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COVER STORY

GROWINGA
GREAT CITY

Abundant opportunities in the
Kuala Lumpur city centre office
market

by Afiq Syarifuddin

A city skyline will continuously change
signalling thevibrancy of its dwellers. Itis
now not a competition between nations
but between great cities to flourish and
attract businesses. Kuala Lumpur with
a growing population of 1.67 million
boasts the highest population densityin
Malaysia with 6,891 persons per square
kilometre. With 100% urbanisation
registered, Kuala Lumpur is moving
towards metropolis vibrancy with gusto.

According to the National Property
Information Centre (NAPIC) Property
Market Report 2010, a total of 75.72
million square feet of office space are
available in Kuala Lumpur currently.
From this, 22.83 million square feet
are located within the golden triangle
commonly known as Kuala Lumpur city
centre.

Savills Research’s KL Offices 2H2011
reports new supply of office space in
Kuala Lumpur city centre to exceed 3.52
million sq ft by year’s end, which will
bring the total tally to 26.35 million sq ft
of available office spacein the area.

Due to tenant-favoured market
sentiment that will continue dictating
rental levels in the near future, rental
is expected to experience minor decline
or remain flat. Take up rate for existing
buildings will remain modest in the next
few yearsahead.

In2011 alone, new supply of office space
coming into the market is over 4 million
square feet. This already surpasses
annual average demand of 2 to 3 million
By 2014 an additional 10 million square
feet of office space willenter the market.
Of this, about 4 million sq ft is available
from nine buildings located within the
Golden Triangle.

“Current office vacancy rates stood

healthily at 13%” said Allan Soo,

Managing Director of CBRE Malaysia.
However, he anticipated that the figure
will rise in tandem with incoming supply
with possibility of vacancy going up to
about 18-20%.

Kuala Lumpur office market
registers healthy sales
transactions valued around
RM1.5 billion a year with

average sales pricereaching
RM1,100 psf at aregistered
yield of 6 to 7%

Figure 1: Future Office Supply in Kuala Lumpur City Centre,2Q11-1Q12

Net Iettable - (sq.ft)

The Crest 193,000
Menara Darusalam 188,443
Menara 3 Petronas 840,000
Menara Prestij 540,000
Integra Tower 736,000
Menara Binjai 330,000
Menara Felda, Platinum Park 689,000
TOTAL 3,516,443

Source: Rahim & Co. Research
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Nonetheless, office rent has remained
steadyand prime buildings are leasing at
RM7 to RM7.50 psf. Prime office rental
and capital values in the KL city centre
have risen slightly throughout 1Q 2011
indicating that the general market will
remain stable, given the projected five
tosix percenteconomicgrowth this year.

Notably, 800,000 square feet of office
space in KLCC Tower 3 that is due for
completion in 2012 has led the way for
rents of around RM11 psf. Other city
centre buildings, such as Vista Tower,
Menara Dion and Menara IMC have gross
askingrents circa RM8 per sq ft.

The Kuala Lumpur office market registers
healthy sales transactions valued
around RM1.5 billion a year. In area with
concentrated transportation network,
averagesales pricereaching RM1,100 psf
at a registered yield of 6 to 7%.Menara
BanklIslamlocated onJalan Perak within
KL Golden Triangle is the only office
building completed in 2Q2011 offering
355,000sq ft of net lettable area.

On the institutional front, sale of the
notable transactions in 3Q2011 is the
600,000 square feet Cap Square Tower
from Bandar Raya Development Berhad
(BRDB) to German institutional fund
Union Investment Real Estate in July
2011 at RM440 million.

(continued next page)
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Moving forward, Malaysia has always
beenknownas the moderate democratic
nationwithlittleunrestandtension.The
federal governmentrecently announced
additional pro-business policies with
the goal to attract more institutions
and corporations to set up business in
Malaysia, especially Kuala Lumpur.

Recentlyannounced in Malaysia Budget
2012, the government proposed 100%
income tax exemption for a period of 10
yearsandstamp duty exemptiononloan
andserviceagreements for KLIFD-status
companies with a view to accelerate
the development of Kuala Lumpur
International Financial District (KLIFD).

