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Offices

The Office Market

Economy

Malaysia is almost certainly entering into a recession this year as GDP
contracted to — 6.2 per centin Q1/2009 with little hope of positive growth
in the months to follow. The Kuala Lumpur Stock Market Composite
Index declined throughout 2008. The four largest Malaysian developers
have seen a drop in their share price since mid 2007, however,
many listed and private Malaysian developers have diversified their
businesses which means less financial pressure.

Datuk Seri Najib Tun Razak was sworn in as Malaysia’s sixth Prime
Minister on 3rd April 2009 and on 22nd April an announcement was
made confirming that 27 services sub sectors were to be immediately
liberalised, with no “bumiputra” equity requirement. These sub-sectors
are inthe areas of health and social services, tourism services, transport
services, business services and computer and related services. In
particular, they include:

Theme parks

4 and 5 star hotels and restaurants

Convention centres with 5,000+ capacity

Regional distribution centres

Management consulting services

Up to five international law firms to practice Islamic finance law
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On 27th April, the liberalisation plan for the finance sector was
announced. The plan will be implemented between 2009 and 2012
and will include up to two new Islamic banking licences to foreign
companies. Al Rajhi Bank, Saudi Arabia’s largest Islamic bank obtained
it's international Islamic banking licence to operate an investment bank
in Malaysia on March 26th and the KL office will be the regional head
quarters. More retail banks and regional headquarters are therefore
expected to absorb some of the new commercial property supply.

Foreign Direct Investment

Multinational corporations investing new funds in Malaysia in 1H/2009
inculde California based companies Seagate, PMC Sierra and National
Instruments from Texas. Vale International SA, the world’s second
largest diversified metals and mining company, has agreed to buy 16.5
ha of land in Perak from property developer KYM Holdings Berhad.
The deal is believed to be related to recent statements by the Perak
government of a RM9 billion South American investment in an iron ore
centre in the state. Exxon Mobil haave meanwhile signed a production
sharing contract with Petronas in June 2009 worth US$2.1 billion and
this is expected to prove a major boost for oil and gas companies and
those in supporting industries, which in turn may lead to a growing
headcount and take up of more office space. Foreign direct investment
has nearly doubled over the last two years and most foreign companies
investing are involved in manufacturing or the import/export trade.

Office Space Fit For a King

Malaysia’s status as the global centre for Islamic financial services is
strengthening and Islamic financial services in general are seen as a
possible cure for the global financial crisis. The national bank (Bank
Negara) will launch a total of RMS5 billion worth of Islamic national savings
bonds paying a return of 5 per cent per annum. The Islamic bonds, called
Sukuk Simpanan Rakyat, will take 3 years to mature and the offering is
an example of how personal savings are being encouraged. In addition,
OCBC Al-Amin Bank Berhad has introduced four new shariah compliant
trade finance products to meet the increasing demand from exporters
using Islamic banking products.
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Terennganu Investment Authority is the country’s first state-established
sovereign wealth fund with an initial allocation of RM11 billion and a
mandate to invest in recurring income assets and bring socio-economic
development to the state of Terengganu. The fund size is made up of
RMS5 billion raised via a government backed 30 year Islamic medium
term note and RM6 billion via a derivative programme which essentially
sells forward the state’s oil royalties for immediate payment today.
The agency has embarked on an aggressive recruitment campaign
and plans to hire up to 100 employees within the next 12 months and
to take up large Grade A’ office space suitable for a King - the Sultan
of Terengganu is also Malaysia’s current Yang di-Pertuan Agong. The
state government of Penang has proposed that a similar investment
vehicle to the Terengganu Investment Authority be set up in Penang.
Chief Minister Lim Guan Eng has said that he has written to the Prime
Minister to approve a RM5 billion federal guarantee to finance the
investment body to be called the Penang Investment Authority.

Royal Dutch Shell Plc operates various sources of renewable energy
such as wind farms and as part of their corporate social responsibility
also occupy green rated office buildings. Shell Malaysia has committed
to a new LEED rated green office building being constructed at the
decentralised public transport hub of KL Sentral. The company will take
up 340,000 sq.ft. in 2012. Malaysia has launched the Green Building
Index rating system, which is claimed to be the ideal tool for measuring
new buildings in tropical climates. Singapore’s Green Mark is the other
green rating tool developed for the tropics but it addresses specifically the
priorities and needs of Singapore. A green building rating is increasing in
demand and it may not be long before such a rating moves from being
a market driven requirement to a statutory requirement.

