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WHAT NEXT

GLOBAL ECONOMIC OUTLOOK 2018

Trade war tensions are precarious. Meanwhile, the markets are going up and touching new highs again. Despite 
uncertainty around U.S. President Donald Trump’s economic policies, the possibility of the Fed raising interest 

rates, looming 20 elections in Europe and instability around North Korea, investors are keeping calm and carrying 
on with their investment management.

We at IQI strive to analyze the financial and economic cycle , economic confidence model and geo strategic and 
political movement among various regions to provide solid market intelligence reports to our sagacious and 

sophisticated investors so that they stay ahead of the game in their strategic investment for the long run in the 
global financial markets.
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The stance for the market remains unchanged. We at IQI Global expect oil to be trading 
between USD 60 – USD 87 per barrel. As we write this report, oil is trading at USD 73 per 
barrel (Brent Crude). As always, the major variables contributing to higher prices are 
geopolitical risks, increase in demand and supply constraints especially from Libya and 
Venezuela as well as Iran in the foreseeable future. Weakening of US Dollar also results 
in higher priced commodities. 
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The Trade Wars  has unsettled the apple cart. Both 
the USA and Chinea are trying to get mileage from 
the Trade Wars at the moment - China seems to be 
winning the Trade War.

2 scenarios are expect in this instance. The Chinese Yuan might decrease by 10-15% in 
2018. (as it is already down by 9.29 % YTD as we write this report on 24th July 2018) OR 
the Chinese Yuan might stabilize at  ¥ 7 against the US Dollar which will mean it goes 
down by 12% in 2018.
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On the back of tight supply and good economic health, growth in Sydney’s CBD prime office rent continues to be among the highest 
in the world, with double-digit growth in prime net effective rents over the past two years. Growth is currently at 26 percent, with rent 
on average at $791 per sqm. Vacancy, at 5.5 percent has been stable over the past quarter, but the secondary vacancy rate of 4.9 
percent is the lowest it has been since 2001. This pace of growth is expected to continue into the end of 2018, and beyond that, 
incentive levels - which dropped from 30 to 22 months rentfree, based on a 10-year lease - should stabilise. Face rents are expected 
to increase in line with the 10-year annual average of 4.4 percent.
The demand for WA resources and commodity pricing will be a huge influencer of space requirements by the mining sector. There is 
currently strong investment going into lithium mining and refining, and so this part of the sector in particular could drive demand.
On the whole, however, Perth is becoming a more diversified economy. As such, utilities, information media and telecommunications, 
health, education and food services, are also driving demand. As the economy gathers momentum, organisations are putting 
increasing value on workplaces that enhance productivity.

OFFICE

The number of households living in a rented dwelling across Australia has increased by 1.065 million over the past 25 years, the 
equivalent to roughly 42,600 new rented dwellings per year. In comparison, the number of households who own their dwelling outright 
has increased by less than 270,000 over the same period. The proportion of households in the rental sector now equals the number 
of dwellings which are owned outright (31%). In 1991, the disparity between the two occupancy types was vast, with 41% of all 
households owned outright compared with just 27% of households being in a rented dwelling. 
The growth in rented dwellings has accelerated over the past five years, with the 2016 ABS Census recording a compound increase 
of 52,770 new rented dwellings per year since 2011, outstripping the formation of households which are either owned outright or with 
a mortgage (44,670 combined per annum). 
These figures highlight wider demographic and economic trends which have become common across Australia over the past five 
years. Lower interest rates and the rise of interest only mortgages, coupled with a greater awareness of negative gearing tax policies 
has made investment into residential property more appealing to “mum and dad” landlords or investors. 

RESIDENTIAL

According to the Australian Bureau of Statistics (ABS), between June 2016-June 2017 the Greater Melbourne residential population 
increased by 2.7% to reach 4,850,740, while employment increased by 6.0% between December 2015- December 2017 to reach 
2,342,305. Furthermore, total inbound international tourism numbers for Victoria (Tourism Research Australia) increased by 16% to 
reach 2.9 million over the 12 months to December 2017, with Chinese tourists leading the influx.
In these cases, while rents have come back yields have remained unchanged as investors still view these areas as premium 
locations—an example is Chapel Street where yields have remained in the range of 4.5%-5.5% in the last year. Along prime strips 
with low vacancy there has been some yield compression associated with the promise of high tenant demand—an example is Church 
Street where yields have compressed from 4.0%-4.5% to 3.5%-4.0% in the last year. As at June 2018, gross rents along prime retail 
strips range between $400/sq m (Pucklet Street, Moonee Ponds) to $800/ sq m (Glenferrie Road, Hawthorn).

