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άbŀǾƛƎŀǘƛƴƎ ǘƘŜ /ǊƻǿŘέ 

ÅWeak fundamentals, expectations of tapering produce outflow 
ƻŦ ŦǳƴŘǎ ŦǊƻƳ !ǎƛŀΩǎ ōƻƴŘΣ Ŝǉǳƛǘȅ ƳŀǊƪŜǘǎ ƛƴ нлмо 

 

ÅBut direct investment in real estate remains strong ς cap rates 
still tightly compressed, prices and transactions trending higher 

 

ÅWith core markets more crowded than ever, finding deals is 
now increasingly hard  

 

ÅThe result: investors trying new ways to make numbers work ς 
moving up the risk curve, buying alternative assets  
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Foreign buyers still find it hard to buy in AP 

Source: Jones Lang LaSalle 

10 Largest Recipients of Cross-Border Investment, YTD 2012 & 2013 



2014: Moving up the Risk Curve 

ÅWhat to buy? 
 
ÅOpportunistic plays, but hard to source due to poor risk-adjusted 

returns, low LTVs, compressed yields 
 

Å{ŜŎƻƴŘŀǊȅ ŀǎǎŜǘǎ ŀƴŘ ǎŜŎƻƴŘŀǊȅ ƳŀǊƪŜǘǎΣ άōǳǘ ƴƻǘ ǎŜŎƻƴŘŀǊȅ 
ŀǎǎŜǘǎ ƛƴ ǎŜŎƻƴŘŀǊȅ ƳŀǊƪŜǘǎέ 
 

ÅDistress ς as usual, no blanket themes have emerged but 
άƎǊŀƴǳƭŀǊέ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ŀǊŜ ǘƘŜǊŜ ŦƻǊ ǘƘƻǎŜ ǿƘƻ ŘƛƎ  
 

ÅAccept lower returns but underwrite compression  
  



Niche Markets draw crowds  

Secondary sectors now increasingly in focus : 
  
 Logistics ς Ongoing shortage of supply throughout Asia, 
 especially for 3PL facilities, but still a market for specialists  
  
 Senior Care ς A big demographic play ς but tough finding 
 the right model  
  
 Self storage ς Small living spaces mean Asian consumers 
 ƴŜŜŘ ǘƻ άǊŜƴǘ ŀ ŎƭƻǎŜǘέ 
  
 Sustainable Buildings ς Investors traditionally put off by 
 cost, but attitudes ς and returns ς now more positive   

  







Speculation is back 

Mounting pressure to secure yield has resulted in the return to a 
speculative approach in some markets: 

  

In Japan, intense competition has driven down yields. With 80%-
85% LTVs easily available, some are boosting returns via 
leverage.     

 

In China, net effective yields as low as 2% quickly turn 
investments into capital appreciation plays       



Regulations Chill Markets  

Å In some countries, overheated residential markets have again 
been targeted by governments in 2013: 

 

ÅHong Kong introduced a new round of transaction taxes 
and raised downpayment requirements 

ÅSingapore imposed new transaction taxes and a cap on 
total consumer debt available from banks  

Å/ƘƛƴŀΩǎ ǊŜǎǘǊƛŎǘƛƻƴǎ ŎƻƴǘƛƴǳŜ ōǳǘ ƘŀǾŜ ƴƻǘ ǎǘƻǇǇŜŘ ǇǊƛŎŜǎ 
rising     





2014: Emerging and Frontier markets   

Å!ǎƛŀΩǎ ŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎ ŀǊŜ ŀƎŀƛƴ ŘǊŀǿƛƴƎ ƛƴǘŜǊŜǎǘΣ 
although as usual risks are high, scale is small, exit is tough. 

 

ÅThe Philippines ς traditionally strong in the BPO sector, but 
now also a magnet for back office, especially finance 

ÅIndonesia ς Lots of potential but hard to get a foot in the 
door due to strong domestic investor base 

ÅVietnam ς Could be at a bottom as it emerges from crisis  ς 
big opportunities in industrial assets as a China +1 play 

 

 



*Metro Manila includes Makati CBD, Bonifacio Global City, McKinley Hill, Ortigas CBD, and Filinvest Corporate City,  

Source: Cushman & Wakefield Research 
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Risk: Beware the Taper! 

Two big risks seen by Asian investors: 

 

ÅChinese economic slowdown ς now unlikely due to ongoing 
government stimulus 

 

ÅTapering by the Fed ς For Asia, the taper means: 

 more capital outflows  

 higher interest rates (and therefore lower prices) going 
 forward 



Asian capital dominates 

Å88% of all commercial real estate transactions originated from 
within the region in the first three quarters of 2013 

 

ÅAsia has more capital ς especially from China ς than there are 
assets to absorb it 

 

ÅChinese investors and developers now active in every 
significant Asian market   

 

ÅBig outflows to European, US markets    
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Purchaser flows into and out of Asia Pacific YTD 2013 
AP remains a big exporter of capital 

Source: Jones Lang LaSalle, October 2013 
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Bank finance: cheap and cheerful 

ÅAs ever, banks rule the roost  

 

ÅFunding still cheap ς little sign of tightening so far 

  

ÅGenerally, leverage still available in the 50%-60% range, in 
some places significantly higher 

 

Å¢ƘŜ ōƛƎ ǉǳŜǎǘƛƻƴΥ ǿƘŜƴ ǘƘŜ CŜŘ ǘŀǇŜǊǎΣ ά²ƛƭƭ ōŀƴƪǎ ǎǘƛƭƭ ōŜ ǊŜŀƭ 
estate-ƻƴέΚ       

 



Capital Markets: Jekyll and Hyde 

ÅStill very little Asian real estate investment financed by capital 
markets 

  

ÅEquity deals still suppressed by low share prices  

 

ÅAt the same time, capital debt has been on fire: Market has 
whipsawed as Fed taper comes on and off  



2013: The Great REIT Rebound 



REITs still offer good yields 

Capitalization and Dividend Yields of Asian REITs 

 
 

# REITs 

 
Market Cap 
(US$ Bil.) 

Average 
Dividend 

Yield 

 
Risk Free 

Rate* 

Spread 
(Basis 
Points) 

Japan 40 $65.5 3.9% 0.8% 301 

Singapore 28 $43.3 6.0% 2.5% 349 

Hong Kong 9 $22.1 4.5% 2.0% 250 

Malaysia 15 $8.1 4.3% 3.6% 67 

Korea 1 n/a 10.8% 3.4% 740 

Total 93 $139.0 5.34%** 

* Risk free rate refers to long-term government bond yields 

** Weighted average based on market capitalization 



Markets and Sectors to 
Watch and Best Bets 














