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ABOUT US
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asking price of saleable assets restrains yield. This
resulted in a quiet market where sizeable investments

and significant deals were hard to come by. Slowly but
surely, recovery shall make its way into 2019 once the
dust settled in view of the recent change in

government. The market could still brace for
optimism with commercial and industrial sectors

being the potential bright spot.d

Sr FOO GEE JEN
MANAGING DIRECTOR, CBRE | WTW

FORMATION In 1975, C H Williams Talhar Wong & Yeo (WTWY) was
CBRE | WTW entered into an agreement in May 2016 to established in Sarawak. C H Williams Talhar & Wong
form a joint venture to provide a deep, broad service (Sabah) (WTWS) was established in 1977.

offering for the clients of both firms. This combines

K_j_wqg_%q j_pecqgr pc_j cqr _r thequogntmgragementisheateg bycGpotip CidRdaith g
local expertise and in-depth relationships in Malaysia Mohd Talhar Abdul Rahman.

ugrf A@PC%gq ejm _j pc_af _Ib “pm_b _pp_w md k_picr

leading services. The current Managing Directors of the WTW Group

operations are:
The union of CBRE and WTW is particularly significant

because of our shared history. In the1970s, CBRE A CBRE | WTW: Mr. Foo Gee Jen

acquired businesses from WTW in Singapore and Hong

I mle* ufgaf pck_gl _I gl rcep_jA @HWiiamsnBalhak @R @gu@abahy Ion Bhd:
operations. Mr. Leong Shin Yau

The wider WTW Group comprises a number of A CH Williams Talhar Wong & Yeo Sdn Bhd:
subsidiaries and associated offices located in East Mr. Robert Ting Kang Sung

Malaysia including:
ABOUT CBRE

A CH Williams Talhar Wong & YeoSdn Bhd (1975) CBRE Group, Inc. (NYSE:CBG), a Fortune 500 and S&P 500
amkn_I|w fc_bos_prcpcb gl Jmqg ?1 e
A CH Williams Talhar & Wong (Sabah)Sdn Bhd (1977) largest commercial real estate services and investment
firm (in terms of 2014 revenue). The Company has more
A CH Williams Talhar & Wong (Brunei) Sdn Bhd than 70,000 employees (excluding affiliates), and serves
real estate owners, investors and occupiers through more
ABOUT WTW than 400 offices (excluding affiliates) worldwide. CBRE
Colin Harold Williams established C H Williams & Co in offers strategic advice and execution for property sales
Kuala Lumpur in 1960. C H Williams & Company merged and leasing; corporate services; property, facilities and
in 1974 with Talhar & Company founded by Mohd Talhar project management; mortgage banking; appraisal and
Abdul Rahman and the inclusion of Wong Choon Keeto valuation; development services; investment
form C H Williams Talhar & Wong (WTW). management; and research and consulting.
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MALAYSI A6S ECONOMY
A YEAR OF HOPE
N

K_j_wgg_%q caml mkw qgsqr _gl cb factoeqouldbe the amidipaton & # softet propeftyc
first half, a more moderate pace y-0-y (2017: 5.9%). The market and less building starts.
Mid -term Review of the 11" Malaysia Plan has forecasted
K_j_wgg_%q epmgq bmkcqrga npmbBGRATIVREBEWNDINGMSENFMENTE r uc cl
4.5% and 5.5% for the 2018- 2020 period. The inflation rate declined to 1.3% during 2Q 2018 (1Q

0./ 68 [/, 6#'lagbouKmajket rempajns astyte
In 2Q 2018, private consumption growth (2Q 2018: 8%, 1Q since unemployment rate has stayed unchanged at 3.4%
2018: 6.9%) peaked since 1Q 2015. Private investment as at 2Q 2018.
growth (2Q 2018: 6.1%, 1Q 2018: 0.5%) also accelerated,
mainly due to higher capital expenditure by the The repeal of GST should bring about a more moderate
manufacturing and services sectors. There were mixed pace of inflation and encourage spending in the country.
results in the public sector whereby consumption picked Apart from that, certainty in employment would also
up (2Q 2018: 3.1%, 1Q 2018: 0.4%) while investment boost spending confidence among households.
contracted (2Q 2018:-9.8%, 1Q 2018:-1.0%). In the near
future, the contribution by public sector activities to the Data by Malaysian Institute of Economic Research (MIER)
economy is anticipated to diminish in view of the new suggests an upbeat in the market as the Consumer
emtcpl kclr%gqg dgqga_j aml gmj gb _ Septimentskndex (CSIp BuginessIConditrors éndex (BCI)
completion of infrastructure projects. Private sector and Retail Trade Index (RTI) improved in 2Q 20018.
activities are expected to be a bigger force in driving
K_j _wqg_%g caml mkw, Npvglie rc gERPGIawihdy Sectefs f ge f
capital is expected to stepup. On the other hand, as it has 12
always been, private consumption remains as the main 10
component of domestic demand, sustained by stable .
employment hence, household income. &\°/ 8

e 6
By convention, the services and manufacturing sectors % 4
continued to spearhead growth, contributing 78.9% of (3 2
K_j_wgg_%g EBN dmp 0O O0./6, GlI r
sector grew by 6.5%. The manufacturing sector also went 0
on an expansionary mode of 4.9% in 2Q 2018, driven by -2
robust demand for exports. The growth of the 4
construction sector is likely to moderate as several mega 1Q 2012Q 201BQ 2014Q 20172Q 2012Q 2018
projects have been suspended or cancelled. Another mmm  Agriculture mmm Mining and Quar|

mmm  Manufacturing mmm  Construction

Source: Bank Negara Malaysia
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MALAYSI

A YEAR OF HOPE

A0S ECONOMY

(CONTINUEDE )

NV

ON THE LOOKOUT

As of 2Q 2018, gross exports totalled RM245 billion, an
increase of 8.2% (1Q 2018: 5.8%). Strong demand from
major trading partners such as China, United States and
European countries led export and re-export activities,
especially in the electronic and electrical segments.
Manufactured exports recorded a growth of 10.6% during
2Q 2018 (1Q 2018: 8.2%), driven by chemical, petroleum
and metal products. On the other hand, imports also grew
to RM217.8 billion (2Q 2018: 7.7%, 1Q 2018: 0.8%). In net
terms, the trade surplus shrank to RM27.2 billion for 2Q
2018.

Foreign direct investments (FDI) was approximately 4
times lower in terms of net inflow as compared to the
previous quarter (2Q 2018: RM2.8 billion, 1Q 2018:
RM12.0 billion), on account of lower retained earnings
and some liquidation of foreign equity holdings. FDI
inflows were mostly being channelled to the real estate,
wholesale and retail trade sub-sectors, and mining sector
which is consistent with the previous year.

TOUGHER LOAN APPROVAL

Total lending in the country in 2Q 2018. amounted to

RM1.63 trillion, a 5% hike y-0-y (2Q 2017: RM1.55

trillion). The interest rate for loans also rose to 3.89% as
amkn_pcb rm 00O O0./5 &1, 4/ #'*
upward revision of overnight policy rate back in January

2018 as a response to the weakening Ringgit amidst series
of rate hikes by US Fed.

Loan Approvals
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mmmm | oans for Purchase of Non-Residential Property

Loan applications for residential property purchase

dipped y-0-y (2Q 2018: 26.9%, 2Q 2017: 29.9%). Despite a
slight rise in residential loans approval rate in 2Q 2018 to
43.1% (2Q 2017: 42.9%), the value of loans approved
shrank to RM25.4 billion (2Q 2017: RM26.2 billion).

The 0.17% increment in loan value approved for purchase
of residential property despite a 2.9% drop in approval
rate suggests that the average loan size rose. There could
be either an appreciation in house prices or an increasing
tendency to purchase higher-end residential properties.

LAYING THE FOUNDATION FOR GROWTH

In the post 14t General Election, Malaysia exemplified
political maturity whereby the rule of law was observed by
all parties during the transition of power period as the
change of Government took effect.

The recent Budget 2019 is a telitale sign that the

government will focus on investing in core economic
_argtgrgcqg rm "mmgr K_j_wqg_I| g%
economy is anticipated to grow steadily, backed by

persistent domestic demand and sound external

performance.

The combination of political sensibility and continuous
sodio-ecgnomicferthanaemént would lay the foundéigpn
for macro stability. These could well be the pre-requisites
for sustainable growth drivers.
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Source: Bank Negara Malaysia
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MAJOR INFRASTRUCTURE UPDATES

Y4

Projects Locations
RAIL

Port Klang,Selangor- Kuantan Port,
East Coast Rail Link (ECRL) Pahang- Terengganu- Tumpat
Kelantan

Electrified Double Track
Project (EDTP) Gema¥ohor Gemas- Johor Bahru
Bahru

Bandar Malaysia Bangi- Putrajaya-
Seremban Melaka - Muar - Batu

High Speed Rail (HSR) Pahat- IskandarPuteri- JurongEast,

Singapore
LRT Line 3 BandarUtama- JohanSetiad Klang
MRT 2 (SSP Line) SungaiBuloh - Serdang- Putrajaya

MRT 3 (Circle Line) -
HIGHWAY- EXPRESSWAY

DamansaraShah Alam

Highway (DASH) SungaiPenchala- Shah Alam

East Klang Valley Expressway Sungai Long UkayPerdana

(EKVE)

LebuhrayaPutrajayaKLIA . _

(MEX Il MEX- KLIA- KLIA 2
PanBorneo Highway Tawau- Kuching

SerdangKinraraPutrajaya

Expressway (SKIP) Serdang- Kinrara- Putrajaya

SungaiBesiUlu Kelang SungaiBesi- Cheras- Ampang- Ulu
Expressway (SUKE) Kelang

West Coast Expressway (WCE) Banting- Taiping- Sabak Bernam
PORT

Kuantan Port New Deepwater

Terminal (Phase 1) Kuantan Port

OTHERS

The PenandSentralTerminal

Hub (Phase 1) SeberangPeraj Penang

The Swettenham Pier Cruise

Terminal (Expansion) Penang Island

Completion

2024

2020

2026

2020
2022

2020

2020

2019

2022/2023

2021

2020

2020

2018

2018

2021

Status (as at Oct 2017)

KIV

Underconstruction

Postponed

Contract awarded
Contract awarded

Postponed

Underconstruction

Underconstruction

Contract awarded
Underconstruction

Design stage

Underconstruction

Underconstruction

Completed

Completed

Planned
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MAJOR POLICY UPDATES

Y4

Title Authority/Agency Effective Date
Stamp duty exemption Ministry of Finance

A Stamp duty exemption for first time house buyers for properties priced between 1 January 2019 to 30 June 2019
RM300,000 to RM1 million

A Stamp duty exemption on the instrument of transfer and the loan agreement for 1 January 2019 to 31 December 2020
house priced up to RM300,000

A House price between RM300,001 to RM500,000, the instrument of transfer and 1 July 2019 to 31 December 2020
loan agreement is exempted but limited to the first RM300,000

Stamp duty increase Ministry of Finance 1 July 2019
A The increase of 1% stamp duty from 3% to 4% of the instrument of transfer for property exceeding RM1 million to RM2.5 million
Real Property Gain Tax (RPGT) revision Ministry of Finance 1 January 2019

A For disposal in the & year and after RPGT to be increased from 5% to 10% for foreigners and corporations; 0% to 5% for
Malaysian individuals.
A Exemption applies to lovzost houses, lowto medium-cost houses and houses priced below RM200,000.

New duty-free area and island Ministry of Tourism and Cultural

A Tax exemption for Port Swettenham, Penang to promote cruise tourism.
A PulauPangkorto be declared asnew dutyfree island.

Fund by Bank Negara Malaysia Bank Negara Malaysia 1January 2019 to 31 December 2020,
or until the fund exhausted

A RM1 billionfund is set up for Malaysians earning natore thanRM2,300 per month to buy affordable houses priced at
RM150,000 and below at an interest rate of as low as 3.5%.
A Available at participating financial institutions such as AmBank, CIMB Bank, Maybank, RHB Bank and BSN.

Allocation to CagamasBerhad Ministry of Finance CagamasBerhad 2019

RM25 million in allocation forCagamasBerhadto provide mortgage guaranteejaminan pajak gadai) to ensure that firstime
house buyers with a household income of up to RM5,000 will receive a higher margin, including the deposit. This is expected t
lower the cost by 7% to 11% for buyers, apart from the discounts given by developers.

Extended financing term under Public Bank Negara Malaysia / LPSSA January 2019
Sector Home Financing Board (LPSSA)

The repayment term increasetbm 30 years to 35 years for firsime financing; 25 years to 30 years for secortime financing.
Development charges in Johor State government of Johor January 2018

International Zone: 30% of increased land value

City Council: 25% of increased land value

Municipal Council: 15% of increase land value

District Council: 10% of increase land value

Increase of land value due to changes related to land use, density or floor area/plot ratio.

To oo T T o
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PROPERTY MARKET OVERVIEW

PROPERTY MARKET INDICATORS

Landed HigRise Purpesail

Overall Shopoffice Retail Industrial Hotel

ResidentidResidential Office
2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2018 2018 2019

MAIN MARKETS

Klang Valley u u u u 'q g u | q u u u u u |p u |p
Penang u lu 'u |u ul|gqg |uju |fu u|fu  u|ju  uu u
JohorBahru u ¢ u u 'q g u | q u u 'q g u u |u |u
Kota Kinabalu u u [p |p u u u u u u 'q g u u |u |u
Kuching Uu U u 'u g /g U uUu uUu  uUu  u u u lu - -
REGIONALMARKETS
NORTHERN REGION
AldBetar u u u u | q u |q q u u |q q q u u u
Ipoh u lu|fulu|g|/u u|/u ulu u /u u u ulu

SOUTHERN REGION

Seremban u u u | q u u - - u u u u u u u

Melaka u u p p u u u u u u u u u u u u

BatRahat u u u u u u u u u u u u u u q |'q
EAEIAST

KotBharu u u q u u u u u u u u u u u u u

Kuala Teren: u u u u u u u u u u u u u u u u

Kuantan u lufu|lujfulu ulu ulu u /u u uluu
SABAH

LahadDatu g g g qg - - - - /g |u g |lulqgqg |luluu

Tawau u lujfu|lujfulu ulu ulfu u ' u . q ululu

Labuan u u u u - - |u u u u u u - - g q
SARAWAK

Miri q u u 'p | g u q u | q u | q u u u | q u

Bintulu u u u u u u u u | q u q |'q u u u u

Sibu u u u u u u u u u u | q q u u u u
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PROPERTY MARKET OVERVIEW

KLANG VALLEY
\V

property

mar ket

contractions in transaction volume post-2016. Residential sector will still be the main
market with more strategic developments and launching anticipated moving forward.
Older commercial properties would have to be proactive to hold up to the intensifying
competition from newer developments. For the hotel sector, new entrance are still
active despite fluctuating tourist arrivals. Last but not least, industrial sector has been
picking up attention, evidenced by the line-up of industrial property or land in the

significant deals concluded in 2018.

l'j _le T_jjcw%q
1H 2018 when its total transaction volume declined by
1.6% to 38,053 transactions. When measured in value,
these transactions worth RM33.8 billion. Overall, the
market could still be considered as on a recovery mode

npmncprw K_pi clungheskThesd developments bre gemerally épcatadiin

areas further away from the city centre, predominantly
along the northern and southern corridors of Klang Valley
to tap onto lower land cost in these areas unlocked by the
ongoing road network enhancement involving highways.

di spl ayed

post-2016 since the yo-y contraction in transaction
volume has diminished in comparison to -7.4% for 1H
2017. Another reasoning is that transaction value
remained on the rise despite the fall in transaction
volume (1H 2017: RM33.2 billion). Overall, Klang Valley
constituted approximately one -quarter of all transactions
in Malaysia.

Meanwhile, railway projects continue to steer the
developments of high-rise residential in and around KL
city centre. However, it has to be said that launching of
high -rise residential could slow down in near future due
to the concern of rising overhang. As of 1H 2018,
condominiums/apartments made up about 96.2% and
37.6% of total residential overhang in the state of Kuala
Lumpur and Selangor respectively. To be more precise,
new launches of high-end high-rise residential is most

i _ lkelyct@modegate ednsidering the dattishjmarkeeand _j j ¢ w %q
financial reach of buyers.