RETAIL
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Ottawa is observing a significant increase in city building projects, condominiums and multi-use developments. Phase I of the LRT is 
scheduled for delivery mid-2018, with Phase II beginning shortly thereafter. In addition, a new central library and civic hospital 
campus are in the planning stages, along with numerous condominium developments along Preston Street.
Many of these proposed developments are located west of the downtown core, which may provide another “city centre” for Ottawa.

RESIDENTIAL

Supported by a strong Canadian economy, the Toronto downtown office market continues to become increasingly competitive on a 
global scale. A market that is traditionally driven by FIRE sector industries has recently experienced tremendous activity from the 
technology sector, creating record lows in office vacancy rates. 
As the technology sector continues to grow, office vacancy rates are expected to remain low, particularly within brick-and-beam 
building stock.
The largest office transaction of 2017 was Shopify leasing 325,000 sq. ft. at the old Export Development Canada building at 234 
Laurier Avenue West. Shopify and the rise of urban tech has helped change the conversation of commercial real estate in Ottawa 
from one that was exclusively based around the federal government to that of an emerging tech-hub in Canada. As more tech 
companies mobilize into the downtown core, this leading-edge tenant has the potential to change the landscape of downtown Ottawa 
in 2018 and beyond.

OFFICE

The departure of Sears as an anchor tenant from the Canadian retail market left three locations across Ottawa vacant at the end of 
2017, including St. Laurent Shopping Centre in the East where it occupied 149,000 sq. ft. As the retail industry faces increased 
pressure from the rise of ecommerce, how landlords position their properties to remain competitive will be the narrative going 
forward. Redevelopment projects for the Westgate Shopping Centre and Gloucester City Centre have been announced, which may 
help move these centres into the new retail era.
The retail market will continue to undergo a transformation as online demand peaks, however, the traditional defensive grocery 
anchored centre remains a steadfast investment for most institutions. Urban retail in Montreal’s Central Business District will continue 
to outperform with tenants looking for the best the location to maximize pedestrian traffic and exposure, resulting in rising rental rates. 
Meanwhile, centres with the potential for increased density are undergoing redevelopment, with a focus on residential.
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The time is certainly ripe for those looking at property investments in Dubai with many off-plan developments offering a more 
cost-effective option for those on a budget. With tighter regulations coming into place, the risks previously associated with investing 
in off-plan projects in Dubai don’t pose an issue any longer.
One of the most talked about off-plan projects in Dubai has been the ambitious Dubai Hills Estate by master-developer Emaar. With 
the Dubai Hills mall approaching completion, the project is well on its way to becoming one of the sought after communities to invest 
in the property market in Dubai.
MBR City, Akoya Oxygen, Dubai South City and Dubailand continue to attract interest from Dubai real estate investors.
The Al Reem sub-community in Arabian Ranches attracted the most amount of investor interest. The lowest price for a 3-bedroom 
villa for sale in Al Reem is AED 1.65M, which is considerably lesser than the average across the community. The price for 4-bedroom 
villas here starts at AED 2.3M and 5-bedroom villas are listed for a minimum of AED 2.9M.
Other popular communities to buy villas in Arabian Ranches include Saheel, Palmera, Mirador and Alvorada.

RESIDENTIAL

As the market continues to adjust to a lower level of overall requirements, much of the activity we are recording stems from 
‘rightsizing’. 
Rising costs, spawned by higher inflation levels, which have been exacerbated by a weaker US dollar and the introduction of VAT, 
have meant that many business remain nervous to expand, whole others continue consolidate operations, driven by risk aversion 
and persistent global economic risks. Indeed, inflation in Dubai rose to 2.7% at the end of January up from 1.5% at the end of 
December, the highest level recorded since April 2016.
While overall conditions may seem flat, landlords are not yet at the stage where large discounts and extensive incentives need to be 
offered. While absorbing the 5% VAT costs does not appear to have been considered by landlords yet, this may well emerge as an 
option should the weakness linger into 2019.

OFFICE

According to the A.T. Kearney Global Retail Development 2107 Index, the UAE is ranked fifth among developing countries for retail 
expansion worldwide. Around 717,000 square metres of new retail space is expected to be added in Dubai by 2018, while Abu Dhabi 
is forecast to see a supply increase of 467,000 square metres over the same period. All of this has continued to provide an 
environment where shoppers are still happy to spend.
Euromonitor International noted that the value of UAE's retail sector stood at $56.6 billion at the end of 2016, and that the UAE's retail 
sales turnover is expected to exceed $71 billion by 2021. Recent data from LinkedIn showed that the UAE's fastest growing 
industries over the past 15 years have been the retail and hospitality sectors. 
Dubai's retail market, in particular, is projected to grow 5.6 per cent during 2018 to 2021, with retail sales reaching Dh160.7 billion by 
2021, a study by the Dubai Chamber found. The size of the Dubai retail market grew to Dh128.45 billion in 2017, accounting for 
around 67 per cent share of the UAE's total retail market size. Dubai accounted for around 49 per cent of all shopping malls in the 
UAE, followed by Abu Dhabi with 36 per cent.

