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WHAT NEXT

GLOBAL ECONOMIC OUTLOOK  2018

OIL
The Oil market stands bullish in 2018 due to strong demand from ASEAN/China/India/EM. 
Apart from there being the premise of two possible production cuts in 2018, geopolitical 
risks and the fact that a weaker US Dollar make commodities expensive also plays an 
important role. Oil will be trading between $60 and $87 per barrel. At the time of this 
publication, oil was trading at $67 on 26th February 2018. It’s good to note that oil has 
touched an all time high in the month of January at which it was flirting around $70 per 
barrel. 

GOLD
Uncertain policies of the global central banks has made gold favourable for sophisticated 
investors. Gold is expected to be trading between $1300 and $1700 per oz due to higher 
economic uncertainty, higher inflation, policy uncertainty by various government and a 
strong demand from China, Russia, India, Germany, Kazakhstan, Sri Lanka, Saudi Arabia, 
Jordan, Iran and Japan.

MARKET SPEAKS 
In the first two weeks of February, the market demonstrated a huge correction pattern that 
clearly showed that valuations are not as per the market expectation. The market can in 
fact, foresee further adjustments of 20 – 30% as US 10 year T-bills will be hovering around 
4% along with inflationary pressure and higher interest rates globally. The market has lost 
$1.7 trillion from the period of 2nd February to 8th February. We foresee the market will 
make further adjustments and sophisticated investors need to be cautious while taking 
long position in the equity and the bond markets. As for the topic of Bitcoin, regulators will 
be quickly jumping in and creating new rules of the game for the Bitcoin outlook. 
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Demand for oil will touch 
98 million barrels per day 
which will lead to higher 
oil prices trading between 
$60 – $87 per barrel.

In 4 days of February, the 
market cap lost $1.7 
trillion. However, this is 
seen as a good 
opportunity to take 
position in value stocks. 

The US economy is still in the sub-par growth leading to many question marks for global investors as the political 
uncertainty is causing a huge drag on the economy. On the other hand, Europe is showing hints off recovery with 
growth finally coming out of the woods. China is leading from the front in the global economic recovery mode. One 
Belt One Road Initiative has become the only infrastructure winning strategy to spur growth globally. High speed 
trains have become the new obsession for many economies to keep growth trajectory on the upsurge. 

The US Dollar will continue to stay weak by 5-8% in 2018 due to policy uncertainty in the US government having a large 
impact on its status. Geo political risks are also giving the US Dollar a new challenge as the Petro-Yuan will challenge the 
supremacy of the US Dollar in the energy market. 

In the last forty five days, the ringgit has shown remarkable strength against the US Dollar as it has moved from 4.04 to 3.92 
showing an appreciation of 3%. Moving forward the Ringgit is expected to be trading between 3.75 and 4.25 in 2018 due to 
several factors which include strong economic confidence, political stability, higher oil prices as well as being an important 
player in the One Belt One Road Initiative.
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Rent levels and growth varies substantially by capital city, depending on the balance of supply and demand.
Strong house and unit price growth in Sydney and Melbourne will keep many renting who may prefer to buy.
First home buyer demand is important because it creates demand for entry–level properties, facilitating broader demand by encouraging 
current occupiers to upgrade through the value chain. As a result, incentives have often been put in place to promote first home buyer 
demand during times of market weakness.
Despite strong house price growth and reduced affordability, the strength of the New South Wales economy relative to most other states is 
retaining population, with the state’s net outflow to remain low at an average 11,200 per annum in the three years to 2018/19.
In some instances, selected properties in individual markets are likely to be positively geared, particularly as many purchasers can obtain a 
discount off the current standard variable rate.

The eastern seaboard office markets experienced a stellar year in 2017. 
Effective rents grew by double digits across most markets (Table 4) with Sydney and Parramatta CBDs leading the charge, up +26% and 
+25% respectively for prime assets. 
Both markets are expected to perform strongly in 2018 as they continue to benefit from low vacancy and positive demand supported by 
infrastucture investment.
Sydney markets (especially the CBD, Parramatta and North Sydney)  to outperform with strong rental growth benefiting from a robust NSW 
economy and minimal supply.
Melbourne will continue to record the strongest take-up in 2018 helped by population growth of  2.7%pa. While supply is expected to ramp 
up from FY19+, strong demand should continue to support rental growth over the next 6-12 months.
Brisbane and Perth will see a return to rental growth (albeit mild) in 2018 due to improving state economies, positive demand and falling 
vacancy rates

