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Asia Pacific Economy & Property Market
A Decade After the Asian Financial Crisis: A Stronger 
Region Emerges
Dr Jane Murray 
Head of Research - Asia Pacific

It is a decade since the onset of the 1997 Asian Financial 
Crisis, and the regional economy is once again booming. 
Aggregate output ex Japan is forecast to grow by around 
7 per cent this year, the fastest clip since 1996. Japan has 
also well and truly turned the corner, and is expected 
to grow by close to 3 per cent in 2007, compared with 
an average of 1.1 per cent over the last decade. Regional 
currencies have rebounded from their crisis troughs and 
– with the exception of the Japanese yen – are now trading 
at close to pre-crisis levels. Asset prices have also staged 
an impressive recovery. In many of the Grade A office 
markets, real rental and capital values (i.e. nominal values 
adjusted for inflation) are close to, or have surpassed, 1997 
levels. 

Amid this expansionary phase, concern has been raised 
in some quarters as to whether regional economies 
and property markets are heading towards a period 
of unsustainable growth similar to that preceding the 
Asian crisis. We set out to answer this by comparing key 
economic and market fundamentals in 1997 and 2007.

The anatomy of the crisis
Asia’s undoing in 1997 was the result of a number of 
factors including poor financial regulation, excessive 
foreign currency borrowing and fixed exchange rate 
regimes. The combination of these factors led to major 
imbalances including over-investment, current account 
deficits and accumulation of foreign debt. As the crisis took 
hold, the meltdown spread from Thailand to Indonesia, 
Malaysia, the Philippines and South Korea; even Hong 
Kong and Singapore were not spared (Figure 1).

China, India, Japan and Australia were less affected by 
the turmoil, shielded by the sheer size of their economies. 
Additionally, China and India benefited from strong 
government control while Australia’s previous reforms, 
including financial sector restructuring, helped it to 
weather the fallout. Japan’s economic downturn at the time 
was in greater part related to the bursting of its asset price 
bubble in the early 1990s.

Ten years on, the regional economy has resumed its 
rapid expansion, assisted by structural reforms to 
financial systems as well as favourable cyclical factors. 
The economies that were most impacted by the crisis 
– Indonesia, South Korea, Malaysia, the Philippines and 
Thailand – are each expected to notch up GDP growth 
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Figure 1:  Real GDP Growth

Source: Economist Intelligence Unit, July 2007
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Figure 3:  Bank Lending Rates

Source: Economist Intelligence Unit, July 2007

Figure 2:  Consumer Price Inflation

Source: Economist Intelligence Unit, July 2007
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of at least 4% this year. However, in a recent report, the 
Asian Development Bank points out that their trend rate 
of growth is still lower than in the first half of the 1990s. 
The Bank suggests several areas for improvement, chief 
amongst them the current low levels of investment1. 

Conditions conducive to improved investment
The crisis resulted in under-utilised capacity and high rates 
of joblessness. Investment, measured as a percentage of 
GDP, is still low compared with the pre-crisis level in the 
worst affected Asian countries, with the exception of South 
Korea. However, unemployment and capacity utilisation 
rates have improved significantly. In the real estate sector, 
vacancy rates in many office markets have fallen to the 
extent that existing space may not be sufficient to cope with 
continuing expansion of the service sector. These factors 
should encourage more construction and other forms of 
investment.

Lower inflation and interest rates
One major difference between the economic environment 
in Asia Pacific now and ten years ago is the improvement in 
inflation, which has slowed from an average of 6.9 per cent 
in the period 1991-1996 to a projected 2.8 per cent in 2007 
(Figure 2). Relatively stable prices in the region, as well as 
globally, have enabled central banks to maintain unusually 
easy monetary policy, allowing interest rates to stay low. 
Average bank lending rates in the region have fallen from 
around 11 per cent in mid-1997 to 7.8 per cent in 2007 
(Figure 3).

Solid external payments position
One of the most dramatic turnarounds since the crisis is 
the improvement in external sector fundamentals. Each of 

the affected countries in Asia now has a current account 
surplus and expanding international reserves, which 
has significantly reduced the likelihood of an externally-
induced financial crisis. The fixed exchange rate regime 
has also been replaced by floating currencies, with the 
exception of Hong Kong whose dollar remains tied to the 
greenback.

Economic growth momentum set to continue
Overall, the regional economy is in better health than 
during the run-up to the Asian Financial Crisis and 
certainly in comparison to any time since the crisis. 
Looking forward, the same set of current economic 
drivers including globalisation, relatively low interest 
rates and rising wealth are likely to drive growth over 
the short to medium term. Inflation remains a concern, 
particularly in China and India, whose continued rapid 
growth brings with it the risk of overheating. On balance, 
though, we expect strong real growth to continue and 
inflation to remain manageable.

Regional property markets ten years ago
Strong economic expansion during the first half of the 
1990s saw corresponding levels of demand for real estate 
throughout the region. Leading up to the Asian Financial 
Crisis, many markets, with the notable exception of 
Tokyo, were trading at historical highs. Strong underlying 
occupier demand and declining vacancy rates led to an 
increasingly confident development market. Projects 
became more and more speculative in nature as local 
currency loans pegged to the US dollar enabled access 
to cheaper overseas money. At the same time, capital 
values were climbing in most markets as investor demand 
escalated.

1	 ‘Beyond	the	Crisis:	Emerging	Trends	and	Challenges’,	Asian	Development	Bank	(2007).

Key Performance indicators

Source: Economist Intelligence Unit, July 2007

GDP (%) Prime Lending  
Rate (%)

CPi (%)  Employment 
Growth (%)

Retail Sales 
Growth (%)

industrial 
Production (%)

2007F 2008F 2007F 2008F 2007F 2008F 2007F 2008F 2007F 2008F 2007F 2008F
Hong Kong 5.6 5.3 8.2 8.4 2.0 3.2 2.3 1.6 2.8 2.4 -1.7 -0.3

China 10.5 9.6 6.6 6.9 3.0 3.0 1.1 1.1 11.6 12.6 16.1 14.3

Taiwan 4.4 4.5 4.2 4.7 1.2 1.2 1.1 1.1 5.7 2.0 3.8 5.6

Japan 2.7 2.2 2.1 2.7 -0.5 0.3 -0.4 -0.5 1.8 1.3 2.6 1.6

South Korea 4.3 4.8 6.0 5.8 2.4 2.5 0.7 0.7 2.4 1.7 3.9 4.5

Philippines 6.0 5.6 9.5 9.3 2.9 3.4 7.2 3.3 4.7 4.8 5.0 5.5

Singapore 5.0 4.4 5.3 5.3 0.9 1.1 0.2 1.5 4.8 2.5 5.0 5.4

Malaysia 5.9 5.8 6.5 6.5 2.4 2.4 2.3 2.3 5.4 2.8 3.3 5.2

Thailand 4.2 4.9 6.6 6.4 2.6 2.1 1.4 1.2 0.1 4.8 6.0 5.0

Indonesia 6.3 6.0 12.8 12.3 6.5 6.2 2.0 2.1 5.7 4.8 5.0 4.7

India 8.5 8.0 11.5 11.3 5.9 5.2 2.3 2.3 5.9 7.0 11.2 8.8

Australia 3.5 3.0 9.8 9.7 2.5 2.8 1.6 1.1 0.3 3.1 4.5 3.1

New Zealand 2.8 3.1 12.6 12.3 2.2 2.2 1.5 1.3 1.5 2.6 1.1 2.0

Vietnam 8.4 8.1 11.5 11.7 7.2 6.9 2.8 2.5 6.3 5.6 17.2 16.2

World 3.4 3.3 NA NA 2.8 2.9 1.6 1.5 3.4 3.2 NA NA
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Most markets were impacted soon after the onset of the 
crisis, with those in North and South East Asia being 
most severely affected by the economic fallout. Generally 
weaker occupier demand led to diminishing leasing and 
sales activity, which coincided with a significant pipeline 
of speculative supply. This demand-supply imbalance 
resulted in a major contraction in rents in many markets 
(Figure 4). Capital values also fell as developers and 
investors found it difficult to raise finance or service pre-
existing debt levels due to tighter lending policies, higher 
interest rates and more prudent credit agencies (Figure 5).

Property markets ten years on
Since 1997, regional economies and property markets 
have weathered additional shocks including the 
dotcom crash and the SARS epidemic. Given all of 
these challenges, the degree to which property market 
fundamentals have improved over the last decade is all 
the more impressive. Additions to stock over the last few 
years have been relatively modest and overall vacancy 
rates have been trending down. Correspondingly, nominal 
rental and capital values have grown strongly in many 

markets, as evidenced by increases over the last twelve 
months (Figures 4 and 5).  

In real terms, most markets, with the notable exception of 
Jakarta, have seen increases in rents over the last decade 
(Figure 6). However, some markets have yet to reach their 
1997 era levels in regard to capital values. In particular, 
real capital values are still lower in Hong Kong, Singapore 
and Bangkok, and lag significantly in Jakarta. Conversely, 
Tokyo has seen a major uplift in capital values, albeit off 
a low base. Most of the run up in Tokyo has occurred in 
recent years, which is consistent with our Global Capital 
Flows research showing that Japanese investment activity 
over the first half of 2007 increased by around 200% on 
2005 levels2.  

More generally, our research reveals that direct 
commercial real estate investment in Asia Pacific is 
continuing to grow rapidly, with cross-border activity 
accounting for an increasing share of the total. This 
surge in investment levels is being driven by various 
factors including favourable economic conditions, higher 
allocations to property and the increasing sophistication 

Prime Residential industrial

Prime RetailGrade A office

The concentric circles represent the estimated length of the current property cycle in each of the respective markets.
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AbouT THE AuTHoR

Dr Jane Murray joined Jones 

Lang LaSalle in 1998 and in April 

2005 was appointed as Head of 

Research - Asia Pacific.  

In this role, Jane leads a 

team of over 100 professional 

researchers in the region, 

which forms part of a network 

of around 250 researchers in 

over 50 countries around the globe. 

The Asia Pacific Research team produces a range of outputs to 

assist the clients of the Firm with their decision making, including 

comprehensive market monitoring and analysis across major 

institutional-grade real estate markets in the region; forecasts of 

key real estate indicators; consultancy projects; thought leading 

research papers on topical issues as well as regular publications.
2	 ‘Global	Capital	Flows	Report,	1H07’,	Jones	Lang	LaSalle,	report	to	be	published	in	3Q07.
3	‘Real	Estate	Transparency	Index	2006’,	Jones	Lang	LaSalle	(2006).

of Asian property markets, including the growth of the 
REIT sector. That said, there is still significant room 
for improvement in property market transparency. 
Our latest Real Estate Transparency Survey revealed an 
improvement in transparency for many countries in 
Asia Pacific, but to date only four are classified as highly 
transparent: Australia, New Zealand, Hong Kong and 
Singapore3. 

