e

l.

__ il
Wi MM“

Ilr

il
! I]III :ufl[ ‘: |

imin

Il ”It ¥ iilli

BANGKOK
OFFICE

Quaterly, o

e Official statistics shows fewer new firms have been established in Bangkok in
2009.

e Aftera large spike in business dissolutions in Q3, the total number of dissolved
companies for the year to date grew by 14.71% from 2008

e The average vacancy rate of the Bangkok office market decreased very slightly
in the third quarter from 13.32%, to 13.19%, with vacancy rates dropping in the
grade A and B sectors but the modest gains made in these sectors were offset
in a worsening performance of the grade C class buildings who saw vacancies
increase by 1.26%

e The third quarter saw rents drop across the entire market, with the Grade A
sector the most affected which saw rents drop by 0.78% from the recorded
levels of the previous quarter.
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The latest reports from the Ministry

of Commerce indicates that the total
number of business dissolutions spiked
in the 3" Quarter, climbing 44.76%
year on year. This spike in dissolutions
reverses the trend described in the of-
ficial figures for the first half of the year
to bring the total number of business
closures in the year to date to 4,148
firms, up by almost 15% from the same
period last year

table 1
Knight Frank Thailand has defined the

scope ofoffice market research as
below.

Bangkok Establishments and Dissolutions Q1 - Q3 2009
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In the 3rd Quarter vacancy rates rose
by 1.26% in the Grade C sector, but this
was offset by modest gains reported in
occupancy of both the grade A & B sec-
tors which saw occupancies improve by
0.70% in the grade A sector and 0.97%
in grade B.
Whilst these modest improvements
reflect anecdotal accounts of an improv-
ing business climate, we are reluctant to
describe this as a beginning of a trend at
2
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table 2

Occupancy Rates Q1-Q3 2009
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Figure 2

Bangkok Vacancy Rates -Q3 2009
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Total supply of Bangkok’s major office
buildings for rent remained stagnant at
5,076,182 square meters.
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Table 1: Future Supply of Bangkok Office Buildings (2009F — 2011F)
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The third quarter saw rents drop
across the entire market with falls
experienced in every grade as build-
ings continue to struggle to attract
new tenants, whose primary goal in
this climate is to reduce office ac-
commodation costs.

Figure 3: Bangkok Office Rents by Grade
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During the previous quarters the riod of sustained growth s and the begin-
average office rental rate was pre- ning of this recent rental plateau.

served by modest gains made in the

Grade C and B sectors, however with

all sectors now reporting a drop in

rental rates, the Average Rent has

dropped for the first time since Q2

2007 which marked the end of a pe-
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Figure 4: Bangkok Office Q-0-Q Rental Growth
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Pressure continues to mounton landlords
as the market shifts increasingly in the
direction of the tenant.

If Thailand can maintain continued po-
litical stability, very limited new supply
should prevent a precipitous decline in
rents over the foreseeable future.
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