CAUTIOUS OPTIMISM

The Philippines has not been totally
immune from the global economic
crisis and is feeling the effects of the
said turmoil increasingly. However,
economic experts believe that the
Philippines will avoid entering into a
recession because of the banking
system firmly holding up and a large
domestic consumer base which is
seen to drive the economy during
this time of crisis.

The year that passed proved chal-
lenging as GDP grew by 4.6%, lower
than the phenomenal 7.2% in 2007.
The growth was attributed to the key
drivers which performed well in
2008. The cumulative remittances hit
US$16.3 billion dollars or around
13.7% higher than that for 2007.
Apart from this, the economy was
aided by the tourism industry which
generated an estimated US$10 bil-
lion in revenues. Furthermore, the
BPO industry with an estimated reve-
nue of around US$6 billion re-
mai ned one of the
est industries and helped the econ-
omy maintain a steady growth.

These key economic drivers are the
same factors that made the property
sector perform fairly well in the past

year and are still the same factors
expected to sustain the sector as the
crisis worsens. However, given the
volatile nature of the present situa-

tion one cannot be too overly opti-

mistic about the future.

Remittances continue to be a main
contributor to the real estate sector
as a large demand for low to middle
end residential projects comes from
OFWSs. A number of projects which
have been launched by experienced
developers prove that the real estate
segment is still positive despite the
gloomy global situation. The need
for housing, particularly for the low
to middle-end market still needs to
be addressed as the enduser de-
mand remains high.
countryds strong-
The foreseen continuous tourism
activity, from both international and
domestic tourists in the different
tourist destinations, stresses the need
for more world class hotel and resort
accommodations. It was gathered
that a number of properties will be
opened in some tourist areas such
as in Boracay and Cebu in early
2009, adding more facilities to the

(continued on page 10)

Economic Overview

The Philippine Economy has re-
mained resilient amid the ongoing
global crisis. While some countries
within the region reported contrac-
tions in their economy the Philip-
pines managed to post a 4.5%
growth at the end of 2008.

The banking system has remained
liquid with the monetary policies
being implemented firmly holding

the whole system in place. This has
kept most financial institutions in the
country capable and willing to pro-

vide a wide array of loan products

which range from corporate/

institutional loans to personal loans.

All of this aims to promote domestic
spending and hopefully keep the
markets and industries moving and

the national economy as well.

Further cushioning the effects of the
crisis as well as sustaining this eco-
nomic growth are still the three ma-
jor drivers, the OFW remittances,
tourist arrivals and the BPO indus-
try. The OFW remittances hit a re-
cord high of US$16.3 billion in
2008 and was one of the primary
movers of domestic consumption. In
the same manner, the US$10 billion
in revenues generated from the 3.1
million tourists that visited the coun-
try added to the influx of foreign
currency into the economy. Finally,
the BPO industry was reported to
have generated a revenue of US$6
billion in spite of the downscaling of
a number of multinational compa-
nies which were severely hit by the
crisis. These drivers have collectively

(continued on page 6)

Key Indicators
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Metro Manila Office Market

The office market continues to feel
the effects of the ongoing global
economic crisis. This has been evi-
dent in the preempted expansion
plans of BPO companies that has
resulted in a surplus of space com-
ing from the recently completed
buildings originally pre-committed
for these expansions. Add to this
those buildings originally scheduled
for completion in 2008 and those

that are up for completion within the

next few months.

From a | andl
the first half of 2008, it now seems
that the market has totally shifted in
the favor of the tenant. Landlords
have been forced to reduce lease
rates to address the budget and fi-
nancial constraints being faced by
most tenants as well as the slacken-
ing demand in the market.

Makati CBD

The vacancy rate for Prime/Grade A
buildings in the Makati CBD went up
from | ast
which is the highest recorded va-
cancy rate since the start of 2008.
Some companies hit hard by the
economic crisis have downsized
their office space requirements in
the CBD to cut on costs. Others
have moved to buildings with lower
rents within the CBD while some
opted to relocate in the other busi-
ness districts.

Adding to the supply is the newest
office building in the CBD to be-

,‘.‘n\\\\\\\\\\\\\\\%ﬁ

or dso

quarter

come operational, Solaris 1 which
was developed by Ayala Land. The
building provides around 45,000

square meters of office space and is
about 75% occupied.

This increase in vacancy comes with
a reduction in lease rates which is
now around PhP892/sgm/month on

the average, from the previous
guarteros
Building operators were forced to
lower rents to avert the exodus of
tenants and remain competitive in
thenanarkete t up until

Fort Bonifacio

The popularity of Fort Bonifacio as
an alternative district, despite the
crisis, remains strong. The various
ongoing and planned projects,

which include a six star hotel by
Shangri-La Hotel and a new shop-
ping mall by SM, will greatly en-

hance the service facilities available
and hopefully spur further growth in

the area.

0s 4.5% to 7.6%

Bonifacio Global City has main-

tained a high occupancy rate at
around 97% and lease rates have
remained relatively stable at around
PhP764/sgm/month, which is a frac-

tion of 1% higher than that of the

previous quarter. This, however,
may take a turn as a number of of-

fice buildings which are set for turn-
over within the immediate future are
still slightly taken up. These include
Fort Legend and Picadilly Star.

McKinley Hill is fully occupied in the
first quarter of 2009 even with the

addition of three office buildings,

Three World Square, One Campus
and Two Campus Place. All in all,
these three buildings provided an
additional 43,000 square meters of

office space. Lease rates went down
by as much as 12.92% to PhP562/
sgm/month from the last quarter

probably as an adjustment to keep
tenants from moving out. The area
has become popular with BPO com-
panies and is being packaged as an

alternative to the CBD as well as the
BGC which typically has higher
lease rates.

(continued on page 3)

PhP1, 01

Makati CBD (Premium / Grade A)

Average Vacancy : 7.6% UP

Average Rent : down by 12.5%
PhP892/sgm/mo.

New Supply

Solaris 1

Major Office Buildings (Premium)

Ayala Tower One, The Enterprise Center,

Philam Life Tower, & RCBC Plaza.

Ortigas Center

Average Vacancy : 1.7% DOWN

Average Rent : down by 2.29%
PhP597/sgm/mo.

