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Seoul’s prime office market surprisingly 
saw its prime headline rents rise 2.3% in 
the first quarter of 2015. This is despite 
fairly subdued demand and a significant 
increase in market vacancy, with the CBD 
seeing the addition of two new prime 
office buildings. The real story, however, 
is that effective rents have declined, due 
to a significant increase in incentives, with 
the rise in headline rents representing 
an attempt by landlords to maintain a 
building’s grade in a slowing market.

Tokyo, which saw similar rental growth 
over the period, is a different case entirely. 
The majority of Marunouchi, the city’s 
financial district, is owned by Mitsubishi 
Estate. Its close relationship with a large 
number of domestic occupiers, combined 
with the structure of traditional Japanese 
leases (which prevents significant rental 
hikes), has held back rental growth to  
only 1.9% in a very tight market with  
little vacancy.

Elsewhere, in the major Chinese cities, as 
anticipated in our previous report, a surge 
in new prime office supply in Q1 2015 
amid a cooling economy has pushed up 
vacancy rates. Beijing and Shanghai, in 
particular, both witnessed a 0.5% rental 

decline over the quarter. Given prevailing 
conditions, we expect rents to soften 
further this year.

Taipei similarly saw new supply swell in 
the first quarter, much of which, however, 
was already taken up amid robust 
demand from foreign firms. For the whole 
of 2015, office completion will increase 
by more than 50%, pushing vacancy 
rates upwards towards the back end of 
this year. Rents, however, should remain 
steady. In Hong Kong, limited supply and 
continued healthy demand will continue to 
support the market.

Throughout Southeast Asia, markets 
remained fairly robust. Bangkok topped 
rental growth across the region, with 
a 3.8% increase quarter-on-quarter, 
as the market continues to defy the 
political uncertainty still hanging over the 
country. In Phnom Penh, rents climbed 
marginally despite a significant increase 
in net absorption as landlords vied 
for new tenants in a more competitive 
market following the completion of 
Vattanac Capital Tower. Singapore and 
Kuala Lumpur both saw their upward 
momentums continue, while rents in 
Jakarta remained steady, as leasing plans 

Results for Q1 2015
Knight Frank’s Asia-Pacific Prime 
Office Rental Index increased 1.3% in 
the first quarter of 2015, and now sits 
5.3% above its pre-crisis (Q2 2008) 
peak

Rental growth was experienced in 13 
of the 19 markets tracked, with three 
recording no rental movement and 
three recording rental declines

Although vacancy is tightening in 
many markets, the Asia-Pacific 
regional vacancy rate increased 
on the back of rising inventories in 
Greater China’s tier-one cities

Over the next 12 months, we expect 
rents in 14 cities out of the 19 tracked 
to either remain steady or increase, 
which is in line with our previous 
forecasts
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Asia Pacific Head of Research

Follow Nicholas at @nholtKF

For the latest news, views and analysis 
on the world of prime property, visit 
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seoul aNd tokyo: a tale of 
two office maRkets
Northeast Asian powerhouses show similar headline growth figures  
for Q1 2015, but have significantly differing market characteristics  
and drivers
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Figure 1 
Prime Office Rental Cycle

Source: knight frank Research
the diagram does not constitute a forecast and is intended only as an indicative guide to current rental levels.  
Rents may not necessarily move through all stages of the cycle chronologically.
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“In Tokyo... the structure of 
traditional Japanese leases (which 
prevents significant rental hikes), 
has held back rental growth to only 
1.9% in a very tight market with 
little vacancy.” 

https://twitter.com/nholtKF
http://www.knightfrankblog.com/commercial-briefing/
https://twitter.com/KF_CommBrief


ReceNt maRket-leadiNG ReseaRch PuBlicatioNs

Knight Frank Research Reports are available at KnightFrank.com/Research

China Outward Real 
Estate Investment

Global Cities:
Skyscrapers 2015 
Report

The Wealth Report 
2015

Prime Asia Dev.  
Land Index H2 2014

ASIA PACIFIC RESEARCH
Nicholas Holt 
Asia Pacific Head of Research 
+65 6429 3595 
nicholas.holt@asia.knightfrank.com