ACTIVITY UNDERPINNED BY RESIDENTIAL
Making up about 77% of total transactions, residential
gcarmp gq qgqrgjj w d_p rfec
property market. Landed residential developments

remain active in Klang Valley, as seen with persistent new

Total Volume and Value of Property Transactions (2010 i Jan to Sept 2018)
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Source: NAPIC
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PROPERTY MARKET OVERVIEW

KLANG VALLEY (CONTINUED¢ )

Jan- Sept 2018 Jan- Sept 2018 Jan- Sept 2018

Property Sector Vs VS VS
Jan- Sept 2017 Jan- Sept 2016 Jan- Sept 2015

Number of Transactions

Residential q -0.43% q -4.72% q -19.35%
Commercial p 7.81% p 2.53% q -22.94%
Industrial p 5.80% p 11.55% p 5.72%
Value of Transactions

Residential q -3.33% p 0.03% q -0.06%
Commercial p 34.75% p 38.51% p 69.86%
Industrial p 54.48% p 60.28% p 55.68%

Source: NAPIC

PRESSURE ON OLDER COMMERCIAL redevelopment undertaken by these owners in order to
PROPERTIES maximise their capital value.
l'j _le T_jjcw%g mddgac k_picr ggq qrgjj _u_grgle gldjsv md
supply from a number of skyscraper office towers HOTEL NEWCOMERS REFLECTS
primarily in the Tun RazakExchange. The pipeline supply CONFIDENCE
gl l'j_le T_jjcw®wg mddgac k_pi Tauristagivals top Maaksiahavdnotrbeen outightstong mt cp
15 million square feet up until year 2020. These new but consistent In the past few years. Despite that,
additions would set the new benchmark of prime office entrance of new hotel brands still prevails which spurs
rental which has been averaging between RM6.60 and nmgqgrgtc gqclrgkclr gl Iy e T_jij
RM7.00 per square foot in recent years. Pressure could including renowned international hotel brands. Apart
soon be induced on the overall occupancy rate as well. from that, it is observed that hotel is increasingly playing
the role of asset enhancement as more hotels are being
Retail sector in Klang Valley could be equally challenging incorporated into integrated/mixed developments. Hotel
as well. While the established mega malls with stable operators have also moved into serviced residence which
occupancy, strong footfalls and comprehensive tenants are predominantly found in the luxury high -rise
mix continue to impose their dominance in the market, developments in the heart of KL city centre.
competition will be more easily felt among malls of
smaller scale. This could explain why food and beverages INDUSTRIAL UNDER THE SPOTLIGHT
has increasingly become the differentiation factor for Industrial sector retains its prospects, as proven by the
malls in recent times. The rise of e-commerce has yet to fact that majority of significant deals concluded in 2018
apc_rc qgelgdga_lr gkn_ar g _ a mvolgedindugtriallpreperly orjlapdc Whédpditioralr _ g j
market but some departmental stores are observed to industrial activities such as manufacturing, food and
close down or optimise their space take-up in malls. beverages, logistics and warehousing continue to ne
lj_le T_jjcw%g grpmlefmjb* amlaqgg
Mtcp_jj* 1j_le T_jjcw%qg amkk c domgsticianddoceigrimigstmgnes atghe pamgtime.b ~ w
lack of new opportunities coupled with large incoming Logistics and warehousing activity in particular, is
supply. Nonetheless, the fact that KL will still remain as expected to spearhead the local industrial market
K_j_wqg_%q npgkc “~sqgglcqgq f s  developmentinmewpigtHe encduraging prdfessrofem|
amsjb ucj]j gcptc _q rfc fchbheghemkdcpamp_HdmpKLj_WwggT%pj emWgcl rg
office and retail markets. All said, it has to be distribution hub. Looking ahead, among the key
acknowledged that the pressure will be felt more by older highlights for the upcoming years are the developments
offices and malls, coming from newcomers in the market. of Digital Free Trade Zone and thePulau Indah Free Trade
Therefore, Klang Valley could withess constant Zone as proposed in the recent National Budget 2019.

adaptations in the form of property refurbishment and

CBRE | WTW RESEARCHE| 2019 CBRE | WTW 11 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA
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PROPERTY MARKET OVERVIEW

PENANG
\V

The overall market activity stagnated in 2
a downtrend. It is anticipated to be flat but resilient in 2019 and could bottom out
within the next 2 vyear stermBarticidarlysad residantidk et 1 n

properties, with opportunities for good buy. Under the prevailing subdued market,
launches of smaller single phase developments would reduce in the short-term but
larger integrated mixed developments or townships would carry on.

SOFT IN 2019 BUT EXPECTED TO BOTTOM The property market is anticipated to remain generally
OUT WITHIN 2 YEARS soft and flat in 2019. This is in consideration of the
Transaction activities in Penang had been quite stagnant challenging global and domestic economy, rising cost of
in 2018, reflecting a bottoming property market. living, as well as supply-demand imbalances, particularly

in the high -rise residential sector.
According to NAPIC data, a total of 12,600 properties were

transacted in Penang up to 3Q 2018, representing a Ncl _l e%qg npmncprw k_picr qrgj]j b
marginal increase of 3.5% compared to Jan- Sept 2017, aided further by recovery in the economy. Meanwhile, the

and contractions of 6.9% and 22.5% as compared to the current excess in supply will effectively be absorbed by

corresponding periods in 2016 and 2015 respectively. the market. Benefits of reforms undertaken by the new

Compared with Jan - Sept 2014 (before the downturn), government could also trickle down to the local property

total property transactions in Jan - Sept 2017 was 34.8% market.

less.

The total value of properties transacted in Penang was
approximately RM7.48 billion in Jan - Sept 2018, a slight
reduction of 4.9% as compared to Jan- Sept 2017.
Compared with Jan - Sept 2016, the total value of property
transactions in Jan - Sept 2018 rose by approximately
9.2% but declined by 15.1% and 27.9% compared to Jan
Sept 2015 and Jan Sept 2014 respectively.

Total Volume and Value of Property Transactions (2010 i Jan to Sept 2018)
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Source: NAPIC, CBRE | WTW Research
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PROPERTY MARKET OVERVIEW

PENANG (CONTINUED® )

Jan- Sept 2018

Property Sector VS
Jan- Sept2017

Jan- Sept 2018 Jan- Sept 2018
VS S
Jan- Sept2016 Jan- Sept 2015

Number of Transactions

Residential p +4.4%
Commercial q -8.3%
Industrial q -3.5%

Value of Transactions

Residential p +1.4%
Commercial p +8.9%
Industrial p +57.2%

Source: NAPIC

OPPORTUNITIES FOR GOOD BUYS
Overhang data as of 2Q 2018 by NAPIC reveals that
residential properties formed the bulk of the property
overhang in Penang state. The substantial unsold
pcggbclrg_j qrmai f_q jcb
which is likely to prevail until a significant portion of the
unsold units are cleared. As such, there may be
opportunities for good buys.

LARGER INTEGRATED MIXED
DEVELOPMENTS OR TOWNSHIPS WOULD
PERSIST

Facing the challenging property market, launches of
relatively small single phase projects have tapered off.
Instead, larger integrated mixed developments or
townships have continued with phased launches.

Volume of Unsold Units by Sector (2Q 2018)

Industi2éb

Comme#éial (95 units)

(184 units

Source: NAPIC, CBRE | WTW Research

CBRE | WTW RESEARCH] 2019 CBRE | WTW

Resider®4to
(3,958 units

q -6.8% q -20.26%
q -17.4% q -44.2%

p +1.3% q -40.93%
p +0.2% q -12.35%
p +8.0% q -50.32%
p +6.1% p +25.88%

These larger projects will take 10 years or more to mature,
usually requiring time to establish their brand and

provide infrastructure for better value capitalisation. As
such, the timing of launching would not be as sensitive as
for smadlew depetpptnedts. pi cr qgr s _r g ml

Launches of larger projects shall carry on in the short- to
medium -term. Among the examples are Penang
International Commercial City (PICC) by Hunza Group,
SetiaFontainers by S P Setia, Eco Horizon bfcoWorld,
The Light Waterfont Penang by IJM and SeriTanjung
Pinang Phase 2 by E&@erhad.

Value of Unsold Units by Sector (2Q 2018)

Comme#éial
(RM153.92 mj

Indust®&b
(RM155.49 mi

RM3.32
billion

Residexiflo

(RM3,014.5 m

Source: NAPIC, CBRE | WTW Research
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PROPERTY MARKET OVERVIEW

PENANG (CONTINUED® )

PROJECTS

HunzaGroup held the groundbreaking ceremony of the Penang International Commercial City (PICC33aacre project in the
locality of BayarBaru, Penang IslandDubbed as the KLCC of thé&orth, the project is planned with residential units, office
blocks,a5st ar hotel, a hospital and a shopping mall .Mufh,e ifs r st
be launched in early of 2019.

S P Setia unveiled one of the largest townships in Penang, spanning across approximately 1,675 acres of [Bedam
SeberangPeraiUtara. Known as Seti&ontaines fountains are featured throughout the development with each residential
precinct having its own fountain. The township has an estimated gross development value of RM13.05 billion, to be developed
over 20 years. It is probably the best replica of SefAdam in ShahAlam, Klang Valley, one of S P Seta e r h sudcéssful eco
themed townships. The township is proposed with 16 residential precincts, 270 acres of commercial and retail components, 63
acres of lake and 37 acres of park. The commercial component is planned with the Setia International Waterfront Centre which
will have the Setia Experience Centre, Oriental Club, main clubhouse, conventientre retail and lifestyle streets, auditorium

and hotel. SetiaFontainesCity will comprise serviced apartments, office towers, a medicantre international school, shopping
malls and strata shops. The first phase to be launched will be the gated and guarded Precinct 6 comprisiagdlL2-storey

terraced, cluster, semiletached and detached houses as well as Precinct | andhidpofficesin the City Centre Business Hub.

Anothermajor development launched was thg00-acre mixed development of Eco Horizon by Eco WorldBatu Kawan
SeberangPeraiSelatan. Planned for development over 10 years with a Gross Development Value of RM7 billion, this gated and
guarded development comprises 4 residential precincts, and a commercial precinct.

North Butterworth will have a new waterfront with the long delayed reclamation of tHeél@metresof the coastline set to take off
sincethe Land Reclamation and Resettlement Agreement was first made approximately 20 years ago. The reclamation project
was revived through a supplementary agreement made vRtystorConsortium (Butterworth) Sdn Bhd . TRM2 billion
reclamation along Jalan PantaBersih between the North Butterworth Container Terminal (NBCT) and Jalamku Putra, Teluk

Air Tawar, is scheduledto be completed within 6 yearsVith a total land area of approximately 650 hectares to be reclaimed,
243 hectares would be for Penang Port, 2.5 hectares for the development of-mst and lowmedium cost homes by the

Penang State Government, 90.31 hectares to be surrendered to the State Government and the remaining for mixed
development.

Planning permission has been granted for the redevelopmenfefejakRainforest Resort and Spa dlerejaklsland, off the

eastern coast of Penang islanihto a mixed development comprising a hotel (350 rooms), 3 blocks of serviced apartments (450
units), 5storeyshopoffices(60 units), 2 blocks of condominiums ( 556 units),-dtorey villas ( 44 units), and another block of
serviced apartments (180 units). A theme park has also been planned.

PENANG SENTRAL
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IMPOSITION OF DEVELOPMENT CHARGES
Johor imposed development charges of 10% to 30% since
1st January 2018, after Selangor, Perak, Kedah and
Kelantan. It is applied to changes related to land use,
density or floor area/plot ratio which could lead to the
increase of the land value over time. The maximum rate
of 30% is imposed on development projects within the
International Zones, 25% for areas covered by City
Amsl agjg* /3# dmp _pc_qg
jurisdiction and 10% for District Councils. A Planning
Approval (KM) will only be issued to developer after the
development charges have been paid, if any.

RTS TO PROCEED, HSR SUSPENDED

The new government has deferred the High Speed Rail
(HSR) project to a later date but the Rapid Transit System
(RTS) is to proceed as scheduled.

The deferred HSR was to connect Kuala Lumpur and
Singapore in 90 minutes with six designated stops,
Iskandar Puteri being the last stop before Singapore. The
project was planned to commence in 2018 and targeted
for completion in 2026. However, HSR has since been
postponed because of the high cost and as Malaysia
stabilizes its current financial position.

The Johor Bahru-Singapore Rapid Transit System (RTS)
project will continue as agreed by both countries. RTS wiill
connect Bukit Chagarin Johor Bahru and Woodlands
North station in Singapore. Once completed in 2024, RTS
will enhance the connectivity between the two countries
and reduce congestion on the Causeway significantly.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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ISKANDAR MALAYSIA
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Johor led the approved capital investment by state for the 5™ consecutive year.
Iskandar Malaysia (IM) recorded RM264 billion cumulative investment as at June
2018, of which, with more than half has been realised.

sl bcp

DESARU COAST 6 ALL IN ONE TRAVEL
DESTINATION

Desaru Coast Adventure Waterpark which is the biggest
waterpark in Malaysia, had its soft opening in July 2018.
Desaru Coast spans over 3,900 acres along a pristine 1-7
kilometre beachfront of the South China Sea. It will be
developed into a premium all -in-one travel destination.

Nekvly ompleted anfl updomingl luxugyjhateds in Desaru
Coast are ready to cater to the demand from local and
foreign tourists - Hard Rock Hotel Desaru Coast, Westin
Desaru Coast Resort and AnantaraDesaru Coast Resort. A
wide range of upscale retail, dining and entertainment
outlets, as well as a worldclass golf courses are available
within its central hub. In addition, there is a multi -
purpose venue with exhibition space and a banquet area
with a capacity of up to 1,000 people. The conference
centre can host corporate functions, meetings,
exhibitions and entertainment events.

INVESTMENTS DRIVING DEVELOPMENT
Johor recorded the highest domestic direct investment
(DDI) approved in the manufacturing sector, amounting
to RM16.83 billion, while foreign direct investment (FDI)
approved was RM5.10 billion. In retrospective, Johor also
received the highest investment in the manufacturing
sector in 2017 (DDI and FDI), totaling RM21.93 billion or
34.43% of total investments in Malaysia.

The petroleum products industry was the main
beneficiary which garnered 67% of the total investment
value. This was followed by non-metallic mineral
products and chemical products, of 15% and 10% of
capital investments, respectively.
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PROPERTY SECTOR CONTRIBUTES
HIGHEST TO CUMULATIVE INVESTMENT
Iskandar Malaysia (IM) recorded RM263.95 billion in
cumulative committed investment from 2006 to June
2018. 58% and RM154.14 billion has beenrealised. Local
investors contributed 61% of the total while the balance
39% came from foreign investors. Mixed developments,
residential and industrial properties with total investment
value of RM150.96 billion had the biggest share of 57%.

From 2006 to June 2018, China investors have contributed
RM36.35 billion to the total committed investment in IM,
equivalent to 35% of investment from foreign countries.
Singapore ranked 2d with RM21.98 billion or 21%.

TRANSACTION ACTIVITY GREW WHILE
VALUE REMAINED STABLE

In 1Q-3Q 2018, the total number of transactions in IM
increased by 20% to 16,358 units as compared to 163Q
2017, whereas the value of transactions recorded similar
figure y-0-y of RM8,686 million.

All sectors showed increase in the number of transactions
except agriculture. The commercial sector led
performance, 42% higher than the same period in 2017,
followed by residential sector at 21%. The number of
transactions involving industrial properties and
development land have also rose by 10% and 3%
respectively.

In terms of transaction volume for 1Q -3Q 2018,
residential, commercial and industrial sectors displayed a

stable performance as compared to 1Q3Q 2017.

Residential and commercial sectors increased merely at
3% each while no significant change in industrial -sector.

The total transaction value of development land and

agriculture dropped by 16% and 9% y-0-y respectively.

IM property market was dominated by residential

transactions with 81% market share in terms of volume,
worth RM4,536 million. This is followed by commercial
transactions amounting to RM1,859 million.

The total number of transactions increased to the same

level as in 2016. Residential transactions was the main
contributor (13,182 sales) to total volume.

The commercial sector was the second largest contributor
to the increment of transaction volume. 2 -to 2.5-storey
shops were among the most transacted commercial

properties, representing about 30% of sales, followed by
3-to 3.5-storey shops of about 15%. Most of the

transacted properties were located within the District of
Johor Bahru.

Industrial and development land sales increased 10% and
3% respectively while agriculture did not performed as

well as its corresponding period in 2017, down 15%. The

market is likely to see a continued self-correction in
tandem with the supply and demand condition of the
respective property sectors.

Total Volume and Value of Property Transactions (2010 i Jan to Sept 2018)
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Source: NAPIC, CBRE | WTW Research
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Projected gross domestic product (GDP) growth of 5% - 6% for 2019 to be driven
mainly by the services (tourism) and mining & quarrying sectors. Overall, a moderated
property market is likely with the exception being tourism-related sectors.

ANTICIPATES A MODERATE ECONOMIC MODERATE PROPERTY SECTOR

GROWTH IN 2018 AND 2019 PERFORMANCE

Q_ " _f%g caml mkw pcampbcb _ E B RasedpmiherlH 2018dtatisticshyNABIC, the prdpérty

higher than the national growth rate of 5.9%. This was market in Sabah registered a total of 4,110 transactions

mainly attributed to the services sector (including amounting to RM2.71 billion involving mainly the

tourism -related services) which contributed about 39.9% residential, commercial, industrial, agricultural and

rm Q_ " _f %q EBN* dmjj mucb °~ w Hegdlogniert landisaztore €enegrglywytgahsaction getivity

31.3% and agriculture at 18.7%. Contributions from in Sabah declined in terms of volume although

mining and quarrying is expected to increase in 2019, in transaction value continued to increase.

jglc ugrf emtcplkclr%g cddmpr rm glrclggdw _argtgrgcqg gl

existing oil fields and exploration of new oil fields. For For Kota Kinabalu-Penampang, transaction activity in 1H

the first seven months of 2018, export value of crude 2018 improved from its corresponding period of 1H 2017.

petroleum increased by some 44% yo-y, boosted by The residential sector formed the largest portion of

higher volume and better price. volume transacted at 76% and 51% of total value
transacted. Development land transactions though

During the tabling of its maiden 2019 State Budget in making up only 1.4% of volume transacted, accounted for

November 2018, the new Sabah state government had about 25% of transacted value. The market adopted a wait

npmhcarcb Q_ " _f %g caml mkw r m pnd&ee gdnce gmidstajaidter mdrket@nd £hangeslinkthe

expand by 5%- 6% in year 2019, driven by the growth in political landscape, amongst others.

the services (including tourism) and the mining and
quarrying sectors.