New Supply

No New Supply

Major Office Buildings

Discovery Center, Robinsons Equitable

PCl Tower, SMPPI Corporate Center,

Taipan Place, Union Bank Plaza, Wyn-

sum Corporate Plaza

Quezon City

Average Vacancy : 10.7% UP

Average Rent : up by 5.24%
PhP562/sgm/mo.

New Supply

1880 Building, Building E & F UP Ayala

TechnoHub

Major Office Buildings

Citibank Square, CyberOne, Epixtar

House, IBM Plaza, & TechnoPlaza One.,

1800 Building, Bldgs. A-D UP Ayala

TechnoHub

Alabang Business District

Average Vacancy : 9.6% DOWN

Average Rent : up by 4.83%
PhP564/sgm/mo.

New Supply

i-Hub 2

Major Office Buildings

i-Hub 1, Insular Life Corporate Center,
Northgate Cyber Plaza@ A, B, C & D,
5132 Building

Fort Bonifacio

Average Vacancy : 1.9% DOWN

Average Rent : down by 3.63%
PhP691/sqm/mo.

New Supply

Three World Square, One Campus

Place, Two Campus Place

Major Office Buildings

Net One, Net Square, Net Cube, HSBC

Center, Bonifacio Technology Center,

BGC Promenade, Bonifacio High Street

Disclaimer: We obtained the information from sources
we deemed reliable. However, we make no guaran-
tee, warranty or representation about it. It is submit-
ted/transmitted as it is subject to the possibility of

errors or omissions. We expressly disclaim all liability
to any person in respect of consequences of anything
done or omitted to be done wholly or partly in reliance

upon the whole or any part of the contents of this

publication or material. The reader is advised not to
act or refrain from acting on the basis of any matter

contained in it without conducting investigation or

seeking professional advice.
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Metro Manila Office Outlook

Lease rates across the different dis-
tricts will continue to face downward

pressures due to the continuing
budget tightening of most existing

and potential tenants. The slowing

down of global economic activity has

caused a similar slowdown in gener-

ating services which need to be out-
sourced or offshored. All these com-
bined have resulted in a protracted

growth of the BPO industry which is
expected to continue for the remain-

der of the year.

Another challenge to the lease rates
will be coming from the estimated
110,000 square meters of excess
office space at the end of 2008.
Adding pressure will be the supply
coming from the spillover develop-
ments from 2008 as well as those
scheduled for completion in 2009.

Some projects which have not bro-
ken ground, especially from the
smaller developers and new entrants
in the market, will most likely be on
hold for about a year or depending
on how the market will move.
There is also the high likelihood of
developments originally scheduled
for completion in 2009 spilling over

into 2010. These will lessen some of
the issues associated with the intro-
duction of new supply for the year
given the current slowdown in the
market.

However some of the more estab-
lished developers, with their ade-
quate resources on hand, will more
than likely proceed with their
planned developments and deliver
them as scheduled. The adverse re-
sults, which may happen in proceed-
ing as planned may be minimized as
these are supposedly have been
carefully considered in the planning
stages of the development.

Landlords will be hard pressed to cut
lease rates and provide additional

incentives in packaging lease agree-
ments to attract future tenants and
keep the existing tenants from mov-
ing out. This will be more pro-

nounced for landlords in the CBD

which saw lease rates in their build-
ings drop by as much as 15% during
the period. The emerging districts
will likewise experience the same
situation but in a smaller magnitude

as they have a supply of adequate
facilities which are much newer and

are more affordably priced.

It is highly probable that vacancy
rate in the CBD may reach double
digit figures within the year given the
way the global economic situation is
unfolding. The last time vacancy in
the CBD posted double digit figures
was during the second half of 2004.

Though the overall situation may
look less than favorable, the situa-
tion here is much better in compari-

son to other countries in the region.
The economy is still expected to
grow in 2009 at a very modest rate,

which some economic experts esti-
mate to be between 2% to 4%. This
favorable outlook is a sentiment also
shared by most multinational com-

panies.

The Philippines continues to be one
of the top outsourcing destinations
which is why the industry continues
to grow. Given the brighter pros-

pects, a number of multinational

companies are still interested in ex-
panding their operations or starting

new in the country. These are seen
to temper and lessen the impact of
the ongoing crisis.

Metro Manila Office Market (continued from page 2)

Ortigas Center

Less office space was available in
the district during the period as
shown by the 1.69% vacancy which
is | ower t han
3.83%. The lower vacancy rate in
Ortigas is probably due to the cli-
entsd preference
gas where the rates are still signifi-
cantly lower compared to the CBD
and Fort Bonifacio.

Lease rates in the area during the
period decreased to an average of
PhP597/sgm/month which is around
2.29% | ower t han
PhP611/sgm/month. This is, most
likely, one of the factors that contrib-
uted to the decrease in vacancy.

Alabang Business District

The vacancy in the Alabang Business
District for the period went up to
nearly 10%. This is attributed to
some tenants vacating iHubl and

t he

Insular Life Corporate Center. Lease
rates in the area increased to about
Php564/sgm/month from about
Php534/sgm/month during the pre-
vious quarter.
previous
Coming on stream during the period
is i-Hub2 with approximately 14,000
t o remain i n

p

Oorti -

square meters of office space. The
whole building was fully taken up
prior to its completion.

Quezon City

guarterds

Three buildings became operational
during the period, 1880 Eastwood
building in Eastwood City and Build-
ings E & F in URALI TechnoHub.
These combined contributed more
than 51,000 square meters of office
in the Quezon City district. Both
buildings in the TechnoHub have
been fully leased as opposed to
1880 which still has a substantial
amount of space available. As a
result, vacancy in the district in-
creased to 10.69% for the period
from 5.73% at the end of 2008.

Lease rates in the area during the
period increased by about 5.24% to
PhP562/sgm/month from PhP535/
sgm/month.
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Metro Manila Business Districts

Metro-Manila, also known as the National Capital Region (NCR), is the eco-
nomic, political, and cultural heart of the Philippines. The metropolitan area
is composed of the city of Manila and 16 neighbouring cities and munici-
palities with a population of over 10 million people. Most office develop-
ments are concentrated in the two primary Business Districts, the Makati
CBD and Ortigas Center.