Strong tailwinds will continue to power 
property markets
Regional property markets are in better shape than in the 
run-up to the Asian Financial Crisis. Robust economic 
growth will continue to drive demand for office space 
over the next year at least, particularly in the financial 
centres of Singapore, Tokyo, Hong Kong and Sydney. 
Rents should stay buoyant with low vacancy rates and 
only a moderate supply outlook in the short term. Strong 
exports from China, Japan, South Korea and South East 
Asia are contributing to the growth of the industrial 
sector, while low unemployment and rising wealth will 
underpin the retail markets. Coming from a low base, 
retail property in China and India has strong growth 
potential, but other countries including Singapore, 
Malaysia and the Philippines will also benefit from the 
surge in retail spending. The same factors driving retail 
demand are lending support to home buyers, particularly 
in the luxury residential markets of Hong Kong and 
Singapore. Capital market activity is expected to remain 
at historically high levels. In most mature markets we 
do not see yields compressing much beyond where they 
are now. However, there is still some potential for yield 
compression in less mature, secondary markets. 

Figure 4:  Nominal Office Rental Growth

Source: Jones Lang LaSalle, July 2007
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Figure 5:  Nominal Office Capital Value Growth

Source: Jones Lang LaSalle, July 2007
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Figure 6:  Change in Real Office Rents and Capital Values  
 between 1997 and 2007

Source: Economist Intelligence Unit, Jones Lang LaSalle, July 2007
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Grade A office Market

 Vacancy 
Rate (%)

REnTAL VALuES* CAPiTAL VALuES Yield (%)
q-o-q+

(%)
y-o-y+

(%)
USD psm 

pa++
12-month 
outlook

q-o-q+

(%)
y-o-y+

(%)
USD 

psm++
12-month 
outlook

Tokyo CBD 0.6 6.2 21.2 1,362 8.1 42.1 29,550 3.2

Seoul CBD 1.5 0.8 2.9 609 9.8 16.6 6,393 5.8

Beijing 15.5 -0.4 -1.5 322 2.4 2.1 2,774 7.8 - 9.9

Shanghai (Central Puxi) 2.8 3.2 9.6 382 6.5 23.2 4,828 7.9

Guangzhou 26.1 -1.3 0.4 191 2.8 13.2 2,084 8.2 - 10.5

Chengdu 31.1 3.6 7.7 137 1.4 10.7 1,331 10.3 - 12.4

Taipei CBD 12.0 0.3 3.7 260 0.9 12.3 4,922 4.9 - 5.9

Hong Kong Central 3.4 5.7 26.6 1,360 4.9 13.5 15,812 4.3 - 6.7

Singapore 3.2 18.7 116.2 965 19.4 98.3 16,883 5.2 - 5.7

Kuala Lumpur CBD & GT 9.5 1.0 3.0 146 3.7 6.2 1,892 7.5

Makati CBD 5.5 8.1 25.4 170 5.7 22.8 1,590 10.0

Bangkok CBD 11.3 0.1 2.7 201 0.3 2.1 2,483 6.7 - 8.6

Jakarta CBD 18.7 1.2 2.5 107 0.8 3.9 1,340 8.0

Delhi CBD & SBD 3.7 23.5 84.6 835 18.0 86.4 7,256 11.5

Mumbai CBD & SBD 2.1 12.0 60.8 844 9.7 69.2 7,440 11.4

Bangalore CBD & SBD 0.4 6.3 15.7 167 6.6 24.3 1,528 10.9

Chennai CBD & SBD 0.8 5.8 21.1 174 9.6 30.5 1,558 11.2

Hyderabad CBD & SBD 3.0 1.3 25.2 130 1.0 18.3 1,061 11.1

Melbourne CBD 5.7 2.7 10.0 313 5.3 21.9 5,714 5.75 - 6.75

Sydney CBD 7.6 1.0 11.4 499 3.4 15.8 8,574 5.25 - 6.00

Brisbane CBD 0.3 13.0 68.7 592 19.6 68.3 7,780 5.75 - 6.00

Auckland CBD 6.3 5.0 13.7 321 6.5 23.2 4,493 6.25 - 7.50

* Refers to net rent except for Tokyo (gross rent), Singapore (effective rent), Jakarta (effective rent), Melbourne (gross effective rent), Sydney (gross effective rent),   
 Brisbane (gross effective rent), Hong Kong (net rent on GFA), Guangzhou (net rent on GFA), Beijing (effective rent), Chengdu (effective rent), Shanghai (net rent on   
 GFA),  Taipei (gross rents on GFA), Mumbai,(gross rent on GFA), Delhi (gross rent on GFA), Bangalore (gross rent on GFA) , Chennai (gross rent on GFA).
+ Percentage changes are based on local currency of individual markets except Jakarta.
++ The USD exchange rate as at end-June 2007.

Prime Retail

* Rents are net prime rent except Beijing (net effective rent on NLA), Guangzhou (net effective rent on NLA), Delhi (gross rent), Mumbai (gross rent), Bangalore (gross  
 rent) and Chennai (gross rent).
** Capital values are quoted on NLA except for Beijing, Hong Kong, Macau and Guangzhou (all quoted on GFA).
+ Percentage changes are based on local currency of individual markets.
++ The USD exchange rate as at end-June 2007.

 REnTAL VALuES* CAPiTAL VALuES Yield (%)
q-o-q+

(%)
y-o-y+

(%)
USD psm 

pa++
12-month 
outlook

q-o-q+

(%)
y-o-y+

(%)
USD 

psm++
12-month 
outlook

Beijing -0.8 0.2 912 -0.8 0.2 6,435 7.8

Shanghai 0.3 11.2 1,876 0.3 13.2 15,911 11.3

Guangzhou 2.1 7.8 441 - - - - -

Macau (Prime Street Shops) 0.0 1.2 1,655 0.0 1.4 27,128 6.1

Hong Kong (Prime Street Shops) 4.3 7.0 4,642 7.8 4.3 124,109 3.7

Hong Kong (Prime Shopping Centres) 5.2 15.9 4,956 - - - - -

Hong Kong (Decentralised Shopping 
Centres) 

1.6 4.4 2,048 - - - - -

Singapore 0.8 3.5 2,944 2.1 13.7 51,706 5.7

Kuala Lumpur (City Centre) 0.0 0.0 762 0.0 0.0 7,155 8.5 - 12.0

Makati 1.4 10.0 386 2.5 12.5 3,326 11.2

Bangkok -0.9 -2.7 541 1.9 4.2 4,489 11.0 - 13.0

Jakarta 0.0 1.3 492 0.0 -0.5 3,249 15.2

Delhi 12.9 40.0 1,114 7.8 17.1 10,126 11.0

Mumbai 9.1 25.0 955 4.5 26.4 8,719 11.0

Bangalore 7.1 17.2 477 6.5 12.5 4,237 11.3

Chennai 10.8 20.0 229 1.7 2.9 2,069 11.1

Hyderabad 0.0 76.5 477 0.0 73.9 4,243 11.3

Sydney (Regional) 1.2 4.5 1,493 - - - - - 5.5

Sydney (Sub-regional) 1.0 4.3 745 - - - - - 6.3

Auckland 1.8 11.4 1,550 4.4 28.3 23,806 5.50 - 7.00
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Luxury Residential

* Rents are net rent except for Shanghai (gross rent), Beijing (net effective rent) and Jakarta (effective rent).
** Capital values are quoted on NLA except for Beijing, Shanghai, Hong Kong and Macau.
+ Percentage changes are based on local currency of individual markets except Jakarta. 
++ The USD exchange rate as at end-June 2007.

 REnTAL VALuES* CAPiTAL VALuES Yield (%)
q-o-q+

(%)
y-o-y+

(%)
USD psm 

pa++
12-month 
outlook

q-o-q+

(%)
y-o-y+

(%)
USD 

psm++
12-month 
outlook

Beijing (Luxury Apt) -3.6 -9.0 165 5.1 6.4 2,166 7.6

Shanghai (Luxury Apt) -0.3 -3.2 340 5.3 2.7 4,128 5.5 - 7.9

Shanghai (High-end Apt) 0.3 -3.6 185 4.5 0.7 2,781 5.1 - 8.2

Macau (Overall) 0.9 10.1 124 -1.3 8.6 3,390 3.6

Hong Kong (Overall) 3.8 10.1 585 4.4 12.8 18,286 3.2

Singapore 8.6 40.6 446 15.0 51.8 16,743 2.7

Kuala Lumpur 0.0 4.2 139 0.2 11.3 1,746 7.1

Makati 4.3 14.8 127 4.2 16.7 1,728 7.4

Bangkok -2.4 -6.2 113 -0.2 1.1 2,290 4.2 - 5.1

Jakarta 0.7 -3.0 144 0.4 -2.9 1,345 10.7

 BUSINESS PARKS REnTAL VALuES CAPiTAL VALuES Yield (%)
q-o-q+

(%)
y-o-y+

(%)
USD psm 

pa++
12-month 
outlook

q-o-q+

(%)
y-o-y+

(%)
USD 

psm++
12-month 
outlook

Taipei 0.0 - 149 5.0 - 2,394 6.2

Shanghai 2.3 - 149 0.4 - 1,435 10.4

Singapore 30.4 48.4 150 8.7 19.0 1,759 7.5 - 9.0

Beijing 18.0 - 119 - - - -

Chengdu 0.9 - 36 3.2 - 535 6.8

Guangzhou 2.2 - 70 - - - - -

industrial

 LOGISTICS REnTAL VALuES CAPiTAL VALuES Yield (%)
q-o-q+

(%)
y-o-y+

(%)
USD psm 

pa++
12-month 
outlook

q-o-q+

(%)
y-o-y+

(%)
USD 

psm++
12-month 
outlook

Hong Kong 0.1 3.9 112 0.9 5.9 1,601 6.5 - 7.0

Brisbane 4.0 10.7 105 - - - - 7.0

Sydney 2.5 2.9 89 1.9 6.4 1,288 7.1

Melbourne 3.4 2.9 53 - - - - 7.3

Shanghai 1.8 - 54 7.4 - 559 9.7

Tokyo^ 6.6 - 154 13.2 - 2,405 6.4

+ Percentage changes are based on local currency of individual markets.
++ The USD exchange rate as at end-June 2007.
^ Tokyo updates logistic coverage twice per year. As such, the quarterly percentage change is based on half-yearly data.
^^ Chengdu updates manufacturing coverage twice per year.