Transaction activities i Sabah

Volume of transactions Value of transactions (RM million)
Period 1H 2017 2H 2017 1H 2018 1H 2017 2H 2017 1H 2018
Transactions 4,501 4,127 4,110 1,977.38 2,525.56 2,712.05
1H 2017 vs 1H 2018 -8.7% +37.2%
2H 2017 vs 1H 2018 -0.4% +7.4%

Source: NAPIC

Transaction activities i Kota Kinabalu-Penampang

Volume of transactions Value of transactions (RM million)

Period 1H 2017 2H 2017 1H 2018 1H 2017 2H 2017 2H 2018
Transactions 1,632 1,827 1,770 955 1,466.6 1,236
1H 2017 vs 1H 2018 + 8.5% +29.4%

2H 2017 vs 2H 2018 -3.1% -15.7%

Source: NAPIC

CBRE | WTW RESEARCH] 2019 CBRE | WTW 17 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA



/\

PROPERTY MARKET OVERVIEW

KOTA KINABALU (CONTINUEDE )

NV

The housing sector in the state capital continues to focus Between January and August 2018, Sabah welcomed
on stratified and high -rise developments given its 2.562 million visitors, up 5.4% y -0-y. Major hotels in Kota
requirements of smaller land areas and flexibility of Kinabalu have registered average occupancy of about
having various unit configurations, amongst others. 74.6% in 1H 2018. Increased competition is expected
Developers are generally geared towards smaller units, especially among the businessclass hotels in light of the
which translates into lower price for better affordability impending completion of several major/branded hotels in
and enhanced marketability. As such, high-rise sub-sector the state capital over the next few years and the
is expected to remain competitive in view of more supply mushrooming of alternative accommodations such as
and participation from developers. Airbnb.
The overall glut for both the retail mall and shop -office To attract more tourists, the Sabah government will step
sectors still persists, especially for newly-completed up promotions and marketing, develop new products and
developments and/or those in secondary locations. improve the quality of existing products and services,
Improvement in occupancy is expected to be gradual at explore tourism destinations especially at the district
the expense of depressed rents. level and attract more investment into the sector.
RM229.89 million has been allocated for tourism
TOURISM THE BRIGHT SPOT development under the Department of Forestry, Sabah
The bright spot in the property market would be tourism - Biodiversity Centre and other departments or agencies.
related sectors. After a decline in arrivals during the 2014
2015 period on the back of incidents involving the The government had also said that it would continue to
Il _rgml _j _gpjglc _1b gcaspgr wenmpbwerGhe existingwegotdhrisop m théd\fast Gaast r f ¢
gr_rc%wq rmspggk gcar mp pc  ms | Histrists vgth eff@rts tb gromote rforal Gurisnd Allocgtiorf
visitor arrivals up by 7.9% and 7.5% respectively whilst would also be provided for environmental care, wildlife
international arrivals (excluding Philippines and protection and heritage parks and marine management.

Indonesia) breached the one million mark in 2017.

!

Borneo Rainforest Lodge situated in the midst of 130 milDamyw=ifeyoCorseimasiwihea on the East Coast of Sabah
Source: WTWS Research
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t he

past seven years

4.7% by 2020. Infrastructure development is high on the list for Sarawak. Mega
projects mooted under the 11t Malaysia Plan for Sarawak such as the Pan-Borneo
Highway, carry on and is on course to be completed by 2021.

NEUTRAL STANCE - WAIT AND SEE

2018 has been an unprecedented and interesting year
with changes in the political landscape and economic

agenda of the nation and state, which would affect the
future direction of the country.

The 14" General Election result marked a change in the
political direction of the state with the formation of
Gabungan Parti Sarawak (GPS), a new state political
coalition comprising four Sarawak -based parties who
broke away from Barisan Nasional (BN) on June 12. The
new state government hopes to place more focus on and
protect the rights of the state and its people, as enshrined
in the Malaysia Agreement 1963 (MA63).

In the November 2018 sitting of the State Legislative
Assembly (DUN) under the new coalition, the State
Budget 2019 was tabled with an allocation of RM11.914
billion, the biggest in the history of Sarawak. It will be a
development-based and rural-focused budget where the
main highlights are a 5% sales tax on petroleum
products, incentive for newborn children, accelerating
rural and agricultural developments, improving intra -
state connectivity, development of industrial estates,
providing affordable housing and a new financial model.
RM?9.073 billion (2018: RM5.745 billion) - combined with
federal allocation of RM0.260 billion -was proposed for
development expenditure and RM2.841 billion (2018:
2.4816 billion) was intended for operating expenditure.

The National Budget 2019 allocated RM4.346 billion for
Sarawak, which is 7.94% of the total development budget
(2018: RM4.336 billion).

Generally, the market remained slow and cautious in
2018 with the property market maintaining a neutral
stance and adopting a wait-and-see attitude. Developers
and buyers are cautious in decision-making, pending
further political and economic developments.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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However, the market is hopeful and positive, encouraged
by greater transparency and clarity. Once the dust has
gcrrjcb* rfc | cu
development activities. Market confidence can be seen
returning with improved consumer sentiments recording
a 20year high exceeding 130 points in 2Q 2018, and
moderating to around 107 points in 3Q 2018.

Commaodity prices rebounded with oil prices climbing

past USD8O0 per barrel in September 2018, from less than
USDG60 as at end of 2017. The Ringgit has also been one of
the better performing currencies amidst intensifying

trade war between the US and China.

K_j_wagg_%q pc_j epmqgq
been revised to 4.7% from 5.5% forecasted earlier (Source

: MIER Report, October 2018). According to the 11
Malaysia Plan (11MP), Sarawak is targeted to reach a 4.7%
GDP growth by 2020. Based on MIDF Research and the
Bcn_prkclr md
rfc qgr_rc%wqg EBN gl
(Source : Borneo Post Online, July 2018).

rfc n_qr

The residential sector continued to lead the market in
terms of volume and value of transactions, albeit at a
slower rate than the previous year. Home-ownership
remains a priority as seen in the initiative by the state
government to provide affordable housing with the likes
of SPECTRA housing, etc.

Also of concern is the growing surplus of commercial
properties in recent years in the form of shop -
offices/shop-houses and retail units. Amidst a soft
market, properties take longer period to sell; occupancy
and rental rates of these properties are affected; and units
are being disposed at much lower prices.

Some development changes in Kuching include the
shelving of the proposed LRT line from Kuching to Serian
as announced by the state government and the opening of
Borneo Samariang Water Park, the first water theme park
in Kuching.

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA
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Infrastructure development is high on the list for Sarawak
with many projects underway by second half of 2018. The
Pan-Borneo Highway is expected to be completed as
scheduled by 2021. The Sarawak Coastal Road project was
also tendered out during the year and expected to start by

mid -2019.
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The longer term outlook of the property market in

Sarawak remains promising.

Infrastructure Projects in Sarawak

Name of Project

ROAD

Manjawah-BelagaRoad
(Upgrade)

Mile 10-15, KuchingSerian
Road (Upgrade)

JalanUlu SikatSebakong
BRIDGE

Batang SamarahanBridge

Batang TatauBridge
Long Lama Bridge
Marudi Bridge
ROAD/BRIDGE

Matang BatuKawa new link
road and bridge

KampungKupangBajau
road/bridge

UNDERPASS

Datuk Abang Haji Kipali
underpass

CBRE | WTW RESEARCH] 2019 CBRE | WTW 20

Connectivity

Menjawahto Belaga

Mile 10 to 15, KuchingSerian

Ulu Sikatto Sebakong

KampungBaruin Samarahanto
KampungTambeyin Simunjan

TatauRiver Crossing
Baram River Crossing

Baram River Crossing

EmartMatang to Stapok

KampungKupangto Bajau road
junction

Datuk Abg Haji Kipali roundabout,
PetraJaya

Est Project Cost
(RM)

86 million

84.5 million

75.4 million

93.8 million

NA
67 million

90 million

220 million

180 million

67 million

PERIOD OF CHANGE, ADJUSTMENT AND
CONSOLIDATION

It would be fair to say 2018 is a year on hold; reviewing the
old and observing the new, pending the playout of new
policies and the recent National and State Budgets.

Status Remarks
(as at Oct 2018)

Started in 1Q 2018

Completed in July2018

55% completed as at Mid 2018

Completed in mid 2018

37% completed
87% completed

Due to start 1Q 2019

Completed and officiated inApril
2018

To start in 2018

Completed in mid 2018

_ Born&amariaNigter Park

s Source: WTWY Research
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RESIDENTIAL SECTOR

KLANG VALLEY
\V

Location, price and accessibility play crucial roles in the success of residential
developments. Direct access to the public transport will pull buyers and also add
value to the property. Changes in the demographics and lifestyle of residents in the
Klang Valley have driven demand for condominium living. Foreign buyers have further
boosted growth. Nevertheless, meeting the price range that is affordable by the
majority of households remains the challenge.

SLUGGISH MARKET FOR RESIDENTIAL
Slower momentum was recorded for transaction activity
during second quarter of 2018. 10,100 residential
properties worth of RM6.7 billion were transacted, a
decline of 6% in volume and 5% in value as compared to
the previous year.

2-storey terraced houses and condominiums continued to
dominate transaction activity with 3,800 and 2,900
transactions, worth RM2.4 billion and RM1.4 billion
respectively.

Supply activity remained on the uptrend, increasing by
6% to 1.56 million in 2Q 2018 as compared to 2Q 2017.
But since 2017, more new nonlanded residential projects
are entering the market. Up until 2Q 2018, non-anded
residential now constitutes 44% share and is anticipated
to increase to 47% in the next four years.

Overhang of residential unit rose by 53% to 10,300 units
in 2Q 2018 (1Q 2018: 6,700 units). Properties priced more
than RM500,000, particularly non -landed recorded the
most overhang in the Klang Valley. The likely reason is
due to its location as those with better purchasing power
can acquire properties in areas closer to KL city centre.
This indirectly benchmarks the prices of similar product
for these locations.

INFRASTRUCTURE AND PUBLIC
TRANSPORTATION AS CATALYSTS
Infrastructure improvements are a catalysts for landed
residential property, evidenced by the significant growth
in supply was observed in the northern and southern
areas ofKlang Valley.

Areas with the most launches in recent period were
Semenyih and KotaKemuning where new major
townships are located, namely Bandar Rimbayu, Eco
Sanctuary, Tropicana Aman and Setia Eco Hills.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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Active transactions of small vacant plots were observable
within the districts of Gombak, Kuala Langat, Sepang,
Hulu Selangor and Klang. Notable large land transactions
took place in Shah Alam, KL city centre, Klang and
Cyberjaya.

As of 2018, estimated prices of significant new launches
for landed and non -landed residential are recorded as
follows:

Type of Development Min Price Max Price
ServicedResidence! RM450,000  RM1.1 mil
Condominium
2-storey Terraced RM505,000 RMZ1.7 mil
2-storeySemiDetached RM1.6 mil RM3 mil

Source: CBRE | WTW Research

FINE-TUNING THE INCENTIVES

Referring to National Budget 2019, the government
exhibited commitments in promoting home -ownership
and financial assistance for first -time homebuyers
Introductions of financing alternatives, tax and stamp
duty exemptions, and house price reduction are the
proposed items in the budget.

Developers and the government are adopting proactive
measures to stimulate residential purchases. REHDA on
behalf of several developers have agreed to provide a
further 10% discount on overhang units to encourage
purchases by first-time buyers.

As reported by Bank Negara Malaysia, total loans
approved for residential purchase reduced to RM25.4
billion in 2Q 2018 from RM26.2 billion in 2Q 2017.

All said, the context of affordability has to be viewed as a
structural issue wherein the most prevalent challenge is
to bring house prices down, rather than pumping -in more
money into the market via easier credit terms.
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GOLDEN TRIANGLE AND MONT KIARA

LED EXPANDING

As at 3Q 2018, there were an estimated 48,859 units (225
projects) of high -rise luxury residences in KL.
Approximately 2,662 more units (or 5 projects) are
expected to complete by end of 2018 of which 49% will
be located in Mont Kiara/Sri Hartamas (MK/SH).

New launches have moderated as compared to the
previous year, partly attributed to the freeze on luxury
projects which was implemented since late-2017.

8 projects (or 2,908 units) were launched and 55% of
these launched units are located in Golden Triangle (GT).

By 2020, 43 projects are expected to be completed of
which 35% of the total units are located in GT, followed
by MK/SH with 30%. In terms of price, 50% of the total
incoming supply in KL range between RM1,001 to
RM1,500 per square foot.

The average transacted price in all 6 main areas of KL
dropped marginally with majority of the units sold having
built -up areas between 801 and 1,500 square feet. Lower
transaction volume y-o-y was also recorded.

The average occupancy rate in KL remained stable at
about 66% despite new completions in the Secondary
(CKL-S) area and Bangsar. This was still relatively lower as
compared to the high in 2012 to 2014 period.

Average sales revolved around 73%, a marginal

improvement from the previous year amidst fewer
launches in 2018.

CBRE | WTW RESEARCH] 2019 CBRE | WTW
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Cumulative Supply of Residential in KV
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Selected Expected Completions of High-Rise Residential in

Development Location No. of Units
The Manor Golden Triangle 498
Pavilion Suites Golden Triangle 383

Star Residences Tower 1
Star Residences Tower 2  Golden Triangle
AscottStar

557, 482,
471

Aria Luxury Residence KL Golden Triangle 598

Novum Bangsar Bangsar South 729

Source: CBRE | WTW Research

Cumulative Supply of Luxury High-Rise Residential in KL
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SCARCITY-DRIVEN HIGH -END MARKET The market for luxury projects is heavily skewed to

To leverage on high land prices within GT, there have foreigners. However, measures to curb foreign ownership

been more mixed development projects. Since the as tabled in National Budget 2019-i.e. RPGT rate for
completion of St Regis Residences in 2015, the supply of foreigners revised from 5% to 10% after 5" year of

luxury units has tripled to 1,556 units as at 2Q 2018. property purchase and higher stamp duty on transfer of
Approximately 3,469 luxury residences are expected to property rom3%to4% -k _w b _kncl dmpcgel
complete between 2019 and 2021. These branded and appetites. Additionally, the government intends to review
non-branded luxury residences selling from RM2,000 per the quota of foreign ownership.

square foot onwards.
OUTLOOK AND CHALLENGES

Both branded and non-branded luxury residences are able Rising maintenance costs, a poor community -living

to enjoy premium price in the present market. The former culture, security issues with short-term tenancy, relatively

is underpinned by the exclusive lifestyle served through lower value appreciation as compared to landed

top-notch facilities and services from prestigious hotel properties are putting a damper on the stratified

brands. The latter is supported by unique selling points residential market.

and marketing strategies, brand loyalty, more focus on

overseas market, and better privacy. Many old condominiums sitting on expensive lands in
established localities are ripe for redevelopment.

The influx of luxury high -rise residences in GT is also However, no provisions exist for redevelopment without

spurred by the development of MRT. the full consent of the parcel owners, raising the need to

review and amend the Strata Act.

Moving into 2019, the hotspots and areas of heightened
activities may be Bukit Jalil, Sepangand Nilai .

Source: CBRE | WTW Research
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Overhang - apartments/condominiums in particular 1 prevails in the market. As such,
developers are expected to be more proactive in order to secure sales which gives
bargaining power to purchasers. Combined with the introduction of alternative
financing and series of incentives for first-time homebuyers, the overhang situation
shall ease off over time with price correction anticipated. On the other hand, prices of
landed residential units is expected to remain firm and resilient.

OVERHANG MAY EASE IN SHORT TERM
Property overhang units reported as at 2Q 2018 by NAPIC
revealed that these are mainly apartments /
condominiums amounting to over 2,200 units worth

nearly RM1.6 billion. This is due to the abundant
apartment and condominium units launched,

constructed and completed within the past 3 to 5 years
coupled with the high rejection rate of end financing,
unreleased bumiputra units and low demand for units in
secondary locations.

The property overhang is likely to ease over 2 to 3 years
with developers offering special packages and postponing
launches, all of which would allow demand to catch up
with supply.

The medium - to long-term outlook remains positive given
that various policies and efforts are being undertaken by
the government.

BARGAINING POWER WITH PURCHASERS
In terms of unsold residential units, 34% or 1,300 of the
overhang units are in the RM500,001 to RM1,000,000 per
unit price range. On the other hand, units priced at
RM1,000,000 and more form the bulk (58%) of the total
overhang valued at approximately RM1.745 billion.

Apartment / condominium projects particularly are
experiencing increased sales pressure amidst an
oversupply situation. Under the challenging market,
developers have resorted to offering incentives such as
rebates on selling prices, zero or low down payment, easy
instalment payment up to 24 months, deferred payment
of (say) 30% of the selling price over 5 years at 0%
glrcpcqgr* dpcc jce_j dccq
complimentary interior design package, kitchen and
electrical appliance vouchers, as well as referral and
reward schemes.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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PRICE CORRECTION FORTHCOMING?