Tofurtherentice these would beincome-
generators, mega-infrastructural project
undertaken to improve connectivity
within Greater Kuala Lumpur. The MRT
project is scheduled to be completed
by 2017 and expected to exponentially
drive office worker population into the
city centre.

AllanSoo added that MRTis the solution
to encourage tenants to occupy office
blocks in the city centre with poor
connectivity previously. Itisvital for the
MRT project to get off the ground soon
and complete on time.

Malaysian government
announced additional
pro-business policies

with the goal to attract
more institutions and
corporations toset up
businessin Malaysia

Figure 3: Current Office Occupancy Rate in Kuala Lumpur City Centre,2010

Location Occupancy Rate (%)

Golden Triangle 84.0
Central Business District 87.7
Within City Centre 74.0
Suburban 81.8
AVERAGE 81.2

Source: NAPIC

With the Eurozone crisis escalating due
toprotracteddiscussions of EU proposal
by Greece, the Western market is seen
asvolatile and appears to edge US more
towards more uncertainties. The Arab
Spring uprising and precariousness of
the Middle Eastern region have also
channeled astute investors towards the
emerging markets namely South-East
Asia.

Figure 4: Total Existing Stock and

Future Supply of Office
Space in Kuala Lumpur
Submarket, 2010
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This is evidenced through Asia Pacific
ex-Japan nations positive growth in
their economy, mainly driven by MNC'’s
relocating their bases to a cheaper
market. Coupled with ever-ready young
and capable workforce.

“Kuala Lumpur will definitely benefit
from this as our rental is still quite
cheap regionally and accommodation is
availabile. One clear benefit will come
fromoutsourcing businesses”said Allan
Soo.

To further elevate Kuala Lumpur’s
positionasaglobalcityandasevidenced
under the Economic Transformation
Programme, the government has set up
Invest KL to attract 100 multinational
companies to set up their regional
headquartersin the city by 2020.

Proper and successful implementation
ofallaboveinitiatives provide thedrivers
to ensure continuous take up of office
space through 2014. The onus is on all
industry players to ensure efficiency in
the KL city centre office supply to cater
to future demand and create a vibrant
capital out of Kuala Lumpurcity.l



SPOTLIGHT

DESIGNING
MALAYSIA

Founding Partner In-Charge of
VERITAS, David Mizan Hashim
shares his view on Malaysia and
moving forward

by Afiq Syarifuddin
David Mizan Hashim is the founding
partner of VERITAS, one of the leading
architectural and design practices in
Malaysia.

VERITAS was established in 1987, not
long after David’s graduationin 1986. To
date, his projects and even his personal
profile has been featured widely in
local and international media, an active
speaker at numerous conferences
and forums, his essays have also been
published in sources including The
Encyclopedia of Malaysia.

Attributing his success to the Tun
Mahathir era of explosive growth for the
nation, VERITAS’ growthis almost, if not,
an exact reflection of the rise of Kuala
Lumpur and Malaysia over the past 20
years.

Property Quotient (PQ) managed to sit
down with David this month, amidst
his globe-trotting schedule, and pick his
brain on how to make Kuala Lumpur a
better place, design-wise that is.

PQ: Inyouropinion, what does it take to
design a city? What does Kuala Lumpur
need to do more in the future?

David Hashim: The problem with Kuala
Lumpur (KL) is that our decision-makers
have for too long dragged their feet on
solving its biggest issue. It’s simple but
complicated because it is multi-modes
but it’s easy to say in one word what is
the problem with KL, transportation.

At almost 70% Malaysia already has
quite a high degree of urbanization,
but for the city to survive we need
transportation - otherwise there will be
gridlock. So, projects like the MRT (Mass
Rapid Transit), which we are involved in
as the architect, should have started a
long time ago.

But | don’t think that we have to rely
purelyonhigh costsolution like MRT. We
could look at simpler solutions like BRT
(Bus Rapid Transit) and zoning solution
like in Singapore. Then, of course we
can have rules on the number of people
in the car, like they have in the US and
Indonesia.