Consumer sentiment has risen over the past few months to reach its highest level in four years in January.
While the retail environment remains challenging, the retail sector appears to have benefitted from 
improving sentiment.
Retail turnover growth jumped a record 1.2% in the month of November 2017 based on ABS data, well 
above the typical average for that time of year. The results was helped by sales of new electronics such as 
the release of the iPhone 8 and iPhone X as well as discounting events like Black Friday.
Amazon officially commenced trading in Australia in December following a soft opening in late November; 
Amazon will continue its steady rollout in the coming years.
The outlook is for mild improvement in retail sales in the medium term as solid jobs growth flows through 
to wages and an improvement in household incomes.
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Whether it’s an aging millennial starting a family, an empty nester downsizing or a divorcee looking for an apartment close to the former 
family home, demand for larger units to accommodate evolving lifestyles is on the rise. We’ve witnessed increased momentum in rent 
growth in larger units as the historical rent per square foot premium of one-bedrooms over two-bedrooms has been eroded. Two-bedroom 
rents in Toronto are now commanding a premium in some neighbourhoods.
A favourable rent-growth environment has driven NOI higher and cap rates lower, resulting in the highest total returns for any property sector 
in the IPD Canada Property Index for the second year in a row at 8.1 per cent for the four-quarter trailing as of Q3.
Looking ahead, rent control in Ontario could exert upward pressure on cap rates but rent growth (to the extent that landlords can access it 
through unit turnover) should help to mitigate these increases. The same is true in landlord favourable markets across the country where 
rent growth prospects should help to mitigate rising interest rates.
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From a macro viewpoint, core retail sales were exceptionally healthy, registering 6.3 per cent growth YTD through September — on pace for 
the strongest growth since 2006. Impressive sales were underpinned by a strong labour market and a weaker Canadian dollar, which 
discouraged shopping south of the border and attracted plenty of tourism spending.
Once thought to be immune to the shifting retail landscape, grocery-anchored retail is appearing to be more vulnerable. While still one of 
the more defensive bets, Amazon’s acquisition of Whole Foods sent shock waves through the industry. A look at recent headlines indicates 
that Loblaw, Metro and Sobeys will all be active this year in making significant investments in home delivery
The extent to which this rapidly changing retail environment is impacting fundamentals depends on the type of shopping centre. 
There is little doubt that the shopping experience will look markedly different in ten years’ time. Being invested in long duration assets, it will 
be critical for managers to stay abreast of the evolving trends and adjust their strategy appropriately. 

Office employment growth has been robust in most major markets outside of Alberta. This demand has bifurcated the trajectory of the 
national office market. Excluding Alberta, class A vacancy decreased 130 bps Y/Y to 5.4% driving upward pressure on rents. Meanwhile, 
Calgary and Edmonton are experiencing near record vacancy levels and there are few signs of any new sources of organic tenant demand. 
Key sectors within the office using employment base continue to register healthy gains. Although employment growth within the FIRE and 
public sectors levelled off in recent quarters, both are up on a year–over-year basis and have posted consistent gains since 2015. Despite 
tepid conditions in the housing market weighing on the financial services sector, FIRE employment managed to add 39,000 jobs over the 
past 12 months and grew by 3.4 per cent (y/y) as of September 2017. 
The tech sector is one of Canada’s fastest growing industries and is playing a crucial role in driving office employment. Office returns 
increased marginally to 7.1 per cent in the four quarters trailing to Q3 2017, 20 bps higher than the 6.9 per cent recorded in the same period 
in 2016. Income returns averaged a healthy 5.1 per cent, while cap rate compression was offset by declining NOI due to weak conditions 
Alberta.  
Toronto and Vancouver continued to provide the best returns for investors, especially downtown where capital appreciation was driven by 
cap rate compression and NOI growth. 
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Sources: Knight Frank, ValuStrat, ArabianTimes
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Dubai residential property prices may rally towards previous peaks in 2018, according to a new forecast from ValuStrat. The report noted that 
prime residential areas will continue to show resilience, following slight improvements in 2017. 
However, the advisory firm said it expects rents to go down further, especially in areas with hand-overs of overdue deliveries.
Developers will be tempted to reduce the size of apartments to make their price tag more affordable in 2018 as finding value for money 
remains a priority for buyers. This trend has already started in locations such as Dubai South, Dubailand and Jumeirah Village Circle and will 
continue this year.
Paul Spargo, Commercial Director, Propertyfinder has mentioned that transactions especially for the middle-income segment are expected 
to remain strong during 2018.
Haider Ali Khan, CEO, Bayut, said he believes 2018 will present more opportunities for buyers and tenants as more inventory arrives on the 
market.“This year was a buyers and renters market, with sales prices and rents sliding across several areas. As we move into 2018, further 
inventory will float on to the market and provide even more attractive opportunities, piquing the interest of a larger base of consumers to start 
considering owning a home in the UAE. The growth in the economy coupled with more affordable housing options, should provide for a 
healthy and positive trend for 2018,” he said.