Within the past two years, the secondary sale market was
flat. The prices of residential units were generally
sustained by the strong holding power of Penang property
owners.

Fmuctcp* qgqcjcargtc
_ddmpb_"jcupu
which have abundant supply, which in turn, could reflect
a significant mismatch with demand.

EYES ON ALTERNATIVE END-FINANCING
Obtaining end -financing remains a challenge due to strict
lending guidelines, lower margin of financing offered and
adverse credit history.

National Budget 2019 has suggested private sector
crowdfunding as an alternative source of financing which
may be more accessible for first time buyers. The
Securities Commission is tasked with formulating the
property crowdfunding or peer -to-peer financing
framework, to enable wider public participation while
g_dces_pbgle glrcepgrw _1I|Db
the efficacy of this new concept is unproven.

FIRST-TIME HOME BUYERS FROM LOW
INCOME GROUP TO BENEFIT

First-time home buyers and the low income group are
among the main beneficiaries of Budget 2019. First-time
home buyers of units under RM500,000 will be exempted
from stamp duty on sale and loan agreements for the first
RM300,000 until December 2020.

Bank Negara Malaysia is setting up a RM1 billion fund to

their first home priced below RM150,000 with a lower
financing rate 0.5% per annum.

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA
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Volume of Unsold Units by Type (2Q 2018)

Terraldd %
(409 units)

Condomini
Detasth
9%
(365 uni
Townhouse
Lowost% (Czlfgfﬁts
(278 units) ‘

Source: NAPIC, CBRE | WTW Research

Volume of Unsold Units by Price Range (2Q 2018)

More than RM1,( Less than 10

19%748 units)

RM500,00
RM1,000,0
34%
(1337 units

15%

3,958 ‘
units

19%755 units)

Source: NAPIC, CBRE | WTW Research

MORE AFFORDABLE UNITS AVAILABLE
More affordable units will be completed in Penang in the
short-term. Developers are required by the state
government to build affordable units in their new
projects, in addition to the existing requirement for low -
medium -cost units. There are also incentives for those
who intend to develop solely affordable units for sale.

Certain developers have also shifted their focus to

affordable units due to the property market downturn and
unfavourable overhang.

CBRE | WTW RESEARCH] 2019 CBRE | WTW
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Value of Unsold Units by Type (2Q 2018)

Terra®8 _
(RM240.59 mil Semi

. Detaath
RM3.02
Lowost% billion
(RM19 mill

13%
Source: NAPIC, CBRE | WTW Research

(RM407.
million)
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(RM715.84

ownhouse + C
2%
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Value of Unsold Units by Price Range (2Q 2018)

RM100,66M300,00
4%RM114.28 mil

Less than RM100,000

RM300,0C
RM500,00t
10%
(RM302.3¢
million)

billion

(RM1,745.
million)
RM500,66aM1,000,0t
27%RM822.99 millic

Source: NAPICWOBRRé¢search

LANDED RESIDENTIAL STANDING FIRM
Prices of landed residential units were generally firm in
2018 and is expected to remain resilient in near future,
being the preferred accommodation for Penangites as
well as the relatively limited supply compared to high -rise
units, particularly in Penang Island.

MASTER PLANNED DEVELOPMENTS SET
NEW BENCHMARK

Better quality residences are being launched in the
market. Developers having sizeable parcels of land are
offering lifestyle value -added products that are sought by
residents. Such developments which have been unveiled
to the market are Eco Horizon, SetiaFontaines and PICC.

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA
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The primary residential market in IM was dominated by affordable terraced houses.

Limited new launches for high-rise units.

The total number and value of transactions in Johor was
recorded at 20,342 units as at 3Q 2018, worth RM6,405
million, increased by 11% and 5% respectively (y-0-y). In
Iskandar Malaysia (IM), 13,182 units were transacted in
1Q-3Q 2018 worth RM4,536 million, increased by 21%
and 3% respectively compared to 1Q3Q2017.

TERRACED HOUSE DOMINATES THE
MARKET

The market is more focused on smaller-size landed
houses, especially for new developments in the past one
year.

The primary residential market was mainly led by landed
houses with prices ranging from RM500,000 to
RM700,000. There were also new launches of landed
houses in Senaiand Kulai localities priced below
RM500,000.

CBRE | WTW RESEARCH] 2019 CBRE | WTW

There was only one new highrise project launched in

2018, viz. the new phase of Princess Cove named as Seine
Region. This will contribute an additional 3,700 units by
2021 to the recently completed 3,000 units in the same
development.

EXISTING STOCK LED BY TERRACED
HOUSE, INCOMING SUPPLY MAINLY
CONTRIBUTED BY HIGH -RISE UNITS

The cumulative stock of residential units in IM is
estimated at 427,864 units by end of 2018- 74% are
landed houses and 26% are highrise units. There were
additional 17,000 landed houses and 45,000 high-rise
units completed in 2018.

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA



/\

RESIDENTIAL SECTOR

ISKANDAR MALAYSIA (CONTINUEDE )

NEWCOMERS IN IM RESIDENTIAL MARKET
Some of the newly completed landed residential projects
are:

NV

The upcoming residential market will remain focused on
middle - to lower-income groups who are currently
residing along the eastern and northern corridors of IM.

Some of the developments in the eastern corridor include

LEElly T i i MO @ AL Meridin East byMah Sing, Eco Tropics by Eco World,
Tebrau ﬁ Ekoflora_ 1,200 Tanjung Puter.l Resort by Keck SengScientex Pasir
Glenmarie Gudang by Scientex and several smaller scale
Masai A Meridin East 580 developments in the northern part of IM.
Skudai A Bukit Indah 335 The high-rise residential market remains soft and
A Impian Emas ) ) i
challenging especially for the primary market. It was
Pontian A TmnPontian Perdana 325 observed that there were limited new launches for the

Source: CBRE | WTW Research past two years and this situation is likely to prevail in near
future. The market will continue to offer reasonably

Some of the newly completed high-rise projects are - priced houses with good connectivity.

Locality Projects Name No. of Units SL_JppIy of Landed Residential in IM -
Johor A Setia Sky 88 © =
Bahru cit A R&F Princess Cove 3,015 g 350,000
Y A wave @ Marina Cove <
> 300,000
A Molek Regency a
o)
Tebrau A KSL Residence @ 2,115 a 250,000
Daya o 200,000
. . =
Perling A 'é@w[natéﬁgga Residence ., & 150,000
=}
£ 100,000
Pontian A TmnPontian Perdana 325 =
O 50,000

Source: CBRE | WTW Research
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2014 2015 2016 2017 2018

Iskandar Malaysia (IM) is expecting an additional 16,000
and 14,000 residential units by end of 2019 and 2020
respectively, with about 80% to be contributed by
condominium and serviced residence. The incoming

mmmm Cumulative SafspiAnnual Supply

Note: Data for the full year of 2018 is based on estimation

. . . Source: NAPIC, CBRE | WTW Research
supply is mainly located at Johor Bahru city centre,

Iskandar Puteri and Tebrau area. . . . o
Supply of High-Rise Residential in IM
w

SUB-SALE MARKET: STABLE PRICE o 120,000 50,0063_
MOVEMENT BUT LESSER TRANSACTIONS é S
: >. 100,000 40.006
In the secondary market, less transactions took place as = YR
compared with the corresponding period of 2017. g 80,000 Q
A@PC z URU% I w I bga_ r & r rfc r | I3O’OO@-
‘ 9 _l_jwggqg glbga_rca gpdng P_ %)
volume experienced 20% and 50% drop for landed houses 2 20 OO@
and high-rise units respectively. However, an average sub c_:rs 40,000 c
sale prices for landed and high-rise houses were generally g 20.000 10,00&
steady at approximately RM335 per square foot for (@) '
0

terraced, RM450 per square foot for semidetached and 0
RM380 per square foot for high-rise.

2014 2015 2016 2017 2018

mmmm Cumulative Su@phyAnnual Supply

Note: Data for the full year of 2018 is based on estimation
Source: NAPIC, CBRE | WTW Research

CBRE | WTW RESEARCHE| 2019 CBRE | WTW 28 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA



/\

RESIDENTIAL SECTOR

KOTA KINABALU
\V

Overall, a relatively flattish landed residential sector with lack of new launches as
developers are geared towards high-density residential.

LACK OF SIGNIFICANT NEW LANDED
RESIDENTIAL LAUNCHES

A rather lacklustre landed residential market in the
absence of major new launches within Kota Kinabalu area
because developers are mostly focused on higher density
residential developments, as in previous years. The only
significant housing project launched in November 2018
was TamanJayamasl18 Phase 1 inPapartownship -
about 39-kilometre south -west of KotaKinabalu city
centre. The 45unit double -storey terraced house forming
part of a four-phased, 209unit development is going for
RM505,880 onwards. However, nearer to KoteKinabalu
urban area, WMG Holdings Berhad (previously Wah Mie
Group) would be initiating its 115 -unit double -storey
terraced house project in 2019. The development is sited
within its existing 380 -acre Taman Bukit Sepangaroff
Jalan Sepanggar

In terms of new completions, 2018 saw the addition of a
small housing development - Vistana Heights comprising
25 units of 2- to 3-storey semi-detached houses and 8 of
double-storey detached houses off Jalan Fung Ye Ting.

Supply of Landed Residential in Kota Kinabalu-Penampang
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SLIGHTLY MORE ACTIVE SUB-SALES

Based on the 1H2018 Property Market Report by JPPH,
sub-sale market activities for landed housing (terraced,
semi-detached, detached , cluster and townhouse)
between 1H 2017 and 1H 2018 registered a total
transaction value of RM315.54 million, a 7.0% growth y-o-
y, whereas transaction volume increased marginally by
1.7% for the same period. Consistent with previous years,
double-storey terraced houses were the highest
transacted, about 45% of total volume transacted and
contributing about 39% of transaction value in 1H 2018.

Sabah Terraced House Price Index for Kota Kinabalu
Penampang increased from 167.75 to 172.55 between 1H
2017 and 1H 2018 (Source: Malaysia House Price Index 2Q
2018 by JPPH).

With limited choices of new landed housing within prime
or established locations, residential developments within
centres of activities and good accessibility should
preserve their values.
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Source: WTWS Research
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COMPETITIVE HIGH -RISE SECTOR

There were four new condominium launches totaling to
1,404 units as at November 2018. One of those is the
much talked about Coral Bay - an exclusive 460unit
seafront condominium within  SuteraHarbour Resort near
the city centre. Starting price for the residences is over
RM2 million and averages at about RM1,350 per square
foot.

The other three condominiums which comprise some
two-thirds of total units launched are mainly mid -market
developments. Except for the 216 units in K Avenue, the
other two developments, i.e. Kingfisher Putatan (Blocks
B, C & D) and BukitBantayan (Block D) are subsequent
phases of previously launched developments.

Other significant high -rise developments opened for
registration included the 56 -storey JesseltonTwin Towers
(819 units) in Damai which is expected to be launched in
2Q 2019. The other would be the 28storey Forest Hill
condominium located off Jalan Bundusan in the vicinity
of Reservoir Garden Phase 1. The first of three towers
comprising 132 units opened for registration of interest.

S
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ply of High-Rise Residential in Kota Kinabalu-Penampang

2014 2015

Serviced residences/hotel suites which form part of mixed
developments were also initiated. These include The Aru
(127 units), The Crown Serviced Suites (323 units) and Bay
Suites (510 units). Two blocks (414 units) within the newly
launched K Avenue also offered commercial suites.

Q_" _f%g epmugle rmspgqk
of Airbnb have also seen some condominium owners
converting their units for short -term lodging/rental.

In the condominium sub -sale market, WTWS analysis of
transactions data obtained from JPPH showed that total
value of transactions for condominiums increased by
some 9.3% yo-y for the first half of 2018, volume of
transactions changed minimally.

Overall, well-ocated and well-managed condominiums

with good design and panoramic view should preserve

their capital values and market interest. However, the
market is expected to remain competitive in view of more
new supply and participation from developers.
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Source: WTWS Research
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Launches of landed housing continued to drop as opposed to the number of
apartment units. Nevertheless, demand for landed housing remains evident.
Launches for high-rise residential units were almost have for 2018 in view of the
current large incoming supply and signs of slower sales and lower rentals.

LIMITED LAUNCHES

The landed residential market has seen very few new
launches with Kuching city itself experiencing a dearth in
the prime housing areas. Most launches in 2018 are in the
outer-lying secondary prime areas, which include Taman
Berlian Stabil along Jalan Datuk Mohammad Musa
offering 232 units of single -storey low cost plus units and
Taman Sejijak Indah off Jalan Matang-Batu Kawa with 77
units of terraced houses.

Riding on their past success with the Tabuan Jaya
township and more recently, Tabuan Tranquility, IBRACo
kick -started the much-anticipated Northbank project
along the Kuching -Samarahan Expressway, with its phase
1 of Nova 72, which saw brisk sales.

Given the handful of new landed residential units,
especially in prime locations, values of landed properties
continue to appreciate between 5% and 10% annually.
Rentals on the other hand, continue to stagnate.

Due to the lack of new landed housing in the market,
buyers have sought other alternatives in the likes of high-
rise apartments and second-hand landed units. However,
the eagerness to capture this segment has resulted in a
prolific increase in the supply of strata -titled residential
units which may lead to a supply glut, with dropping
occupancy, take-up and rental rates.

PENT-UP DEMAND

The pent-up demand for housing during these few years
of uncertainty, may not amplified once the market
recovers.

INCREASING SUPPLY, SLOWER SALES,
LESS LAUNCHES

The high-rise residential sector saw about 50% drop in
launches for 2018 y-0-y compared to more than 3,000
units launched in 2017. Developers are aware of the
impending overhang situation in the market which would
almost triple the existing supply upon completions of
projects in the pipeline. The apparent excess in the
supply of apartments have resulted in a drop in
occupancy, takeup and rental rates.

This large supply of new apartment units in the market
has led to slower sales especially for higher density
projects. The stiff competition amongst such readily
available units in Kuching has impeded any further
increase in sale prices, which have been hovering around
RM500 per square foot for units in primary locations and
RM400 per square foot for those in secondary locations,
depending on the size and specifications. A standard unit
sizes are now reduced slightly to around 1,000 square feet
and most of these units come with better packages and
more perks such as built-in cupboards, curtains, water
heater, air-conditioners etc.

a i
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Echelon @ Airport Link Road
Source: WTWY Research

Sapphire on theJataRaitfintang
Source: WTWY Research
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Asking rentals for apartment units have also decreased High -rise apartments completed in 2018 include b %@c j j ¢

and are highly negotiable. The net yields are only around at Jalan Datuk Stephen Yong link (67 units), Rex @ BDC

3%. (95 units), Block D of Sky Villa @ MJC (128 units) and
Sapphire on the Park, M/sL _ g kil&gship high -rise

High rise residential units are mostly developed as part of condominium project at JalanBatu Lintang with 206

a mixed development, in order to achieve the desired units.

bclgqggrw _q npcgapg c¢cb gl Q_p_d&_i%g bctcjmnkclr j_1b ™

policies which limit pure high -rise residential _gupply of Landed Residential in Kuching c

developments to only 30 units per acre-revised from 24 o 12,000 100,0()@

units in 2017. This may result in redundant commercial £ o

o . : ) > 10,000 80,0002

units in order to fulfil planning requirements, as already S ’ <

observed in some recently completed developments. c/g)- 8,000 60,000?;
¢ 6,000 A

For 2018,Batu Kawa area recorded the highest number of = 40,0003

launches at 846 units, followed by the Kuching city area E’ 4,000 g

with 536 units. Of these, the biggest contributors were 8 2,000 20,000

The Podium (395 units) developed by M/s Chen Ling and 0 0

Mackenzie Avenue (256 units) developed by M/s Lee Onn.
Units launched range between 800 square feet and 1,500
square feet.

EEN Detachduimm Semi-Dmmm Terraced®— Annual Suppl

Note: Data for the full year of 2018 is based on estimation from NAPIC data
Source: NAPIC, WTWY Research

REX @ BDC
Source: WTWY Researc
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NORTHERN REGION

ALOR SETAR: LANDED BETTER VALUE FOR
MONEY

Transaction activity and take-up rate of landed residential
property picked up in 2018 and is expected to persist into
2019 considering modest incoming supply. Single storey
terraced houses ranging from RM140,000 to RM200,000
were the most sought after in 2018. Pricing played a
significant role in the Alor Setar market. For high -rise
residential, the market is facing weak demand. Landed
residential remains the preferred option due to its better
value for money.

IPOH: EQUALLY ATTRACTIVE FOR
INVESTMENT

The demand for landed residential in Ipoh is still
principally backed by local buyers in a stable market. In
fact, there is a slight sense of optimism in the market in
2019 on the back of the certainty that landed residential
has provided over the years. Greater price shifts would be
observable if more investors could be attracted to drive
demand. Properties ranging between RM300,000 and
RM400,000 were in demand.

Turning to the high -rise residential market, the take -up
rate is expected to slow down in 2019 with the incoming
supply moderating amidst absorption mode. Demand is
made up of locals and investors looking to gain from
hospitality purpose. Therefore, properties in prime
locations with good access and convenience should draw
market interest. There has been increasing transactions
of condominiums/apartments valued between RM300,000
and RM400,000. The present situation whereby locals are
still opting for landed residential while investors are the
ones absorbing the high-rise residential units is not
expected to change in 2019.