Once you have agood metro, you have to
startdoingother things-like controls of
the cars, increase the road tax, make the
parking expensive then you’ll get people
tosays let take the MRT instead.

We also have to improve the bus. | never
takethebusherebutinNY people always
takethebus,why?It’sair-conditioned, it
ison time, you can always get a seat and
evenifyouhavetostandit’sniceandyou
got space. So, these are the challenges
of the city and it’s good to see that the
government is moving to that direction,
a lot more need to be done, that’s the
solution.

PQ: With the mushrooming of GBI-
certified Grade-A office buildings in the
Kuala Lumpur vicinity, how would this
benefit the Kuala Lumpur Office market?
What are furtherimprovements that we
want to see happen?

David Hashim: The whole paradigm of
sustainabilityisenteringthe mainstream
whereinthe pastitusedtobesomething
that only the conscientious architects
and developers would really care. But
now with policies already rolling out,
incentives introduced and education
to the general public; it’s seen more as
something good for the country.

Nowadays, all my clients want
buildings with GBI, Green Mark or LEED
certification;andit’sgoingtochangeour
city because basically buildingis going to
be betterand consume less energy.

However here’s the thing, the mass
marketisnotconvinced that theyshould
aimmore for this.So, whiletheeducation
is there, people still aren’t willing to put
their money where their mind is. A lot of
things have to change; subsidies have to
bedroppedandthenthethingswillmake
more sense.

But | don’t think there’s a connection
betweenwhetherthebuildingsare green
versus whether the occupancy will be
there. Office space will always be office
space, people will need it so it doesn’t
matter whether it’s green or not. It’s
important whetheritisgreen butit

won’t affect the rental income. It will
affect the rental price but it wouldn’t
affect the occupancy.

PQ: You recently concluded the design
for Rawang-lpoh Electrification &
Double Tracking Stations. What are your
thoughts on the Malaysia’s push for more
inner-city connectivity and the need for
more efficient public transportation
system?

David Hashim: As acity becomes crowded
and Greater Kuala Lumpur swells to 10
million people by 2020 according to the
government transformation plan, you
can’t have that many people living in the
innercity. They’llbelivingin GreaterKuala
Lumpurand as far as Ipoh and Seremban.
What you need is not just good inner-city
system; you also need to have inter-city
system.

Withthedouble tracking project,itisnow
feasible to live in Kuala Kubu Baru (KKB)
and work in KL. You can get the 7.30am
train from Kuala Kubu Bharu (KKB)
station which is not far from the old KKB
town, where you can park there and ride;
beinKLSentral by 8.15amand at work by
9am. So, you can live in KKB and work in
KL, no problem.

Youknow inAustralia, they live 60km from
Sydney. Peoplewhoworkin New York City
live in New Jersey which is a 45 minutes
train ride. And usually in these train
rides they can do their work, or read the
paper. These people can be productive.
As we move to developed nation status,
we must become like that - like the
Australians, AmericansandalsoJapanese.

(continued page 7)



SPECIAL REPORT

“THE BEST
OF PENANG”
PROPERTY
SHOWCASE

i

by Michael A. David

Every quarter, Malaysia Property
Incorporated (MPI) brings together the
cremedelacreme of property developers
to participate in joint events better
known as “The Best of Series”. These
events are usually area specifice.g. Best
of Cyberjaya.

On the 17th of September 2011 MPI
launched “Best of Penang” at its
Malaysia Property Gallery located in
Shenton Way Singapore. The weeklong
event was designed to showcase some
of the up and coming developments on
theisland.

The launch was officiated by Datuk
Lee Kah Choon, Director of Penang
Development Corporation and
Chairman of Invest Penang and graced
by the presence of Malaysian High
CommissionertoSingapore, Dato’Hussin
Nayan. Other guests of honour included
CEO of MPI, Mr Kumar Tharmalingam
and Dr. Jason Teoh Poh Huat, Director of
Henry Butcher Malaysia (Penang).