Reports have noted that Grade A office rents continue to show strong performance, and that the average length of tourist visits to the UAE is 
expected to increase as new attractions open, which could improve hospitality performance. 
Commercial market activity is expected to pick up in 2018, despite this, rental trends are likely to continue at their current trajectory given the 
embedded supply dynamics in place. High occupancy in prime offices (256 AED/sq ft /p.a.) will continue to support rents, which supports 
our view that prime rents will continue to rise, albeit moderately.
Future office supply in Dubai is expected reach 9.13 million sq m and 9.28 million sq m at the end of 2018 and 2019 respectively with likely 
notable completions in 2018 include The Opus in Business Bay (5,200 sq m), Du Biotech Headquarters (34,500 sq m) and the first phase of 
Motorsport Business Park (6,000 sq m).

The weaker macroeconomic conditions and the growth of e-commerce in the UAE in the form of Amazon (Souq.com) and Noon, have 
proved to be a strong headwind for the retail sector in the UAE. However through a range of ‘Super Sale’ promotions, a weaker US dollar and 
continued growth in levels of tourism from more diverse range of source markets means the sector has battled back somewhat. More so, 
demand from international brands to open outlets in the UAE remains strong with the UAE ranking as the 7th most popular destination of 
choice for expansion amongst international retailers, with many preferring Dubai as an entry point into the region. Retail demand in Dubai 
remains strong with many of the prime units with the major retail centres operating at or very close to 100% occupancy.
Despite the challenges of a weaker economic backdrop, the retail sector appears to be cautiously optimistic. The integration of demand 
drivers (within retail areas) such as Ski Dubai (Mall of the Emirates), Dubai Aquarium & Underwater Zoo (Dubai Mall) or more lifestyle 
orientated schemes such as The Beach at JBR or Box Park has meant that the retail sector has remained relatively resilient. It is important 
to note that in the region, given the extreme weather conditions in the summer and the wide range of family entertainment on offer, bricks 
and mortar retail will continue to have a strong presence in Dubai.
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The Real Estate and Housing Developers' Association (Rehda) is optimistic of Malaysia's property sector outlook in the first half of 2018 (H1 
2018) in tandem with the improvements in the country's economic conditions. Its president, Datuk Seri FD Iskandar, said the optimism was 
also based on forecasts of a stronger gross domestic product growth by Bank Negara Malaysia and economists.
In terms on the 2018 outlook, this heavily relies on the second half of 2017 that continued to see developers shifting their focus to the 
middle-income and affordable housing segments to cater to a wider target catchment amid challenges in the high-end market. More 
developers diversifying their target market to other overseas countries / territories such as Singapore, Indonesia, Hong Kong and Taiwan 
following China’s capital control.
The 50% tax exemption on rental income amounting up to RM2,000 a month as announced under Budget 2018, may improve demand for 
this category of investment properties.
Sequels to selected projects were launched at higher pricing but with more discounts. In Johor Bahru, some developers are postponing new 
residential project launches whilst clearing existing stocks by offering attractive discounts and incentives.
Whereas, in Kota Kinabalu the high supply pipeline of residential properties, particularly high-rise units from recently completed and soon to 
be completed projects is expected to exert pressures on the capital and rental market.