OVERALL

Landed residential is the market focus in the Northern
Region, especially among locals. Landed residential in
Alor Setar seems to be more preferred than highrise
pcggbcl r g_ jrise résidentfaliscpbld tgattrhct
the buying interest from locals and investors, with
stronger investment potential for hospitality usage.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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SOUTHERN REGION

SEREMBAN: FOCUS IS ON NEW AREAS

The landed residential market was cautious; buyers were
holding back purchases, and preferring to purchase from
the secondary market. The take up rate for Seremban and
Seremban 2 newly completed projects slowed down while
transactions involving secondary properties less than
RM300,000 increased. Hotspots such as Nilai and
Seremban 2 attract buyers from the Klang Valley, which
compensate for the demand lag from locals.

Market acceptance of high-rise residential is encouraging
as indicated by the upcoming high -rise developments in
Senawang Seremban 2, Seremban 3 and Nilai. Nilai in
particular has come under the spotlight, advantaged by
the establishment of educational institutions and the
opening of AEON Nilai. The demand arises from Klang
Valley buyers and investors aiming for rental returns.

Transactions of high -rise residential units ranging from
RM170,000 to RM250,000 was active, rental prospects is
the key market driver.

MELAKA: SELECTIVE DEMAND AND
OPPORTUNITIES

Transaction activity and prices for landed residential is
expected to remain stable with single storey terraced
houses being the most active. Owners of existing units
expect annual appreciation of 5% to 10%. Overall, single
storey terraced houses priced between RM120,000 and
RM220,000 will top demand.

New launches of high-rise residential in 2018 has created
competition which may take some time to settle down.
Prices are likely to experience little to no change. The
high -rise residential market in Melaka is investment
driven whereby investors could expect a rental yield of 5%
to 6%. Transactions in the market point towards units
priced at RM250,000 and below.

In general, locational factors play a significant role. In the
landed residential sector, occupiers favour proximity to
workplace and schools. On the other hand, in the high -
rise residential sector, preference is to be closer to town
centre to tap into the rental prospects brought about by
Kcj i _%g rmspggk gl bsqgrpw,
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BATU PAHAT: IT IS ALL ABOUT LANDED

No new sizeable launches entered the market in 2018.
Rental yield has also not been very attractive at 2% to
2.5%. Terraced priced around RM300,000 is still
acceptable in the market. The younger generation is
opting for landed residential units in the outskirts of Batu
Pahattown particularly Taman PuteraIndah and Taman
Evergreen Heights, which are more affordable.

High -rise residential is still relatively expensive in Batu
Pahat, and current supply is limited. Hillview Loft
Condominium is the only condominium found in  Batu
Pahat. No price growth was recorded as only a handful of
units were transacted at average RM350 per square foot.

Suspension of the High Speed Rail has impacted some
optimism in the residential market in Seremban and Batu
Pahat. Melaka still offers positivity as pockets of demand
are still observable. The high-rise residential sector has
and would remain the second preference among locals.
The demand driver in this sector would be investors in the
case of Nilai and Melaka. Competition is stiffer in Melaka
while the market in Nilai is more robust as an established
education hub and the spill -over effects of active
developments.

EAST COAST

KOTA BHARU: CAUTIOUS OPTIMISM FOR
HIGH -RISE

Demand for landed residential in Kota Bharu remains
astute. Despite that, price adjustment was observable in
2018 whereby developers and sellers are more willing to
offer rebates. 2019 may witness demand going to popular
areas like BandarBaru Kubang Kerian, Paniji locality, and
Bandar Baru GuaMusang due to their proximity to
amenities and facilities; Sering and Wakaf Delima which
provide freehold double storeyterraced.

Vacant plots continued to be the highest transacted,
especially those valued at RM50,000 to RM100,000 since
locals have the tendency to build their own residence
than buying from the market.

At present, high-rise residential is still a new sector in
Kota Bharu but acceptance has been improving as
exhibited through the significant rise in transaction
volume in 2018. However, this has yet to translate into
higher prices or take-up for new units. The underlying
reason could be the current low occupancies and rentals.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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The current demand skews towards condominiums
priced from RM300,000 to RM500,000, general demand
for high -rise residential shall persist on moderate growth
in the near future.

KUALA TERENGGANU: SLOW AND STEADY
Transaction activity was moderate in 2018. 2storey semi-
detached units priced between RM400,000 to RM500,000
changed hands the most in 2018. Generally, landed
residential with the price tag of RM400,000 and below are
still well -received . The emergence of Kuald\erus should
be the focus area of new supply in the near future.

I s_j _ Rcpcl eiserdsideftiql sectgrés fuiet
but balanced. Any spike in demand is likely to be location
or development-specific. Condominiums worth around
RM400,000 and RM500,000 had the highest transactions
in 2018. Most of the present developments are situated in
strategic and established locations.

KUANTAN: LACK OF BUYING SENTIMENT
Il's_|Ir_1%qg j_Ibcb pcqggbclrg
better conditions in 2019 after a year of absorption in
2018. In 2018, price adjusted downwards as developers
were more focused on clearing existing stock amidst the
softening take-up and transaction activity.

However, certain areas are still active with developments,
suchasTanjungJd s knsp%q NP/ W?
Berhad with 1,125 units as well as Bukit Setongkol. As for
the secondary market, double storey terraced priced at

RM380,000 to RM430,000 is thefavourite for local buyers.

The high-rise residential market for Kuantan is quiet with
no major shift in supply foreseeable in 2019. On the
demand side, there has been a constant stream of tenants
which, in turn helped to sustain the rental rate.

OVERALL

In 2019, landed residential markets on the East Coast
look steady with no significant variation expected.
Kuantan could see better market conditions while Kota
Bharu and Kuala Terengganu are likely to stay
unchanged. Locals still dominate demand, price and
location will remain the important considerations.

High -rise residential markets in this part of Malaysia are
secondary with limited supply in the pipeline, most units
are acquired for investment purposes

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA
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RESIDENTIAL SECTOR

REGIONAL MARKETS (CONTINUED® )

NV

SABAH

LAHAD DATU: MAJOR RECOVERY NEEDED
The residential market in Lahad Datu has been sluggish
with no signs of recovery in 2019. There has been
oversupply of residential properties across the board with
affordability a major issue. Demand would be restricted to
existing home-owners seeking to upgrade.

TAWAU: HOPE OF BOTTOMING OUT

There is some optimism that R _ u _ larfdeyl residential
market could recover in 2H 2019. The market has been
down for 2018 but is expected to bottom out. The demand
for landed residential properties is price sensitive since it
is dominated by the middle income group.

LABUAN: INACTIVE MARKET

The landed residential market in Labuan is quiet but
stable. Property values were unchanged amidst less
transactions.

SANDAKAN: A HANDFUL OF SUPPLY

Activity in the landed residential market was limited in
2018 with only a handful of projects entering the market.

In the high -rise residential market, only three new

projects were launched namely Astana Heights Phase 5C
(also known as Kingfisher Sandakan), Taman Suria Phase
2 and Villa Permai Jaya Phase 6. A notable completion in
Sandakan was The Utama Park Residence in Bandar
Utama in August 2018.

KENINGAU: MINIMAL MOVEMENT

Single storey terraced houses at prices between
RM225,000 and RM270,000 were the most popular based
on transaction data in 2018. The completion of Bandar
Baru Keningau could spur some market activity.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW

SARAWAK

MIRI: COULD BE PRICE-SENSITIVE

The landed residential market in Miri is anticipated to
improve from the downtrend for the past few years. Stable
transaction activity and price in 2018 maintained a
positive market. Single storey terrace priced below
RM300,000 topped demand with short-term rental
returns and long -term capital appreciation being
important purchase considerations.

High -rise residential in Miri remains slow for 2019, with
most transactions taking place at RM650,000 and below,
reflecting the narrow market demand by higher income
earners and investors.

BINTULU: DEMAND BOOSTER FROM
POPULATION INCREASE

Demand for landed residential in Bintulu remains stable
as prices of new completions rose about 5%. No
significant price variation is expected for both terraced
and semi-detached in 2019. Developers are launching
more single storey terraced which has been consistently
performing well in Bintulu. The demand is principally
from office and industrial workers. In terms of pricing,
RM300,000 to RM400,000 should be the preferred price
range.

High -rise residential in Bintulu is getting gaining
acceptance but all said, landed residential would still be
the preferred residential property in Bintulu.

SIBU: PRICE MATTERS MORE THAN TYPE
Qg ° krided residential market is balanced with
moderate supply and price stability. Prices of properties
in prime areas could still be rising due to limited supply.
Affordability would dictate performance. Generally, prices
not exceeding RM350,000 should enjoy good reception.

Qg °~ sofel;anded stratified titled residential sector is
also quite balanced with moderate supply. Demand is
mainly from buyers in the RM350,000 price range which
is comparable to landed residential.
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Project

KLANG VALLEY

Althea @ Alam Impian
Villa 22 @ BukitRimau

Ayra 1 &2 @ Bandar Bukit
Raja

Swans @ BandaRimbayu
M Aruna@ Rawang
PENANG

Brydon @ Eco Horizon

Sanctuary Ridge @
PermatangSanctuary
Phase 4

Hijauan Valdor Phase 5
Viluxe

JOHOR BAHRU

AyeraResidences @
TropicanaDanga Cove
(Phase 2)

Carmellia
Lavender

Citrine LakehomegPhase 2)

Danga Sutera

ElataNova @ SetiaTropika

Serimbun

The Eden @Meridin East
The Fern @Meridin East

KUCHING

Nova 72 @ Northbank

TamanSejijakindah

/\

RESIDENTIAL SECTOR

NEW LAUNCHES (LANDED RESIDENTIAL)

Location

Alam impian

ShahAlam

Klang

Kota Kemuning

Rawang

BatuKawan

BukitMertajam

SungaiBakap

BatuKawan

Kota Puteri

TamanPulai
Mutiara

IskandarPuteri

TamanSutera
Utama

SetiaTropika

IskandarPuteri

Masai

Kuching
Samarahan
Expressway

Jalan Sejijak
Matang

NV

Developer

| & P Group

Malton Berhad

Sime Darby Property

IIM Land

Mah Sing

EcoWorld
Development Group

IIJM Land

AsasDunia

Aspen Vision City

TropicanaDanga
Cove

ScientexQuatari

Sunway Property

Bayou Management
(subsidiary ol WCity)

SPSetia

NusajayaGreens
(subsidiary of UEM
Sunrise)

Mah Sing

IBRACo

GKS Development

2-SD
2-SD
2-D

2-SL

2-T

2-SL

2-SD

2-D

2-SD

2-SD

3-D

2-T

2-T

2-T

2-T

2-T

2-T
2-SD
3-SD

1-SD

TNat6 Cluster é D2tached & LAWPCost PlaJerrdced d TBMnhoused S&iietached 6 SBipéinked

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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Unit Size g ft)

3,384 8 3,580
3,249

3,981

1,507 8 3,305
2,322

1,666

2,777

4,025

1,983 62,429
3,970

4,829 85,521
1,713 8 2,250
1,660

2,033

2,066

1,880 & 1920
2,166 8 2,171
2,440 ¢ 2,557
>1,964

1,993 62,117
1,622 8 2,033
2,090 62,117
3,054

4,187

1,075 61,163

Price(RM per unit)

>1,934,800

>2,245,000
>3,815,000

>683,888

>800,000

>507,000

>1,200,000

>2,200,000

>700,000

>700,000

>2,500,000

>536,000

>420,000
>570,000

>764,000

>695,000

>700,000

>635,000

>548,000

725,000 6 976,000

1,510,000 6 1,678,000
2,047,000 & 2,262,000

450,800 8 523,800
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RESIDENTIAL SECTOR

NEW LAUNCHES (LANDED RESIDENTIAL)

Project

TamanBerlianStabil Phase 3

TamanBerlianStabil Phase 5

IPOH

Grand SummitLahat

HartamasResidence @
Botani

Hill View Residence @ilibin
SuriaHartamas@ SeriBotani
TamanBerchamMas
SEREMBAN

SenaParc

TamanWarisanVilla

MELAKA
8 Residence (Phase 3)

TamanOzana Residence
(Phase 4)

Taman VistaBelimbing(Phase
2)

TAWAU

D 6 B a Kt Garden

Hap Seng Phase 5H

BINTULU

Acacia Garden Phase 3

KemenaSuteraPhase 4

Riverside Avenue

Location

Off Jalan
Muara Tuang

Lahat

SimpangPulai

Silibin

SimpangPulai

Bercham

Senawang

Nilai

PadangTemu

AyerKeroh

Durian
Tunggal

Mile 8, Jalan
Apas

Bandar Sri
Indah

JalanTun

Hussein Onn

Jalan Sibiyu

Jalan Sibiyu

NV

Developer

BerlianStabil

Excellent Realty
PakarHartamas

Leisure Passion
Mawar Angkasa

CPS Homes AAminy

Bright Term

PrimuncakProperties

StarwattRealty

PDG Development

FixmaxEntity

Visa Suria Holding

Hap Seng Properties
Development

TopwishCapital

JohabaruDevelopment

Hong Yet Construction

Type

1-T (LCP)

1-T (LCP)

1-T

2-T

2-SD

2-D

1-SD

2-TH

2-C

2.5-TH

2-C

2-T

1-SD

2-SD

1-T

2-T

2-T

2-SD

2-T

2-T

TNat6 Cluster é D2tached & LAWPCost PlaJerrdced d TBMnhoused S&iietached 6 SBipéinked

CBRE | WTW RESEARCHE| 2019 CBRE | WTW

Unit Size qft)
700 & 750
900

992 61,037

1.009 81,505

2,975 04,777
6.531 0 6/876
2,798 85,595
1,399 6 3,699
2,450

1,540 6 3,068

1,800

1,500 6 4,458
3,896 65,877

3,799 6 3,901

1,716
3,400

1,752

2,880

1,800 6 7,200

1,300 6 3,200

2,034
3,659 83,934

2,038

1,830 01,883

Price(RM per unit)
100,000 & 168,000
150,000 & 198,800
345,800 6 447,800

462,800 8 627,800

718,880 6 908,800
732,000 6 758,800
448,800 ¢ 633,800
328,000 8 470,000
638,880 0 768,880
518,000 & 668,000

438,000 & 738,000

494,000 & 689,000
663,800 6 863,800

858,800 81,251,800

750,000
508,800

408,000

388,000

348,000 8 633,000

418,000 & 870,000

558,000 & 738,000

1,158,000 &
1,188,000

488,000 & 653,000

465,888 8 702,888
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RESIDENTIAL SECTOR

NEW LAUNCHES (HIGH-RISE RESIDENTIAL)

Location

\/

Developer

Unit Sizesgqt)

No of Units

Price

KLANG VALLEY
8 Conlay (Tower B)

Agile BukitBintang

DamansaraFifty9

Imperial Lexis

Impression UThant

InspirasiMont' Kiara

KaMi Mont' Kiara
(previously known as Kiara
Residences)

ResidensAstrea

TrinityPentamont

PENANG
3 Residences

Evoke Residence @
Gravitas

Montage
TheAmarene

The Stone
Tree O

JOHOR BAHRU

Seine Region @ R&F
Princess Cove

KOTA KINABALU

BukitBantayanResidences
(Block D)

Coral Bay

K Avenue (Block C)

KingfisherPutatan(Block B,
C&D)

Kuala Lumpur

Kuala Lumpur

DamansaraHeight

Kuala Lumpur
AmpangHilir / U-
Thant

Mont & Ki
Hartamas

Mont 6 Ki a
Hartamas

Mont &8 Ki ar

Hartamas

Mont & Ki
Hartamas
Georgetown
Perai

SungaiNibong
BayanLepas

PayaTerubong

Sungai Ara

TanjungPuterj Johor

Bahrucity centre

Inanam

SuteraHarbour
Resort

Kepayan

Putatan

* Price subject to other sales package from developer

CBRE | WTW RESEARCH] 2019 CBRE | WTW

Ayl sunfis

KSK Land
Agile Tropicana Developer

DamansaraFifyty6
(subsidiary ofAllstone
Group Asia)

Kuala Lumpur
Cosmopolitan (company
of KL Metro Group)

Jointventure between KOF
Holdings, YTB
Development and RISDA

ar aMK{—| Sri

/

4 reka Co%p%r'ation

L1

a r aModern®andora

(Trinity Group)

IIM Land
UDA Holdings

PrismaBumiraya
Ideal Property

PLB Land

HunzaGroup

R&F Development

Gamuda Land

GSH Corporation

Mega City Avenue

Hap Seng Land
Development and JCA

705 61,328

625 061,157

1,356 63,510

569 6 1,157

782 61,632

940 61,015

840 6 1,640

1,364 61,859

1,379 64,000

850 6 1,050
1,100

1,015
1,100 6 1,200

1,000

850

471 8933

904 6 1,100

1,541 84,739
(excl. penthouse
sizes)

850 8 1,250

1,009 6 1,065

498

678

56

430

108

640

168

240

330

478
300

282
410
1,000

1,240
(affordable)

3,724

320

460

216

408

(RM persq ft)

>3,200

>1,955

>1,004

>2,400

>1,687

>776

>1,189

>850

>640

650 & 660
472

632
572 8 625

298 6313

353

>1,050

533 6673*

1,350*
(average)

496 6 610*

488 6 582*
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RESIDENTIAL SECTOR

NEW LAUNCHES (HiGH-RISE RESIDENTIAL)

Location

\/

Developer

Unit Size qft)

Price
(RM persq ft)

KUCHING
GEM Suites

Liberty Grove @ Kota
SentosaBlock 10)

Mackenzie Avenue

Stutong Tiarra 2 (Stutong 7
Residences)

The FifthRyegates

The Podium

Urban Residences
YarraPark
MELAKA

Admiral Residences
Bali Residences

Grand ResidencéMerak
Mas

Novo 8
Sri MelakaResidensi
SIBU

College SquareWawasan

Off Jalan StutongBaru

Off Jalan Sg Tapang

Jalan StapokUtara

Off Jalan Stampin
Baru

Off JalanLapangan
Terbang

Jalan Keretapi
Jalan Central Timur

JalanBatuKawa

Kota Laksamana

Kota Laksamana
BukitBaru

KampongLapan

BukitSerindit

JalanWawasan

CBRE | WTW RESEARCH] 2019 CBRE | WTW

Sin Hai Ming Development
Elica
Lee Onn Construction Co.