The Makati CBD. Developed by the Ayala family, the Makati CBD is the fi-
nancial and commercial heart of the Philippines and contains the headquar-
ters of many banks, multinational corporations, and big local corporations.
Most Prime/Grade A office buildings are located along Ayala Avenue, also
known as the Wall Street of the Philippines, while Grade B and C buildings
are concentrated in neighbouring Legaspi and Salcedo Villages. The Makati
CBD commands the highest lease rates for offices and residential homes
and condominiums.

Ortigas Center. Developed in part by the Ortigas family 8 kilometers North
of Makati, the Ortigas Center is the second most important commercial and
business district in the country and contains the headquarters of the Asian
Development Bank (ADB) and San Miguel Corporation. The Ortigas CBD is
also a major shopping destination containing a number of major shopping
malls in the country.

Eastwood City. This 15-hectare mixed-use community is being developed by
Megaworld Corp. and was the first approved IT Park in the country. The of-
fice market is dominated by approximately 60 call center/BPO and IT loca-
tors employing more than15,000 people.

Alabang. Filinvest Corporate City is a 244-hectare mixed use community
developed by the Filinvest Development Corp. (FDC) while the Madrigal
Business Park is a 25hectare joint development by the Madrigal family &
Ayala Land. As Manilads popul ation
center/BPO and IT companies are increasingly choosing to locate to the Ala-
bang area.

Bonifacio Global City. Also known as Fort Bonifacio, this 214hectare inte-

grated community on the fringes of the Makati CBD is being developed by

the Fort Bonifacio Development Corp. (FBDC) as an extension to the Makati
CBD.

Rockwell Center.This 15.5-hectare upscale selfcontained community on the
fringes of the Makati CBD was developed by Rockwell Land Corp. (RLC),
part of the Lopez Group of companies, on the site previously occupied by
the Rockwell Power Plant.

Bay Area: The Bay Area contains the Aseana Business Park and SM Bay City,
which is the site of the countryds
offers limited existing office space as it largely remains in the early develop-
ment stages.

Araneta Center (Cubao): Located in Cubao (Quezon City), the Araneta Cen-
ter is a 35-hectare commercial shopping, entertainment, and transportation
hub developed by the Araneta family.

UP Ayala Land Techno Hub: The 37.5 hectare science and technology park
developed by Ayala Land across the UP campus in Quezon City is envi-
sioned as a universitybased catalyst for technological innovation along the
lines of the Stanford-based Silicon Valley corridor.

The following are the most important features o
tenancy in the Philippine real estate market:

BUILDING CLASSIFICATIONS
Premium, A, B, C & BPO/IT.

SHORERM LEASE
Typically 3 years.

LONGERM LEASE
Typically 5 to 10 years.

REQUIRED SECURITY DEPOSIT
3 months office rent refundable at the end of the
period.

REQUIRED ADVANCE RENTAL
3 months applicable to the first 3 months of the
term.

SUCCEEDING RENTS
Quarterly in advance.

NET RENT
Electricity, water, A/C costs, insurance, associa
buil ding managemenéa&e

SPACE MEASUREMENT

L e a soesah8 neEe@mAudaseas con-
structed for individual tenants such as lift lobbie:
sage ways, toilet areas, & pamtiydieas; but
stairs, elevator shafts, and machine rooms, ai
vertical shafts carrying services.

TYPICAL USEABLE FLOOR AREAS
1,000 to 1,500 sgms (10,764 to 16,146 sf)

PARKING ALLOCATION
1 slot per 100 sgms (1,076 sf) leased.

BUILDING MANAGEMENT DUES

Generally covers the cost of building r‘ﬂ%ir#telr
common areas, staff salaries, and rormal hours
conditioning operations.



CBRE Property Market View | Page }

Metro Manila Luxury Residential Market

The luxury residential condominium
market is still performing well as the
expatriate market continues to hold
up amid the crisis. A number of ma-
jor multinational companies have
not significantly reduced the number
of their expatriates in the country
which is in part due to the strong
performance of their offices here in
the Philippines as compared with
some of their offices in the other
parts of the globe.

The supply of luxury residential units
remains tight given that there has
been no new development intro-
duced in the market. The demand
remains high even with former expa-
triate tenants for these luxury units
transferring to less luxurious units
due to housing budget cuts.

Lease rates have remained within
the same level from the previous
quarter but the market has not been
totally immune from the current

Metro Manila Luxury Residential Outlook

Demand for luxury residential ac-
commodations in the country is not
seen to slow down. With the supply
to remain the same within the next
two years, we can expect the condi-
tion to remain relatively unchanged
barring any major economic down-

turn.

Likewise, the expatriate community
is not seen to contract any time soon
as a number of multinational corpo-
rations still find it profitable to con-
duct their business in the country.
The relatively 0s
economic environment is expected
to entice more multinational compa-
nies to set up or expand their opera-
tions in the country.

The continuing stability in the luxury
residential condominium market
was highlighted
invitation onlybo
Raffles Residences that went on dur-
ing the period. The event featured
the sales of the larger units of the
project and where first offered to the
selected individuals who were
oinvitedo. Some
50% of the units offered during the
event were subscribed giving an
indication of a strong demand even

bys Befhoom 0285 €285 0 G150k O Padbi

global economic crisis. As a com-
pensatory move, some landlords
have become more flexible with
some of the conditions in renting out
their units. One of the more signifi-
cant conditions implemented was the
reduction of the advance payments
to 6 months from the usual 12

Makati CBD (Luxury/Grade A)

Supply (Luxury) : 182 Units
Supply (Grade A)  : 2,383 Units

Asking Rents (Luxury) Php180k -PhP220k
Asking Rents (Grade A) Php150k - PhP190k

New Supply (Luxury)
No significant new supply during the quarter

New Supply (Grade A)
No significant new supply during the quarter

months which has eased the finan-
cial burden of some tenants by less-
ening the amount of money to put
upfront.