Completion of the Sungai Buloh– Kajang [SBK] mass rapid transit line (MRT Line 1) together with the existing LRT and KTM lines improving 
connectivity within the Greater Klang Valley region, we continue to see positive demand for office space in established and upcoming 
decentralised locations along the rail transportation routes. 
The development and infrastructure progression at the upcoming international financial district of Tun Razak Exchange (TRX) is expected to 
revive demand for office space in the KL city. The TRX MRT station is one of the two interchanges between the SBK and the upcoming MRT 
Line 2 (Sungai Buloh–Serdang–Putrajaya [SSP] line).
Kuala Lumpur offers opportunities that parallel other western and regional markets, supported by improving pool of premium and good 
grade office space and transport infrastructure, a multi-lingual educated workforce and competitive cost of doing business amongst others.
With changes in technology supporting flexible working culture, the serviced office and co-working segments are gaining popularity. 
With strong government-led initiatives by MDec, leading to the launch of Malaysia Digital Hub and the Malaysia Tech Entrepreneur 
Programme (MTEP), demand for serviced office and co-working space is expected to grow across a diverse mix of industries and 
professions such as technology start-ups and SMEs. Greater Klang Valley continues to see the expansion of global as well as the emergence 
of local co-working operators.

The retail industry is looking forward to 2018 being a year for greater growth after a year when sale numbers grew marginally. 
Incoming data for Q1 suggests growth continued to be solid in early 2018, with the January PMI moving back into expansionary territory, 
showing business confidence was at its joint-highest in over four years.
According to Retail Group Malaysia, retail sales are likely to grow by 6% in 2018, but it warned such forecast is also “highly dependent” on 
the general election, external economic demand and the performance of the ringgit.
A major operator of convenience stores in the country, MyNews Holdings Bhd is keeping a positive view for the retail industry, especially in 
the food and beverage (F&B) sector.
Meanwhile, the Klang Valley is expected to see 197 malls with a total of 86.2 million sq ft retail space by 2021. Currently, there are 170 malls 
with a total of 62 million sq ft retail space in the market, while the population of the Klang Valley numbers only 7 million to 7.5 million currently.
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OFFICE
In the third quarter, more than 220,000 square meters of additional gross leasable area (GLA) has been added to the total     office stock. Most 
of the new supply was already pre-committed and taken up immediately. The total Prime and Grade A office supply has reached more than 
4.5 million square meters.
Metro Manila weighted average lease rate grew 1.6% quarter-on-quarter and 4.3% year-on-year. The continuous escalation in rates 
demonstrates a robust and resilient office sector.
Vacancy in Metro Manila increased to almost 5% in the third quarter of the year due to the large volume of additional stock introduced during 
the quarter.
Office take-up or net absorption for the whole of 2017 is expected to reach above 600,000 sqm.
Over 3.7 million square meters of office GLA is estimated in the next 5 years. A total of 946,782 square meters of leasable office space is 
expected to be added to the current supply by 2018. Around 409,377 square meters or about 76% of the total upcoming supply will be in BGC.
PEZA approvals are anticipated to pick-up following a more positive outlook in the IT-BPM industry in the coming periods.
More companies in the Philippines are anticipated to adopt the Activity-Based Working setup.

RESIDENTIAL
Immense investor activity, demand for residences near offices and the growing popularity of tourism and staycation propelled the 
performance of the residential market.
The Metro Manila residential condominium sales market remains dominated by mid-end projects, which comprise about 64% of the total 
stock. This is followed by high-end, affordable and luxury projects with 24%, 10% and 2%, respectively.
Overall percentage sold in Metro Manila is 85% from 79% a year ago.
Prices have increased across segments year-on-year and are now at P57,000 to P89,000 per square meter for affordable (7% change); 
P78,000 to P176,000 per sqm for mid-end (6% change); P108,000 to P187,000 per sqm for high-end (4% change); and PHP182,000 to 350,000 
per sqm for luxury (28% change).
More than 52,000 residential units are slated for turnover before the end of 2018.
Emerging business districts to watch out for include the Bay Area in Pasay and Parañaque Cities, and Arca South in Taguig City. Fringe areas 
would remain a viable option for developers due to the limited supply of developable land in CBDs.
Driven by sustained healthy demand, prices are likely to continue increasing next year.

