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Rent expectations still gloomy despite improved economic data

Capital values still falling but at a lesser pace
Tenant demand remains in negative territory

No expectation of near term improvement in rents
Prices projected to fall further in most markets

The latest global commercial property survey from RICS
shows that the pace of decline in capital values eased during the
second quarter. Similarly, transaction activity continued to drop
over the period albeit at a more modest rate in comparison with
the first quarter.

The rental picture remains particularly gloomy with the net
balance of surveyors reporting declines in the second quarter slip-
ping to its lowest point in the survey’s five year history. The pace
of rental declines was greatest in Singapore, Ukraine and Spain.
Moreover, with available space continuing to rise in most parts of
the globe, it is hardly surprising that the aggregate rental expecta-
tions series remains strongly in negative territory.

Confidence on future rents is bleakest in North America, with
Western Europe, where it has deteriorated further, not far be-
hind. By way of contrast, rent expectations have improved mar-
ginally in Asia, Australasia and Latin America; in the latter, rents
are expected to stabilise. Lettings markets remain challenging forc-
ing agents to continue raising inducements across all regions.

The pricing outlook broadly mirrors the rental picture with
North America producing the most gloomy numbers. Mean-
while, in Latin America surveyors are anticipating little
change in capital values.

In terms of individual countries, Ghana, Colombia, Nigeria and
Brazil have the most positive net balances both in terms of the
outlook for rents and the prospects for capital gains. At the bot-
tom of the pile in terms of rents are Croatia, Singapore and Spain.
For capital values, Scandinavia, Spain and US had the worst net
balance readings.
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The Middle East saw lettings activity decline at a slightly lesser
pace although rental falls accelerated and expectations to-
wards future rents remained gloomy. Available space rose further
in the UAE although enquiries to occupy space and tenant demand,
were much less negative compared to the first quarter.

In Western Europe, Cyprus, the Netherlands, Portugal and
Germany were the outperforming markets with expectations
towards property values less pessimistic than elsewhere. The UK
was one of the most improved, seeing the steepest rise in invest-
ment bidders per property in the region, despite the expectation that
capital values are still projected to fall further. The Japanese mar-
ket has made some notable improvements with lettings enquiries
turning positive for offices and no longer falling for industrial prop-

erty.

Yields continued to move upwards but at a more moderate
pace in most regions. However, in Emerging Asia they did edge
lower in the second quarter. Yields are expected to remain stable in
Latin America and North America over the next three months
whilst declining further in Emerging Asia.

Global commercial property

Change during the quarter

Expected next quarter
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Real Capital Analytics guest article: Global Sales Volume Edges Higher

Global real estate investment nudged upward at least 2% in the second
quarter after five consecutive down quarters. Just as remarkably, Q2 sales
volume in Asia Pacific was greater than that for the Americas and EMEA
combined, pushing the zone into the global lead ahead of EMEA, which
displaced the Americas from the top spot in Q1°08. Asia Pac transactions
accounted for 53% of global volume, vs. 33% for EMEA and just 14% for
the Americas. This former global leader now languishes firmly behind the
other global zones. While the data are preliminary, they are strongly in-
dicative of final tallies for the quarter.

However, the sales uptick and Asia Pac’s rise are inseparable, and come
with significant cautionary signals. Both stem from a surge of land sales in
China - to the tune of $20 billion. Excluding these, global volume fell in
Q2 from Q1. EMEA, the Q1 global leader, retained the top spot, while
Asia Pac was on pace with the Americas in volume. The Chinese develop-
ment-site sales have been enabled by newly relaxed lending. By the end of
Q2, according to Chinese government records, Chinese banks had already
extended almost 50% more credit than the Bank of China’s minimum
target for the year. June loan volumes were double those for May, and
H1°09 loan volumes tripled year over year, prompting fears of a credit
bubble.
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Western Europe was the standout performer in EMEA, but volume still
declined there from Q1 to Q2 by 21%. But sales totals there were double
those of the UK, which saw a 32% decline. That still failed to tell the
whole story: spurred by distress-adjusted pricing, London office sales

jumped 57% in the second quarter over first quarter volume. A similar
divergence between national and major market volumes took place in
Japan, where overall sales declined 34% but Tokyo office sales shot up by
54%, fed by the near-record sale of AIG’s headquarters there to Nippon
Life.