Major Luxury/Grade A Buildings*
One Roxas Triangle, Shang Grand Tower,
Residences at Greenbelt Laguna Tower

Rockwell Center (Luxury/Grade A)

Supply (Luxury) : 300 Units
Supply (Grade A) : 559 Units

Asking Rents (Luxury) Php160k to PhP180k
Asking Rents (Grade A) :
Php75k - PhP85k (1BR)
PhP110k- PhP130k (2BR)

New Supply (Luxury)
No significant new supply during the quarter

New Supply (Grade A)
No significant new supply during the quarter

Major Luxury/Grade A Buildings*
Rizal Tower, Hidalgo Place, Amorsolo Square,
Luna Gardens, Joya

- & i g
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Bonifacio Global City (Luxury/Grade A)

Supply (Luxury) : 982 Units
Supply (Grade A) : 942 Units

Asking Rents (Luxury) PhP180k- Php220k
Asking Rents (Grade A)

: Php75k - PhP80k (1BR)

: Php85k - PhP110k (2BR)

in the midst of the crisis. This is fur-
ther reinforced by reports of pent-
house units being sold as high as
US$1.8 million each.

CONDOMINIUM LEASE RATES

Size Lease Range Average
(PhP) (PhP)

New Supply (Luxury)
No significant new supply during the quarter

New Supply (Grade A)
No significant new supply during the quarter

Major Luxury/Grade A Buildings*
Pacific Plaza Towers, Essensa East Forbes,

(sqm)

Regent Parkway, One Serendra
1Bedroom 40 - 80 60k-80k 70k
2 Bedroom 110 - 150  85k-140k 100k
3 Bedroom 150 - 250 100k-180k 125k

Lease Range
(PhP)

Average

Salcedo Village (PhP)

1 Bedroom 40 - 80 40k-60k 50k Eg:ﬁes 200,000 - 750,000 300,000
2Bedroom 110 - 150  80k-120k 100k
3Bedroom 150 - 250  90k-150k 120k 3iﬁa§ema #l 180,000 - 350,000 200,000
Apartment Ridge

\L;.rlfa"eta 160,000 - 250,000 180,000
1 Bedroom 778 122 40k-60k 50k llage
2Bedroom 122 - 160 80k-120k 100k BekAIr 70,000 - 180,000 120,000

Village

t * Re@nt developments have prompted us to defer
the use of size as a criterion in measuring lease
rates for houses in these upscale communities.

Rockwell Center

1 Bedroom 75-85 70k-85k 80k ) :
Extensive renovations done on a number of smaller
2 Bedroom 125-157  100k-130k 115k houses in these communities have resulted in some
of them fetching higher lease rates compared to
3 Bedroom 197-247  145k-180k 160k

their bigger but older counterparts.

Bonifacio Global City t
a

1Bddroom  50-76 65k-85k 70k
2 Bedroom  93-157 80k-130k 105k
3Bedroom 140-306  130k-200k 165k
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Definition of Luxury

Luxury condominium developments should be located in the heart of a ma-
jor CBD or alternative CBD and have no more than 4 units per floor with a
minimum unit size of 280 sqms (3,034 sf). Units should have 3 or 4 bed-
rooms, a fully equipped gourmet kitchen, centralized air-conditioning, and
high quality finishes. In addition, the development should offer all of the
amenities expected of a 5 star hotel while the condominium building itself
should be surrounded by ample green space and open areas.

For a home to be considered luxury, it should be located in close proximity
(distance or travel time) to a major CBD or alternative CBD on a lot that is
at least 1,000 sgms (10,764 sf) in size with the house itself taking up no
more than 30% to 40% of this space. The village or development where the
home is located should be well secured and have amenities (or be located
in close proximity to amenities) such as a club house.

Residential SubMarkets

Makati CBD & Fringe Areas. The Makati CBD is the Philippine financial
capital and the most prestigious business and residential address in the
country as most foreign embassies, international banks, and multinational

companies have a presence there. Upscale condominiums within the CBD
are concentrated in Salcedo Village and between Ayala/Makati Avenue and

Apartment Ridge Street while additional offerings are scattered about

Legaspi Villagein the vicinity of the Greenbelt shopping and entertainment

complex. On the fringes of the CBD are two areas with additional upscale
condominium offerings: 1) Rockwell Center a fully self contained commu-

nity with shopping, club, and entertainment amenities, and the 2) Bonifacio

Global City, al so known as the school
tional schools are located there.

Major Residential Neighborhoods 8 Makati CBD & Fringe Areas
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The following are the most important features of
dential tenancy in the Philippine real estate mark

Condo Classifications
Luxury, A, B, & C.

Lease Term
Typically 1 year. Most landlords do not accept a
term of less than a year.

Rental Deposit
Two months gross rental as a security deposit.

Rental Payment

One year of rent is normally paid up front but tt
negotiable in some instances depending on how
ble the landlord is.

Gross Rent

Inclusive of maintenance charges. Gross rent is
broken up into rental of premises, common area
tenance dues/service or maintenance charge, &
Added Tax (VAT).

Stamp Duty
Stamp duty is paid on a lease agreement and
landlord is normally responsible for the payme
stamp duty.

VAT Taxes”
12% of gross sale or lease price on the prop
Normally, landlordsegyisty®@ and pass on the
tax liability to their tenants.

mo s t of Mani | a

Furnishings

Luxury housing landlords usually offer their prem|
rent unfurnished. Tenants can expect condom
units to be eith&rséshed or furnished.

Economic Overview(cont. from p.1)

kept t he
reserves at a healthy level and the
which in turn translated to the stabil-
ity of the Philippine Peso.

Inflation continued to decrease dur-
ing the period to settle at 6.4% for
the month of March in part due to

the stability of the Philippine Peso.
This has helped keep the prices of

Located on the fringes of the Makati CBD,
Forbes Parkand Da s mar i T a are tha
country®os mo st excl
containing large detached homes on lots that
Ve, range in size from 600 to 3,000 sqms (6,458
1. .. to 32,292 sf). These neighbourhoods are the
- preferred options by expatriates seeking resi-
dential housing while villages such as Ur-
i daneta, Belair, San Lorenzo are secondary
‘ choices.

FORTBONIFACIO - Shell.

count ry 0 sthe basic geadgfrom ctimbing oetofc y transportation facilities are on the

us i

I I age
Ve

control which bodes well for most
consumers who at present are more
conscious when it comes to their
spending.