The Metro Manila retail scene remains vigorous with the rising number of retail spaces and continuous entry of local and foreign retailers.
Third quarter retail space take-up was driven mostly by retailers of food and beverages and clothing apparel, comprising 46% and 25% of 
total retail openings, respectively. The remaining portion were under homeware, consumer electronics, department store and supermarket.
Ayala Malls leads the pack with most of the remaining turnovers for the year 2017, including Ayala Malls Marikina Heights, Feliz Town Center 
and Southvale Retail.
An estimated gross floor area (GFA) of more than 182,300 square meters of shopping mall space is anticipated to be turned over before 
yearend. Majority of the expected turnovers are located in Pasig and Bay Area.
Upcoming retail developments in the next 3 years will add an estimated GLA of 630,000 sqm. to the total retail stock. 43.2% of the total 
upcoming inventory is in Pasay City and 15.1% in Muntinlupa City/Alabang, with increments from Pasig, Makati, Taguig and QC.
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In 2018, it is forecasted that mid-end segment will continue to account for the biggest proportion of the market, while high-end and luxury 
segments will observe more considerate new supply, helping the market to develop more sustainably. 
The East and South will continue to be hotspots of the market, with more new launches in districts 2, 7, 8, Binh Thanh such as One Verandah, 
GEM Riverside, Midtown, High Intela, Green Field. Average selling price in 2018 is expected to increase by 3%, with high-end and luxury 
segment showing increase of 5%, and mid-end and affordable segment increasing with a lower rate of 1.5%.
Developers have made efforts to tweak their investment so that they develop products that match the actual demand in the market as 
buyers are becoming smarter and understand the market clearly.
Domestic developers still dominate the market, it said, listing Vingroup, Hung Thinh, Phuc Khang, Khang Dien, Novaland, Thu Duc House, 
Son Kim, CityLand, and Him Lam as some of the major players.
Foreign direct investment would remain the main source of funding for the market

The last quarter of 2017 witnessed improvements in both rents and occupancy rates across all grades due to limited new supply and 
continuous strong demand. 
An estimated 0.8% q-o-q (or 6.8% y-o-y) rent acceleration of Grade A office buildings was recorded with the average net asking rent currently 
residing at USD29/sqm/month. Grade B’s average asking rent also reported an upward adjustment of nearly 1.1% compared to the previous 
quarter and 1.2% compared to the same period last year to achieve USD18.1/ sqm/month. 
Surge in demand for office space in the capital city also helped to push up the average occupancy rate across both grades. 
Grade A’s occupancy rate was up 2.4ppts and 1ppt on a quarterly and yearly basis respectively, reaching 86%; while Grade B experienced 
an improvement of 1ppt q-o-q and nearly 2 ppts y-o-y, staying at 79.7%
Demand for office space in Hanoi is forecasted to remain sustainable on the back of prospect of strong economic growth and increased 
investment capital coming from both domestic and international developers who are trying to grab the remaining prime location in major 
cities quickly.

Thanks to strong inflow of FDI, rising household spending and improving economic conditions, Vietnam has become one of the most 
attractive destinations for retailers in South East Asia. Likewise, Ho Chi Minh City’s economic importance and status as retail hub continues 
to attract a strong development pipeline.
The supply will grow bigger in 2018-2020 with nearly 640,000sm NLA from 13 projects under construction.
The retail sector in Ho Chi Minh City continued to develop along with the increased retail sale of Vietnam. The market performance is positive 
with the market entrance of new F&B and high-end fashion brands
The property market for retail in Hanoi in the last quarter was assessed to be in a relatively healthy status with the moderate increase in 
supply, soft decrease in both demand and asking rent.
The average net asking rents across all segments (podium, shopping center & department store) decreased by 2.0% q-o-q, staying at 
USD32.83/ sqm/month. The average occupancy rate improved by 3ppts, staying at 92%.
Among the three segments, shopping malls recorded the strongest improvement then comes Department stores and retail podiums. More 
and more F& B and fashion brands continue to expand their market. H&M, Zara have opened their stores in Hanoi this year after their initial 
launch in HCM city
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Pictured here is Executive Director Sheila Tan dancing off to the upbeat 
tunes of the IQI Bollywood Splendour 2018 while clad in a beautiful pink 
and cream Punjabi suit that glimmered throughout the evening.

The Maharaja of the evening accompanied by his two noble King’s men. 
We’d like to congratulate Jeffrey Lim for swooping the Best Dressed prize 
in the Male category! Such elaborate effort is truly well deserved.

The core team at IQI Malaysia welcomes in the festivities of the upcoming Chinese New Year 2018 with their vibrant and ferocious red outfits, 
signifying prosperity. Needless to say, it was a prosperous buffet dinner at Sheraton Hotel Petaling Jaya that night!

#IQIMoments