Thisshowcase hosted 3 majordevelopers
who offered a mix of property comprising

both landed and strata units. Plenitude
Berhad showcased Bayu Ferringhi which
was sold completed with the Certificate
of Completion and Compliance (CCC),
MTT showcased Tropical Hillside Villa
and the Prince of Wales International
School. Selangor Dredging Berhad
showcased By The Sea - a freehold sea
front development located in Batu
Ferringhi.

Figure 5: Participating Developer’s Project Profiles

Plenitude Berhad

Price
(RM’million)

-Bayu Ferringhi Jan 2009 1.735-2.311 3 storey semi-detached
0.915-1.335 Condominium

MTT Properties

-Tropical Hillside Villa 1H 2012 3.5onwards 2storeyvilla

-Botanica.CT,Phase 3 June 2010 0.62 onwards 3 storey teracce house

-Prince of Wales n/a n/a n/a

International School

Selangor Dredging Berhad

-By The Sea TBA (currently n/a Condominium

open for previews)

Source: Company data

Besides the developer showcase, visitors
were treated to informative seminars
by Dato Lee Kah Choon who spoke on
the investment and economic outlook
of Penang, Dr Jason Teoh who provided
investors with an update on the Penang
property market and Mr Gavin Tee who
spoke on the ever changing Malaysian
real estate market.

With such a line up of speakers the
seminar room was literally overflowing
with eagerinvestors hopingto pick upon
investment opportunities and valuable
updateson the property market.

With the success of the Best of Penang
showcase it is obvious that the island
holds a special place in the portfolio
of Singaporean investors. With good
capital appreciation, rentalyields, award
winning designs and natural beauty. The
island of Penang is likely to remain on
the radar of Singaporean investors for a
long time. W

For more events, visit our
Malaysia Property Gallery in Singapore:

= 4th.10th November2011:
Mayland Berhad

For more information please contact
Michael A. David:
michael@malaysiapropertyinc.com
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EYEING
JAPAN FOR
REAL ESTATE
FDI GROWTH
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by Hazrul Izwan

Since the establishment of diplomatic
relations in 1957, Japan and Malaysia
have already cultivated positive and
amicable partnership both at the
official level and the private level. Thisis
evedenced by strong bilateral trade and
direct investment from Japanese firms
to Malaysia.

During the “Japan: Latest Updates Post-
Tsunami” Luncheon Talk organised by
Malaysia Japan Economic Association
(MAJECA) on 12th September 2011, Mr.
ShigeruNakamura, the new Ambassador
of Japan to Malaysia expressed his
concern that Malaysia is in competition
with countries like Indonesia, Thailand,
Vietnam and others in wooing Japanese
investors. With presence of three
Japanese banks to provide trade finance
and fund-raising services, advisory
capabilities and other key financial
services are important to support the
growing numbers of Japanese companies
operatingin Malaysia.

The aftermath of natural disasters
in Japan has not affected major
Japanese investments to Malaysia. The
investments recorded post-tsunami are

increasing.Currently more than 1,400
Japanese companies across Peninsular
Malaysia, Sabah and Sarawak,
representing more than 60% located
within Greater Kuala Lumpur vicinity.
Apart from established conglomerates
and businesses, a large number of
Japanese have resided in Malaysia since
1980s. AccordingtoJapanese Consulate,
9,142 Japanese residents were recorded
in Malaysia. These are made up of
businessman and long-stay travellers,
either with permanent resident’s
status or are Malaysia My Second Home
(MM2H) participants.

Malaysia appearstobe)apan’slong-stay
travellers’ preferred destination and
has previously dominated the top of the
rankings from 2006 to 2008 as reported
by Long Stay Statistical Survey.