RETAIL
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There were several notable office related announcements in 1H2018. In KL City, the Ministry of Finance (MoF) has taken control of 
the soon to be completed skyscraper known as The Exchange 106 at Tun Razak Exchange (TRX). The MoF, via MKD Signature Sdn 
Bhd, has acquired a 51% stake in Mulia Property Development Sdn Bhd which is developing the 3.42-acre TRX land from Indonesia’s 
Mulia International Ltd, a subsidiary of Indonesia’s Mulia Group. Honeywell, a global leader in connected buildings, has been 
awarded a US$14 million (RM54.7 million) contract to supply smart building technologies that include complete security and building 
management systems for the iconic PNB 118 Tower. 
Malaysia Pacific Corp Bhd (MPCorp) is in the midst of negotiating with The 21st Metallurgical Development (M) Sdn Bhd (T21) for the 
redevelopment of Wisma MPL at Jalan Raja Chulan. Both parties have agreed to incorporate a joint venture (JV) company to acquire 
the shop lots and office units in Wisma MPL. 

OFFICE

In 1Q2018, a total of 216 condominium / apartment units changed hands in Wilayah Persekutuan Kuala Lumpur, marginally lower 
when compared to 4Q2017 which registered 238 transacted units. Post-election, there appears to be an uptick in enquiries from 
potential buyers due to renewed confidence in the newly elected Government. 
In the mass housing market, there is a plausible return of buyers and investors as they actively look for good deals ahead of the 
anticipated recovery in the property market. The three-month tax holiday period effective 1st June is also positive for the property 
market. The zero rating of the Good and Services Tax (GST) is expected to boost the commercial sub-sector as buyers purchasing 
commercial properties during the tax holiday period pay 0% GST.
Thus, we expect to see more activities in this market segment. As for the housing sector which is already GST exempted, there will 
not be significant price movement in the short term. In the primary market, with more developers going on countrywide roadshows to 
promote recently launched products and to clear existing property stock by offering rebates and better promotional packages, we 
expect sales to pick up albeit slowly. 

RESIDENTIAL

The review period saw the opening of two shopping centres with a combined NLA of about 450,000 sq ft and the closure of Ampang 
Park shopping centre (256,319 sq ft NLA) for the construction of the Ampang Park Mass Rapid Transit (MRT) station under Line 2. 
This brought the cumulative supply of retail space in Klang Valley to circa 57.5 million sq ft.
The recent completions are The Shoppes @ Four Seasons Place Kuala Lumpur and Evo Shopping Mall in Selangor. The Shoppes 
@ Four Seasons Place Kuala Lumpur, which officially opened on 15th May 2018, forms part of a larger integrated development 
comprising a hotel and branded residence components.v
Meanwhile, Evo Shopping Mall in Bangi made its debut on 19th January 2018 with four retail levels spanning across 250,000 sq ft. 
Moving forward, Malaysia Retail Association has revised upwards its full year forecast from 4.7% to 5.3%. The Government’s decision 
to zero rate the 6% Goods and Services Tax (GST) from 1st June augurs well for the retail industry. The 3-month tax holiday pending 
the implementation of the Sales and Services Tax (SST) on 1st September is expected to increase demand for goods and services. 
The SST, on the other hand, may spur spending with lower prices for necessity goods.
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OFFICE
Alveo Land’s strata-titled High Street South Corporate Plaza Tower 1 in Fort Bonifacio (38,192 sq.m. in GLA) also opened this 
quarter. In addition, Ri Rance Corporate Center 1 in Bay Area is now operational, bringing Bay Area’s total office inventory closer to 
550,000 sq.m. The new building is performing exceptionally well at a low vacancy of 2%. 
Notable building completions in the fringe areas include Circuit Corporate Center 1 (47,104 sq.m. in GLA) and Circuit Corporate 
Center 2 (25,604 sq.m. in GLA) in Circuit Makati and the Greenfield Tower (43,697.57 sq,m. in GLA) in Greenfield District 
Mandaluyong.
Makati CBD still commanded the highest lease rate among the Metro Manila CBDs at PHP1,308.44 per sq.m., up 3.85% from the 
same period in the previous year. Fort Bonifacio stood out in the first quarter for registering the highest YoY rental growth of 13.86%. 
The addition of two prime-grade buildings has significantly pulled up the weighted average rent in the district to PHP1,082 per sq.m., 
following Makati in the lease rate rankings. Rising rents were likewise evident in the other Metro Manila business Average rents in 
the business districts of Quezon City increased by an aggregate of 11.39% YoY to PHP843.90 per sq.m