JyrahRealty

Lee Onn Construction Co.

Chen Ling Development
E-Heritage

Tecktonic& Sons Holdings

TanjungRatna

TeladanSetia
Grand City Development

Crystal Faber

PotensiRestari

Vertoland

861 0 1,214/1,624

1,065 6 1,400

1,520

672 061,222

861 61,227

964 61,446
1,409 6 1,560

940 6 1,240

1,069 61,159

477 83,174

908 61,062

515 61,327

1,000 61,135

710 6807

198

96

256

130

72

395
136

195

1,440

830

176

412

704

36

330 6463

150 6197

300 6 350

212 6385

439 6 465

532 6634
563 6623
303 6400

294

462 6736

400 6 489

480 6 561

2300277

370 0487
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OFFICE SECTOR

KLANG VALLEY
\V

The financial sector still leads the office market in KL where buildings in proximity to
public transport are most demanded. Shackled by the huge supply entering the
market, revolutionary usage of space by millennials may create a variation in the
tenants mix, which may bounce up demand for the office space.

l'j 1 e T_jj éultetice (PB8@)marketin 2018
remained challenging. The current soft market and
abundant pipeline supply have impacted on leasing
activity. A source of optimism could however, come from
the fact that Malaysia has climbed to 15" g n mr g |
Doing Business Report 2019, showing a positive outlook
amongst investors which in turn, may support demand.

HUGE PENDING PIPELINE SUPPLY RAISES
CONCERN

Cumulative supply of PBO as at 3Q 2018 in Klang Valley
stood at 109.7 million square feet. 4 new completions
thus far in 2018 injected 1.56 million square feet of space
and increased the vacancy rate by 5% ep-q to 18.9%.

Approximately 15.7 million square feet or 26 PBO
buildings are expected to enter the market by the end of
2021. 82% are located in KL area.

Several major movements took place in 2018. Celcom has
relocated from Menara Celcom in Jalan Tun Razakto

their newly -completed Menara Celcom in PJ Garden
Central (Phase 1) on a 23year lease with Celcom Axiata as
the anchor tenant. Meanwhile, Prudential will occupy

their own Prudential HQ in TRX in 2019.

Average prime rental declined to RM6.95 per square foot
in 2018. Capital value unvaried with net yields between
5.5% and 6.0%. Wisma UOA Pantai purchased by CIMB
Bank, was the sole significant office transaction in 2018,
sold at RM764 per square foot.

Excess in supply alongside the existence of office
alternatives such asshop offices and industrial buildings
may threaten the PBO sector, as the rentals offered by
these alternatives tend to be slightly lower than the
typical PBO, thus pressuring rentals and vacancy rates.

CBRE | WTW RESEARCH] 2019 CBRE | WTW

Supply and Performance of PBO in KV
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Note: Data for the full year of 2018 is based on estimation
Source: CBRE | WTW Research

Selected Upcoming PBO in 2019

Estimated NLA
(sq.ft)

Name of Location

Development

The Exchange  Tun Razak 2,600,000
106 Exchange

Prudential HQ Tun Razak 413,000
(TRX) Exchange

MBSB Tower PJSental 280,000
Tropicana Kota Damansara 150,000
Gardens

Source: CBRE | WTW Research

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA



/\

OFFICE SECTOR

KLANG VALLEY (CONTINUED¢ )

NV

TECHNOLOGY RESHAPING WORKPLACE
Advancement of technology and flexible working culture,
especially amongst the younger generation, have
contributed to the birth of co -working operators, locally
_Ib glrcpl _rgml _jjw, Cknf _q
gl I mt _rgmlpu gl rfc umpigle
sense of community that may link various businesses

under one roof.

In Klang Valley, coworking spaces are seen to focus on
Grade A buildings in prime locations, including pre -war
shops or worn-out buildings. Typical sizes of co-working
spaces span between 15,000 to 30,000 square feet. Some
of the operators would require co-working space as large
as 100,000 square feet, especially amongst established
international operators.

Attractive amenities and facilities provided by the co-
working operators, anything from café to napping corner
are their unique selling points. To cater to digital

Il mk _bg* rfc glrpmbsargml
access to the ceworking spaces in different locations.

md

The stepped-up participation of co -working space has
bgtcpqggdgcb rfcKengllT_|J jq®%qp
market. In fact, higher technology content has also
decreased office space requirement while rising costs of
doing business is driving business owners to optimise

their space use. This trend shall persist as traditional
tenants turning to mobile working arrangements.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW

OUT WITH THE OLD, IN WITH THE NEW

New buildings with better quality maintenance should

attract more interest from both existing and future

tenants.

gg ml 8amjj_ mp_rgml _1Ib

c | Upgnadimb énold buiidings could e pertinentgn order to
improve property conditions, reduce energy consumption
and make the best use of the existing structure. This
could uplift the property to stay competitive by fulfilling
the modern standards in terms of quality, comfort and
efficiency.

In view of the rapid technological advancement, adoption
of technologies in office buildings would increasingly
become a necessity for them to cater to and engage in
tech-enabled workplace. On the other hand, attaining
MSC Status and Green Building Index would be strategic.
While rental may not be pulled -up, these accreditations
could enhance the marketability of the buildings,
especially to multinational companies and large
Neputalgencanporatgs as pait ohthejr cospbratd socalg _ |
responsibility fulfilment and to enjoy tax incentives.

8

m
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OFFICE SECTOR

PENANG
\V

Pent-up demand for newer and prime offices persists. Spill-over demand for MSC
status offices is also expected to grow. Stable occupancy rates are anticipated while
rentals will increase in near future. The future development trend of purpose-built
office (PBO) buildings would move away from CBD. The emerging concept of co-

working office space is set to pick-up.

NEW PRIME OFFICES PENT-UP DEMAND
New supply of offices in Penang in the past ten years was
limited. New prime PBO buildings completed within the
past three years such adHunza Tower and Straits Quay
Commercial Suites are enjoying commendable occupancy
rates although charging new benchmark rentals. Newly
set-up offices as well as offices relocated from older office
buildings comprise the tenants in these new buildings.
Office occupiers are seeking for newer office buildings
that serve their contemporary needs and enhance their
corporate image.

Pent-up demand for newer and prime offices would
continue in the short -term as most of the upcoming PBO
buildings are scheduled for completion in year 2020 and
beyond. Older buildings are likely to experience a slide in
demand thus lower rentals and capital prices.

GROWTH FOR MSC STATUS OFFICES
Investment in industries which are knowledge intensive
and innovation -led have been aggressively pursued by the
Penang state government. As such, there would be spilt
over demand for office space to accommodate
industrialists / manufacturers progressing upstream into
design and research activities.

Penang has also been actively promoted by the state
government as acentre of Global Business Services (GBS).
Multinational companies which are involved in GBS
generally seek office with MSC status that could cater to
their business operations, as well as seizing the various
incentives and privileges offered. Celestica Inc,
Teleperformance, Swarovski and UST Global have setip
their offices in Penang.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW 45

As Penang continues to attract high value manufacturing
and services operations, demand for MSC status offices
will increase. Livingston Tower (Georgetown), extension
of the Centre for Creative Animation Triggers (CAT)
(Georgetown), and GBS @ ayang (BayanBaru) have
recently entered the market to capture such demand.

STABLE OCCUPANCY RATES ANTICIPATED;
RENTALS WOULD INCREASE

As at mid of 2018, the overall occupancy rate of PBO
buildings in Penang state declined slightly to 77% from
82% (y-0-y). Occupancy rates are anticipated to generally
remain in the region of 80% in near future.

Rentals of prime office space in Georgetown were
between RM2.50 and RM3.50 per square foot. Prime
offices outside Georgetown, particularly newer buildings
in Bayan Lepas / BayarBaru and Tanjung Pinang
(Tanjung Tokong), registered higher rentals of RM3.30 to
RM4.50 per square foot.

Due to increasing outgoings / maintenance cost, rentals
of office space in most buildings are expected to increase
in the short -term. The overall average rental of prime
offices would also increase, pulled-up by new entrants
with higher asking rentals.

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA



/\

OFFICE SECTOR

PENANG (CONTINUEDE )

NV

Supply and Performance of PBO in Penang
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FUTURE DEVELOPMENTS AWAY FROM CBD
The CBD of Georgetown is already constrained in terms
land availability for new development. Hence, major PBO
buildings are being developed and planned outside of the
CBD to the south-eastern portion of Penang Island and
SeberangPerai.

Situated within the Penang Cybercity area are the newly
completed GBS @Mayang in Bayan Baru and the
upcoming GBS by The Sea in Bayan Lepas. These office
projects with MSC status are developed by the Penang
Development Corporation (PDC).

GBS @Mayang is a refurbishment of Mayang Shopping
Mall. The building offers approximately 110,000 square
feet of office space to the market. On the other hand, GBS
by The Sea which is slated for completion in 2020, is a 9
storey seafront building offering approximately 411,000
square feet of office space. Within the Penang
International Commercial City in Bayan Baru by Hunza
Group, there is another PBO building proposed.

In Phase 2 of The Light Waterfront Development in
Gelugor by IJM Perennial Development Sdn Bhd (a joint-
venture company between IJM Corp Bhd and Perennial
Real Estate Holdings Ltd), a 28storey PBO building with
net lettable area of approximately 370,000 square feet is
planned.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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Rental of PBO in Penang
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In Batu Kawan, SeberangPerai, Aspen Group launched
Vittoria Financial Centre, with five 8 -storey corporate
office blocks and a 9-storey executive office tower with 231
office suites with built -up areas ranging from 610 to 1,415
square feet, to be sold under stratified basis.

As part of the expansion of the existing Sunway Carnival
Mall, Sunway Real Estate Investment Trust SUunREIT) is
planning to develop a 10-storey office tower in Seberang
Jaya. In Butterworth, MRCB Group has also proposed a
22-storey PBO tower within PenangSentral Intermodal
Transit-Oriented Development.

CO-WORKING OFFICE SPACE IS SET TO
GROW

Co-working office space has emerged in Penang and the
operators include Snooze50 (Gurney Tower)Scoopoint
(Pengkalan Weld), MSOGO (Jalan Dr LimChweeLeong),
@FlexiSpace(RajaUda), CoHere (Icon City), Hubbiz
(Autocity) and Settlements (Livingston Tower).

Demand for co-working space is expected to grow, across
a diverse mix of industries and professions. Co-working
space may be opted by larger companies seeking
flexibility and practicality in their workspace. Emergence
of co-working offices is also facilitated by the surplus of
whole office floors which operators of co -working space
are able to secure at attractive rental rates.
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Incoming supply of purpose-built office (PBO) with better building quality and modern
features to outperform the aged PBO over time. A transition period is needed for the
market to transform and adapt.

WELL-EQUIPPED, NUMEROUS SUPPLY office addresses which is currently only available in
New PBO are mushrooming in recent years, after a long Iskandar Puteri. The proximity to catalytic projects within
hiatus since 2000s. The new office buildings are designed Iskandar Puteri is also an added advantage.
with modern high technology features, which may
potentially outperform the old buildings in near future. NEW BUILDING SPACE TO BE FILLED UP
New and incoming office buildings are forming 42% of
In 2018, two new office buildings, namely the M9 at rmr _j N@M%q qgsnnjw gl GK, Rf cqc
Medini and Menara JLand at Johor Bahru city centre. quality and features, are able to achieve almost double
Injected an additional 685,450 square feet net lettable average rental rates of old office buildings. In order to
area into the market. achieve healthier occupancy rates, it is expected that new

PBOs will offer competitive leases and incentives.
The existing supply of PBO space in IM stand at 9.75
million square feet contributed by 110 buildings. Out of Supply and Rental of PBO in IM
that, 77 buildings with a total of 6.96 million square feet

are privately-owned while the remaining 33 buildings S 10.00 6.00%
with a total of 2.8 million square feet are government - 5.000
owned g 9.50
. g 4.00
0
There will be approximately 2 million square feet net o 9.00 3-00§
lettable office space coming into the market in the next 'g 2_008-,
three years. The upcoming PBO buildings are: E 8.50 1 oog
RS
= <C
. " Net Lettable Area O 8.00 0.00
Project Name Localities
(sg.f) 2014 2015 2016 2017 2018
D8 Pr i st i nMedini 513,449 mmmm Cumulative Supply —@— Average Rental (O
o —@— Average Rental (New PBO)
M10 Medini 414,949

Source: NAPIC, CBRE | WTW Research
Menara MBJB @

AstakaPadu JBCC 350,000

: Existing and Incoming Supply of PBO in IM
Coronation JBCC 550,000
Square

Source: NAPIC, CBRE | WTW Research

RENTALS REMAIN STABLE IN SHORT-TERM
Demand for office space has been stable in JohoBahru
and vacancy rate was about 20%. The average office rental
for prime office space in Johor Bahru city centre remained
unvaried in the range of RM3.20 to RM3.50 per square
foot, while the rental range was from RM2.80 to RM3.20
per square foot in the city fringe. New office buildings in
Johor Bahru city centre, Medini and Puteri Harbour
commanded higher rentals of between RM4.00 to RM5.50 = Before 20:=1Since 20I=lincoming PBO
per square foot. The higher rates are driven by the influx
of multinational companies (MNCs) seeking high prestige

Source: NAPIC, CBRE | WTW Research
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An uneventful year with limited movements for the purpose-built office (PBO) market,
as in previous years.

NO SIGNIFICANT VARIATIONS

The PBO sector witnessed the completion of the RM66.6
million 8 -storey Menara Kastam Sabah in the vicinity of
the Federal Administrative Complex along Jalan KK-
Sulaman. The modern building incorporates seismic
design features and is able to withstand earthquake up to
seven Richter scale in magnitude. There was no other
completion of privately -initiated PBO in 2018.

Overall, 2018 was an uneventful year with limited
movements in the PBO market. The sector is expected to
stay stable overall, though downward pressure on takeup
/ occupancy rates and competitive rents can be felt
coming from the conventional shop -offices and the more
contemporary signature offices.

Completed shop-office developments include Harumas
118 (38 units) and Alamesra PlazaUtama Phase 3 (55
units). They are located in the northern region of Kota

Kinabalu. Menakastadabah
Source: WTWS Research

Supply of PBO in Kota Kinabalu-Penampang
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Performance of purpose-built office (PBO) in Kuching continued to be lacklustre with
stagnant rental rate. Shop-offices/shop-houses remain in oversupply with a
challenging time ahead.

LACKLUSTRE OFFICE SECTOR A major launch in 2018 would be the Royal Richmond
Similar to the year before, there were no new office Square offering 70 units in 4-storey shop-house atJalan
projects launched in 2018. The few completed in 2018 Datuk Mustapha, developed by M/s Kenbest.
include the Tabung Haji Office Tower at Jalan Lapangan
Terbang standing at 6-storeys tall with 2,162.40 square Supply and Rental of PBO in Kuching
metre of space, SentosaParade office towers near Kota k= =
Sentosaand Gala City alongJalan Tun Jugah The two : 6.00 3202
latter projects were developed as part of a mixed shop _% 5.00 3.00%
i > 4.

office development. a 00 2.808

o 3.00 [0}
The office sector in Kuching is lacklustre and prices 2 2.00 2-60%
continue to be stagnant. Due to increasing office space =] 1.00 2.40 g
coming into the market and shop offices constituting a g o
significant alternative supply, take -up rates are slow and O ddddddddR G <

X S o000 oooodgao
rentals are seen to be dropping to less than RM3.00 per NN NNNNNNANA
square foot even in prime locations. .
mmmm Cumulative Sugpily- Average Rent

SHOP-OFFICES STILL IN OVERSUPPLY Note: Data for the full year of 2018

. L . . Source: NAPIC, WTWY Research
2018 witnessed substantial increase in completions of

shop-offices/shop-houses in Kuching. Incoming supply as
at 2Q 2018 was estimated to be at 1,053 units of which
only about 5% was started this year based on NAPIC data.
This signifies a slowdown of new launches. The

significant increase in supply of shop -offices/shop-houses
in the Kuching market have resulted in higher vacancy
rate and affected their rentals and sales.