Promoting Malaysian real estate
opportunities to the Japanese market is
a natural progression from the existing
strong bilateral relations. A developed
markets around the world become more
sophisticated and expensive, investors

A developed markets
around the world become
more sophisticated and
expensive, investors

are looking to diversify
their portfoliosona
global scale, seeking risk-
adjusted markets with
higher return

Figure 6: Average Real Estate Yields in Asia, 2010

Market Grade A Office

Retail (%)

Residential (%) Industrial (%)

(%)

Bangkok 3.5-45 6.5-7.5 4.0-4.5 8.0-9.0
Hong Kong 31 4.2 3.0 6.8
Jakarta 8.1 4.4 10.0 8.0
Kuala Lumpur 6.3-6.8 7.0-7.9 6.0-7.7 n/a
New Delhi 10.0-12.0 10.0-12.0 2.5-3.0 11.0-13.0
Seoul 7.0-8.5 6.0-7.0 1.0-15 8.0-9.0
Singapore 4.8 6.1 2.7 53
Shanghai 8.0-10.0 10.0-12.0 8.0-10.0 8.0-10.0
Taipei 3.8-4.5 4.0-5.0 n/a 4.0-5.0
Tokyo 3.5-4.0 3.5-4.0 5.5-6.5 5.3-5.8

Source: CBRE

Figure 7: Number of Japanese
Affiliated Companiesin
Malaysia by sector,
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are looking to diversify their portfolios
on a global scale, seeking risk-adjusted
markets with higher return. The time is
right to promote Malaysian property
to Japanese with Malaysia’s residential
being among the “cheapest” in the
region, averaging about USD145 per
square feet. This is coupled with 7.7%
annual return, indicating its ability
to offer a relatively higher yield at a
competitive price.

Moving forward, the participation
from foreign institutional investors,
expatriates, long-stay travelers and
businesses into Malaysia’s property
industry is essential to boost the real
estate FDI inflows.While the real
estate FDI growth model is viewed
as a two-edged sword that acts as
a catalyst of growth as well as a
contributor to more volatility in the
system. Nonetheless, Malaysia comes
with strong fundamentals backed by
a decisive central bank, young and
English speaking demographic as well
as a government open to liberalisation
measures.

Japaneseinvestors,amongstothers,can
beassured of Malaysiaasaninvestment
prospect.l

Recent MPl eventsin Kuala Lumpur:

= 4thQctober 2011: Asia Pacific Real
Estate Association (APREA) Malaysia
ChapterLaunch

= 17thOctober 2011: Malaysia Real
Estate Market Update & Introduction
to MIPIM Asia



NEWSFLASH

c R EAT I N G T H E Figure 8: Performance Radar, 2011-2012

FOUNDATION
FORA
FINANCIAL
MARKET

Accordingtothe World Competitiveness
Report 2011-2012, Malaysia reached
21°t position, registering improvements
across the board.

Among the major improvements in
performance is Malaysia’s financial
market development which behind
Singapore and Hong Kong, making
Malaysia one of the preferred financial
hub especially for sukuk issuance.

Onanothernote, Malaysiastill has alot
of room forimprovement, particularly in
itsinefficient government bureaucracy,

(from page 4)

PQ: Heritage and cultureis said to define
a city. How do you think is best to deal
withdilapidated heritage-rich structures
against the economical advantage of
modern and more efficient skyscrapers?
David Hashim: Every city needs to
have heritage, as without the past we
wouldn’t know who we are and we’ll be
lost goinginto the future. Wheneverlgo
visit great cities, like Paris for instance,
there is evidence of Paris in different
eras as each have different styles. You
can trace the history of that city just by
looking at different parts.

Thus, | think it is important for Kuala
Lumpurto have buildingsrepresentative
of the different periods so people can
enjoy the city.

However, | disagree that we preserve
every lousy building built in 1950 just
because it’s built in 1950. It has to be a
quality building of that period and

Institutions

Innovation

Business
sophistication

Market size

Technological
readiness

Financial market
development

Infrastructure

Macroeconomic
environment

Health & primary
education

Higher education &
training

Goods market
efficiency

Labor market efficiency

Legend:
Source: WEF-GCI

restrictive labor regulation, policy
instability and corruption.

Malaysia also needs to pay close
attention to the overall quality of its
infrastructure, including health and
educationpillarsinordertogaininrank.

importantly it also has to have some
function in today’s world. | don’t believe
in preservationas buildings can’t be kept
in a glass box. | believe in conservation
where you keep useful buildings and
adaptively reuse them as museums or
office buildings.

PQ: As a closing statement, what is a
“Malaysian design’? Is there a need for
one?