RESIDENTIAL
Metro Manila was identified as one of the world’s hottest cities in The Wealth Report 2018. The Philippine’s significant economic 
momentum and positive property dynamics were recognized as factors creating sizeable investor interest around the world. With 
various infrastructure projects planned, Metro Manila is growing into an impressive regional hub and a destination for global real 
estate investment.
Investor demand became more evident as a major demand driver of the residential condominium sector, with the massive investment 
activities pushing the demand for residential properties at a significantly faster pace. Overall monthly take-up in Metro Manila during 
the quarter averaged 27 units coming from 22 and 18 units in the previous quarter and year, respectively. In terms of unit absorption, 
approximately 91% of the total supply has already been absorbed by the market in the first quarter. This is a notable improvement 
from the previous quarter’s record of 89% and last year’s figure of 76%.
Aside from business expansions, Chinese nationals are likewise attracted to the huge projected returns of condominium investment 
in the country. The Chinese have a large buying and investment capacity.

Metro Manila shopping mall developers are quick in responding to the increasing 
demand of mall goers for a different and brand-new shopping and retail experience. 
This is partly due to the imminent threat of e-commerce and online shopping but 
mostly because of the evolving lifestyles of the consumer market. 
Robinsons Galleria in Ortigas Center recently unveiled the renovated and expanded 
wings, and food court area of its more than 20-year-old shopping mall. Both the mall 
façade and interiors were likewise upgraded to give the guests a totally different feel. 
At present, the scenic elevators are being improved to complete the overall mall 
experience. 
Moreover, Samgyupsalamat and Cabalen are upcoming restaurants highly 
anticipated by the dining market. The Shangri-La movie houses (Shang Cineplex) 
are presently being renovated to boost the fun and entertainment aspect of the mall 
experience. New restaurants have already been added to increase the dining 
options available within the mall.
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Total stock was over 1.6 million m², stable QoQ and up 1.8% YoY. Over the past five years, stock has grown at an average 5.9% pa.
Average gross rents increased 2.4% QoQ and 4.3% YoY whereas average occupancy was stable QoQ and up 0.6 ppts YoY. Grade 
A registered the most improved occupancy while Grade B saw the most improved rent.
2H/2018 will welcome 10 new projects supplying nearly 155,000 m², all fitting out and mostly located in the West. In 2019, another 
120,000 m² from 12 new projects is expected to come online.

OFFICE

Total stock from 50 projects decreased -3% QoQ but rose 13% YoY due to new launches, renewed units and a deactivated project. 
From 2018 onwards, 1,860 units from 15 projects are expected to become available.
Average occupancy was stable QoQ and down -3 ppts YoY. Average room rates (ARR) increased 1.3% QoQ but dropped -2.2% YoY. 
Cau Giay had the highest rent US$32/m²/mth while projects in Hai Ba Trung had at the highest occupancy at 96 percent. In 1H/2018, 
registered FDI to Ha Noi lead nation with US$5.9 billion, 59% higher than the inflow to HCMC.
In Q2/2018, eleven new projects and next phases of 31 projects launched 9,760 units, up 77% QoQ and 43% YoY. The primary 
supply was 28,000 units, up 17% QoQ and 14% YoY.
Sales were up 31% QoQ and 11% YoY. Absorption rate increased by 3 ppts QoQ but decreased -1 ppt YoY to 27 percent. The 
average asking price was US$1,160/m², down -7% QoQ and         -12% YoY.
Grade B accounted for nearly 60% of total share, followed by Grade C with 38 percent. In 2H/2018, more than 14,300 units will enter 
the market from 20 projects, most of which are Grade B and Grade C.

RESIDENTIAL

Total stock was approximately 1.3 million m², up 0.6% quarter-on-quarter (QoQ) and 4.4% year on year (YoY) from the entry of the 
first shopping centre in Hoang Mai district providing 6,500 m².
Average ground floor gross rent increased 8.6% QoQ and 9.8% YoY while occupancy was stable QoQ and up 7.1 ppts YoY. The 
shopping centre segment had the most improved performance.
In 2H/2018, 11 new projects will enter the market, cumulatively providing 98,000 m². Some projects with significant scale over 
100,000 m² are scheduled to launch in 2019.
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Pictured here are the amazing achievers we have amongst our IQI Warriors. IQI! IQI! IQI!

The camaraderie showcased by 
our amazing team dawning “I 
<3 IQI” t-shirts was something 
be proud of. Well done team, 
we could not have done it 
without you!

How proud are you when you 
look at this? IQI �ags �ying 
high and mighty during the 
IQI Convention.