MANUFACTURING REnTAL VALuES CAPiTAL VALuES Yield (%)
q-o-q+

(%)
y-o-y+

(%)
USD psm 

pa++
12-month 
outlook

q-o-q+

(%)
y-o-y+

(%)
USD 

psm++
12-month 
outlook

Brisbane 0.7 10.8 86 1.1 18.2 1,152 7.1

Singapore 9.5 21.1 80 9.4 23.0 1,308 5.8 - 6.2

Melbourne 0.0 13.3 60 0.0 15.7 824 7.4

Chengdu^^ - - - - - - - - -

Shanghai 3.2 - 33 0.0 - 312 10.6

Bangkok 0.0 - 63 - - - - -

Jakarta 0.8 1.7 4 - - - - -



�0

Are Tier II Cities Taking the Glory Away from Tier I Cities?
Abhishek Kiran Gupta
Senior Manager – Research, Jones Lang LaSalle Meghraj

Tier i cities continue to go from strength to 
strength… 
The Tier I cities of Mumbai, Delhi and Bangalore have 
been the traditional growth centres of the real estate 
sector in India. These cities were the trigger points for 
the sharp growth in real estate that started in 2002 – 2003 
(Figure 1). Each city offered a unique set of attributes 
that fuelled growth across sectors. Mumbai’s diversified 
economy and presence of one of the fastest-growing stock 
exchanges; Delhi’s affinity for shopping and status as host 
city for the 2010 Commonwealth Games; and Bangalore’s 
skilled labour pool and proactive government support 
steered the real estate growth in these cities.

Nariman Point and Fort in Mumbai, Connaught Place 
in New Delhi and MG Road in Bangalore still retain 
their position as the respective city’s premier office 
locations. These central business district (CBD) locations 
have been the preferred choice for major multinational 
conglomerates, state enterprises, leading banks and 
investment bankers. In terms of rental values, the CBDs 
of Mumbai and Delhi are quoting in the range of INR 325-
375 per sq ft per month as of 2Q07. These locations have 
witnessed a rental value appreciation of more than 100% 
over the last 12 – 18 months (Figure 2). 

… but Tier ii cities are fast catching up 
Key micro-market locations in the Tier II cities of 
Chennai, Pune and Hyderabad witnessed rental value 
appreciation of about 40-60% during the same period. 

Rental values in the CBDs of these cities are quoting in 
the range of INR 55-85 per sq ft per month as of 2Q07. 
Consequently, these cities are increasingly becoming the 
cities of choice for IT/ITES firms that are on an expansion 
drive and looking for more cost-effective destinations.

Chennai, known as the ‘Detroit of India’ given the 
significant size of its automobile industry with players 
such as Hyundai and Ford, is now positioning itself as a 
hub for high-end technology industries. Sony Ericsson 
recently announced the development of its handset 
manufacturing unit in the suburbs of Chennai following 
Nokia, which opened shop in 2006. Similarly, the cities 
of Hyderabad and Pune are gradually transforming into 
R&D and bio-tech hubs, supported by high-quality skilled 
labour forces. The presence of high-quality graduates and 
post-graduates with lower salary expectations due to the 
low cost of living in these cities (compared to Tier I cities) 
has been one of the major drivers for growth.

In the next two to three years, Tier II cities will witness 
growth at breakneck speed compared with Tier I cities. In 
terms of quantum and depth of real estate development, 
Tier II cities are about 18–24 months behind their Tier I 
counterparts. 

Delhi, Mumbai and bangalore still have a lot 
to offer in terms of real estate opportunities
Tier II cities in India have all the ingredients for the 
development of real estate hubs. The scale of construction 
in Tier II cities is expected to outpace that of Tier I cities 



��

Jones Lang LaSalle • A
sia Pacific Property D

igest • Second Q
uarter 2007

Source: Jones Lang LaSalle

Source: Jones Lang LaSalle

AbouT THE AuTHoR

Abhishek Kiran Gupta is a senior 

member of the Jones Lang 

LaSalle Meghraj Research team 

based in Mumbai. He manages 

research operations on a Pan-

India level and is responsible 

for the team’s outputs including 

research reports such as topical 

white papers, property market 

digests and bespoke research projects based on specific client 

requirements. Prior to joining Jones Lang LaSalle Meghraj, he 

had seven years of experience in market research, business 

analysis and market strategy consulting, servicing diversified 

industries including pharmaceutical, software publishing and 

insurance. 

because of easier availability of land parcels, lower land 
values and improving infrastructure. Although we foresee 
Tier II cities growing exponentially, the traditional growth 
centres of Delhi, Mumbai and Bangalore still have a lot to 
offer in terms of real estate opportunities. Last year, more 
than 90% of foreign direct investment into the Indian 
real estate market was allocated for development in Tier 
I cities as mentioned in our report ‘Strengthening India’s 
Capital Market – Rising Foreign Direct Investment in Real 
Estate’ released in May 2007. This investment is expected 
to be deployed across multiple projects over the next three 
to four years.

Tier I cities are able to provide opportunities through 
new, upcoming locations that entail lower land values. 
For example, with locations in South Mumbai having 
maximised their development potential, we foresee that 
the next phase of real estate development will be focussed 
in the central suburbs of Parel and Wadala, where a vast 
array of mill lands are proposed to be redeveloped; in the 
north-eastern suburbs of Ghatkopar, Vikroli and Kurla 
along Lal Bahadur Shastri Marg, which will witness seven 
to eight large mixed-used developments in the next four 
to five years; and the north-western suburbs of Malad-
Goregaon. The Dharavi slum project abutting Bandra-
Kurla Complex spanning about 360 acres is expected to be 
redeveloped as a self sustaining integrated township. The 
project is scheduled to take 7-8 years to complete.

As the 2010 Commonwealth Games gets closer, 
development around the city of Delhi, especially on the 
infrastructure and hospitality fronts, is picking up pace. 
We expect rapid development in the suburbs of NOIDA/
Greater NOIDA as the Metro Rail connectivity expands to 
this area, thus capitalising on the shared infrastructure. 
The other large development will be led by the upgrading 
of the existing international airport and the large-scale 
real estate development associated with the project to the 
tune of about 200 acres.

Bangalore is expected to witness large developments on 
the Sarjapur Outer Ring Road (ORR) stretch, which will 
be established as a major secondary business district. 
Triggered by the upcoming international airport in 
Northern Bangalore, we foresee the NH 7 stretch between 
Hebbal and Devanahalli acting as the growth corridor 
for the next decade. The total land bank is estimated to 
be over 4,000 acres, of which 45-50% will be available for 
commercial and infrastructure development.

Tier I cities will continue to have strong demand and 
‘institutional interest’, banking on multiple factors 
such as past property performance, lower market risk, 
presence of Grade A developers, superior infrastructure 
and existing international operators. These cities will 
remain the natural first choice for potential foreign 
investors for the foreseeable future.

Figure 1: Grade A and B Office Stock in Tiers I and II Cities

Figure 2: Average prime office rentals values 2Q07
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Asian Business Parks: Trends and Opportunities for Occupiers
barnaby Martin
Industrial Research Manager – Asia

Research and development parks commonly seen in 
markets of North America and Europe are becoming 
more prevalent in Asia.  This emerging trend across 
the Asia region is occurring because knowledge-
based industries are moving to markets such as India 
and China, business process outsourcing is rapidly 
expanding and the manufacturing sector is moving from 
traditionally strong markets to more emerging markets.  
With increasing rents in CBD locations, the decentralised 
locations of high-tech business parks have become a 
viable alternative to traditional office space and many 
corporations are eager to take advantage of this lower 
rental accommodation.  

The Case for Relocation 
The main reason for relocating to a decentralised facility 
is the overall saving on cost - on base rent as well as 

operating cost. Rental evidence across Asia shows that 
there is a significant cost differential between CBD office 
rentals and high-tech decentralised office rentals. The gap 
between rentals has increased since 2Q06, exacerbated by 
tightening market conditions in most Asian cities  
(Figure 1).

The city in Asia currently displaying the biggest 
differential is Singapore.  In 2Q07, Singapore CBD office 
rents are more than six times as high as high-tech rents.  
The huge difference in rentals has resulted in some 
large MNCs separating their backroom operations from 
their frontline sales/marketing offices and in other cases 
relocating their entire operations to a suburban location.  
Some recent examples in Singapore and other Asian cities 
are provided in Table 1.
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Potential Risks of Relocation
For occupiers, rising office rents in centralised locations 
are a phenomenon which some corporations can choose 
to avoid.  Though occupiers will be rewarded with lower 
rents in suburban office locations, there are inherent 
risks involved in such a decision.  Companies may be 
hit by loss of staff as some workers may not tolerate a 
potentially longer commute and the possibility of poorer 
entertainment and retail amenities.  Therefore, it is vital 
that occupiers fully appreciate the intricacies of business 
park occupation before making such a move.  Indeed 
some companies’ functions may not even qualify for 
business park occupation due to various restrictions 
in place.  For example in Singapore, the 60:40 Urban 
Redevelopment Authority (URA) guideline specifies that 
a minimum of 60% of the gross floor area must be used 
for industrial/business park purposes and a maximum of 
40% for ancillary use.

Business Parks will be an integral part of Asia’s real estate 
and the trend we see of occupiers relocating some or 
all of their operations to a business park is here to stay.  
Indeed, industrial and office markets the world over 
continue to be influenced by this trend and with more and 
more decentralised locations being turned into centres 
for research and development, the concept of business 
parks will become a more important part of the real estate 
landscape moving forward.  Therefore, decision-makers 
in real estate should familiarise themselves with the 
merits and shortcomings of business parks in order to 
ensure that they are in a better position to take advantage 
of this changing market.

Table 1: Selected Asia CBD Office to Business Park Relocations 2007

Source: Jones Lang LaSalle

City Firm Suburban  
Location

Type Size 
(sqm)

Mumbai Standard 
Chartered

Goregaon 
Suburbs

Back office 18,600

Shanghai Fluke International 
Business Park

All 3,400

OCE First Shanghai 
Centre

All 2,082

Singapore DBS The Comtech Back office 9,300

HSBC The Comtech Back office 9,300

Taipei AIG Central 
Insurance

Neihu 
Technology Park

Back office 5,500

Figure 1:   Difference between Asia CBD Office Rents and  
 High-Tech Rents 2Q07

Source: Jones Lang LaSalle
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Delhi NCR: Grade A Office

For the first time, the SBD recorded 
higher rental value appreciation of 
25% compared with the CBD’s 16.7% 
in 2Q07.