David Hashim:You leave the hardest
question to the last. It’s something
that | have struggled on in my 25 years
of practice. One of the things that make
Malaysian uniqueisourdiversity, we'rea
bit of a “rojak” culture and we should be
proud of that.

Malaysian architecture cannot be
defined by Malay “kampung” houses or
Chinese shop-lots or Indian temples or
western English architecture from the
colonial period only. In other words, we
are all these things together. In some
projects we express some things more
than the others, but we try to make it
more diverse.

—QO— Malaysia =—O=— Efficiency-driven economies ==O==Innovation-driven economies

As we move towards becoming more
innovation driven, Malaysia will need
to concentrate on its performance in
innovation and technological readiness
pillars.ll

Then, of course because Malaysia has
a unique climate with our sun and
humidity, when we adapt our buildings
to our environment, we’re actually
making it Malaysian.

And the other factor is constructing
with local materials, local timbers and
local stones. When we built a 40-storey
buildingin KLSentral called One Sentral,
we put Cengal on our facade. All the
steels used are not from Malaysia, as we
don’t produce steel. Even the glass, we
didn’t make it here. But this Cengalgrew
in the jungle here. So, then we can say
- this is a Malaysian building as we use
Malaysian materials.

For more information about VERITAS,
visit http://www.veritas.com.my
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FEED-IN
TARIFF

IN NEW
DEVELOP-
MENTS

Towards a more sustainable living

by Afiq Syarifuddin

Moving towardsbecomingahighincome
nation,akeyissuetoaddressisreducing
the country’s energy consumption.
Malaysia’s energy costs are still
subsidised and it is a huge cost to the
government. Thus, corporations have
tobeproactiveandstart thinkingabout
ways toreduce total energy cost to trim
the nation’s expenses, and eventually
make Malaysia more competitive.

One method to do so is incorporating
solar photovoltaicsystemscomprised of
photovoltaic cells, devices that convert
light energy directly into electricity.

Building Integrated Photovoltaic
(BIPV)isthe buzzword used to describe
multifunctional solar products that
generate electricity while serving
as construction materials. BIPV
can also contribute to enhance the
facade of a building’s design as it can
be aesthetically integrated into the
building from the initial stages or
retrofitted to an existing building.

Feed-in Tariff (FiT) is a mechanism that
prioritises electricity generated from
indigenous renewable energy resources
to be purchased by power utility firms

at a fixed premium price for a specific -

duration. The FiT scheme has proven
successful in accelerating renewable
energy deployment, reducing carbon
emissions and creating jobs in many
countries, namely the United Kingdom,
Germany, Thailand and Taiwan.

Figure 9: Cost Breakdown for Average Domestic Electricity Tariff

Susidised Fuel for
Power Generation
38%

Source: MBIPV

In April, the Malaysian Parliament
passed the Renewable Energy Act 2010
and Sustainable Energy Development
Authority (Seda) Bill. The latter will
oversee the implementation of the Act
and manage the FiT mechanism.

“Nonetheless, the cost of the film is
still very expensive and although the
government has some grants and will
deploy the FiT system this December,

Feed-in tariff scheme
has proven successfulin
accelerating renewable

energy deployment,

reducing carbon emission
and creating jobsin many
countries

Transmission &
Distribution Cost
20%

Customer Service
Charge

16%

FiT Cost
1%

the cost of installing photovoltaic is
still high and people will not install it
because thereturns took too long” says
David Hashim, the Principal of Veritas
Architects.

DrTanLoke Mun, theownerof Malaysia’s
first platinum rated GBI residence,
mentioned that to have a PV system
that is rated 5kWp costs RM100,000,
which would generate possible earnings
of up to RM700 a month through FiT

system.

However, he cautioned those intending
to purchase such systems to choose a
competent contractor as to avoid the
PV modules being blown off by strong
winds or causing leaks to the existing
roofing. PV modules are designed to
last for two to three decades, and are
typicallywarrantied foratleast 20 years
on the power output factor.