Two other Asian markets, Hong Kong and Singapore, had positive sales
growth in Q2 compared to Q1, although YOY totals for the second half
were sharply lower. Singapore’s volume began dropping early last year
and had nearly disappeared by Q4’08, but was up slightly in the first quar-
ter and nearly quadrupled in Q2. Hong Kong sales volume eroded steadily
throughout 2008 and Q1°09, but posted a near threefold increase in Q2 on
sales of both office and retail condominiums.

LA Metro
0205 + BEE|

Heng Kong

200%

FNT+51%)
2
o
o Bardi
(=] P Taipei
:-:\,:I ars q:1'0°I| [
Ie]
7_;' Tokyn
E Madrid
= Shamghai Moscow
= Methourie
3 O Metrs
g E Metin
WY Metrn Sanul Mupich
0% Osaka Duss=idord)  Baston IHT'09 +1 6%}
Viemna
(HY' D9 +184% |
100% 80% -B0% -40% 0% 0% W ann &% 0% 00%

VOLUME CHANGE HYTOg9 V5 H1'o8 * Bubblas sized relative to H1 089 vokama,
After deep decreases, global office sales fell just 8% from Q1 to Q2 in a
faint sign of stabilization — although they were still off 70% on a yoy basis.
By contrast, retail property sales plunged 55% from quarter to quarter in
the steepest sequential quarterly drop for any property type and only mildly
improved from a 64% yoy decline. However, apartment sales leaped 71%
from Q1 to Q2 — but still fell nearly 80% in yoy volume in the first half of
2009. Highlighting the relative weakness of the US, office sales in Tokyo,
Paris, and London rose from Q1 to Q2 and were higher than New York,
San Francisco and Washington, DC; office sales declined in all three mar-
kets in Q2 over Q1.

Government-encouraged or even sponsored bank intervention in Asia Pac
has kept acquisition yields there almost a full percentage point lower than
in the Americas and EMEA, where cap rates have risen sharply throughout
2009 and are converging close to 8% — with no signs of leveling off. While
cap rates in developed Asia Pac markets are up modestly, rates in compara-

ble markets in EMEA and the Americas continue to rise rapidly. In sum,
the marketplace is in transition with a historic but tenuous shift in leader-
ship in global volume. Deal making is still frozen in the US by the bid/ask
spread, but has begun to loosen in EMEA. Governments in Asia Pacific are
bolstering lenders there, spurring some deal flow and keeping cap rates in
check.

This article has been written Real Capital Analytics and represents the
views of RCA only. Real Capital Analytics is a global research firm based
in New York City. The firm's proprietary research is focused exclusively on
the investment market for commercial real estate.

Transactions. Trends. Tools.

RICS represents 140,000 members
worldwide. These professionals
provide expert advice on land, prop-
erty, construction and the associated
environmental issues. An independent,
not-for-profit organisation, RICS acts in
the public interest, upholding standards
of competence and integrity among its
members and providing impartial,
authoritative advice on issues affecting
business and society.

To participate in this survey four times a year please email
globalproperty@rics.org to register your email address.