Demand 
The CBD remains as the preferred address for MNCs in the Banking, Financial 
Services and Insurance sector. Due to the non-availability of quality Grade 
A space, occupiers were considering Grades B+ and B buildings for their 
operations. The net absorption in the CBD has been nil in 2Q07 with no 
availability of space. Although this indicates low activity in the CBD micro-
market, any office space released in the market is immediately taken up because 
of the host of occupiers ready to move into the CBD at all times.

Market sentiments in the SBD were not any different. This quarter saw very little 
activity in the precinct. The net absorption1  in 2Q07 was zero and vacancy levels 
were stable at 4.2%. 

Key transactions in the quarter include:

Barclays Bank leasing 5,000 sq ft (465 sqm) in Eros Corporate  Tower in Nehru Place, SBD; and

Reliance leasing 17,000 sq ft (1,579 sqm) in Splendour Forum in Jasola, SBD.

Supply
Due to the unavailability of land parcels, the CBD will see no further office 
space development in the foreseeable future. Led by the uninterrupted demand, 
vacancy levels are expected to remain low.

Likewise, the SBD micro-market did not have any new additions to the stock 
this quarter. The CBD and SBD micro-markets have been very quiet in 1H07 
compared to last year. We expect an addition of 1.24 million sq ft (115,571 sqm) 
to the SBD stock in 2H07. These new building completions, located in the Jasola 
and Nehru Place areas, are in final stages of completion.

Asset Performance
The absence of new supply, together with perpetual demand, has contributed to 
the rising rental values in the CBD and SBD precincts. 

The weighted average gross rental values in the CBD and the SBD witnessed 
strong asset appreciation by 23.5% compared with the previous quarter. The 
current average quoted rental values are at INR 350–375 per sq ft per month in 
the CBD and at INR 250–275 per sq ft per month in the SBD.

The SBD rental values rose 25% on a q-o-q basis and outpaced the CBD rental 
growth of 16.7% recorded this quarter, indicating increased popularity of the 
SBD precinct.

12-Month outlook
India’s positive economic condition is expected to continue, leading to an 
increase in business opportunities. This will continue to push up the demand for 
office space over the next 12 months. 

The tight supply in these prime office locations will continue to nudge rental 
values upwards.

>

>

For 2007, take-up, completions and vacancy rate 
are YTD figures. Future supply is for the full year.

* Rental and Capital values are based on GFA

1Total	of	lease	transactions	in	completed	buildings	after	deducting	the	space	vacated	in	the	same	completed	buildings,	
when	both	are	over	a	specified	period	of	time.

12-MonTH ouTLooK

REnTAL 
VALuE

CAPiTAL 
VALuE

2Q07

Vacancy Rate 3.7%

Gross Rent INR 33,903 psm pa 

Capital Value INR 294,518 psm  

investment Yield 11.5%

Growth Rental Value Capital Value

q-o-q 23.5% 18.0%

1 Year 84.6% 86.4%

3 Years 140.1% 205.1%
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Golf  View Corporate Towers, Gurgaon

Delhi NCR: Grade A Office – Suburbs (Gurgaon and NOIDA)

Demand
The Gurgaon Grade A office market was subdued in 2Q07. For the first time since 
2Q05, the suburban market of Gurgaon observed low net absorption of 8,535 sq 
ft (793 sqm) during 2Q07. This market phenomenon is an exception rather than 
a trend. The suburb of Gurgaon, averaging 1 million sq ft of new completions 
every quarter for the last eight quarters, did not see any new Grade A office 
completions in 2Q07. 

After a startling start to 2007 that saw a 26.2% vacancy rate, the suburb of 
NOIDA bounced back with a net absorption of 249,389 sq ft (23,169 sqm) in 
2Q07. The positive net absorption figure has put pressure on the vacancy levels, 
which went down to 17.5%.

Supply
No new Grade A office buildings completions were added to the existing stock 
in Gurgaon. As of 2Q07, total Grade A stock in Gurgaon stands at 12.2 million 
sq ft (1,132,816 sqm). An additional 11.12 million sq ft (1,033,361 sqm), under 
various stages of construction, is expected to be completed by end-2008. The 
completion timelines of these buildings would be largely dependent upon take-
up rates. Based on continuous demand and low vacancy levels, we expect rental 
values to appreciate during the next 3-4 quarters.

No new completions were added to the NOIDA stock during this quarter. 
However, among the upcoming supply, the prominent ones are by leading 
developers, such as Unitech with a built-up area of 1,100,000 sq ft (102,193 sqm), 
DLF with a built-up area of 1,200,000 sq ft (111,483 sqm) and Logix with a built-
up area of 1,200,000 sq ft (111,483 sqm).

Asset Performance
The gross rental value in the suburban market of Gurgaon differs not only by 
occupier type, IT/ITES versus non-IT/ITES, but also by location within the 
micro-market. The average quoted rental values of buildings located on MG 
Road range between INR 125 and 150 per sq ft per month; on Sohna Road, 
between INR 75 and 85 per sq ft per month; on NH8, between INR 115 and 125 
per sq ft per month; and on Golf Course Road, between INR 100 and 120 per sq 
ft per month. The average rental values for Grade A buildings targeting IT/ITES 
and corporate occupiers range between INR 65 and 80 per sq ft per month and 
between INR 110 and 120 per sq ft per month, respectively. Gurgaon witnessed 
a weighted asset price appreciation of 22.4% from INR 85 per sq ft per month in 
1Q07 to INR 104 per sq ft per month in 2Q07. 

Similarly, NOIDA Grade A office rental values rose by 11.5% from INR 45 per sq 
ft per month in 1Q07 to INR 50 per sq ft per month in 2Q07.

Key Leasing Transactions
Ernst and Young leasing 100,000 sq ft (9,290 sqm) in Tower B, Unitech Infospace, Gurgaon;

Business Octane leasing 20,000 sq ft (1,858 sqm) in DLF building 9A, Gurgaon;

CEC leasing 20,000 sq ft (1,858 sqm) in  DLF building 9A, Gurgaon.

>

>

>

The average rental values for 
Grade A buildings targeting IT/
ITES and non-IT/ITES occupiers 
in Gurgaon range between INR 
65 and 80 per sq ft per month 
and between INR 110 and 120 
per sq ft per month, respectively.

* Rental and Capital values are based on GFA

2Q07

Vacancy Rate 4.5%

Gross Rent INR 12,113 psm pa 

Capital Value INR 105,331 psm  

investment Yield 11.5%

Growth Rental Value Capital Value

q-o-q 21.2% 15.9%

1 Year 127.0% 127.0%

3 Years 167.9% 194.3%

12-MonTH ouTLooK

REnTAL 
VALuE

CAPiTAL 
VALuE
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* Rental and Capital values are based on GFA

Demand 
The National Capital Region (NCR), the leader in mall stock, continues to 
command high tenant interest. This is primarily driven by its growing size of 
catchment comprising young employees in the technology sector and also the 
population’s greater affinity to shopping. The retail industry is riding high on 
rising retailer confidence in India; major domestic and international retailers are 
either planning to expand or enter this lucrative market. Due to the  demolition 
drive in 2H06, affected retailers are relocating to malls.

Key transactions in the quarter are:

Nalli leasing 4,000 sq ft (372 sqm) in South Ex II, SBD;

Benetton leasing 2,000 sq ft (186 sqm) in Omaxe, Greater NOIDA, suburbs;

GAS leasing 5,000 sq ft (465 sqm) in Connaught Place, CBD; 

Mustard leasing 1,000 sq ft (100 sqm) in South Ex II, SBD; and

Olive leasing 5,000 sq ft (465 sqm) in MGF Saket, SBD.

Supply
There were no new additions to the stock in 2Q07. Malls that were due for 
completion have been postponed to the next quarter as they aim for better tenant 
profile. As per projected plans of developers, a total of 10.3 million sq ft (963,312 
sqm) entailing 35 malls are to be completed by year-end 2008. 

Asset Performance
The quarter saw marginal increase in rental values of retail space across NCR. 
Rental values for prime locations of Delhi were recorded at INR 350 per sq ft 
per month. Average rental values in the suburbs of Gurgaon and NOIDA were 
approximately INR 275 per sq ft per month, while those in Ghaziabad were INR 
210 per sq ft per month. 

Whilst NCR leads the pan-India mall space development, its high streets, such as 
Connaught Place and South Extension, also continue to be the favoured choice 
for retailers and consumers. This underlines the fact that both malls and high 
streets have their specific catchments and therefore will thrive together without 
cannibalising into each other’s market share.

Vacancy levels in NCR malls moved southwards, averaging about 16.3% from 
19.4% last quarter. Vacancy levels for prime Delhi malls were recorded at 13.6%, 
compared with 13.9% and 20.2% for malls in the suburbs of Gurgaon and 
NOIDA, respectively. Although vacancy rates have decreased, the double digit 
vacancy rate can be attributed to the malls that are less preferred due to strata 
titles and other design, positioning or infrastructure issues.

12-Month outlook
The aggressive expansion plans of domestic retailers and the entry of 
international retailers will ensure that vacancy rates for the prime malls  remain 
low while pushing up rental values. The large volume of retail space in the 
pipeline should provide ample choice to the retailers to position themselves in 
what they perceive will be the successful malls on a sustainable basis. On the 
back of rising demand from retailers, the well profiled stock is expected to be 
readily absorbed, and we foresee rental values to remain firm over the next 12 
months.

>

>

>

>

>

Delhi NCR: Prime Retail

High streets continue to demand 
the highest rentals, with 
Connaught Place commanding 
maximum rental rates.

12-MonTH ouTLooK

REnTAL 
VALuE

CAPiTAL 
VALuE

Growth Rental Value Capital Value

q-o-q 12.9% 7.8%

1 Year 40.0% 17.1%

3 Years 94.4% 112.1%

2Q07

Vacancy Rate 16.3%

Gross Rent INR 45,208 psm pa

Capital Value INR 410,985 psm

investment Yield 11.0%
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* Rental and Capital values are based on GFA

Mumbai: Grade A Office

Demand 
Net absorption volumes in 2Q07 rose by nearly 50% in comparison with 1Q07. 
In contrast to last quarter when only the CBD witnessed a rise in net absorption 
volumes, 2Q07 saw an increase in the SBD Central and SBD North. Major 
demand continues to come from investment banks and multinationals opening 
corporate offices in these micro-markets.

