land
Tower and one of the latest tenants to move in West Tower is Hengli
Petroleum. Asia Square Tower 2 has attracted one of Turkey’s largest
oil companies BGN International to set up their new South East Asia
office there, and Ultrabulk Shipping has moved there from Keppel Bay
Tower. Vontobel Financial Products has expanded into MBFC Tower 1.

Four of The Best Premium Leasing Options

2. One Raffles Quay
Raffles Quay

1. Ocean Financial Centre
10 Collyer Quay

Units from 3,000 to 23,000 sq ft Units from 3,000 to 30,000 sq ft

3. Frasers Tower
182 Cecil Street

4. Asia Square Tower 1 & 2
8/12 Marina View /
New Downtown

Units from 3,000 to 21,000 sq ft Units from 1,200 to 30,000 sq ft

Common Myths

Common Myth No 1
| will get a better deal if | go direct to the landlord because
the landlord will not have to pay agents fees. Wrong

The landlord has already factored in the need to pay agents fee and
he will know the tenant is not an expert in this field. No matter how much
online research he has done, he won’t know the actual deals done.

Common Myth No 2
Each party pay their own legal fees. Wrong

Unlike the residential market, in the commercial market the tenant
pays for the cost of preparing the lease documentation and the
landlord’s legal fees if their lawyer has to get involved in negotiating
amendments.

Common Myth No 3
All agents are the same. So wrong!

It is essential you know the different types of agents. An official
marketing agent for a building/ space has a legal obligation to get the
best deal for the landlord (not the tenant). Some agents are multi-
disciplined covering all markets, so unlikely to know of all available
opportunities in every market. Some agents only introduce preferred
options. The list continues so choose your agent wisely.

Common Myth No 4
I will get a better rate if | take a longer lease. Wrong

In a rising market the landlord prefers shorter leases because he will be
able to secure a rent review earlier.







Beach Road / Bugis / Marina Bay

At the top end of Beach Road, South Beach Tower is now full. Apart
from the large podium floor that Accenture leased out earlier in the
year, other space has been taken up by business consultants FDM
Consulting, Sino Suisse Capital and online video firm Brightcove. Duo
Tower continues to fill up and the latest notable tenant to commit there
is Arab Bank PLC relocating from UOB Plaza Il. Other new tenants
include Quest Technology Systems, SonicWall, Pulse Electronics, Sven
E Logistics and Group One Holdings. Further down Beach Road, The
Gateway has been particularly active with an impressive take up rate.
Cambridge Associates has committed to lease a whole floor and will
be relocating from 6 Battery Road. TPG Telecom and Giti Tyres have
also each taken whole floors. Other new tenants include Surecomp
Asia Pacific (from Republic Plaza) and Sportradar (from Robinson 112).

Bugis Junction Towers has two new tenants namely Genetic Asia
(from Odeon Towers) and Philips Securities. Suntec City is as popular
as ever because it offers good corporate office space at affordable
prices. New tenants to Suntec Tower 1 include Triple/Under Armour,
The Embassy of Argentina and PCCW. The Embassy of Jordan
moved into Tower 2, Travenco purchased their own space in Tower

2 and Daiken Corporation moved into Tower 3 (from Shaw Tower).
Centennial Tower has seen some reshuffling of space to allow for a
major new tenant Hilton Hotels, which has leased over two floors and
involved Korn Ferry consolidating onto a new floor. New tenants to
Millenia Tower include E-Commodities Holdings (from UOB Plaza 2),
Pacific Commerce and Hengyi Industries as well as the Embassy of
Sweden, which is relocating from TripleOne Somerset.

1. Anson House
72 Anson Road, Tanjong Pagar

2. 78 Shenton Way
Tanjong Pagar

Units from 1,238 to 12,000 sq ft Units from 2,110 to 9,989 sq ft

5. 80 Robinson Road
Robinson Road

6. The Gateway
152 Beach Road

Units from 1,496 to 11,194 sq ft Units from 1,000 to 6,000 sq ft

3. 79 Anson Road
Tanjong Pagar

4. Robinson 112
112 Robinson Road

Units from 1,389 to 6,997 sq ft Units from 1,292 to 7,000 sq ft

8. 456 Alexandra Road
(aka Fragrance Empire Building)
Alexandra Road

7. The Concourse
300 Beach Road

Various sizes available

Units from 1,679 to 8,848 sq ft




Leasing activity in Orchard Road is generally
slower because of more limited stock and
there are not so many buildings to choose
from. At the North end of Orchard Road,
Golden Profit Trading has moved from Orchard
Towers to Palais Renaissance. Steel trader
Stemcor has relocated from Liat Towers to
Shaw House. PNX Petroleum has also moved
into Shaw House. Pacific LNG is moving out

of Shaw House and has taken up space in

TripleOne Somerset. Top Global has moved
from Shaw Centre to Tong Building and
Shanda Group has moved into Ngee Ann
City. Ferragamo is relocating from Twenty
Anson into The Paragon. Cornerstone
Advisors and A Star Education have both
leased whole floors in Orchard Building and
Hoogwegt Singapore has moved from PSA
Building into Winsland House 1.

