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MARKET OVERVIEW Q2 2019

HIGHLIGHTS

OFFICE MARKET INDICATORS

• Total supply of office space in
Bangkok increased by 46,000 square
metres to a total of 5,028,419 square
metres
• Net absorption was positive at
5,910 square metres in this quarter,
increasing total occupied space to
4,575,121 square metres
• Overall market occupancy rate
dropped to 91.0% from 91.7%
• Mean asking rents remained
constant at 781 baht per square metre
per month

ECONOMIC OVERVIEW
Political uncertainty coupled with the US – China trade war has had a dampening effect
on the Thai economy. As a result, the World Bank projects that economic growth will fall
to 3.5% this year from 4.1% in the previous year. Exports have also contracted by 4% in Q1
2019 – the first quarterly decline in three years as the baht continues to appreciate against
the US dollar. Meanwhile, public investments in infrastructure, which have been identified
as a major growth driver for the economy, have slowed in implementation due to electionrelated delays. Nevertheless, low inflation, rising employment levels, and rising recurrent
fiscal spending are still boosting private investment and household consumption to grow
close to their three-year high.

SUPPLY

MARCUS BURTENSHAW
Executive Director,
Head of Occupier Services and
Commercial Agency

“The first half of 2019 has seen office
rents soar to never before seen levels,
and whilst occupancy rates remain
high, the influx of new supply over the
next six months coupled with some
economic headwinds will be a real test
for the market.”
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FIGURE 1

BANGKOK OFFICE QUARTERLY TAKE UP

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
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FUTURE SUPPLY
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FIGURE 2

The office market is projected to receive
an influx of new supply in the remaining
half of the year. Five projects are expected
to be completed in Q3 and Q4, adding
153,187 square metres of new office space.
This is over three times the amount of new
supply that entered in the first half of the
year. The additions will mainly be located
in non-CBD regions. Two buildings will add
62,000 square metres of office space to the
CBD, while the other three new buildings
will add 91,187 square metres to non-CBD
areas.

BANGKOK OFFICE FUTURE SUPPLY

BANGKOK OFFICE FUTURE SUPPLY (2019-2023)

From H2 2019 to 2023, the Bangkok office
market is expected to grow by 1,170,638
square metres or an average of 234,128
square metres annually. This represents
a supply growth rate of approximately
4.3% per year. In comparison, from 2014
to 2018, supply grew by 129,888 square
metres or 2.6% annually. By the end of
2023, the total market supply will reach 6.2
million square metres.

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
TABLE 2

BANGKOK OFFICE FUTURE SUPPLY (PROJECTS)

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
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DEMAND
Net absorption was positive at 5,910
square metres in this quarter, increasing
total occupied space to 4,575,121 square
metres. Despite the quarterly increase,
total occupied space is still down Y-o-Y.
Over the past 12 months, total supply
increased by 30,190 square metres but
total occupied space declined by 22,794
square metres over the same period.
This suggests that annual demand was
lower than supply. Given the economic
slowdown and lack of prime properties
added to the CBD in the past year, current
and potential tenants could be adopting
a ‘wait and see’ approach on any office
relocation or expansion plans that they
may have.

Overall market occupancy rate dropped
to 91.0% from 91.7% in Q2 2019. Despite
the slight decline, the market occupancy
rate has remained relatively consistent.
The rate has been within a healthy range
of 91% to 93% over the past five years,
signalling a high level of stability in the
market. CBD occupancy rates declined
for three of the four areas sampled. Only
the Asoke – Phrompong area, which also
has the highest occupancy rate at 96.8%,
experienced no change in this quarter.
Outside the CBD, Asoke – Petchburi has
the highest occupancy rate at 93.8%,
despite having declined by 0.5% Q-o-Q.
The area maintains a high occupancy rate
as a result of its close proximity to the
CBD.

FIGURE 3

BANGKOK OFFICE SUPPLY – DEMAND DYNAMICS

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
FIGURE 4

BANGKOK OFFICE SUPPLY, DEMAND AND OCCUPANCY RATE

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
TABLE 3.

BANGKOK OFFICE OCCUPANCY RATE BY GRADE

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
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RENTAL RATES
Average asking rent remained constant
at 781 baht per square metre per month.
Despite no growth Q-o-Q, rents are still
up 4.3% Y-o-Y. This breaks the trend of
consecutive rental increases since Q4
2012. In prior quarters, rents increased
by approximately 4.7% annually. Grade A
rents declined to 1,142 baht per square
metre per month from 1,144 baht, but
are 9.2% higher Y-o-Y. Meanwhile, grade
B and grade C buildings experienced
little to no rent growth, having slightly
increased to 815 baht and remaining at
496 baht, respectively. Many landlords
responded to the marginal occupancy
drop and weakened economic conditions
by keeping asking rents constant or lower
from the previous quarter.
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TABLE 4