In the absence of any new completions in 2Q07, the average vacancy declined 
from 4.8% in 1Q07 to 2.1% in 2Q07 across the three micro-markets. A revival 
in the pre-leasing activity was also seen compared with the last four quarters. 
About 20–30% of the future supply expected up to 2008 has already been pre-
leased. This is expected to ensure adherence to the completion timelines on these 
projects.

The major lease transactions in 2Q07 include:

Fidelity Investments leasing 1,850 sq ft (172 sqm) in Maker’s Chambers VI, CBD;

KPMG leasing 30,000 sq ft (2,787 sqm) in Kamala Mills compound in SBD Central;

Goldman Sachs leasing 30,000 sq ft (2,787 sqm) in Rational House, SBD Central; and

Avendus Advisors leasing 12,000 sq ft (1,115 sqm) in IL&FS Centre, SBD North.

Supply
No completion was witnessed across the three micro-markets in 2Q07. However, 
a number of buildings are currently ready for fit-outs. Office space fit-outs 
generally take about 3–4 months to be completed before an occupant can 
commence its operation. The bulk of future supply is expected to be completed 
in SBD North, with more than 7 million sq ft (653,903 sqm) currently under 
various stages of construction across the micro-market. The completion 
timelines of these buildings are spread out across 2H07 and 2008. 

Some of the major developments in the micro-market are Maker Towne with 
built-up area of 700,000 sq ft  (65,032 sqm) and Skyline Icon with built-up area 
of 650,000 sq ft (60,387 sqm).

Asset Performance
In 2Q07, the weighted average of rental values across the three micro-markets 
rose marginally by 12%. Individual micro-markets witnessed appreciation in 
the range of 4–16%. The highest increase was in the SBD North, with a rental 
increase of about 16%. In the face of rising interest rates in the economy, the 
average gross yield rose by about 23 basis points in 2Q07.

12-Month outlook
Higher pre-leasing activity indicates higher confidence levels among tenants. 
This new-found confidence is expected to continue in the future, giving a boost 
to the market. We expect ample future supply in the market to support the 
demand predominantly in the SBN North micro-markets of Andheri and Bandra 
Kurla Complex.

>

>

>

>

Higher pre-leasing activity 
indicates higher tenant confidence 
leading to future growth.

For 2007, take-up, completions and vacancy rate 
are YTD figures. Future supply is for the full year.

12-MonTH ouTLooK

REnTAL 
VALuE

CAPiTAL 
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Growth Rental Value Capital Value

q-o-q 12.0% 9.7%

1 Year 60.8% 69.2%

3 Years 125.7% 165.8%

2Q07

Vacancy Rate 2.1%

Gross Rent INR 34,274 psm pa 

Capital Value INR 301,975 psm  

investment Yield 11.4%
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Godrej Coliseum, Wadala

Demand
The subdued start of 1Q07 continues in 2Q07 in the suburbs, with low net 
absorption levels. This low volume of transactions is primarily due to the 
absence of any new building completions in this market since 3Q06. Due to the 
delay in construction timelines over the last year in this micro-market, pre-
leasing1  activity has been slow across all locations in the suburbs in 2Q07. 

The only location to witness high pre-leasing activity in the suburbs was 
Hiranandani Gardens in Powai. Currently, 2.3 million sq ft (216,378 sqm) is 
under various phases of construction in the complex and about 80% of which is 
pre-leased.

The vacancy levels in the suburbs remained stable at 1.2%, a decline of only 10 
basis points compared with 1Q07.

Supply
No completion was witnessed in 2Q07. This micro-market has the highest 
volume of future supply among all the micro-markets of the city across 2007–
2008. About 8 million sq ft (749,711 sqm) is under construction across the 
various locations of the suburban market. The majority of this stock, about 6.26 
million sq ft (581,938 sqm) is expected to be available in 2008. 

We foresee rapid real estate development in the north-eastern suburbs of 
Ghatkopar, Vikroli and Kurla along Lal Bahadur Shastri Marg, which will witness 
seven to eight large mixed-used developments. We will also see rapid real estate 
investment in the north-western suburb of Malad-Goregaon.

Asset Performance
Rental values in the suburban micro-market remained stable in 2Q07. They are 
expected to remain stable at current levels till end-2007. Compared with the 
previous year, rental values rose by 9.1% in 2Q07. The yield was at 11.7%, while 
the capital value was at INR 6,100–6,200 per sq ft.

Major Transactions
The major transaction in 2Q07 quarter includes Microsoft leasing 64,000 sq ft 
(5,945 sqm) in Godrej Coliseum, Wadala. 

Mumbai: Grade A Office – Malad, Powai, Navi Mumbai and Thane

We foresee rapid real estate 
development in the north-
eastern suburbs of Ghatkopar, 
Vikroli and Kurla along Lal 
Bahadur Shastri Marg and 
the north-western suburbs of 
Malad-Goregaon.

* Rental and Capital values are based on GFA

1The	lease	drawn	up	between	the	owner	and	the	tenant,	prior	to	the	completion	of	a	building
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Vacancy Rate 1.2%

Gross Rent INR 7,750 psm pa 

Capital Value INR 66,524 psm  

investment Yield 11.6%

Growth Rental Value Capital Value

q-o-q 0.0% 0.4%

1 Year 9.1% 11.3%

3 Years 53.8% 54.5%
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Mumbai: Prime Retail

Demand 
Transaction volumes fell in 2Q07. The bulk of transactions took place across the 
high street locations of Mumbai.

Retailer formats are undergoing evolution with increasing number of retailing 
chains demanding larger floor spaces across the various locations. A number of 
domestic corporate houses such as Reliance, Aditya Birla Group, Modi Group, 
Tata Group and Essar Group have spun off a retail division to take part in the 
Indian retail boom. In the face of rising rentals in malls and prime high street 
locations of Mumbai, many retailers are opting to lease space in shopping 
arcades and other less prime locations across the city.

Key transactions in 2Q07 include:

Nautica, a high-end apparel brand, leasing 3,000 sq ft (278 sqm) in the high street of 
Churchgate, Prime South;

Gas, a high-end apparel brand, leasing 2,000 sq ft (186 sqm) in the high street of Kemp’s 
Corner, Prime South;

Raymond, a high-end men’s apparel brand, leasing 5,000 sq ft (464 sqm) in the high street of 
Bandra Linking Road, Prime North;

ZOD!, a high-end apparel brand, leasing 1,500 sq ft (139 sqm) in the high street of Bandra 
Linking Road, Prime North;

Art d’inox, a high-end home accessories brand, leasing 1,100 sq ft (102 sqm) in the high street 
of Juhu Tara Road, Prime North.

Supply
Two malls in the Mumbai became operational in 2Q07, adding a total of 350,000 
sq ft of retail space (32,516 sqm) to the existing stock. Milan Mall, a 100,000-sq 
ft (9,290 sqm) mall in Santa Cruz West, Prime North, and Palm Beach Galleria, 
a 250,000-sq ft (23,226 sqm) mall on Palm Beach Road, Navi Mumbai, suburbs, 
were the two completions in 2Q07. Currently, the total mall stock across the 
entire city is about 4.9 million sq ft (454,017 sqm). However, by end-2007, an 
additional 2.9 million sq ft (270,000 sqm) is expected to be opened to consumers. 
In addition, 6.7 million sq ft (622,450 sqm) of mall space is expected to be added 
by 2008 entailing about a dozen malls planned in the suburbs of the city. 

Asset Performance
The average rent across Mumbai’s prime city malls and high streets rose by 9.1% 
q-o-q to INR 350 per sq ft per month. The highest retail rent in the city is in the 
high street of Bandra Linking Road, where average rent witnessed an increase 
of 12.5% q-o-q to INR 450 per sq ft per month. This trend of rising rents can be 
attributed to the lack of quality space.

12-Month outlook
Demand is robust from both large-format and single-brand retailers. 
However, in terms of volume, large-format retailers who are planning to open 
supermarkets and hypermarkets across the city will dominate the scene. Rents 
are expected to remain relatively stable in the light of robust future supply 
expected in the next 12 months.

>

>

>

>

>

The total mall stock is expected 
to grow nearly three-folds from 
4.9 million sq ft to 15 million sq 
ft in the next 18–24 months.

* Rental and Capital values are based on GFA

Note:		
We	have	revised	some	terminologies	starting	2Q07.	Prime	South	will	replace	CBD	and	SBD	Central	and	Prime	North	will	
replace	SBD	North.	
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Vacancy Rate 8.6%

Gross Rent INR 38,750 psm pa

Capital Value INR 353,882 psm

investment Yield 11.0%

Growth Rental Value Capital Value

q-o-q 9% 4.5%

1 Year 25.0% 26.4%

3 Years 50.0% 73.0%
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* Rental and Capital values are based on GFA

The CBD and SBD of Bangalore continued to strengthen in terms of market 
depth and asset prices in 2Q07. The amount of available office space is at its 
lowest in the CBD and SBD, and demand is still showing increased interest from 
occupiers in these micro-markets. The market is witnessing a quiet evolution 
in the IT parks’ design as most of the new projects are positioned as integrated 
projects providing additional amenities such as shopping, F&B, hotel and 
serviced apartments, which account for 10 – 15% share in the total built up area 
of the project.   

Demand
This quarter witnessed a net absorption of close to 3.3 million sq ft (304,889 
sqm) in the CBD and SBD. This is on the account of the pre-leasing and 
exercising of the hard options by the occupiers which were signed  earlier in 2005 
and 2006. Vacancy rates in these micro-markets reached all-time low levels of 
0.4%, reflecting high tenant demand combined with lack of ready built supply 
that has been slow to respond to increased demand over the last few years. 
At present, there is no Grade A space available in these micro-markets. The 
rent-free period for fit-outs has decreased to 45 days from the earlier stated 2-3 
months underlining the fact that this remains a landlord’s market. 

Supply
One of the long-awaited landmark projects in the CBD, UB City, became partly 
operational in 2Q07. Both the two operational blocks - Concorde, with a built-up 
area of 500,000 sq ft (46,452 sqm), and Canberra, with a built-up area of 353,824 
sq ft (32,871 sqm), are fully leased out. The warm shell rental values at UB City 
have witnessed an appreciation of 84% from an average of INR 65 per sq ft per 
month to an average of INR 120 per sq ft per month through the last 18 months 
during its construction period. 

