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sector despite economic volatility

P “Office rents continued to show upward gravity with resilient occupancy rates
supported by flight-to-safety and flight-to-quality moves, despite global and

domestic economic uncertainties.”

CALVIN YEO, MANAGING DIRECTOR, OCCUPIER STRATEGY AND SOLUTIONS

RENTS AND OCCUPANCY
Prime Grade office rents in the Raffles
Place / Marina Bay precinct increased
1.2% q-0-q and 5.8% y-0-y in Q2 2023,
averaging $$10.96 psf pm. This
brought rental growth to 2.5% in the
first half of 2023 amid escalating
geopolitical tensions, inflationary
pressures, and prevailing economic
gloom. Nevertheless, with office
inventory remaining tight, prime office
rents are expected to remain firm.
Occupancy levels in the Raffles
Place / Marina Bay precinct, and in
the overall CBD remained healthy at
95.8% and 94.4% respectively in Q2
2023, marginally higher than the
corresponding 95.4% and 94.1% in Q1.
Despite growing rents, businesses were

not deterred from continuing to seek
quality spaces in the CBD, supporting
the strong occupancy levels in the
office market.

DEMAND DRIVERS

Despite the reporting of business
contractions and/or employee layoffs
around the world, many international
corporates continued to relocate
functions to Singapore alongside local
start-ups. According to business
registry statistics from the Accounting
and Corporate Regulatory Authority
(ACRA), the number of entities regis-
tered in Singapore grew from 570,992
to 579,221 in the first five months of
2023. This increase of 8,229 is higher
than the 4,649 new entities registered

Exhibit 1: Average Office Rentals, by Key Precincts in Q2 2023
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over the same period in the previous
year. It was also reported that 203
foreign companies established new set
ups in Singapore since 2021. While the
rising costs of operations and escalating
rents might lead some businesses to
delay or to cancel expansion plans,
Singapore remains a destination of
choice for many foreign multinational
corporations (MNCs) and family offices
(FOs), with the flight-to-safety dynamic
a sustained demand driver as firms
prioritise business continuity amid the
ongoing geopolitical and economic
tensions.

Although a survey conducted by
Knight Frank and Cresa cited that half
the international respondents that had
around 50,000 employees, had plans
to reduce global office footprint by 10%
to 20% in the next few years, net increases
are still being observed in Singapore.
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goals in the long term. One example is
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the recent announcement of Publicis Groupe moving to Guoco Midtown, occupying
55,000 sf of space. The completed office development offers a wide array of lifestyle
trends including end-of-commute facilities. With landlords being more conscious
of the Environment, Social and Governance (ESG) framework and are increasingly
advocates themselves, new builds, redevelopment or asset enhancement initiatives
(AEIs) are incorporating sustainability features so that buildings stay competitive

and attract blue-chip international tenants.
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ECONOMIC SENTIMENT AND OUTLOOK

The pipeline supply of new office space in the last few years has been few and far
between, and inventory remains tight especially in the CBD. Between 2019 and
2022, office stock in the Central Region declined from some 79.6 million sf to 78.8
million sf, before rising to 79.7 million sf in 2021, due to the completion of
CapitaSpring and Afro-Asia. At the same time, office demand was fuelled by a
steady combination of flight-to-safety moves from the region and around the
world, especially during the pandemic, and on the domestic front, office occupiers
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growth forecast as a result of the softening global demand affecting the
export-oriented industry, persistently high inflation rate, and the possibility of a
technical recession, Singapore’s labour market remained tight with the rate of
re-employment at 71.7% in Q1 2023, higher than the pre-pandemic level of 65.9%,
and overall unemployment at a low of 1.8%. With the dual dynamic of flight-to-safety
and flight-to-quality underpinning occupancy levels, Knight Frank has revised
the outlook for prime office rents to grow 3% to 5% for the whole of 2023, an
improvement from the earlier estimated 3% growth projection made at end-2022.
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Exhibit 2: Selected Upcoming Office Supply Islandwide
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