*All rents quoted are estimated target effective rates subject to 06
negotiations and are not the landlords quoted figure

Further down Orchard Road, Vantage
Shipbrokers moved into 51 Cuppage Road
(from Kings Centre) and JustCo have taken up
two whole floors at McDonald House.

L&Rui leased out part of the ground floor

in Haw Par Centre. On Scotts Road, the
Embassy of Greece leased half a floor at
Goldbell Tower and in Novena Square on
Thomson Road, McAfee has leased half a floor
and GEX Ventures is another new tenant there.

New Developments 2018
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Marina One West Tower

Straits View / New Downtown

Target TOP: October 2018

Total floor area: 883,470 sq ft sq ft
Typical floor plate: 23 -32,400 sq ft
Height: 12-storeys / 3 office towers

Total floor area: 940,000 sq ft
Typical floor plate: 35 - 43,500 sq ft
Height: 30-storeys

Part of a mega mixed use scheme with
residential tower in front

Paya Lebar Quarter
Paya Lebar

Integrated development with retail mall and
leisure. Premium out-of-town location
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18 Robinson Road

Robinson Road

Target TOP: September 2018
Total floor area: 195,000 sq ft
Typical floor plate: 8,850 sq ft
Building height: 28-storeys

Close to Raffles Place
Basement parking — 85 spaces

Frequently Asked Questions

What is an Effective Rental and how is it calculated?

An asking rate is just an asking rate. What any tenant needs to know is
what will be the bottom line cost to them? The effective rate is the rate
averaged over the term of the lease, taking into account any rent free period
negotiated and what room there is to negotiate on the signing rate.

Example: Asking Rate $8.25 psf but can negotiate down to signing at
$7.75 psf plus 2 months rental holiday.

Calculation: $7.75 x 34 months payment divided by 36 months of use =
$7.32 psf average effective.

What is the required Paid Up Capital of a tenant and why is it
important?

It is important because it determines the amount of security deposit the
tenant needs to pay. The standard deposit is normally 3 months gross
rental. However, if the paid up capital is modest then an additional 3
months is usually required i.e. 6 months in total.

The paid up capital should be at least the equivalent to 6 months gross
rental. Otherwise the tenant then has a choice of either increasing their
paid up capital or paying an additional 3 months deposit. Most tenants
go for the former.

How much is Stamp Duty and Legal fees?

Stamp Duty

For leases less than 4 years the stamp duty payable is 0.4% of the total
rent paid over the term of the lease. This is paid by the tenant to the
Commissioner of Stamp Duty.

Legal Fees Standard legal fees average around 10% of 1 month gross
rental. Some of the larger landlords have a standard lease agreement
they use and they only charge an admin fee $500 - $1,000. Again this is
paid by the tenant.

Why is the surveyed floor area different from the net useable area?
Tenants are sometimes surprised when their interior designers highlight
to them the area they are paying rent on is larger than the usable
space. This is because the surveyed area usually includes everything
within the unit including the columns, and the measurements are taken
to the middle of the boundary walls.

When is the deposit paid?

This can vary. Sometimes all 3 months is paid at the time of signing the

Letter of Offer. At other times, only 1 month deposit is paid at the time of
signing the Letter of Offer and the balance is paid on signing the lease.

It depends on the landlord.







The Four Most Expensive Office Buildings Asking Rates

1. 6 Battery Road
Raffles Place

Market Street

Future Developments

9 Penang Road
(formerly Park Mall)

Target TOP: December 2019
Total size: 200,000 sq ft
Typical floor plate: 11,000 sq ft
Building height: 15-storeys

Only new development planned for Orchard
Road. Nearest MRT Dhoby Ghaut.

3. Marina One
New Downtown

ASB Tower
79 Robinson Road (formerly CPF Building)

Target TOP: October 2020

Total floor area: 500,000 sq ft sq ft
Typical floor plate: 21 -23,000 sq ft
Height: 28-storeys

Located on prominent corner site at
the junction with Maxwell Road opposite
Tanjong Pagar MRT station.
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4. Centennial Tower
Temasek Avenue / Marina Bay

CapitaSpring

88 Market Street (formerly Golden Shoe car park)

Target TOP: April 2021

Total floor area: 635,000 sq ft

Typical floor plate: 30,000 sq ft approx
Height: 51-storeys

Comprises an integrated development
with residential serviced apartments and
29 floors of offices.
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Disclaimer

The information in this publication should be regarded as a

general guide only. Whilst every care is taken in it preparation, no
representation is made or responsibility accepted for its accuracy or
completeness. The rentals mentioned are neither asking rentals nor
rentals agreed by property owners, but only represent the writers
views on estimated rentals and is intended as reference only.
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