ASIA PACIFIC  
GLOBAL CORPORATE SERVICES
Ross Criddle 
Director, Asia Pacific
+852 6198 0201 
ross.criddle@hk.knightfrank.com

© Knight Frank 2015 - This report is published for general 
information only and not to be relied upon in any way. Although 
high standards have been used in the preparation of the 
information, analysis, views and projections presented in this 
report, no responsibility or liability whatsoever can be accepted 
by Knight Frank for any loss or damage resultant from any use 
of, reliance on or reference to the contents of this document. As 
a general report, this material does not necessarily represent the 
view of Knight Frank in relation to particular properties or projects. 
Reproduction of this report in whole or in part is not allowed 
without prior written approval of Knight Frank to the form and 
content within which it appears.

fiGuRe 2 
Asia-Pacific Prime Office Rents  
Q1 2015

City Submarket Prime Net Headline 
Rent

Local 
Measurement^

12 mth % 
change

3 mth % 
change

USD/sq m/
mth

Gross Effective Rent**
USD/sq m/mth

Forecast 
next 12 mths

Brisbane CBD  560.0 AUD/sq m/yr 2.0% 0.0%  35.9  28.5 

Melbourne CBD  486.0 AUD/sq m/yr 0.2% 0.0%  31.1  29.7 

Perth CBD  650.0 AUD/sq m/yr -6.2% -1.8%  41.7  37.7 

Sydney CBD  793.0 AUD/sq m/yr 3.1% 1.0%  50.8  42.4 

Phnom Penh City Centre  22.1 USD/sq m/mth 7.6% 0.6%  22.1  29.1 

Beijing Various  370.8 CNY/sq m/mth -1.7% -0.5%  60.7  88.7 

Guangzhou CBD  177.5 CNY/sq m/mth 0.2% 1.0%  29.1  49.4 

Shanghai Puxi, Pudong  271.7 CNY/sq m/mth -0.7% -0.5%  44.5  68.2 

Hong Kong Central  123.5 HKD/sq ft/mth 3.0% 3.2%  171.4  171.9 

Bengaluru CBD  1,104.0 INR/sq ft/yr 1.7% 0.8%  15.8  25.4 

Mumbai BKC  3,100.0 INR/sq ft/yr 2.1% 1.6%  44.5  71.4 

New Delhi Connaught Place  3,240.0 INR/sq ft/yr 2.0% 0.9%  46.5  74.6 

Jakarta CBD  6,688,524.0 IDR/sq m/yr 5.7% 0.0%  42.8  54.0 

Tokyo* Central 3 Wards  31,165.8 JPY/Tsubo/mth 5.7% 1.9%  78.8  78.9 

Kuala Lumpur City Centre  5.4 MYR/sq ft/mth 5.3% 3.6%  15.7  19.1 

Singapore Raffles Place, Marina Bay  10.7 SGD/sq ft/mth – 0.6%  84.1  96.0 

Seoul CBD  31,538.0 KRW/sq m/mth 0.8% 2.3%  28.5  67.4 

Taipei Downtown  2,590.0 TWD/ping/mth 1.5% 0.9%  25.1  38.4 

Bangkok CBD  801.5 THB/sq m/mth 7.3% 3.8%  24.6  29.9 

Source: knight frank Research / *sanko estate
^Based on net floor areas for except for china, india, korea, taiwan, thailand (gross) and indonesia (semi-gross)
**inclusive of incentive, service charges and taxes. Based on net floor areas.
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Increase
No Change
Decrease

were put on hold amid slowing economic 
growth which hit the lowest rate since 
mid-2009 in the first quarter of the year.

In India, the improvement in market 
sentiment continued, with Bengaluru 
standing out as it recorded its largest 
quarterly absorption figures since Q1 
2007. IT and ITeS companies continue to 
be extremely active. 