Most of the developments are aimed
at improving the delivery of goods
and services to the end users. Infra-
structure projects such as roads and

upswing. Likewise, real estate devel-
opers are seen gearing up their re-
tail development projects. As the
global market remains in disarray,

the country will have to rely on the
domestic market to drive the econ-
omy during this time of crisis.
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Metro Manila Retail Property Market

Contrary to the economic downturn
brought about by the global financial
crisis, the retail property market re-
mains strong with the major retail
developers reporting growth based
on their annual reports. Notwith-
standing the current crisis, develop-
ers are still undertaking major ex-
pansions and renovations to further
improve the quality and delivery of
its services to the consumers.

With the uncertainty brought by cur-

rent global economic crisis local con-

sumers have been forced to be more
cautious with their spending. This
has led to spending which is more

focused on the basic necessities with
spending on the luxury items being
deferred for the time being. Cush-

ioning the impact of the crisis is the
continuing decline of inflation. This

has kept prices stable and helped
prop up consumer confidence and

spending.

Crisis or not, people are continuing
to flock to malls to do their shop-
ping, pay bills, go for a medical or

dental check-up, attend worship ser-

vices or simply to relax. These wide
array of services being offered have
made the malls a significant part in

the lives of a great number of people

in the country, both Filipinos and

foreigners alike, continue to sustain
them during these times of crisis.

Metro Manila, rentals have remained
relatively stable during the period.
Sales slowing down for most estab-
lishments have resulted in a decline
in sales based rental revenue. This is
to be expected given the cutback in
expenditures of most consumers be-
cause of cautious spending.

Overall vacancy remained within
single digit levels as most of the new
spaces in the different malls have
been allocated to the tenants from
the old sections which were closed
down. There are likewise a number
of new tenants occupying the new
spaces which include new concept
shops and food and beverage estab-
lishments.

Metro Manila Retail Property Outlook

Mall developers seem unfazed by
the gloomy predictions of economic

experts as they continue to buck the
trend set by the ongoing global eco-

nomic crisis. They are still aggressive
in their expansion plans and have

made public announcements of new

mall developments and expansions
scheduled to begin within the year.

Retail developer Ayala Land has ear-
marked PhP7.2 billion to renovate
Glorietta 1 and rebuild the dam-

aged Glorietta 2 as part of the Ayala
Redevelopment

Center Program.

On top of the renovation of the retail
space, part of the redevelopment
will include the construction of new
office space and a four star busi-
nessmands hot el

Retail developer SM Prime Holdings,
likewise, announced plans of con-
structing a new shopping mall on a
sprawling property owned by the
Taguig City government located be-
side Bonifacio Global City. SM took
out a 25 year lease for the portion
of the property to be occupied by
the mall and will start construction
towards the end of 2009. The PhP2
billion mall, scheduled for comple-
tion in 2011, will be part of a com-
mercial center development which
will also include a hotel project.

It can be surmised that mall devel-
opers are quite confident their reno-
vations and expansions will be sup-
ported by the ever growing local
consumer base and the continuous
influx of multinationals, whether
tourist or expatriates.

MAKATI CBD and BONIFACIO GLOBAL CITY

Existing Stock: 494,834 sqm.

Rental Levels PhP600 to PhP1,600
New Supply Glorietta 5

Major Malls

Glorietta, Greenbelt, Market! Market!!,
Bonifacio High Street

ORTIGAS CBD
Existing Stock: 811,642 sqm.
PhP550 to PhP1,200

No new supply

Rental Levels
New Supply
Major Malls /Retail Centers

SM Megamall, EDSA ShangriLa Plaza,
Robinsons Galleria, The Podium

ROCKWELL CENTER

81,818 sgm.
PhP700 to PhP1,000

No new supply

Existing Stock:
Rental Levels
New Supply

Major Malls
Power Plant Mall

ALABANG
Existing Stock: 723,597 sqm.

Rental Levels PhP375 to PhP775

New Supply No new supply
Ma{or Malls )
Metropolis Star, Festival Mall, Alabang

Town Center, SM City Southmall

EASTWOOD CITY
22,750 sgm.
PhP800 to PhP1,000

No new supply

Existing Stock:
Rental Levels
New Supply
Maijor Malls /Retail Centers

l\E/Ias”twood Citywalk 1 and 2, Eastwood
al

QUEZON CITY
Existing Stock: 646,824 sgm.
Rental Levels PhP600 to PhP1200
New Supply No new supply

Major Malls )
SM North EDSA, Gateway Mall, TriNoMa

BAY CITY and ERMITA
726,493 sgm.
PhP400 to PhP800

Existing Stock:
Rental Levels

New Supply No new supply
Major Malls

SM Mall of Asia, Robinsons Place, SM
City Manila

Metro Manila Retail Market

1Q09 4Q08
Supply Up Up
Demand Up Up
Vacancy Neutral  Neutral

Prime Rents Up Up
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Major Retail Districts

The Makati CBD. Developed by the Ayala family, the Makati CBD is the fi-
nancial and commercial heart of the Philippines and contains the headquar-
ters of many banks, multinational corporations, and big local corporations.
The district hosts the countryds p
posed of the Glorietta and Greenbelt shopping complexes.

Ortigas Center. Developed in part by the Ortigas Co. 8 kilometers North of
Makati, the Ortigas Center is the second most important commercial and
business district in the country. The Ortigas district is also a major shopping
destination containing a number of major shopping malls in the country
which include the SM Megamall, The Shangrila Plaza, Robinsons Galleria
and The Podium. Also found in the district is the Greenhills Shopping Com-
plex, one of the oldest shopping complexes in the metropolis and Frontera
Verde. Both developments were spearheaded by the Ortigas Co.

Eastwood City. This 15-hectare mixed-use community is being developed by

Megaworld Corp. and was the first approved IT Park in the country. The de-

velopment boasts of having been the first ever accredited Tourism Entertain-
ment Complex by the Department of Tourism. It integrates the Citiwalk and

the Cyber & Fashion mall with the Eastwood Mall to form the retail facilities

which will complement the office and residential developments within.