Figure 10: Feed-in Tariff Utilisation Projection until 2025

Annual Solar Quota
<1MW (MW)
(MW)

2011 9

Annual Solar Quota
for Residential

Cumulative No. of
Homes

No. of Homes/
annum (eg. 5kW/
home)

45 900 900
2013 13 6.5 1,300 3,300
2015 17 8.5 1,700 6,500
2017 21 10.5 2,100 10,500
2019 28 14.0 2,800 15,700
2021 37 18.5 3,700 22,700
2023 47 235 4,700 31,500
2025 80 40.0 8,000 45,500

Source: MBIPV




IN ANUTSHELL

HEIGHTENED
INTEREST
IN PRIVATE
EQUITYTO
SOUTHEAST
ASIA

by Grace Chang

Similar yet different to previous crises,
the Great Recession ‘07 proved to be a
worthy opponent, leaving the US and
Eurozone struggle to pick up the pieces
of theirbroken economies. This crisis has
now shifted sentiments toward Asia.
Now, private equity funds are taking
the extra mile to go beyond China and
Indiaandinto Southeast Asia - the next
investment destination.

Malaysia is one of the sub-regions
in Southeast Asia that has shown
good property investment prospects.
According to a study by Urban Land
Institute, Kuala Lumpur ranked 15th in
thelnvestment Prospect Ranking. It also
obtained 25th place in the “Investable
Universe in Global Market Context”
study by Heitman, proving to be quite
transparentinits transactions globally.

Data by Bain & Co. shows that Malaysia
is doing particularly well in attracting
private equity. Private equity funds this
year have a more positive sentiment
towards Southeast Asia. There has been
ahugeincrementofinvestmentinterest
in Southeast Asia jumping from 7% in
2010 to 19% in 2011, almost triple the
initial value.

Figure 11: Which Asian Markets Do You

Find Attractive?
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The Bain Survey finds that nearly three-
quartersof therespondents expect their
funds’ deal activity to increase and also
to inject more money into their future
transactions. Nearly 70 per cent forecast
that they will invest as much as US$100
million annually over the next two to
threeyears, more than twice anticipated
in the previous year.

Within Southeast Asia, Indonesia and
Singapore are prime targets of investor
focus with expectations of a bullish

5
trend from 23 per cent and onwards.
Furthermore, 15 per cent expressed -

optimism about PE’s prospects in
Malaysia and Vietnamin 2011.

Figure 12: Percent of mentionsin Top 3
(%) markets for 2011
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Here we can observe that there is still
heated competition between Malaysia
and its neighbours. Singapore is among
the preferredinvestment target markets
inSoutheastAsia. The countryisthetop
investment hub in the region and has
strongeconomic fundamentalsin terms
of services, political stability and ease of
doingbusiness.Singaporealsohasanew
limited partnership fund that is fiscally
transparent for tax purposes, further
enhancingits attractiveness for funds.

Indonesia is another prime target as it
is Southeast Asia’s largest market and
is experiencing a demographic dividend
phase, indicating growing domestic
demand. Notable fund raising can be
seenthrough the Quvat Capital Partners
Il fund and the North Star fund that
together have raised more than USS1
billion for deployment in private equity
investments last year.

To remain competitive, Malaysia has
already taken some necessary steps.
Firstly, the 30 per cent Bumiputera equi-

Figure 13: Returns on Asia Property
(local currency) in 2010
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ty condition has been relaxed in some
sectors since 2009. The Economic
Transformation Programme (ETP)
plans are also being implemented to
enhance property value within Greater
KL/KV and reduce the cost of doing
business. Steve Forbes, chairman and
editor-in-chief of Forbes praised these
plans as there has been evidence of
efficientimplementation, seen through
increased foreign direct investment to
the country. Additionally, negotiations
for Trans-Pacific Partnership (TPP) are
under way in order to improve economic
integration with Asia-Pacific economies
through similar trade rules and to
expand market access.