Australia continues to be a multi-tiered 
market. Sydney is still showing significant 
activity and recording rental growth, while 
Melbourne has seen a pick-up in activity. 
Brisbane is seeing rents remain flat, while 
Perth, still struggling from the fallout from 
the end of the resources boom, recorded 
a slight softening in rents.

fiGuRe 3 
Prime Office Rental Index

Source: knight frank Research

Prime Office Rental Index (LHS)
Vacancy Rate (RHS)
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One reason for the deceleration is the slowdown 
in China, although activity also fell across the 
rest of Asia: in H1 2014, investment volumes 
totalled only 37.6% of the amount achieved in 
the whole of last year (see Fig. 2). Interestingly, 
despite these, investment inflow originating 
from outside Asia during H1 2014 has already 
surpassed its total volume in 2013 by 76.1% 
(Fig. 3).

Prices appeared to have peaked in the key 
Chinese markets in Q1 2014, except those 
of Shanghai’s office sites – which managed 
to hold up – and Beijing’s residential sector – 
which has been easing since Q4 2013 (Figure 
4). Guangzhou provides a stark contrast: after 
values reached record highs with the entry of 
new comers such as Zhuhai Huafa and Financial 
Street in Q1 2014, the land market cooled off 
substantially in Q2 2014 with nine failed auctions 
in June alone. Faced with a slowdown in the 
property market, a resultant large inventory and 
credit constraints, developers have become 
more cautious. In Beijing, moving forward, with 
merely 124 sq km of land left for development, 
the National Land Bureau intends to decelerate 
the pace of land supply. Notwithstanding, land 
in the capital is expected to be fully utilised by 
2020. Shanghai is scarcely better positioned, 
with 153 sq km remaining against its 2020 
target. Against this backdrop, we expect 
land prices in Beijing and Shanghai to be well 
supported in the medium-to-long term.  

The confluence of softened property prices 
as a result of cooling measures, elevated 
construction costs and an uncertain external 
economy has led the prices of prime residential 
and office sites in Hong Kong to slide 4.9% 
and 4.4% respectively in H1 2014. However, 
the limited supply of land in urban areas was 
still highly sought after, while suburban areas 
faced some challenges due to the government’s 
commitment to boost land supply in such areas. 
We expect such divergence to continue.

Singapore’s land price indices stayed flat. The 
residential market, in particular, faced strong 
headwinds. In Q2 2014, as compared to the 
same period last year right before the impact of 

Highlights
Bangkok saw the largest increase in 
the prime residential development land 
index in H1 2014; Bengaluru topped 
Asia for the prime office development 
land index

Land prices appeared to have peaked 
in most key Chinese markets in Q1 
2014

Abenomics continued to drive demand 
for commercial land in Tokyo

While land transaction volumes in Asia 
dropped 5.0% year-on-year in H1 
2014, investment inflows from outside 
Asia increased 423.9% year-on-year

NicHolas Holt 
Asia Pacific Head of Research

Follow Nicholas at @nholtKF

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @KF_CommBrief

cHiNa slows dowN as 
BaNgkok, Jakarta aNd 
PHNom PeNH Power oN
The first half of 2014 saw Knight Frank’s Prime Asia Development 
Land Index advance 4.9% and 2.9% for office and residential sites 
respectively. This represents a loss in momentum when compared to 
the 9.8% and 7.7% respective growth rates in H1 2013.

RESEARCH

PRIME ASIA  
DEVELOPMENT LAND INDEX

“the confluence of softening 
property prices as a result 
of cooling measures, (and) 
elevated construction costs 
has led the prices of prime 
residential and office sites in 
Hong kong to slide...”

Figure 1 

Prime Asia Land Price Indices  
Unweighted

Source: knight Frank research

Prime Residential Development Land Index
Prime Office Development Land Index
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Figure 2 

Investment Volumes in Asia  
US$ million, development sites > US$10 million

Source: real capital analytics, knight Frank research
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Figure 3 

Cross-border developer activity  
Origin of cross-border investment volumes  in  
Asia (US$ million, development sites > US$ million)

Source: real capital analytics, knight Frank research
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