Other projects completed this quarter were IBM (Block D1 & D2) and  Fidelity 
facility in Embassy Manyata Tech Park, Salarpuria Softzone and two blocks 
of the CSC facility in Prestige Cessna Business park. In total, 3.2 million sq ft 
(301,254 sqm) of Grade A space was added to the existing stock. This new supply 
was completely absorbed on the account of pre leases and hard options in 2005 
- 2006, pushing vacancy rates to new record-low levels.

Asset Performance
Presently, there is limited Grade A space available in the Bangalore CBD. This 
caused the prime warm shell rents in the CBD to surge by almost 18% in 2Q07. 
This trend is expected to continue because there is no substantial stock expected 
to enter the micro-market in the medium term.

Although the CV Raman area in the SBD showed signs of rental value 
appreciation, overall rental values in the SBD precinct remained range-bound at 
the 1Q07 values. This is due to the new upcoming supply in other city locations 
of Jayanagar and Rajaji Nagar.

12-Month outlook
For landlords, the outlook of Bangalore’s Grade A office is generally strong, 
and returns on existing portfolios should be very healthy. Presently there is 5.4 
million sq ft  (498,886 sqm) of office space under various stages of construction 
in CBD and SBD which is expected to get completed in next two years. We expect 
the rental values in the CBD to escalate in the medium term given the buoyant 
demand from BFSI companies and corporate houses, the rental values in SBD are 
expected to show some stabilisation.

Bangalore: Grade A Office

The Bangalore CBD and SBD 
precincts are inclining towards 
strong landlord markets, with 
all-time low vacancy rates and 
relentless demand for office 
space within the city limits.

For 2007, take-up, completions and vacancy rate 
are YTD figures. Future supply is for the full year.
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Vacancy Rate 0.4%

Gross Rent INR 6,778 psm pa 

Capital Value INR 62,031 psm  

investment Yield 10.9%

Growth Rental Value Capital Value

q-o-q 6.3% 6.6%

1 Year 15.7% 24.3%

3 Years 40.8% 56.6%
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Salarpuria Infozone, Electronic City

* Rental and Capital values are based on GFA

For the past one year, the suburbs of Bangalore have observed high vacancy 
rates. The suburbs have gained popularity among IT/ITES clients that are on 
an expansion drive or those who are looking for cost-effective office space and 
these are recognised as the Technology hubs in Bangalore. These markets have 
observed high levels of vacancy through the last one year due to reactionary  
supply without the development of adequate infrastructure. However there is 
renewed interest from the occupiers due to low rentals and ready availability of 
stock.   

Demand
Although leasing velocity tapered as compared with the same period last year, 
there was enough demand against the supply that was completed and released in 
the market in 2Q07. The Whitefield and Electronic City micro-markets together 
witnessed transaction volumes of close to 1 million sq ft (92,903 sqm). Most of 
the transactions in these micro-markets are large and range from 150,000 to 
200,000 sq ft (13,935–18,580 sqm).  

The net absorption in the suburbs of Bangalore was recorded at 2.45 million sq ft 
(227,549 sqm), while that in Whitefield and Electronic City was at 2.34 million sq 
ft (217,369 sqm) and 109,565 sq ft (10,179 sqm), respectively. 

Supply
In 2Q07, the Bangalore suburbs witnessed completions of 2.7 million sq ft 
(247,099 sqm). The major new additions were ITPL Navigator, with a built-up 
area of 400,000 sq ft (37,161 sqm); Whitefield Palms, with a built-up area of 
320,000 sq ft. (29,729 sqm); Niel Rao Tech Park Block I, with a built-up area of 
245,200 sq ft (22,779 sqm); Sai Tech Park, with a built-up area of 300,000 sq ft 
(27,870 sqm); and Prestige Alpha, with a built-up area of 100,547 sq ft (9,341 
sqm).

The addition of 2.7 million sq ft of office space caused vacancy levels to rise to 
15.3% from 12.8% last quarter. Vacancy rates as of end-2006 were at 15.8%. 

The future supply in the suburbs of Bangalore stands at about 7.7 million sq 
ft (724,256 sqm) and is expected to be completed by end-2008. We expect the 
market sentiments to favour occupiers over the next 15–18 months as the supply 
pipeline thickens. 

Asset Performance
Quoted warm shell rents for Grade A property have not shown any change 
from 1Q07 levels with the rents remaining stable this quarter. The speculative  
construction activity in Whitefield has slowed down in the last two quarters of 
2006 due to lukewarm response from occupiers. Developers have become more 
cautious and we expect to see demand driven supply in the micro-market. Due to 
the availability of ready supply, we expect rental values in these micro-markets 
to grow. However, escalations will be marginal.

Major Leasing Transactions
Infosys leasing 200,000 sq ft (18,580 sqm) in Salarpuria Infozone in Electronic City; and

HP leasing 200,000 sq ft (18,580 sqm) in Surya Wave in Electronic City.

>

>

Coupled with low rentals and 
ready availability of stock, the 
suburban micro-markets of 
Whitefield and Electronic City 
have witnessed strong activity 
in terms of development and 
transactions.

Bangalore: Grade A Office Market – Suburbs (Whitefield and Electronic City)
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Vacancy Rate 15.3%

Gross Rent INR 3,752 psm pa 

Capital Value INR 33,394 psm  

investment Yield 11.2%

Growth Rental Value Capital Value

q-o-q 0.9% 0.4%

1 Year 0.5% 1.0%

3 Years 6.8% 28.5%
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* Rental and Capital values are based on GFA

Demand
Supported by the strong uptake in available and future projects, both local and 
international retailers displayed strong confidence in the Bangalore market. 
This was the primary driver behind the overall drop in vacancy rates to historic 
low level of 0.3% in 2Q07. The demand is manifested across the various trade 
categories of sports, fashion, F&B, jewellery, accessories and discount stores. 
Due to the unavailability of professionally managed retail space, retailers are 
finding it tough to identify the appropriate long term locations for their business.

Backed by high consumer demand, rising income levels and rapidly changing 
lifestyles and aspirations, local supermarket players such as Reliance Fresh, 
Subhiksha, Food World and Fab Mall have aggressive plans to expand their 
consumer base. We expect a growing competition in acquiring or leasing quality 
retail space in the future.

The major retail transactions in 2Q07 include:

Benetton leasing 2,200 sq ft (204 sqm) in the high street of BEL Road;

Centurion Bank leasing 9,300 sq ft (863 sqm) in the high street of Millers Road; and

Manipal Group leasing 1,800 sq ft (167 sqm) in the high street of Koramangala.  

Supply
In 2Q07, two new malls, one in the CBD and another in the suburbs, were opened 
to consumers. Cosmopolitan Mall, with a built-up area of 150,000 sq ft (13,935 
sqm), and Lido Mall, with a built-up area of 85,000 sq ft (7,896 sqm), became 
operational this quarter. Cosmopolitan Mall will cater to the catchment areas 
of the Whitefield micro-market, while Lido Mall will serve the larger catchment 
area surrounding the CBD. Vaswani Group’s Cosmopolitan Mall is being fully 
leased by a single occupier—the Future Group—for its flagship apparel brand, 
Pantaloons. On the other hand, Lido Mall has various tenants and houses 
medium to high-end retailers such as The Body Shop. 

Presently, there is 4.6 million sq ft (428,283 sqm) of mall space under 
construction across the various quadrants of Bangalore entailing 12 malls. This 
supply is expected to be completed by end-2008. The landmark retail project 
– UB City Mall on Vitthal Mallya Road, a prime location in the city, is expected to 
be operational in 4Q07.

Asset Performance
With high demand and limited supply, rents continue to climb, showing 
an increase of 7.1% over 1Q07 levels. Average rental values in prime malls 
in Bangalore stood at INR 150 per sq ft per month. Coveted high streets of 
Jayanagar, CMH Road and 100 ft Road Indira Nagar have witnessed a 15% q-o-q 
increase in rental values.

12-Month outlook  
Demand for prime retail projects is expected to remain strong. This coupled with 
restricted supply of organised retail space will keep vacancy levels low across the 
micro-markets. High pre-leasing activity is expected in the line with the above. 
A number of mall projects are expected to be announced in the forthcoming 
quarters so developers can benefit from the increasing opportunity in the retail 
sector.

>

>

>

Bangalore: Retail

Retail competition for quality 
retail space toughens as major 
supermarket  retailers such as 
Reliance Fresh, Subhiksha and 
Food World announce their 
aggressive expansion plans in 
Bangalore.
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Vacancy Rate 0.3%

Gross Rent INR 19,375 psm pa

Capital Value INR 171,971 psm

investment Yield 11.3%

Growth Rental Value Capital Value

q-o-q 7.1% 6.5%

1 Year 17.2% 12.5%

3 Years 25.0% 19.2%
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* Rental and Capital values are based on GFA

About 3.4 million sq ft (314,570 
sqm) of Grade A office space 
is expected to be completed in 
2H07, 95% of which will be in 
the SBD.

Chennai: Grade A Office

Demand 
The Grade A office market witnessed net absorption of close to 370,636 sq ft 
(34,433 sqm) in the CBD and SBD in 2Q07. Owing to the robust growth rate in 
the IT/ITES sector, the demand is expected to strengthen in 2H07. A total of 
250,000 sq ft (23,226 sqm) of office space was transacted in 2Q07.

Due to the availability of quality Grade A office stock, the SBD attracted large 
ticket-sized transactions.   

Key transactions in the quarter include:

Citigroup leasing 70,000 sq ft (6,504 sqm) in RR Skyline phase I;

L & T Infotech leasing 140,000 sq ft (13,007 sqm) in Jayanth Tech Park; and

Visteon leasing 22,000 sq ft (2,044 sqm) in Olympia Tech Park.  

The upcoming projects in the SBD will give stiff competition to those in the 
suburban micro-markets of Chennai.

Supply
In contrast to the absence of new completions in the last two quarters, 2Q07 
witnessed an addition of about 380,000 sq ft (35,210 sqm) of space to the stock. 
One of the major completions was Arihant Insight phase II with a built-up area 
of 147,000 sq ft (13,657 sqm).