Malaysia is also poised to have a
promising futureincommercial property.
According to a recent edition of IPD’s
Pan Asia Return Research (PARR), office
property (47% of the Asia databank)
show high returns with a rebound of
4.7% since 2010. The research draws
on income and valuation data for 3,641
real estate assets in 175 investment
portfolios across Asian countries.
Unleveraged return on direct property
investments in Asia increased from
-0.9% t0 6.4% in 2010. This amounts to
an income return of 5.3% and a capital
return of 0.9%. Malaysia scores a total
return of 11.4%, far above the average.
The four year total return from Asian
property was 5.6% perannum on a local
currencies basis, 11.4% for the USD
investorand1.2% fortheinvestortaking
theirreturninYen.H



GRAPHICALLY SPEAKING
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EXISTING SPACE & OCCUPANCY RATE FOR
COMMERCIAL BUILDINGSASAT 2Q 2011

PURPOSE BUILT-OFFICE
(Private Buildings)
Other states
14%
State Occupancy Rate
L 0
Kuala Lumpur 78.9
Pe;;ng Selangor 76.0
Johor 73.0
f%’z/‘:’ Penang 73.0
Sabah 85.6
Others 42.1-96.7
Average 78.8

Selangor

17%

Source: NAPIC

TOTALEXISTING SPACE
12,361,314 m?
SHOPPING COMPLEX
Kuala
Lumpur
20%
Other states
Occupancy Rate 25%
(%)
Kuala Lumpur 83.3
Selangor 88.1
Johor 712
Penang 63.8
Selangor
Sabah 83.7 lang
Others 71.7-98.3
Average 80.1

Source: NAPIC

TOTAL EXISTING SPACE
10,776,927 m?




CROSS-BORDER QUERIES 11

LOOKING FOR
INVESTMENT

Malaysia Property Incorporated (MPI) receives foreign investor queries on an ongoing basis. For any parties interested to
pursue these investment requirements, please contact the MPIl team.

““

3Q2011

Landbank, Singapore 10acres and above of freehold land Klang Valley
Developmentrights to built alogistic park (Shah Alam, Bukit Raja)
Landbank, Singapore Mixed development with medical Klang Valley, Johor, Penang
Development JV component, medical resort
e.g medical themed service apartments,

2Q2011

Landbank, Seoul, Korea 20 acres, KL City Centre

Developmentrights

Asset acquisition

Shenzen, China

mixed development

Golf course with land for
residential development

Greater KL vicinity

Landbank, Singapore Industrial park development Greater KL vicinity,
Developmentrights (size TBA) Iskandar region

Landbank, Jakarta, High-end residential development Greater KL vicinity,
Development JV Indonesia (size TBA) Iskandar region

Asset acquisition,
Development JV

Landbank,
Developmentrights,
Development )V

Kuala Lumpur,
Malaysia

Shaanxi, China

Commercial development opportunities,
Grade A office en-bloc

Mixed development land
or construction

Greater KL vicinity

Kuala Lumpur or
Johor Bahru

Landbank, Bangalore, 12-15acresoflandin KL forJV Greater KL vicinity
Development )V India to build school &boarding facilities
1Q 2011
Construction JV Seoul, Korea Infrastructure projects with Nationwide

Minimum Return Guarantee
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ABOUT US

Malaysia Property Incorporated is a Government initiative set
up under the Economic Planning Unit to drive investmentsin
real estate into Malaysia.

As the first port-of-call for real estate investment queries,
Malaysia Property Inc. connectsinterested parties through

an extensive network of government agencies, private sector
companies, real estate firms, business councils and real estate-
related associations.

MPI has two core objectives; to create international awareness
and to establish connections between foreign interests and
Malaysianreal estateindustry players, ultimately contributing
toreal estateinvestmentsinto the country.

For furtherinformation and
up-to-date tracking of Malaysian real estate data, visit:
www.malaysiapropertyinc.com

For further enquiry, write to:
info@malaysiapropertyinc.com

Disclamer: This report contains information that is publicly-available and has been relied on by Malaysia Property Incorporated on the basis thatitis accurate and
complete. MPIis not liable if the case proves to be otherwise. No warranty or representation, express or implied, is made to the accuracy or completeness of the

information contained herein, and the same is submitted subject to errors, omissions, change of price, rental or other conditions, withdrawal without notice, and to any

special listing conditions imposed.