Alabang. Filinvest Corporate City is a 244-hectare mixed use community
developed by the Filinvest Development Corp. (FDC) while the Madrigal
Business Park is a 25hectare joint development by the Madrigal family &
Ayala Land. Two major malls can be found in the area, The Alabang Town
Center by Ayala Land and the Festival Mall by Filinvest. Other malls in the
area are the Metropolis Star and South Station.

Bonifacio Global City. Also known as Fort Bonifacio, this 214hectare inte-

grated community on the fringes of the Makati CBD is being developed by

the Fort Bonifacio Development Corp. (FBDC) as an extension to the Makati
CBD. The major retail facilities in the district are the Market!Market! Mall

and the upscale Bonifacio High Street and Serendra which were developed
by Ayala Land.

Rockwell Center.This 15.5-hectare upscale selfcontained community on the
fringes of the Makati CBD was developed by Rockwell Land Corp. (RLC),
part of the Lopez Group of companies, on the site previously occupied by
the Rockwell Power Plant. The upscale retail mall is aptly named the power
Plant Mall.

Bay Area: The Bay Area contains the Aseana Business Park and SM Bay City,
which is the site of the countryds
Asia. Smaller strip malls can also be found within the area together with the
World Trade Center, one of the preferred exhibit sites in the metropolis.

Araneta Center (Cubao): Located in Cubao (Quezon City), the Araneta Cen-
ter is a 35-hectare commercial shopping, entertainment, and transportation
hub developed by the Aranet a
ping districts. I't is home to the
rently undergoing a redevelopment program which included the completion
of the transport oriented Gateway Mall.

Quezon City North Triangle Area : With a land area of over 50 hectares,
the Quezon City North Triangle area is the site of two of the countries big-
gest shopping mall s, the SM City
(Triangle North of Manila). The area is part of the proposed 250 Quezon
City Central Business District development.

argest

family
countryds first

North

TERMINOLOGY:

The Retail Trade Act of 2000.

This act opened the retail market to foreign reta
ers. Foreign ownership of as much as 100%
allowed under the law depending on the capital
zation of the business and subject to certain ter
and conditions. Foreign retailers not dealing
exclusively in luxury goods must, however, sou
at least 30% of their stock inventory, by value
locally for the first ten years after the law's effe
tive date. Foreign retailers selling luxury produc
must have at least 10% of their inventory consis
ing of products assembled in the Philippines.

LEASE LENGTH

Leases are typically for 1 year while leases for
anchor tenant are 3 to 5 years-in length. Shor
term leasing of retail space is generally not pos
ble.

REQUIRED DEPOSIT & ADVANCE

2 to 3 months deposit on rent plus service
charges, monthly rent paymentt and a fit
deposit

RENT QUOTATIONS

Rental rates consist of 2 components: 1) A ba:s
rent based upon the amount per sgm rented ar
2) a percentage of t he

SUCCEEDING RENTAL
Rent is usually paid monthly in advance.

RESTORATION

Shopping mall space is rented out as bare she
and is returned as bare shell at the end of th
lease.

shopping mall

i s one of the count
retai l

EDSA and Ayala L
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Philippines Industrial Property Market

The industrial property market re-

mai ns gl oomy with
ports down by about 39% for the

first two months of the year. The
decreased global demand brought

about by the global economic crisis

continues to
industrial sector. Temporary shut-
downs and shortening of operating
hours were reported in some of the
industrial parks in the country.

A notable event in the industrial

property market was the official an-

nouncement of the closure of the
manufacturing plant in the country

of computer chipmaker Intel. After

operating since 1996, the company

decided to shut down its plant in

Cavite due to massive losses over
the past years. This was further ag-
gravated by the global financial cri-

sis which started two years ago.

Another event was the pullout of
logistics company FedEx from their
facility in the Subic Freeport Zone. It
was not a total pullout as originally
envisioned but a transfer to the
Clark Freeport Zone at a scaled
down level of operations. The bulk
of the operations have been trans-
ferred to its new hub in Guangzhou,
China.

A bright spot in the industrial market
came by way of the expansion of
Japanese firm Hitachi Terminals
Mechatronics Philippines Corp.
(HTMP), a leading manufacturer of
automated teller machines and ter-
minal card reading machines. The
company inaugurated its new ware-
house in the Subic Bay Freeport
Zone despite the ongoing global

economic slowdown. The 3,564
sgm. warehouse will accommodate
various operations that involves re-
ceiving of goods, stocking, ware-
house controlling, keeping and ma-

terials handling, picking or with-

drawal of parts, delivery of picked

parts to production, as well as for

shipping.

The company feels strongly about
this aggressive move in this time of
crisis. According to them, this allows
them to be more efficient and at the
same time puts them in a good posi-

tion to better serve the needs of the
market whichuthey befidves wilk bxe-
picking up really soon.

Demand continues to remain low
and is not expected to go up any

p o u n d time rsoon. h kease ocates havey r@-<

mained unchanged in the major
PEZA accredited industrial parks and
has been the case for almost a year
now.

Vacancy has likewise remained rela-
tively unchanged as locators tend to
remain where they are as long as
possible. Most have resorted to tem-
porary shutdowns and reduced
working hours instead of totally pull-
ing out.

Land prices remain relatively un-
changed in the different PEZA ac-
credited industrial parks with some
of the more established companies
still holding their ground. However,

pressure is being exerted by the ap-
preciating land values in particular

the Laguna and Cavite area because
of the ongoing commercial and resi-

dential developments in the area.

The pressure to convert these indus-
trial property for other uses such as
commercial and residential contin-
ues to mount due to the growing
demand in these areas. The cost to
maintain and operate some of these
industrial properties exceed the reve-
nue they generate. In the same

manner the increased profitability
and returns for these types of devel-
opment is by far greater than most
of these industrial property which
makes it more practical especially
now during this time of crisis.

SUBIC BAY FREEPORT

Metro-Manila : 130 Kms (68 Miles) /2.5 Hours
Size 1 67,000 hectares/ 165,560 acres
Port Capacity:
15 Operational Piers /100k TEU Capacity
(600k TEU Capacity by 2007)/15 m Depth (49 ft)

Airport :

2.7Kms (1.7 Miles)/700 passengers at any given time
Power : 130 mws

Water : 33k cubic meters/day

Telco Provider Subictel (PLDT)

Lease Rate : US$0.40 - US$1.50 /sqm*
US$2.00 - US$20.00/sqm* Factory Bldg.