Companies which have been looking to set up their headquarters in
Kuala Lumpur now have the added incentive to do so with the latest
measure to allow offshore benefits in Kuala Lumpur. This initiative
combines the convenience and connectivity of Kuala Lumpur with
Labuan’s favourable tax framework. Not only that, the access to 69
Double Taxation Agreements (DTAs) will also serve to enhance Kuala
Lumpur as the ideal location for a corporate headquarters. From
June 1, 2009, Labuan holding companies will be allowed to establish
their operational and management office in Kuala Lumpur and they
can primarily deal with non-residents, deal in non-Malaysian Ringgit
business and pay tax under the rules of the Malaysian Income Tax
Act (1967). Under this Act, companies can enjoy O per cent tax on
foreign income and capital gains. There is also zero withholding tax on
dividends. Labuan International Business & Finance Centre is offering
free initial advice on this recent initiative.

Grade A Office Vacancy and Asking Rents

There are eight Grade 'A’ office buildings in the prime CBD (KLCC/
Golden Triangle), totalling approximately 5.3 million sq.ft. The majority
of these buildings were constructed in the 1990’s and these older
buildings are facing approximately 1 million sq.ft. of new space in the
Golden Triangle in the second half of 2009. The threat to older buildings
is greater than expected because of the impending availability of DBKL
Tower in the heart of the Golden Triangle. This building was earmarked
for the offices of the local authority but the 170,000 sq.ft. office building
is now likely to come onto the open market.

Office asking rents have declined in certain buildings as landlords
attempt to retain large tenants facing renewals. The new supply of
office buildings throughout the entire federal territory includes Grade
‘A’ design features such as raised floors. One competitive new office
building ready this year with raised floors is BRDB Tower in the growing
decentralised location of Bangsar. Vacancy is beginning to increase in
certain circumstances as some business units or HQ's take advantage
of the new supply in the decentralised locations or downsize. While
the market is consolidating, proactive landlords and forward thinking
developers may still be able to buck the trend resulting in variable peaks
and troughs rather than big declines in rents or high vacancy rates.
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Contact: Raymond Lee  E-mail: rlee@savills.com.hk
EA Co. Licence: C-002450

Savills Valuation and Professional Services Limited
28/F Two Exchange Square, Central, Hong Kong

Tel: (852) 2801 6100 Fax: (852) 2501 5810

Contact: Charles Chan E-mail: ccchan@savills.com.hk
EA Co. Licence: C-023750

Savills Property Management Holdings Limited

805-13, 8/F Cityplaza One, 1111 King’s Road, Taikoo Shing, Hong Kong
Tel: (852) 2534 1688 Fax: (852) 2851 1249

Contact: Kendrew Leung E-mail: kleung@savills.com.hk

EA Co. Licence: C-002993

Savills Guardian (Holdings) Limited

7/F Cityplaza One, 1111 King’s Road, Taikoo Shing, Hong Kong
Tel: (852) 2512 1838 Fax: (852) 2887 3698

Contact: Peter Ho  E-mail: peterho@savillsguardian.com.hk

Savills - Macao

Savills (Macau) Limited

Suite 1310, 13/F Macau Landmark, 555 Avenida da Amizade, Macao
Tel: (853) 2878 0623 Fax: (853) 2878 1805

Contact: Franco Liu E-mail: fliu@savills.com.mo

Savills - China
Contact: Randall Hall E-mail: rhall@savills-sh.com

Savills - Shanghai

20/F Shanghai Central Plaza, 381 Huaihai Middle Road, Shanghai 200020, China
Tel: (86) 21 6391 6688 Fax: (86) 21 6391 6699

Contact: Albert Lau  E-mail: alau@savills-sh.com

Savills - Beijing

2101 East Tower, Twin Towers, B-12 Jianguomenwai Avenue, Chaoyang District
Beijing 100022, China

Tel: (86) 10 5925 2288 Fax: (86) 10 5925 2299

Contact: Billy Chau E-mail: bchau@savills-bj.com

Savills - Guangzhou

Room 906, R & F Centre, No. 10 Hua Xia Road, Zhu Jiang New Town,
Guangzhou, 510623, China

Tel: (86) 3892 7168 Fax: (86) 3892 7030

Contact: Woody Lam  E-mail: wlam@savills.com.hk

Savills - Shenzhen

Unit A, 5/F, Anlian Plaza, 4018 Jintian Road, Futian District, Shenzhen 518026, China
Tel: (86) 755 8828 5707 Fax: (86) 755 8828 5676

Contact: Woody Lam  E-mail: wlam@savills.com.hk

Offices in Chengdu, Chongqing, Dalian, Hangzhou, Shenyang, Tianjin, Xiamen

Savills - Indonesia

PT. Procon Indah

19/F Indonesia Stock Exchange Building, Tower 2, JI Jenderal Sudirman Kav
52-53, Jakarta 12190 Indonesia

Tel: (62) 21 515 3777 Fax: (62) 21 515 3232

Contact: Siswanto Widjaja E-mail: siswanto.widjaja@procon.co.id

Savills - Japan

Savills Japan K.K.