Metro City Square
Source: WTWY Research
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Developments completed in 2018 included:

A Milan Square - 61 units of 4-storey shop-house located A 250 units of shop-offices at Gala City alongJalan Tun
opposite Vivacity Mall, which has opened for business Jugahwhich is integrated with two blocks of
along Jalan Wan Alwi - a busy and popular residential apartment and a retail street mall; and
area;
A Shop units in the final phase of Tabuan Tranquiliy (an
A Metrocity Square comprising 23 units of 3-storey offshoot of the established Tabuan Jaya township)
shop-office at Matang, a secondary prime area; which offers an array of SOHO units, shops and
apartments.

Milan Squargatewanalwi
Source: WTWY Research

GALA Citja@hudugah
Source: WTWY Research
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NORTHERN REGION

ALOR SETAR: PBO FOR CERTAINTY, SHOP
OFFICE FOR BETTER DEMAND

The purpose built office market has been subdued in
2018 due to narrow demand and this will persist in 2019.
PBOs in Alor Setar are predominantly occupied by
government agencies with locked-in lease term. As such,
movement in the market is minimal and rent is not
expected to vary. Subsequently, yields and capital values
could be compressed due to growing property expenses.
Overall, PBO market in Alor Setar should stay unchanged.

The overall performance of shop offices in Alor Setar,
remains steady as ownersprioritise on retaining existing
tenants in prime locations. Therefore, rental did not vary
and yield decreased. Demand for 23 storey shop offices
was seen to pickup, partly due to limited supply. Demand
for ground floor units is still healthy but the occupancy
rate for upper floor units is seen to drop.

IPOH: NEW PBO, STRATEGIC SHOP

OFFICE

For purpose built office, the market remains stable. Better
performance would be produced by newly completed
buildings which can fetch higher rentals and occupancy
rates moving forward, especially in good locations.

Gnmf %qg qf mn mddgac k_picr
financial institutions and SMEs for office space whilst
ground floor retail space is dependent on the tourism
activity in certain tourist hotspots within the Old Town
and New Town of Ipoh. As such, investors of shop offices
should look at locations close to tourism activities with
ease of access for better rental prospects. In fact, location
specific oversupply is observable. Overall, rental of PBO
shall stay the same at RM1.50 RM2.80 while rental of
shop offices is likely to move upwards to RM1.70-
RM3.00.

949

OVERALL

PBO in Alor Setar faces narrow demand across the market
which impedes the rental growth and value appreciation
while newer PBOs in Ipoh could still harvest higher

rentals and occupancy rates.

Shop offices are still preferred in both markets by local
companies and businesses. For Ipoh, shop offices capable
of tapping onto tourism activity are the ones expected to
do better.
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SOUTHERN REGION

SEREMBAN: MORE SHOP OFFICE BEING
INTRODUCED

Kmgr ~swcpq gl Qcpck™ _1 %q
as more stratified units are being introduced to the
market recently. There is an oversupply of shop offices,
creating mixed performances. The trend of
decentralisation is noticeable, especially towards new
commercial areas. A successful example would be Uptown
Avenue which suggests that international F&B outlets,
financial institutions and retail branding could boost the
occupancy rate of shop offices. Shop offices serving
established residential areas could also be attractive.

MELAKA: STRATEGIC SHOP OFFICES

No drastic movement in the purpose built office market is
anticipated for 2019 but there could be competition from
newer shop offices, particularly those in emerging
commercial areas. This could be aggravated by the
downsizing by corporate occupiers in the past few years.

Having said that, transaction volumes and values of shop
offices have also declined. Some improvements may

occur in 2019, underpinned by economic optimism.
Locations with tourist attractions should continue to top

the demand list. Double storey shop offices within the
range of RM500,000 and RM700,000 were actively
trapsgdted in 2018vAlthoouh the shop sfficg rhacket s ¢ g *
expected to be soft in 2019, it would still lead market
preference. Despite having same yield, a shop office offers
rental rates at RM1.80 per square foot, almost half of
N@M%q md PK1, 0. ncp qos_pc
BATU PAHAT: SUPPLY COMING IN FOR
SHOP OFFICE

There are only 2 PBOs inBatu Pahat, namely Wisma Sin
Long and Wisma Chin Yong. The overall occupancy rate is
about 70%, not much movement took place. Limited
supply and demand gives stability to this market.

Transactions involving shop offices persist with

noticeable increase in Taman Flora Utama, where AEON
Big and Square One Shopping Mall are located. Price is
not expected to change. Nonetheless, rent and occupancy
could be squeezed amidst increasing supply from

D Garden Business Park and River City Business Park.
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Mtcp_jj* rfc k_picr ggq
Occupancy rate for shop offices in established housing
areas shall continue to be bullish while take -up rate of
new shop offices tends to start slow. In terms of demand
sources, the food industry is the principal driver in areas
such as TamanSetiaJaya, Taman BukitPasirand the
newly completed D Garden Business Park.

OVERALL

PBO is not popular in region centres while shop offices

_pc _ “swcpqgq%-rcl _Irq% k_picr
supply exceeds. Demand is skewed towards shop offices

due to lower rentals offered. In Batu Pahatand Seremban,

the focus is on new commercial or established residential
areas, whilst Melaka continues to be associated with the
tourism industry.

EAST COAST

KOTA BHARU: PRICE OF SHOP OFFICE
PICKING UP

Continuing its previous trend, the market for purpose
built office (PBO) in Kota Bharu in 2018 was quiet but
stable. The main tenants are financial institutions,
corporates, insurance companies and governmentlinked
entities. Rental and occupancy rates are unlikely to
budge.

Despite transactions declined in 2018, the prices shop
offices in Kota Bharu were maintained, RM500,000- RM1
million for 2 to 5.5 storey shop offices. Demand could still
be strong for strategically located shop office units.
Examples are Kota Bharu Waterfront, Kota Bharu town
centre and Bandar Baru Gua Musang. Most of the
transactions here ranged between RM400,000 and RM1
million involving 2 - 4.5 storey shop offices. While vacant
units are observable in new completions, demand for
ground floor and first floor units are still enjoying good
take-up.
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BETTER SUIT TO THE MARKET

Kuala Terengganu PBO market performance was stable
throughout 2018. Existing supply is met with narrow but
stable demand, coming from the government sector. With
no upcoming developments, the overall performance will
continue to be stagnant in 2019.

Shop offices are highly sought after in Kuala Terengganu

due to the predominance small and medium traders. The
rentad of shap officesgirgkuajal Terenggbni arg Highemk g | e
than PBO. Investment is viable for shop offices in Kuala
Terengganu where investors could expect a yield of 6.5%
7.5% and long-term capital appreciation. Rental

opportunity is abundant here as small and medium

traders may not be able to afford to purchase a unit.

3- 3.5storey shop offices priced RM1 million and above
had the highest transactions in 2018. New developments
of Dataran Alamanda and Panji Curve, the Draw Bridge
and Mayang Village Mall, are poised to unlock new
business opportunities and spur demand in the market.

KUANTAN: MOVING SLOWLY
Il's_|Ir_1%g nspnmgc "~ sgjr
2018, predominantly occupied by corporates; financial
institutions and foreign investors. The demand
commonly comes from relocation from older buildings
and the need for improved corporate image.

mddgac

Most local businesses prefer shop offices but there has
been an oversupply situation in 2018. However, 2019 is
likely to be better and demand may pick up slightly. The
market would still focus on absorbing the unsold units.

OVERALL

PBO has not been popular in this region with only a
handful of PBO. Shop offices are still preferred due to the
lower rental although demand for shop office has not
been robust. In most instances, demand is specific and
selective amidst an oversupply situation.
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SABAH

LAHAD DATU:
PRESSURES
Shop office market in Lahad Datu was unimpressive in
2018. Demand for shop offices banks on local businesses
which has slowed down. This combined with oversupply
have exerted pressure on rental and compressed yields.
All said, property values shall stabilise and not

anticipated to fall further in 2019, with a bottoming -out
likely in 2020 or later.

INTERNAL AND EXTERNAL

TAWAU: CAUTIOUS OPTIMISM
The purpose built office market in general remains stable
with limited supply and demand.

Cautious optimism could be sensed in R _ u _ shéfq
office market for 2019 whereby developers are more
reserved in launching new products and take-up for any
new developments is expected to be slow but steady. Shop
office units are increasingly being used as F&B and
entertainment outlets and moving closer to residential
areas, such as alonglalan Datuk Chong Thien Vun.

LABUAN: CAUTIOUS SENTIMENTS

The shop office market in Labuan was slow in 2018 where
demand depends on local business activities, which has
slowed down. The completion of new shop office
developments will further exert pressure on rental and
compress yields. Values for shop offices shall remain
stagnant going into 2019.

Purpose Built Offices (PBO) remains unchanged and

stable. Currently there are no new supply of PBO in
Labuan.
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SARAWAK

MIRI: UNDERWHELMING FOR BOTH

PBO is a narrow market in Miri where supply and demand
are limited. Most of the occupiers are oil and gas related
businesses. The shop office market remained soft as take
up was slow. Oversupply of shop offices in Miri is
expected to strain the market in 2019.

Bl NTUL U: BUYERSD® CALL
Overall performance of PBO, was stagnant in 2018 and
this should persist in 2019. The shop office market is
shrouded by oversupply, which also effected rentals and
yields. Investment in shop office is unappealing, most of
the units are acquired for own use. In line with this, the
purchasing behaviour is also conservative whereby buyers
prefer sub-sales in established or matured areas.

SIBU: IN THE HANDS OF OWNERS

Demand for PBO in this market is motivated by corporate
image and branding, most of the spaces are owner
occupied. The shop office market remains flattish. This is
because sellers possess holding power despite oversupply
situation in the market. Location will be the performance
determinant; established and matured areas could still
enjoy higher take-up rates.

OVERALL

PBO is a narrow market in this region. Supply is limited
while demand is niche. Thus, there shall be no significant
variation in 2019. Oversupply of shop office is prevalent in
most of the markets covered, triggering conservative
purchasing behaviour.
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RETAIL SECTOR

KLANG VALLEY
\V

Proximity and access from rail stations will be increasingly critical for the success of
retail malls. Besides that, the growing KI:
industry wil/ bol ster the future difestyyend f or
and spending preference have also changed the retail landscape, that is, expansion

of food and beverages outlets in malls, entertainment, recreation, etc.

RESILIENT FOR PRESENT
Retail sales achieved an encouraging growth rate of 6.7% Supply and Performance of Retail in KV
in 3Q 2018 and this was above the market expectation of

. 16.0%
0.6%. The Malaysian Institute of Economic Research 50 6.0%

(MIER) also reported that the Retail Trade Index (RTI) = 14.0%

recorded 36 points higher at 153.8 points in 3Q 2018. g 4.0

According to MIER, most of the purchases were made = 12-00/%

during the last week of August prior to the % 3.0 10 00}]:

implementation of the Sales and Services Tax (SST) which S ' ?

took effect from 1 September 2018. c%' 2.0 8.0% 8

—_ @

. [ 6.0%"

As at 3Q 2018, 4 retail malls were completed, namelyEko }9 1.0

CherasMall in Cheras, KL Eco City Retail in Bangsar, 4.0%

Shoppes @ Four Seasons Place in KL cityentre and Evo 0.0

Shqpplng Centre in Bangi. Most of the m.ew mall§ have !)13 2014 2015 2016 2017 2018f 2.0%

achieved up to 60% occupancy upon their opening. These

completions raised the total supply of retail space to 56.9 -1.0 0.0%

million square feet. mmm KV Ann Supmiss KV Ann Demese- KV Vacanc

- . Source: CBRE | WTW Research
By 2020, 11.3 million square feet of retail space shall enter

the market which may press the occupancy rate. The bulk
of incoming supply will be contributed by the mega malls

Selected Future Supply in 4Q 2018 - 2019

such as Empire City Mall, Tropicana Garden Mall, TRX Estimated
Lifestyle Quarters and Pavilion Bukit Jalil. Project Name Location NLA

(sq. ft)
For 2018, KL and outer KL areas recordeq stable. Plazai-City ShahAlam 802,000
occupancy rates of 86% and 84% respectively This may
be partly helped by the completion of the MRT Sungai EkoCherasMall Cheras 625,000

Buloh-Kajang Line which has drawn in footfalls for the

. Kiara 163 Lifestyle
malls near to MRT stations.

Mont Kiara 300,000

Mall
Prime malls located at strategic locations with access to One Utama EPhase 2 Bandar 435.000
ns' jga rp_lgnmpr ugjj rmn pcr. Utama ' gl e
to most REITs, the average rental rate of prime malls will Tropicana Garden Kota
remain healthy between RM16 and RM35 per square foot. Mall Damansara 1,000,000

. . . Source: CBRE | WTW Research
The challenging year ahead is marked by the growing e !

commerce which will affect overall retail space demand.
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MILLENNIALS DICTATE THE LANDSCAPE

A survey by CBRE Research reveals that millennials are
spending less on basic living expenses since most of them
live with parents. This permits them to save up to 18% of
their income and spend more on leisure activities such as
eating out, sports and non-food shopping.

Millennials are the first truly digital natives, growing up
with technology rather than having to adapt to it.
Interestingly, millennials are using online stores

primarily to research products, compare prices and read
reviews. When buying, more than 50% of the respondents
agreed that they prefer the physical experience of seeing,
touching, testing and trying out the product before

buying. The underlying statement of this is that physical
stores are still relevant.

In another perspective, shopping centre is not patronised
by millennials for the sole purpose of buying a product.
Instead, it is also a leisure activity and a time to spend
with family and friends. Therefore, place -making for
shopping malls through provision of more social spaces,
unique features, diverse tenants mix and wide range
facilities and amenities may well be the increasingly
important differentiation factors for malls.

PROACTIVE TRANFORMATION

The speedof digital revolution and constantly evolving
consumption trend have made it difficult for shopping
centres to gauge and foresee market appetite. In order to
retain customers, a pleasant shopping experiences has to
be considered as a key by creating modern shopping and
leisure destinations to increase footfalls and
subsequently, revenue.

According to Inside Retail, 42% of respondents in a recent
study noted that refurbishments, paid their way in higher
sales, tenant sentiment and also increased leasing.
CapitaLand Malaysia Mall Trust (CMMT) intends to
refurbish Sungei Wang Plaza by mid2019 which will be
the third makeover since 2013 to breathe new life into the
41-year old mall.

SALES AND SERVICES TAX IS BACK

After the GSTholiday period, retail sales are anticipated
to drop in the early months of sales and service tax (SST)
reintroduction starting in September 2018. However,
Retail Group Malaysia indicated that sales should regain
strength during the school holidays and festive season
towards end-2018 and early2019 based on past patterns.

CBRE | WTW RESEARCHE| 2019 CBRE | WTW
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The retail sector is likely to be flat, buffered by cautious optimism. Mixed
performances will be more evident between the better and under-performing retail
complexes, of which the latter is likely to drag down the overall occupancy rate and
average rental. With abundant supply in the pipeline, shoppers can look forward to

exciting shopping experiences.

CAUTIOUS OPTIMISM AS THE BUFFER
According to Malaysian Institute of Economic Research
(MIER), the Consumer Sentiment Index (CSlI) retracted to
107.5 points in 3Q 2018 after a 2tyear high of 132.9
points in 2Q 2018 while the Business Conditions Index
(BCI) slipped to 108.8 points, from 116.3 points in 2Q
2018. 2Q 2018 was more bullish mainly reflecting market
euphoria following the change in the federal government.

Despite the sentiments fall in 3Q 2018, both were still
above 100points which suggests that consumers and
businesses are generally positive. Consumers could be
held back by lack of extra income, their purchasing power
eroded by the rising cost of living.

Revenue for retailers shall sustain but not grow. Hence,
the ability of retailers to pay increased rentals would be
constrained. In turn, the retail sector is likely to be flat.

PERFORMANCE DISPARITY

Retail complexes in Penang were observed experiencing
mixed performance. Single owner retail complexes have
generally registered good occupancy rates and high
rentals. Gurney Plaza, Gurney Paragon andQueensbay
Mall on Penang Island, and Sunway Carnival and AEON
Mall in Seberang Perai are the examples. In contrast,
most stratified shopping complexes with multiple
ownership with poorer tenant mix experienced reduced
occupancy rates and rentals. Tenants exited these
complexes due to low footfalls and unsustainable
business volume.
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The incoming retail complexes are better-planned in
design and concept and offering a pleasant and
refreshing shopping experience. Hence, the mixed
performance among retail complexes is expected to be
more obvious in the future.

REDUCTIONS IN OVERALL OCCUPANCY
RATE AND AVERAGE RENTAL ARE LIKELY
The overall occupancy rate stood at 72% as at mid of 2018
- 79% for Penang Island and 63% for SeberangPerai.
Retail lots on the ground floor of selected prime retail
complexes in Penang Island commanded higher gross
rental rates of up to RM45 per square foot.

SHOPPERS CAN LOOK FORWARD TO AN
EXCITING SHOPPING EXPERIENCE

As at mid of 2018, the existing supply of retail space in
Penang state remained at 18.8 million square feet since
there was no new mall/complex. 59% of the existing
supply is located in Penang Island and the balance in
SeberangPerai.