Some Industrial & Business Park
Subic Bay Industrial Park & the Subic TechnBark

CLARK SPECIAL ECONOMIC ZONE

Metro Manila : 80 Kms (50 Miles) / 1+Hour
Size : 33,653 Hectare / 83,158 Acres
Airport :
3.2Km (2 mile) runway/ 1.5M passenger capacity
(3.5M in 2007)

Power : 50mws + External
Water : Max 40k cubic meters/day (2010)
Telco Providers PLDT & Digitel

Lease Rate
US$ 0.30 /sgm (Main Zone Lot)*
PhP5,000- PhP20,000 /ha (Sub Zone Lot)*
US$1.00 - US$4.00 /sqm (SFB)*

Some Industrial & Business Parks
BerthaPhil Business Park, Clark Premiere Industrial Park,
and the PhilExcel Business Park

CALABARZON

Metro-Manila :110 Kms (68 Miles) /
2+Hour Drive to Batangas

Port (Batangas): 3 piers /4 -7 meter depth (13-23 ft)
Power : Varies by Location

Water : Varies by Location

Telco Providers: Varies by Location (PLDT etc.)
SellingRate  : PhP2,300 - PhP4,500 /sqm (Lot)

Lease Rate : PhP46 - PhP76 /sgm (Lot)*
US$2 - US$6 /sqm (SFB)*

Some Industrial & Business Parks
Calamba Premiere Intdl
(I & Il), Cavite Export Processing Zone, First Cavite
Industrial Estate, First Philippine Industrial Park, Gate-
way Industrial Park, Greenfield Automotive Park, La-
guna International Industrial Park, Laguna Technopark,
Light Industry & Science Park (I, Il, & IIl), Lima Technol-
ogy Center, and Philtown Industrial Park

CEBU
Metro-Manila : 569 kms (354 miles ) / 1 Hour Flight
PortCapacity :1MTEU Capacity /
9.5 Meter Depth (31 ft)
Airport : 3.7 Km (2.3 Mile) Runway /

2.5+ M Passengers
Power (Province) 302 mwh Capacity
Water (Metro Cebu): 140k cubic meters/day

Telco Providers: Innove, DTS, Innove, TMSI,
Sotelco, & Countrywide Telecom

: PhP3,000 /sqm (Lot)

: PhP18- PhP50 /sgm (Lot)*
US$2.50 - US$3.50 /sqm (SFB)

Some Industrial & Business Parks

Cebu Light Industrial Park, Mactan Export Processing
Zone I, Mira Nila Ecozone, PolambatoBogo Economic
Zone, South Road Properties (SRP), Taft IT Zone, and
West Cebu Industrial Park Special Economic Zone.

Selling Rate
Lease Rate

* Lease rate per month
SFB (Standard Factory Building)

Par k,

Car
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Industrial Property Outlook

The industrial property market is
expected to remain down for the

next few months as the crisis is ex-
pected to carry on. However, some
manufacturers have expressed opti-
mism in the near term with a fore-

seen mild improvement in the

manufacturing sector. Manufactur-

ing activity is expected to pickup as

the inventory which had been left
long standing because of the crisis
has been substantially disposed.
This presents an opportunity for
manufacturers to resume production
to replenish the supply stock.

This increased activity will eventually
lead to a spillover effect to the other
industries especially the logistics and
warehousing sector. These manufac-
tured items will have to be delivered
to their end users and will inevitably
require storage, handling and ship-
ment. Some manufacturers have
already taken the initiative by putting
up their own storage and handling

facilities as an expansion move and
to improve efficiency .

Manufacturers are hoping that this
upturn can be sustained even as the
global crisis persists. Demand for
manufactured products will continue
to remain down and hard pressed
as most of the major economies,
who also happen to be the largest
consumers of these products, are

still struggling to deal with the effects
of the crisis.

Cautious Optimism ...

existing portfolios on the said resort
island destinations.

It was also observed from the last
year 6s figures
crease in the number of tourists is
actually coming from the markets

booking accommodations for Con-

doHotels and CondoResorts because
of the extra rooms and space pro-

vided by these facilities. Providing an
oOat homeo feeli
vacation is one of the amenities be-
ing offered by these establishments
to mak e t he Vi
memorable and enjoyable.

From a preliminary report by the
Department of Tourism, tourist arri-
vals recorded a significant growth in
the early part of the year. Foreign
arrivals from Hong Kong, China and
Taiwan posted growths in January
2009 at 100.3%, 65.8% and 31.1%

ng

sitords

(cont. from p.1)

respectively. The significant boom in
foreign visits can be attributed to the
in-market tactical programs that the
department initiated for the celebra-

t h ation ofdahe @hmese New delrl e i

The BPO industry, which recorded a
26% growth resulted in a US$6 bil-
lion revenue as well as more than
100,000 additional jobs in 2008.
The office sector has continually
benefitedl frem tiheaBP® oogipandes
who are the primary tenants of the
market today.

stay mor e
The government, together with BPAP
and its partners, are constantly figur-
ing out ways of assuring compe-
tence and high standards among
the countryds tal
entice investors and foreign clients.
They have come up with programs
and activities geared towards im-
proving voice-based services and
more recently programs for the
higher valued non-voice services.
Other activities include promotion of
the industry through BPO investment
missions and conferences, standard
assessment tests for the BPO industry
among others. All of these activities
are done to ensure the continued
growth of the industry.

(continued in page 11)

e

TERMINOLOGY:

LAND OWNERSHIP

Generally (with some exceptions) only for
Filipino citizens and corporations that have at
least 60% of the capital owned by Filipinos.

LAND LEASES

Foreign companies investing in the Philip-
pines can lease land for 50 years and renew
the lease once for another 25 years.