Aoba Roppongi Building 3F, 3-16-33 Roppongi, Minato-ku,
Tokyo 106-0032, Japan

Tel: (81) 35562 1700 Fax: (81) 3 5562 1705

Contact: Christian Mancini  E-mail: cmancini@savills.co.jp

Savills - Korea

Savills Korea

11/F Seoul Finance Center, 84 Taepyungro-1-ga,
Chung-gu, Seoul, Korea 100-768

Tel: (82) 2 2124 4114 Fax: (82) 2 2124 4166
Contact: Hokyu Lee  E-mail: hklee@savills.co.kr

Savills - Malaysia

Savills Rahim & Co

Level 17, Menara Uni. Asia, 1008 Jalan Sultan Ismail, 50250
Kuala Lumpur, Malaysia

Tel: (60) 3 2691 9922 Fax: (60) 3 2691 0096

Contact: Robert Ang E-mail: robertang@savillsrahim-co.com
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Savills - Singapore

Savills (Singapore) Pte Ltd.

2 Shenton Way, #17-01 SGX Centre 1, Singapore 068804
Tel: (65) 6536 5022 Fax: (65) 6538 5540

Contact: Michael Ng  E-mail: mng@savills.com.sg

Savills - Taiwan

Savills (Taiwan) Limited

17F-1, Exchange Square, No. 89, Sung Ren Road
Xin-Yi District, Taipei, Taiwan

Tel: (886) 2 8789 5828 Fax: (886) 2 8789 5929
Contact: Cynthia Chu Email: cchu@savills.com.tw

Savills - Thailand

Savills (Thailand) Limited

28/F, 990 Rama IV Road, Bangkok 10500, Thailand
Tel: (66) 2 636 0300 Fax: (66) 2 636 0339

Contact: Robert Collins  E-mail: robertc@savills.co.th

Savills - Vietnam

18/F, Fideco Tower, 81-85 Ham Nghi Street,

District 1, Ho Chi Minh City, Vietnam

Tel: (84) 8 3823 9205 Fax: (84) 8 3823 4571

Contact: Brett Ashton E-mail: bashton@savills.com.vn
Office in Hanoi

Savills - Australia

Savills (Aust) Pty Ltd.

Level 7, 50 Bridge Street, Sydney, Australia

Tel: (61) 2 8215 8888 Fax: (61) 2 8215 8899

Contact: Paul McLean E-mail: pmclean@savills.com.au

Offices in Adelaide, Brisbane, Canberra, Gold Coast, Ipswich,
Liverpool, Melbourne, Parramatta, Perth, Sunshine Coast and Sydney.

Savills - New Zealand

Barfoot & Thompson

Level 5, 50 Kitchener Street, Auckland, New Zealand
Tel: (64) 9 307 5523 Fax: (64) 9 3031689

Contact: Peter Thompson E-mail: peter@barfoot.co.nz

Savills - Dubai

Asteco Property Management LLC (Associate)

P.O. Box 1714, Level 6, Capricorn Tower, Shk. Zayed Road
Dubai, United Arab Emirates

Tel: (971) 4 403 7700 Fax: (971) 4 403 7778

Contact: Andrew Chambers E-mail: andrewc@asteco.com

Savills - New York

Savills LLC

599 Lexington Avenue, 36th Floor, New York, NY 10022
Tel: (1) 212 328 2800 Fax: (1) 212 328 2828

Contact: John D. Lyons E-mail: jlyons@savills.com

Savills - Europe

20 Grosvenor Hill, London W1K 3HQ, U.K.

Tel: (44) 207 499 8644 Fax: (44) 207 495 3773

Contact: Jeremy Helsby E-mail: jhelsby@savills.com

Offices throughout the United Kingdom, Belgium, France, Germany,
Hungary, Italy, Netherlands, Poland, Spain and Sweden. Associate offices
in Austria, Greece, Norway, Portugal, Russia, Turkey and South Africa.

A real estate industry leader established over 150 years ago, with over 200 offices and associates worldwide.
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