The RICS Global property guide is a quarterly publication which aggregates
the views of commercial property professionals including RICS members,
researchers, fund managers, agents across the world.
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Country statistics - Expectations for Q3 2009

Confidence towards rents in Q3 ranked by net balance scores
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Country statistics - Expectations for Q3 2009

Confidence towards capital values in Q3 ranked by net balance scores
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Country statistics - Investment transactions in Q2

Investment transaction activity in Q2 ranked by net balance scores
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Country statistics - Reported available space Q2

Available space in Q2 ranked by net balance scores
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Country statistics - Change in rents Q2

Change in rents in Q2 ranked by net balance scores
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Regional statistics - Developed Asia / Australasia

Tenant Demand
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Regional statistics - Developed Asia / Australasia

Pipeline Development
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Regional statistics - Americas

Tenant Demand Change in Rents
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Regional statistics - Americas

Pipeline Development
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Regional statistics - Emerging Asia

Tenant Demand Change in Rents
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Regional statistics -

Pipeline Development
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Regional statistics - Western Europe

Tenant Demand

Change in Rents
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Regional statistics - Western Europe

Pipeline Development
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Regional statistics - Emerging Europe

Tenant Demand
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Regional statistics - Emerging Europe

Pipeline Development
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Regional statistics - Africa and Middle East

Tenant Demand
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Regional statistics - Africa and Middle East

Pipeline Development
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Survey Methodology

RICS Global Commercial Property Survey

RICS’ Global Commercial Property Survey is a quarterly guide to the de-
veloping trends in the commercial property investment and occupier market.
This edition details market conditions for the second quarter of

2009 based on information collected from leading international real

estate organisations and local firms.

419 surveyor offices responded to the questionnaire conducted between
19/06/2009 and 20/ 07/2009.

Methodology

Survey questionnaires were sent to real estate organisations in

June 2009, with responses received up until the 20th of July

2009. Respondents were asked to compare conditions over the latest
Three months with the previous three months. A total of 419 responses
were received.

Responses have been amalgamated across the three real estate
sub-sectors of offices, retail and industrial property at a city level,
to form diffusion indices for the commercial market as a whole.
The eight world regional groupings have been derived through
the weighting of city level diffusion data using city population
and country gross domestic product statistics.

Contact details
For further information please contact RICS Communications Directorate
T +44 (0)20 7334 3774/3891

Taking part in the RICS Global Property Survey

If you wish to participate in the quarterly survey, please email
jouilfoyle@rics.org to register your details. Please provide

your name, company details and the location(s) you wish to cover
within the email or register online at www.rics.org/globalproperty

Become a member of RICS
If you would like to find out more about becoming a member
of RICS, please visit www.rics.org/professional

RICS Global Commercial Property Survey

Disclaimer

This document is intended as a means for debate and discussion and should not be relied on as legal
or professional advice. Whilst every reasonable effort has been made to ensure the accuracy of the
contents, no warranty is made with regard to that content. Data, information or any other material
may not be accurate and there may be other more recent material elsewhere. RICS will have no
responsibility for any errors or omissions. RICS recommends you seek professional, legal or technical
advice where necessary. RICS cannot accept any liability for any loss or damage suffered by any
person as a result of the editorial content, or by any person acting or refraining to act as a result

of the material included.
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Subscription information and contributor enquiries

The Quarterly Global Commercial Prop-
erty Survey is available from the RICS
web site - www.rics.org, along with other
quarterly surveys covering the housing
market, residential lettings, commercial
property, construction activity, the farm-
land market and arts and antiques.

This publication has been produced by
RICS Economics. For economic and sta-
tistical enquiries regarding this publica-
tion, please contact.

Oliver Gilmartin

RICS Senior Economist
Communications Directorate
Tel +44 (0)20 7334 3847.

For access to city level agents’ com-
ments and contributor details please go
to the following web address.

www.rics.org/GPScomments20099g2

The Royal Institu-
tion of Chartered
Surveyors

12 Great George
Street

Parliament Square
London SW1P 3AD

T +44 (0)20 7222
7000
F +44 (0)20 7334
3846
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RICS represents 140,000 members world-
wide. These professionals provide expert
advice on land, property, construction and
the associated environmental issues. An
independent, not-for-profit organisation,
RICS acts in the public interest, upholding
standards of competence and integrity
among its members and providing impartial
authoritative advice on issues affecting
business and society.

(QRiCS