DTI
The Department of Trade and Industry (DTI)

BOI
The Philippine Board of Investments (BOI)

PEZA
Philippine Economic Zone Authority

BCDA
Bases Conversion Development Authority

CDC
Clark Development Corporation

SBMA
Subic Bay Metropolitan Association

INDUSTRIAL PROPERTY UPDATE

Subic Bay Freeport Zone

1Q09  4Qos8
Demand Up Up
Capital Value n.a. n.a.
Rents Neutral Neutral

Clark Freeport Zone
nt 800I1Q@04Qﬁ83 t o
Deman Up Up

Capital Value n.a. n.a.
Rents Neutral Neutral
Calabarzon

1Q09 4Q08
Demand Neutral Neutral
Capital Value Up Up
Rents Neutral Neutral
Cebu

1Q09 4Q08
Demand Neutral Neutral
Capital Value Neutral Neutral
Rents Neutral Neutral
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ABOUT CB RICHARD ELLIS PHILIPPINES

CB Richard Ellis is the largest, vertically integrated commercial real estate services firm in the world. With headquarters
in Los Angeles, it has more than 356 principal offices in 58 countries worldwide and employs over 19,500 real estate
professionals. In the Philippines, CB Richard Ellis is the leading real estate service provider offering the most compre-
hensive and highest level of professional services in the country.

At CB Richard Ellis, we are committed to using our extensive industry knowledge, consultative approach and vast pool of
resources to help clients maximize the value of their real estate assets. We assist owners belonging to a range of sizes

and classifications in developing solutions for office, residential, industrial, and commercial / retail assets. We provide a
custom mix of products and services to deliver measurable returns.

The firm has established its position as the market leader in the commercial brokerage services and undertakes a large

portion of Tenant Representation assignments for multhational corporations who are entering or expanding operations
in the Philippines. CBRE has also facilitated the takeip of over 250,000 sgms (2.7 million sf) of space for call center/
BPOs. In addition, CBRE offers industrial and residential brokerage as an integral part of the full brokerage services of-

fered to its clients

The company is also aggressively expanding its involvement in Asset Services as it provides property management ser-

vices for over 230,000 sgms (2.5 million sf) of prime commercial, residential, and mixed-use properties. This portfolio is
spread over major areas in Metro Manila, including Makati City, Ortigas Center, the Bonifacio Global City, and the City

of Manila. The company also renders Facilities Management services for over 20,000 sgms (215,000 sf) of real estate
for corporate clients and other large occupiers.

The company

specializes in

di sposing

b a n ISisd® 2083 the cGnipahy &

had already conducted 43 auctions, successfully selling more than 1,500 properties nationwide amounting to over

Php1.8 billion.

The Research and Consultancy Department has an excellent track record providing professional advisory services to:

financial institutions, large domestic corporations, multinational corporations and government institutions, fund manag-
ers, international real estate funds, and investment banks.

CBRE offers a full range of services consistent with other Asian CB Richard Ellis offices and includes:

Brokerage Servicedi Office, Residential, Industrial, Retail, Hotel and Leisure, Project Marketing, Cross Border

Investment.

Asset Servicesi Asset Management, Facilities Management, Project Management, Lease Management and Ad-

ministration, Project and Technical Consultancy.

Property Management Servicegi Transaction Management, Project Management, Portfolio Management/Lease
Administration, Corporate Real Estate Finance, Strategic Planning and Consulting, International Services.

Financial Servicedi Research and Consulting, Project Valuation/ Appraisal, Feasibility Studies, Occupational Au-

dit and Management, Portfolio strategies, Investment Advisory, Development Consultancy, Financial Due Diligence,

Investment Banking Support, Public Auctions

Cautious Optimism ...

With the banking system fairly liquid,

opportunities for financing on a

small or large scale can make these
prospects more of a reality than a
possibility. Encouraging consumer
spending during these down times is
essential for the country to weather
out the crisis. Success in doing so will
address the demand of the domestic
consumers (which is the source of
the bulk of the demand in the mar-

ket today) and maintain to some

extent the operations of the indus-
tries addressing this demand. Breaks
in this cycle of consumption and pro-

duction should be prevented. If un-

abated these will eventually lead to a
collapse of the economy.

The forecasted economic growth by

(cont. from p.10)

the government of 3% to 4% this
year is quite encouraging given that
some of the other countries in the
region will be more than happy with

0% growth. Other experts believe
that the growth will be less at 1% to
2% but a positive growth nonethe-
less. But this can only be realized if
there is a concerted effort between
the government and the private sec-
tor. Both have an active part to play
and the roles of each should be
clearly defined in order for them to

be carried out properly, otherwise all

these efforts will go for naught. No-

body can afford to be complacent at

this stage.

Even during these times of crisis op-
portunities still abound. It will take

more than the usual level of effort to
track and hold them down. With less
resources and a reduced appetite in
the market, much care should be
taken in scrutinizing these opportuni-
ties so as to maximize the benefits
derived from these.

The current global economic crisis is
somet hing
enced before with nobody having
any idea of the extent the damage it
can cause. It would be foolhardy to
think that just because we are cur-
rently afloat that we will always stay
afloat. However, the aforementioned

factors can give us some reason to
maintain a level optimism but a cau-

tious optimism at that.

whi ch we

RO

h «
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For more information regarding the
MarketView, or our services, please
contact:

CB Richard Ellis Philippines, Inc.

Manila Office

10'Floor Ayala Tower One &
Exchange Plaza

Ayala Avenue, Makati City 1226
Phone: (632)258D / 84888

Fax: (632)-2521

Cebu Office

29Floor Waterfront Hotel and Casino
Salinas Drive Cebu City, Philippines
Phone: TBA

Fax: TBA

http://www.cbre.com
http://www.cbre.com.ph

Trent Frankum
Trent.Frankum@cbre.com.ph
General Manager

Joey Radovan
Joey.Radovan@cbre.com.ph
Global Corporate Services

Mike Mabutol
Mike.Mabutol@cbre.com.ph
Investment Properties & Capital
Markets

Victor Asuncion
Victor.Asuncion@cbre.com.ph
Global Research & Consultancy

Mabel Luna
Mabel.Luna@cbre.com.ph
Valuation & Advisory Services

Leighton Tsai
Leighton.Tsai@cbre.com.ph
Asset, Property and Facilities
Management
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