About 3.4 million sq ft (314,570 sqm) of Grade A office space is expected to be 
completed in 2H07, 95% of which will be in the SBD. Major developments in the 
SBD micro-market include India Land Chennai Tech Park phase I, with a built-
up area of 1.4 million sq ft (130,064 sqm) and Arihant Tech Park phase II with a 
built-up area of 147,000 sq ft (13,657sqm). Owing to the growing demand in the 
SBD, these IT Parks are witnessing high pre-leasing activity. Other upcoming 
developments are DLF IT Park and Jayanth Tech Park.

Asset Performance
Overall rental value appreciation in the CBD and SBD micro-markets was at 
5.84% in 2Q07 over 1Q07 levels. The CBD and the SBD observed q-o-q rental 
value appreciation of 4.9% and 6.3%, respectively. Some office space was vacated 
in the Acropolis, but were immediately taken, indicating high demand. 

12-Month outlook
Demand for Grade A office space in the CBD and SBD will continue to increase 
over the next 12 months. We expect rental values in the SBD to remain within 
the same range of INR 50-55 per sq ft per month over the medium term on the 
back of a huge supply under construction in the SBD areas of Mount Poonamale 
Road, Ambattur and Guindy. The CBD will continue to see an upward pressure 
on rental values with restricted quality space options.

>

>

>

For 2007, take-up, completions and vacancy rate 
are YTD figures. Future supply is for the full year.

2Q07

Vacancy Rate 0.8%

Gross Rent INR 7,070 psm pa 

Capital Value INR 63,235 psm  

investment Yield 11.2%

Growth Rental Value Capital Value

q-o-q 5.8% 9.6%

1 Year 21.1% 30.5%

3 Years 50.8% 59.7%
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The International Tech Park, IT highway

Demand
Demand in the peripheral business district continues to be driven by the IT/ITES 
sector. This is due to the infrastructure initiatives by the government that aims 
to improve the accessibility of suburban micro-markets to the city, and provide 
availability of cost-effective quality space compared with the CBD and SBD. A 
total of 225,000 sq ft (20,903 sqm) of office space was transacted in 2Q07.

The Grade A office market witnessed net absorption close to 280,425 sq ft (26,052 
sqm) in the suburbs because of robust leasing activity in the micro market in the 
previous quarters.

Supply
Two major commercial buildings were completed in 2Q07—Citilight IT Park 
phase I, with a built-up area of 800,000 sq ft (74,322 sqm) and Prince IT Park, 
with a built-up area of 180,000 sq ft (16,723 sqm) on Old Mahabalipuram Road. 
An additional of about 5.4 million sq ft (500,997 sqm) of Grade A office space is 
expected to be completed in 2H07.

The major developments expected to become operational in 3Q07 in the suburbs 
include Ascendas IT phase II, with a built-up area of 725,000 sq ft (67,354 sqm) 
and Citilight IT park phase II, with a built-up area of 300,000 sq ft (27,871 sqm).

Asset Performance
The growing office demand and positive economic conditions are catalysing 
rental appreciation across the country. The suburbs of Chennai are no exception. 
Average rental value appreciation in the suburbs was about 6–10% in 2Q07. The 
suburban area in Taramani witnessed the highest rental appreciation of 10% 
over 1Q07. This is due to its proximity to the city centre.

Vacancy levels rose to 8.9% in 2Q07 as compared with 1.3% in 1Q07 This is 
primarily due to the release of multiple projects in 2Q07. Looking at the demand 
in the market, we expect the forthcoming completions to commence operations 
with low vacancies.

The steady IT/ITES sector employment growth will continue to remain as the 
major demand driver for office space in the suburbs. With steady demand along 
with large upcoming supply expected in the next 12 months, we expect the rental 
values to remain within the same range of INR 38-42 per sq ft per month.

Major Leasing Transactions
eBay leasing 200,00 sq ft (18,580 sq m) in Futura at IT Highway, PBD; and

Merrill Lynch leasing 25,000 sq ft (2,323 sq m) in Ascendas’ The International Tech 
Park, Chennai at IT highway.

>

>

Chennai: Grade A Office – Suburbs (Old Mahabalipuram Road and GST Road)

Among the sub-markets in the 
suburbs of Chennai, Taramani 
witnessed the highest rental 
appreciation of 10% due to its 
proximity to the city centre.

* Rental and Capital values are based on GFA

2Q07

Vacancy Rate 8.9%

Gross Rent INR 5,038 psm pa 

Capital Value INR 44,132 psm  

investment Yield 11.4%

Growth Rental Value Capital Value

q-o-q 8.3% 6.5%

1 Year 11.4% 15.5%

3 Years 11.4% 13.7%
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Chennai: Retail

Demand
Owing to the lack of quality mall space,  high street markets in Chennai are 
witnessing a high amount of leasing activity in 2Q07. Demand is continually 
outstripping supply, making it difficult for retailers to find the most preferred 
locations for their portfolio. As seen in the transactions below, the size of retail 
stores typically ranges between 1,000 and 2,000 sq ft (93 and 186 sqm) in the 
high street market.

Key transactions in 2Q07 include:

FG leasing 400 sq ft (7 sqm) in the high street of Besant Nagar;

ColorPlus leasing 3,300 sq ft (307 sqm) in high street of Vadapalani;

Liliput leasing 1,300 sq ft (121 sqm) in Spencer Plaza;

Essar Mobile Store leasing 1,200 sq ft (111 sqm) in Greams Road;

Zapp leasing 1,300 sq ft (121 sqm) in City Centre; and

FG leasing 2,140 sq ft (199 sqm) in Ashok Nagar.

Supply
Ampa Mall, located in Nelson Manickham Road and having a built-up area of 
325,000 sq ft (30,193 sqm), is expected to start its operation in 3Q07. Prashant 
Real Gold Mall, a specialty mall dedicated to gems and jewellery trade with a 
built up area of 140,000 sq ft (13,006 sqm), is expected to be operational in 4Q07. 
Presently, 3.2 million sq ft (315,871 sqm) of mall space entailing nine malls is 
under various stages of construction and is expected to be completed in the next 
two years.  

Taking into account the robust pre-leasing activity in malls under construction, 
we do not expect vacancy to rise in the medium term. High street locations are 
being preferred by retailers for setting up their outlets. The high street markets 
of Besant Nagar, TTK Road and Velachery are emerging as the preferred 
locations for retailers. These areas witnessed high retailing activity due to their 
proximity to key residential catchments.

Asset Performance
Average rental values across city malls and high street markets of Chennai have 
shown a healthy quarterly appreciation of 6–10% over 1Q07 values. Rentals in 
prime city malls such as Spencer Plaza and Chennai City Centre are now at par 
with those in high street locations. 

12-Month outlook
Demand for retail malls is expected to remain strong, being driven by local 
and national retailers. The y-o-y rental growth in malls is thus expected to be 
around 15–20%. Malls are expected to be 85–90% leased at the time of becoming 
operational. Similar to the other cities, its likely to remain a landlord’s market 
until the medium term.

>

>

>

>

>

>

The power of negotiation is 
expected to incline towards 
landlords offering quality sites. 

* Rental and Capital values are based on GFA

2Q07

Vacancy Rate 5.0%

Gross Rent INR 9,300 psm pa

Capital Value INR 83,958 psm

investment Yield 11.1%

Growth Rental Value Capital Value

q-o-q 10.8% 1.7%

1 Year 20.0% 2.9%

3 Years 60.0% 22.8%
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Hyderabad: Grade A Office 

Backed by strong government support, good infrastructure, and relentless IT/
ITES demand, the real estate market in Hyderabad is growing fast. The growth 
can be witnessed across all micro-markets from the CBD comprising Begumpet 
and Punjagutta; the SBD comprising Banjara Hills and Jubilee Hills and the 

suburbs comprising Hitec City and Gachibowli.   

Demand
Net absorption increased in both the CBD and SBD in 2Q07 compared against 
1Q07. Given the restricted supply in the CBD  vacancy levels in the precinct 
continue to remain low. This phenomenon has pushed occupiers who wanted 
CBD address to consider Grade B, stand-alone buildings with small floor plates. 
Some of the MNCs prefer CBD addresses because of their good connectivity and 
easy accessibility to city centre, airport and residential areas.

The SBD is gaining popularity as it offers cost-effective real estate options 
within city limits. Vacancy levels in both precincts remain low as all new office 
development is readily picked up, indicating high demand.

A key lease transaction for the quarter is:

ATI Technologies leasing 29,000 sq ft (2,694 sqm) in Sri Nilayam Cyber Spazio, Banjara Hills, 
SBD.

Supply
The only new commercial building completion in this quarter was Divyasree 
Icon, which has a built-up area of 120,000 sq ft (11,148 sqm). It was added to the 
SBD stock in 2Q07. No new completions were recorded in the CBD.  

Over the next two years, supply conditions are expected to improve with the 
completion of the integrated development project proposed in Jubilee Hills by 
Maytas and some stand-alone structures on the major roads of Banjara Hills, 
such as road numbers 1, 10 and 12. Apart from these, there are some commercial 
projects being developed on Jubilee Hills Road No. 36.

Asset Performance
The rental values in CBD appreciated by 2.4% q-o-q whereas no movement was 
witnessed in the SBD rental values. We expect rental values to continue with this 
upward trend primarily due to the low Grade A future supply in these micro-
markets. 

12-Month outlook
Vacancy levels declined in both business districts due to the low supply. With the 
completion of a mere 0.27 million sq ft (25,084 sqm) expected in 2007 across the 
two micro-markets, we expect this trend to continue in 2H07.

As demand continues to surpass supply in the CBD and SBD micro-markets, 
we expect rental values for prime Grade A buildings to strengthen 10–15% by 
year-end. Since the new development supply pipeline remains insufficient to 
cope with the demand, these micro-markets might witness refurbishments of old 
constructions into Grade A commercial properties along the major roads.

Infrastructural improvements, such as the development of Inner Ring Road 
and radial roads proposed within the city to connect the CBD and SBD with the 
suburbs, are expected to improve intra-city connectivity and trigger greater 
demand in the long term.

>

The SBD is gaining popularity as 
it offers cost-effective real estate 
options within city limits.

* Rental and Capital values are based on GFA

2Q07

Vacancy Rate 3.0%

Gross Rent INR 5,279 psm pa 

Capital Value INR 43,056 psm  

investment Yield 11.1%

Growth Rental Value Capital Value

q-o-q 1.3% 1.0%

1 Year 25.2% 18.3%

3 Years 44.1% 33.0%

12-MonTH ouTLooK

REnTAL 
VALuE

CAPiTAL 
VALuE
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My Home, Hitec city

Demand
The high demand for office space in the suburb of Hitec City is evident from 
the net absorption volume of 1.6 million sq ft (148,199 sqm) in 2Q07. 1H07 has 
already recorded 82% of the total net absorption registered for the full-year 2006, 
indicating growing popularity of the suburbs among occupiers. This quarter saw 
new office building completions of 1.6 million sq ft (148,246 sqm), all of which 
were completely absorbed. Vacancy levels dropped further to 1.2% in 2Q07 from 
1.5% last quarter.