Following the announcements and construction of a
number of retail projects in Penang, a substantial
increase of supply will be seen in the medium-term.
Approximately 8 million square feet of net lettable area
may be offered by retail complexes within integrated
developments instead of stand-alone retail complexes.

Hence, exciting shopping experience awaits shoppers

while competition among retailers and landlords will
intensify.

ASIA PACIFIC REAL ESTATE MARKET OUTLOOK 2019 | MALAYSIA



/\

RETAIL SECTOR

PENANG (CONTINUEDE )

NV

ADAPTATION NEEDED, QUICKLY

The advent of online shopping and emergence of mobile
shopping applications have rapidly changed the retail
industry. Shopping malls are also under pressure to
reshape in line with the evolving technologies.

According to Euromonitor International, a market
research provider, internet retailing in Malaysia is
expected to register RM6.25 billion of sales in 2018 and
accelerate to RM7.67 billion in 2019. Ecommence in
Malaysia is also on a growth trajectory following the full
implementation of 13 key programmes under the
National E-Commerce Strategic Roadmap NeSR. The
emergence of new payment technologies that address
safety, speed and convenience will continue to support
this trajectory.

Traditional brick -and-mortar retailers need to gauge the
interest of customers to visit their store or face losing
market share to online retailers such as Lazada, Zalora,
Shopeg FashionValet, Ezbuyand 11Street. In addition,
the power of social media such as Facebook and
Instagram would enable anyone to start an online
business with ease from the comfort of their own home.

There will be convergence in which traditional retailers
are going online while online merchants are opening
physical outlets. Other new retail models are
retailtainment and online to offline (O20) retailing. In
fact, shopping malls may be repositioned as social
interaction centres for leisure, social and recreational
activities.
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Supply and Performance of Retail
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Notable Upcoming Purpose-Built Retail Centres in Penang

Project Name

Expected
Year of
Completion

Estimated NLA
(sq.ft)

Penang Island

The Light Retail Mall 1,000,000 2025
SunwayPayaTerubong 1,000,000 2025
Retail Mall @ Penang

World City 1,000,000 2024
Mall @ SouthbayCity 750,000 2020
City Mall @ Tanjong 300,000 2018
Tokong

Penang Time Square 230,000 2019
Phase 3

Retail Mall @ Sunshine NA. 2020
Tower

SeberangPerai

GEMS Megamall 1,200,000 2020
Ikano Shopping Centre

@ BatuKawan 1,000,000 2019
IKEA @BatuKawan 430,000 2018
Sunway Carnival 500,000 2020
Extension

Retail Mall @ Penang 392,000 2020
Sentral

Tesco @ Bagan Ajam N.A. 2020

Source: NAPIC, CBRE | WTW Research
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Weakening Ringgit encouraged foreigners spending in Iskandar Malaysia (IM),

especially Si

ngaporeans

who are al ways

Locals are looking forward to new malls for different shopping and entertainment

experiences.

AGAIN, NEW MALLS COMING IN

There are three retail malls to be ready by end of 2018.
These three long-waited malls will offer a variety of
shopping and entertainment experiences to locals and
visitors in IM. Midvalley Southkey Megamall, Princess
Quay Shoplex and Capital 21 will provide another 3.13
million square feet of new retail space to the market.

The current supply of retail space in IM stood at 17.53
million square feet which will increase to 20.66 million
square feet when the abovementioned three malls
commence operation as per schedule.

NEW MALLS TO SURPASS EXISTING
MALLS SOON

Out of the total 17.53 million square feet of retail space in
IM, 62% (10.8 million square feet) are retail malls while
the remaining 38% (6.7 million square feet) are arcades
and hypermarkets.

Supply and Average Prime Rental of Retail Malls in
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Approximately 5.3 million square feet of retail space
entered IM for the past two years, and another 2.5 million
square feet will come on stream in the next few years. By
then, the newly completed and incoming supply will
eventually form 44% of total retail space in IM.

STABLE RENTAL AND VACANCY RATE

For 2018, the vacancy rate of retail space stayed stable at
approximately 23% while the average rent eased slightly
to RM25 per square foot from RM27 per square foot in
2017.

AGEING MALLS TO BE REPLACED

With the increasing number of new modern retail malls
coming into the market, the existing malls have to put on
a lot more effort to stay competitive in the market. Most
of the new retail malls have unique attractions and
entertainment/leisure activities besides enhanced
shopping experiences. All these will build up more
pressure and challenges to ageing malls.

Existing and Incoming Supply of Retail Malls in IM

= Existing Mi=Islew Mal=:Incoming Malls

Source: NAPIC, CBRE | WTW Research
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Take-up in newly completed malls and those with strata ownership continue to lag
behind while well-managed and strategically-located malls have sustained occupancy
and footfalls.

NO SIGNIFICANT CHANGE FROM home-e pmul _ I b Qmsrfc_qr ?qg_ %q
PREVIOUS YEARS and retail specialist - and Hugo Boss, Michael Kors, Polo
Secondary market transaction volume for the retail sector Ralph Lauren, Swarovski, Swiss Watch Gallery, Tory

continued on a flattish trend from the preceding year. Burch, Tumi, Versace, Wear+When, TWG Tea and Godiva.
There was no new completion in 2018. Takeup of retail More reportedly to ensue.

space in newly completed malls have been gradual and
continue to lag behind supply. Competitive rental rates
and / or rent-free period are being offered by newer malls
to attract tenancy. On the other hand, well-managed and
strategically-located retail malls continue to attract good ‘
footfalls and sustain their occupancy and rental rates. Z Al ‘,f'ffﬁ'n‘n‘mw
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Supply of Retail Malls in Kota Kinabalu-Penampang
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The retail sector remained subdued for 2018 which has been a challenging year in

terms of maintaining occupancy.

SUBDUED AND CHALLENGING

The retail sector in Kuching continued its quiet streak for
2018 with only one mall, namely AEON Mall opening in
April 2018. Close to established housing areas at Central
Park, this latest mall with gross floor area of about 70,000
square metres houses welkknown brands such as AEON,
Level UP, MBO, H&M, Uniglo, BO, DaisoKaison and Lea
Centre.

The increase in supply of retail space in recent years,
coupled with the present economic slowdown have
resulted in lower transactions and occupancies which
then reflected lower sale prices and asking rentals of
around RM13 per square foot on average.

There was some retail buzz during the mid-2018 as brisk
sales were conducted throughout the retail malls, to cash
in on the tax-holiday period between June and August.

NEW BREED OF MALLS

There is an anticipated increase in hybrid malls in the
next few years, in the form of shops built around an open-
air centre court with shared common facilities such as
walkways, stairs / escalators and toilets, akin to a street
mall. Examples of such retail types would be The
Emporium along Jalan Tun Jugahwhich was opened in
2Q 2018, and the upcoming Tropics City Mall at Jalan
Song, Aeroville at Stutong Baru, Gala City Street Mall, The
Forum, etc.

Supply and Rental of Retail Malls in Kuching
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AEON Mall at Central Park, Kuching
Source: WTWY Research
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NORTHERN REGION

ALOR SETAR: HYPERMARKETS STILL
FAVOURABLE

The retail market in Alor Setar remained down but newer
malls manage to retain good sales volume. In fact, the
rental of newer malls has been either stable or increasing
slightly while most of the existing malls have decreased
their rental. Moving forward, hypermarket and
convenience stores could stay resilient as spending on
groceries remains strong.

IPOH: HEALTHY RETAIL ENVIRONMENT
Healthy retail performance in Ipoh stabilized the retail
market, occupancy rate was moderate as of 2018. The
increase in transaction value for 2018 despite similar
transaction volume compared to 2017 implied optimism
in the market. Taking into consideration the absence of
incoming supply and vacancy in existing retail space,
rental for retail space in Ipoh is unlikely to vary in 2019.
Owners would prioritise securing or retaining tenancy
instead of going after higher rental returns.

OVERALL

Retail sales in Ipoh was healthy whereas Alor Setar has
generally slowed down. The underlying tourism activity
may have buffered the retail sales for the former whilst
the latter is more dependent only local shoppers. As 2019
approaches, the positive outlook on the retail sector is
more widespread for Ipoh whereas only certain newer
malls in Alor Setar are likely to be resilient.

SOUTHERN REGION

SEREMBAN : NEW CATALYST IN THE
MAKING

Retail properties in Seremban market have been stable in
terms of occupancy and rental rates in 2018,
improvement may be forthcoming in 2019 on the premise
of better economic prospects. AEONNilai will be a new
benchmark for the retail landscape in Negeri Sembilan
where it is set to offer a new and comprehensive shopping
experience as the largest mall in the state. The opening of
Mesa Mall with the concept of Bangkok Street could be
another signal that the advent of enhanced shopping
experience. Coupled withL g j idenftygas an education
hub, the introduction of new malls and concepts could
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have catalytic outcomes, creating job opportunities and
reshaping retail norms. Given that the target group in
Nilai are predominantly younger especially students,

good location, connectivity via public transport and
tenant mix will determine the success for retail centres.

MELAKA: REVOLVE AROUND TOURISM

Kecj _i _%qg pcr_gj k _picr gq

state. Challenges from newer malls amidst weak demand
could still arise. Therefore, the rental rate is unlikely to
vary and stays competitive. Malls located at prime

locations within town city centre able to tap into tourism

activity could still be better protected from potential
adversity.

BATU PAHAT: NOTHING CHANGED

There are only 3 malls in Batu Pahat, namely Square One
Shopping Mall, Batu Pahat Mall and The Summit. Except
The Summit, occupancy rates in these malls are
satisfactory, no fluctuation is foreseeable in 2019 and

beyond. Retail spaces in Square One Shopping Mall and
Batu Pahat Mall are for lease only, thus, stability in
occupancy rate should also translate into constant rental.
Footfalls in Batu Pahatare driven by good tenant mix and
popular food outlets.

OVERALL

The 3 markets covered in this region portrayed distinctive

conditions. Batu Pahathas the quietest nonetheless
stable retail market among its neighbouring markets.
Kej _i _%qg qgrpmlefmjb md
malls in prime locations. The retail sector in Seremban
and Nilai are probably the most innovative and exciting in

the Southern Region, more time may be needed for the

impact to be evident.

EAST COAST

KOTA BHARU: FEW CATER TO ALL

In Kota Bharu, the market can be regarded as stable with
supply still active by the new entrance of Platinum

Wholesale City Mall and Al-Wagf Mall. Limited options of

retail malls in Kota Bharu presents concentration and
certainty of footfalls to the malls. Therefore, the selection
of tenant is significant to remain competitive in the
market.
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KUALA TERENGGANU: CRAVING FOR

NEW RETAIL MALL

Supply of retail space in Kuala Terengganu is still active
with notable projects in the pipeline, they are KTCC Mall
and Mayang Mall, both have potential of becoming the
benchmark of the retail sector in the state. At present,
competition is feeble, there are still opportunities for
expansion. In near future, rental shall retain its current
rate, changes would probably be observable only when
the KTCC Mall and Mayang Mall commence.

KUANTAN: GEOGRAPHICALLY -
ADVANTAGED

The Kuantan City Mall and East Coast Mall are anchoring
the performance of retail market in Kuantan. Benefiting
from the absence of other big cities around Kuantan,
these 2 malls are able to reach out to tap consumers from
Pekan, Kemaman and Rompin. Both Kuantan City Malll
and East Coast Mall are relatively new, well managed and
able to offer a wide variety of products and services.

OVERALL

Retail properties in East Coast are producing encouraging
yields of 7% in recent years. Moreover, there is still
untapped opportunities in Kota Bahru and Kuala
Terengganu. There may be no significant changes in
rental or occupancy rates until these pipeline malls are
completed. Meanwhile, the retail market for Kuantan will
remain astute, advantaged by its geographical position.
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SABAH

Lahad B _ r setdijmarket was down in 2018 and this is
likely to persist into 2019. The retail market in Tawau may
be more stable in 2019 whereby the demand is still
healthy for small -sized retail units. Most of these units are
taken-up for lifestyle and F&B businesses.

SARAWAK

The retail markets in this region are mixed. The retail
market in Miri was subdued as the local economy
softened. Reduction in rental rate of retail properties is
probable in 2019.

In the case of Bintulu, the market is expected to face
pressure due to increasing competition from new supply.
Newly completed projects such as Paragon Street Mall,
Commerce Square Mall, Times Square Mall and the
upcoming malls namely Crown Pacific Mall, The Spring
Mall and Boulevard Mixed Development will add
substantial retail space to the market. These
developments could strain take -up and occupancy rates.
All said, malls located in prime locations with good
access and road linkages would be the ones doing well.

Meanwhile in Sibu, the retail market is slightly
optimistic, banking on the proposed development of the
Sibu Transportation Hub.
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Industrial sector is undeniably one of the lifeblood to drive the economy. Technology
advancement is anticipated to transform the landscape of industrial sector. E-
commerce shall steer demand for warehouse, logistics services and last mile delivery.

OPTIMISM AND STEADINESS

Klang Valley stays as a top pick for investment in
Malaysia. It was shown by the total approved investment
of RM3.1 billion received for January - June 2018,
accounting for about 25% of national total approved
investment. Klang Valley also draws huge attention from
foreign investors, worth around RM1.6 billion for the
same period.

As at 1H 2018, 840 industrial properties worth RM4.45
billion were transacted, where most of the transactions
took place in Petaling district. The most significant
transaction was the purchase of 212.54 acres of industrial
land within Kota Seri Langat by AIDF Industrial Park Sdn
Bhd (subsidiary of AREA Group). Named as The
COMPASS, this site is planned to be a fully integrated and
serviced industrial and logistics park.

The average rental reported stable, hovering at a range of
RM1.50 to RM2.50 per square foot for prime areas and
RMO0.70 to RM1.50 per square foot for nonprime areas.
Meanwhile, average yield for prime industrial areas was
estimated in a range of 7% to 9%.

Approximately 155 million square feet of industrial space
are available within the prime industrial areas. 96.5% of
occupancy rate was recorded for 2018 of which about
149.5 million square feet of space are occupied by
manufacturing, followed by services sectors. By activity,
food and beverages and chemical products occupied the
majority of manufacturing space by making up to about
107.7 million square feet (69% of total space used). As for
services sector, 26% or 39.5 million square feet are
occupied by 3-PL and logistic players.

2,700 units of future supply reported by NAPIC during the
review period. 46% or 735 units of the planned supply are
semi-detached factories. This implies the pattern of
development trend of standard industrial property in near
future.
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TRANSPOSITION: ANOTHER SUNSHINE

Real estate pursues highest and best use. Given the
increasing land price and rapid developments, Petaling
Jaya industrial areas may be facelifted into commercial
use such as office towers and serviced residence. For
instance, suitability for manufacturing and warehousing

at the Jalan 51A and Jalan 225 areas are being questioned
as the old factories are progressivelycommercialised .

Consequently, opportunities also arise within existing
industrial areas such as Bandar Bukit Raja, Meru and
Kapar. Recent developments are seen to incorporate the
concept of greenery, cleanliness, security- all of which
would reshape the image of industrial properties
accommodative for office or corporate usage.

In addition, Pulau Indah may be added to the list of
choices as 380 acres of land has been proposed to be
declared as Free Trade Zone, spurring industrial growth
in Klang Valley.

Future Supply of Industrial Units in KV
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INDUSTRIAL REVOLUTION 4.0: JOURNEY
BEGINS

Implementation of technology may also slowly transform
industrial orientation in Malaysia to high value -added
industrial activities. For example, digitalisation and
automation via the application of the Internet of Things
(loT), robotics and automated real-time manufacturing
system by Top Glove Corp Bhd resulted in operational
efficiency improvement. Apart from 20% of gas energy
savings, there was a 14% reduction in workers reliance
over the years.

Leveraging on automation, GD Express CarrierBhd
(GDEX) also intend to increase the average daily sorting
capacity to above 300,000 parcels. Thus, introduction of
automation and technology enhancement in industrial
operations and lesser dependency onlabour could
transform industrial space use in long -term.

NEW DEMAND STREAM OF E-COMMERCE
Amjj _ " mp_r gml “cruccl ?jg°
Cainiao, with Malaysia Airports Holdings Berhad (MAHB)
and Malaysia Digital Economy Corporation (MDEC) to
develop Digital Free Trade Zone (DFTZ) has seen some
progress. Todate, approximately 3,300 SMEs have joined
the DFTZ platform since it was implemented in 2017.
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Parallel to the emergence of ecommerce, logistics
activities, especially last mile delivery would be
increasingly significant where its efficiency is closely tied
to the proximity of recipients. Eventually, possibilities

and alternatives may be opened up for last mile delivery
service providers such as Century Logistics HoldingsBhd,
Freight Management Holdings Bhd and Xin Hwa
Holdings Bhd to consider warehouses of optimum size
located closer to the city centre instead of a spacious
warehouses located closer to ports.

BUDDING IN THE PROCESS

Following the National Budget 2019, the government has
proposed a pile of incentives to encourage research and
development (R&D) activities in the manufacturing sector.
R&D are essential to strengthen manufacturing capacity
and technology of local SMEs as well as developing a
more skilled labour force. Taken into account the efforts
of various aspects, industrial facilities are to be upgraded
further while anticipating a dynamic and smart future in

| Epmen%gj j me®qrgbhbsegl gg*]
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and supported by both local and foreign industrial
players.
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