BANGKOK OFFICE ASKING RENT BY GRADE (BAHT PER SQ. M)

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
FIGURE 5

BANGKOK OFFICE AVERAGE ASKING RENT BY GRADE

SUB-MARKET RENTS
In the CBD, the Ploenchit – Chidlom area
experienced the highest rental growth,
increasing by 2% to 958 baht per square
metre per month. Despite no overall
increases this quarter, office spaces on
Wireless Road still command the highest
rents at 1,101 baht, representing a 6.3%
increase Y-o-Y. Outside of the CBD, rents
grew in all sub-markets sampled except
for Paholyothin – Viphavadi, which
experienced a 0.3% Q-o-Q drop in rents
to 723 baht. Interestingly, across all submarkets sampled with the exception of
Wireless Road, rents moved in opposition
to the occupancy rate. Areas with rental
escalations experienced occupancy drops
with the opposite occurring when asking
rent fell.

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
TABLE 5

BANGKOK OFFICE SUB-MARKET INDICATORS

SOURCE: KNIGHT FRANK (THAILAND) - OCCUPIER SERVICES & COMMERCIAL AGENCY
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GLOBAL BRIEFING
For the latest news, views and analysis
on the world of prime property, visit
KnightFrankblog.com/global-briefing

OUTLOOK

Thailand Contacts

We maintain the expectation that demand
will pick up throughout the rest of the
year as a result of greater post-election
political stability, albeit at a subdued level
due to the current economic uncertainty
and cautious outlook. The office market
response to the supply entering in Q3 and
Q4 will be a key indicator of demand over
the next few years. Given projections that
supply will increase by 4.3% annually from
2019 to 2023, occupancy rates will drop if
demand lags behind supply. If asking rents
rise, it may occur at a slower pace as tenant
bargaining power grows with increasing
options of high quality office space.

GLOSSARY
Central Business District (CBD)
- The CBD is the region in Bangkok that
contains the greatest concentration of
grade A office buildings, 5-star hotels and
luxury shopping malls. Areas within the
CBD are easily accessible via mass transit
systems.
Grade A Buildings
- By virtue of their desirability, these prime
properties command the highest rents in
their market (top 20%). You will find them

located in the Central Business District,
within 500 metres of a mass transit station,
and have a floor plate of at least 1,000
square metres.

Phanom Kanjanathiemthao
Managing Director
+66 (0)2643 8223 Ext 124

Grade B Buildings –
Comprising the largest sector of the office
market, these buildings are traditionally in
the greatest demand; they might not be the
most expensive properties in the market
but they typically represent good value for
money.

Surasak Limpa-Arayakul
Executive Director,
Head of Valuation and Advisory
+66 (0)2643 8223 Ext 143

Grade C Buildings
- Typically older properties, these buildings
provide office space for rent at the most
competitive rents in the market (bottom
40%).
Take Up
- Measures the total amount of space
leased by tenants during a given period of
time. It does not account for the amount
of space vacated by tenants. Take Up is an
indicator for the amount of leasing activity
that has occurred.
Net Absorption
- Measures the change in occupied space
during a given period of time. In other
words, it is the total amount of space
leased – the total amount of space vacated
by tenants. Net absorption indicates the
change in demand relative to the current
supply available in the market.

phanom.kanjanathiemthao@th.knightfrank.com

surasak.limpa-arayakul@th.knightfrank.com

Roong Sitthisankunchorn
Executive Director,
Head of Property Management
+66 (0)2643 8223 Ext 144

roong.sitthisankunchorn@th.knightfrank.com

Marcus Burtenshaw
Executive Director,
Head of Occupier Services and
Commercial Agency (OSCA)
+66 (0)2643 8223 Ext 104

marcus.burtenshaw@th.knightfrank.com

Frank Khan
Executive Director,
Head of Residential
+66 (0)2643 8223 Ext 280

frank.khan@th.knightfrank.com

Phuket Contact
Nattha Kahapana
Executive Director,
Head of Knight Frank Phuket
+66 (0)7631 8151 Ext 300

nattha.kahapana@th.knightfrank.com

NOTE: ALL FIGURES EXCLUDE MULTI-OWNER OCCUPIED PREMISES AND OFFICE
BUILDINGS SMALLER THAN 5,000 SQUARE METRES.

Knight Frank Commercial Research provides strategic advice, consultancy services and
forecasting to a wide range of clients worldwide including developers, investors, funding
organisations, corporate institutions and the public sector. All our clients recognise the
need for expert independent advice customised to their specific needs.
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Important Notice
© Knight Frank LLP 2019 - 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 LLP 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 LLP 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 LLP to the form and content within
which it appears. Knight Frank LLP is a limited
liability partnership registered in England with
registered number OC305934. Our registered office
is 55 Baker Street, London, W1U 8AN, where you
may look at a list of members’ names.