Currently, the suburbs of Hyderabad comprises of Hitec City alone. Projects 
totalling 1.07 million sq ft (99,604 sqm) in Gachibowli, another suburb in 
Hyderabad, are under various stages of construction. The first project in 
Gachibowli is expected to be released in the market by year-end. This micro-
market is witnessing major pre-leasing and construction activity due to the 
availability of large land parcels at cost-effective valuations, attracting reputable 
Pan-Indian developers.

Supply
The upcoming supply in 2007 will be predominantly in the suburbs of 
Hyderabad, with approximately 2 million sq ft (186,093 sqm) under various 
stages of construction. This is in contrast to the upcoming supply of about 
270,000 sq ft (25,084 sqm) in the CBD/SBD micro-markets.

Hitec City witnessed five new completions in 2Q07, including Laxmi Cyber City 
Block II, My Home Block III, Soft Sol-II, I Labs phase II and K Raheja Mind 
Space phase IV. The micro-market is expected to witness an additional 0.9 
million sq ft (86,490 sqm) to the existing stock by end-2007. Moreover, another 
2.43 million sq ft (226,024 sqm) is expected to be added to the stock in 2008.

Asset Performance
Rental values in Hitec City’s suburban micro-market have been marginally 
increasing by an average of 3–4% every quarter. Rental values are expected to 
strengthen further in the short term as developers struggle to meet demand. 
However, as the supply pipeline thickens in 2008, rental values are expected to 
stabilise.

Major Leasing Transactions
CTS leasing 330,000 sq ft (30,659 sqm) in DLF Cyber City phase I;

AppLabs leasing 100,000 sq ft (9,290 sqm) in DLF Cyber City phase- I, Gachibowli; and

BACS leasing 43,955 sq ft (4,083 sqm) in Maximus 2A, K. Raheja Mind space, Hitec City.

>

>

>

Hyderabad: Grade A Office – Suburbs (Hitec City and Gachibowli) 

Gachibowli will emerge as the 
next IT/ITES hub in the next 
12–18 months.

* Rental and Capital values are based on GFA

2Q07

Vacancy Rate 1.1%

Gross Rent INR 4,908 psm pa 

Capital Value INR 43,056 psm  

investment Yield 11.4%

Growth Rental Value Capital Value

q-o-q 2.7% 1.3%

1 Year 11.8% 8.1%

3 Years 31.0% 14.3%

12-MonTH ouTLooK

REnTAL 
VALuE

CAPiTAL 
VALuE
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Hyderabad: Retail 

Demand
Retail mall development in Hyderabad started late compared to other key cities 
in India. Currently, there are only six operational malls, with a total area of 
121,703 sqm (1.31 million sq ft). Of the two micro-markets—prime central and 
prime suburbs—the prime central micro-market is currently very active, having 
operational malls in the Abids, Punjagutta and Banjara Hills areas. On the other 
hand, malls in the prime suburbs of Hitec City, Gachibowli and Kukatpally are 
being developed. We expect major activity in the suburbs starting 2008.

The presence of branded retail stores in Hyderabad is predominantly 
concentrated in high street locations. Vacancy levels in existing malls have 
dropped from 7.2% in 1Q07 to a record low of 0.8% in 2Q07. Malls under 
construction are experiencing high pre-leasing. This reiterates the presence of 
high demand for mall space in the city. Since the current supply of retail space 
in malls is low, high street markets still continue to dominate in terms of quality 
space for retailers in the short to medium term. A majority of transactions this 
quarter were at high street locations in the city.  

Key transactions of the quarter include:

Sisley leasing 3,400 sq ft (316 sqm) at Road No. 2 in the high street of Banjara Hills; 

ColorPlus leasing 3,660 sq ft (340 sqm) at Road No. 2 in the high street of Banjara Hills; 

Puma leasing 5,500 sq ft (511 sqm) at Road No. 36 in the high street of Jubilee Hills;

Adidas leasing 6,000 sq ft (557 sqm) at Road No. 36 in the high street of Jubilee Hills; and 

Sony World leasing 6,000 sq ft (557 sqm) in the suburban high street of Kukatpally.

Supply
No mall completions were recorded in 2Q07. Due to the lack of readily available 
mall space, retailers opted to open their stores in high streets.  

We expect 2H07 to witness completions of four to five malls, totalling about 1 
million sq ft (90,116 sqm). Most of these malls are being developed at the prime 
central micro-market location of Banjara Hills.  

Banjara Hills Road No. 2 and Jubilee Hills Road No. 36 are currently the most 
active retail locations because these roads connect the city to the fast-growing 
suburbs of Hitec City, thereby attracting office commuters.

Asset Performance
In 2Q07, average prime-level rental values in malls remained stable at 1Q07 
levels at INR 150 per sq ft per month, an increase of 76% compared with in the 
same period last year. Rental values in high streets in the prime central micro-
market are almost equal to rental values quoted in malls. 

12-Month outlook
As we approach 2H07, optimism amongst retailers in Hyderabad is high, 
expecting strong retail market growth. We expect rental values to continue 
strengthening in prime central malls due to their close vicinity to densely 
populated prime residential areas.

>

>

>

>

>

The high street markets of Road 
No. 2, Banjara Hills and Road No. 
36, Jubilee Hills are witnessing high 
leasing activity as they connect the 
city to the fast-growing suburb of 
Hitec City, thereby attracting office 
commuters.

* Rental and Capital values are based on GFA

2Q07

Vacancy Rate 0.8%

Gross Rent INR 19,375 psm pa

Capital Value INR 172,222 psm

investment Yield 11.3%

Growth Rental Value Capital Value

q-o-q 0.0% 0.0%

1 Year 76.5% 73.9%

3 Years 200.0% 220.0%

12-MonTH ouTLooK

REnTAL 
VALuE

CAPiTAL 
VALuE
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Other Key Publications by Jones Lang LaSalle

GLobAL TRAnSPAREnCY inDEX  
(biEnniALLY)

A strategic tool designed to help real 
estate players identify global opportunities 
and shape strategies, and can be used in 
conjunction with other metrics to develop 
a global investment strategy or refine a 
corporation expansion strategy . 

RETAiLER SEnTiMEnT SuRVEY –  
ASiA (AnnuALLY)

A measure of retailers’ sentiment and an 
understanding of their growth strategies 
based on a survey of retailers in key Asian 
markets .

RETAiLER SEnTiMEnT SuRVEY –  
AuSTRALiA (bi-AnnuALLY)

A measure of retailers’ sentiment based on a 
survey of leading Australian retailers .

CoRPoRATE oCCuPiERS GuiDE  
(AnnuALLY)

General overview and market update of the 
office, industrial and residential property 
sectors in key markets across Asia Pacific, 
including a guide to property market practices 
in those countries .  The Corporate occupiers 
Guide series covers: Australia, China, Hong 
Kong, Japan, South Korea, india, Malaysia, 
The Philippines, Singapore, Taiwan and 
Thailand .  it is published in conjunction with 
the Asia Pacific Real Estate operating Guide 
(wall chart) and a regular bulletin .

EConoMiC inSiGHT (MonTHLY)

Thought pieces examining the latest issues 
that affect the real estate market; produced in 
Australia, China, Hong Kong, india, indonesia, 
Japan, Macau, The Philippines, Singapore 
South Korea, Taiwan and Thailand .

REAL ESTATE DAiLY (DAiLY)

Daily updates on the real estate markets 
across Asia Pacific to keep the finger on the 
market pulse .
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More than ever before, your success depends on 
the quality of your decisions. As the global leader 
in real estate services and money management, 
Jones Lang LaSalle is positioned to partner with 
you to provide the quality advice needed for 
making quality decisions. The world’s best real 
estate intelligence and knowledge base puts our 
clients in the best position to make the right 
decisions.

About Jones Lang LaSalle Research
Jones Lang LaSalle Research is a multi-disciplinary 
professional group with core competencies 
in economics, real estate market analysis and 
forecasting, locational analysis and investment 
strategy.  The group is able to draw on an extensive 
range and depth of experience from the Firm’s 
network of offices, operating across more than 450 
key markets worldwide.  Our aim is to provide high-
level analytical research services to assist practical 
decision-making in all aspects of real estate.

The Asia Pacific Research Group monitors rentals, 
capital values, demand and supply factors, vacancy 
rates, investment yields, leasing and investment 
activity, and other significant trends and government 
policies relating to all sectors of the property market 
including office, retail, residential, industrial and 
hotels.  We deliver a range of global, regional 
and local publications as well as research-based 
consultancy services.

www.research.joneslanglasalle.com
www.joneslanglasalle.com
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Real Estate Intelligence Services (REIS)

Real Estate Intelligence Service (REIS) is a unique integrated 
property investment advisory service offered to a limited number of 
clients who require more sophisticated analyses of the past, present 
and future trends in the property markets across Asia Pacific.

Drawing upon comprehensive local knowledge built up over the 
past 30 years, we provide a wide range of products, in addition to a 
hotline, to service specific client needs as and when required.

GEoGRAPHiCAL CoVERAGE

In the core service we offer: 
Adelaide
Auckland
Bangalore
Bangkok
Beijing
Brisbane
Canberra
Chennai
Delhi
Guangzhou
Hong Kong
Jakarta
Kuala Lumpur
Manila
Melbourne
Mumbai
Perth
Seoul
Shanghai
Singapore
Sydney
Taipei
Tokyo
Wellington

SECToRAL CoVERAGE

Focusing on four key investment sectors:

Investment-grade offices

Luxury residential

International-standard retail

Industrial

FoR SubSCRiPTion DETAiLS AnD EnQuiRiES,  
PLEASE ConTACT

Glyn nelson 
Head of Operations, REIS-Asia
+65 6539 9026
glyn.nelson@ap.jll.com

nigel Southern 
Head of REIS-Australia
+61 2 9220 8747
nigel.southern@ap.jll.com

Stephen Saul 
Head of REIS-New Zealand
+64 9 366 1666
stephen.saul@ap.jll.com

www.joneslanglasalle.com 
www.research.joneslanglasalle.com
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