January 2009

BACK TO THE BASICS FOR 2009

The world faced tough economic
challenges in 2008 especially during
the midyear when the US economic
crunch intensified and the financial
crisis took a turn for the worse and
spread its effects to all parts of the
globe. It led to the deterioration of
major economies in the Eurozone
and Asia.

started us on the path to growth. In
this case, sustaining the industry that
has been driving the Philippine
economy for the past few years, the
local real property industry. Modera-
tion and caution will be crucial in
sustaining the industry during these
tough times. The potential for
growth, though not as huge as in the

Even the Philippines was not spared.

Though struggling, it showed resil-
ience to the financial distress and
performed relatively better than its
neighboring countries. The safety
measures set in place in the event of
an economic downturn has worked
as planned, a hard lesson learned
from a similar catastrophe that hap-
pened in Asia a decade ago.

With the economic slump experi-
enced by the global community,
growth prospects for the Philippines
slacken with experts cutting back
forecasts to between 4.4%and 4.9%
for the year. As the worldwide fallout
takes its toll on the domestic econ-
omy, pursuits in the local property
sector will have to grapple with the
tough times ahead.

To weather the crisis, we have to go
back to the basics and to those that

past, still exists. Unlike the real prop-
erty sector of 10 years ago, which
was highly speculative and one of
the major contributors of the finan-
cial crash back then, the sector to-
day is demand driven with develop-
ments substantially precommitted
prior to completion.

The robust growth by the local real
property sector in the previous years
benefited from extensive expansion
of outsourcing and offshoring busi-

ness, increased activity in the tourism
sector and heightened consumer
spending induced by the soaring

influx of OFW remittances. With the
reforms implemented in the financial

sector, the Philippine banking sector
has remained stable and sound

enough to deal with the adverse im-

pacts of the collapse of US financial
giants.

(continued on page 10)

As the year drew to a close, the
country got some minor relief form
the onslaught of the global eco-
nomic crisis. Inflation continued its
decline from the previous months
and ended the year at 8.0%. Along
with this came fuel prices rolling
back to its lowest levels in three
years. The much needed relief came
not only as a blessing but a gift to
the Filipinos for the holiday season.

The prospects of a recession have
been belied by the government and
most experts alike and with both in
agreement of an imminent slow-

down occurring instead. The Philip-
pines continues to be financially
sound with the banking sector
maintaining its liquidity and the

OFWs remittances steadily coming
in.

Growth for the last quarter of year
is forecasted to be between 4.4% to
4. 9% which is way
growth of 7.4%. This, however, is
not that bad compared to the other
countries considering the continuous
beating the global economy has
been getting from the crisis.

We may see some easing in foreign
investments in the short term with
most investors remaining cautious.
Experts believe that the effects of the
crisis will be fully felt towards the
start of the second half of 2009.

Some investors are taking a more
aggressive stance and are moving
into position ahead of the others.

(continued on page 10)

Key Indicators

GDP Growth (3Q2008) 4.6%
GNP Growth (3Q2008) 6.5%
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Metro Manila Office Market

The effects of the global economic
crisis have been increasingly felt in
the office sector. The CBD in par-
ticular has shown a decrease in
rents and increase in vacancy during
the period. The cost cutting meas-
ures employed by most companies
are forcing some of them to relocate
to more affordably priced yet newly
constructed office space in the other
districts.

The same situation is faced by new
entrants in the market that have to
deal with start up costs on top of the
regular operating costs. Other com-

panies have put upgrading and ex-

pansions plans on hold for the time

being to get a better feel of how the

market will move.

Makati CBD

Premium grade office rental rates in
the CBD have decreased to
PhP1,178 per square meter per
month from PhP1,200 per square
meter per month. Contributing to
this drop is the decrease in the
rental rate of the Philamlife Towers,
one of the assets of AIG, to
PhP1,000 per square meter per
month from PhP1,200 per square
meter per month. Incidentally, as-
sets of AIG in the country
(considered to be one of its perform-
ing assets globally) are being put up
for sale as part of its bailout plan.
Several major companies have ex-
pressed interest to purchase its hold-
ings for sale either individually or
collectively.

Grade A office buildings within the

CBD saw their lease rates decrease
to PhP886.49 per square meter per

month from PhP941.25 per square

meter per month. In tandem with

this was an increase of vacancy
rates in this segment to 5.57%. This
was the first time vacancy breached
5% since the end of 2005 and

shows the extent of the effects of cost
cutting measures employed by most
companies as well as the pressure
exerted by the new office building

developments in the different dis-
tricts.

The overall lease rate in the district
decreased to 1,018.57 per square

=

L ;

Source : CB Richard Ellis Philippines

meter per month from PhP1,061.16
per square meter per month while
vacancy rate increased to 4.5% from
4.38% over the period.

Fort Bonifacio

The Fort Bonifacio area continues to
be a much sought after location for

office space. Lease rates in the area
have increased while vacancy de-
creased during the period. These
happening with three new office
buildings operational during the

period.

Three World Square, One Campus
and Two Campus Place, all located
in  McKinley Hill were officially
turned over during the period and

contributed around 43,000 square

meters of office space. The major
tenants of these buildings include
Hewlett Packard, Accenture and 3M.
Even with the newly turned over of-
fice space, lease rates increased to
PhP717.83 per square meter per
month from PhP683.42 per square

meter per month.

Vacancy rate decreased in the dis-
trict decreased to 2.21% from 3.22%
during the period. Most of these
newly turned over spaces have been
pre-committed.

Ortigas Center

The Ortigas district followed a simi-
lar trend as the CBD during the pe-
riod. Lease rates eased to
PhP610.87 per square meter per
month from PhP626.30 per square
meter per month while vacancy in-
creasing to 3.83% from 2.85%.

(continued on page 3)

Makati CBD (Premium / Grade A)

Average Vacancy : 4..50% UP

Average Rent : down by 4.01%
PhP1,018/sgm/mo.

New Supply

No new supply

Major Office Buildings (Premium)

Ayala Tower One, The Enterprise Center,

Philam Life Tower, & RCBC Plaza.

Ortigas Center

Average Vacancy : 3.83% UP

Average Rent : down by 2.46%
PhP610/sgm/mo.

New Supply

No New Supply

Major Office Buildings (Prime)

Discovery Center, Robinsons Equitable

PClI Tower, SMPPI Corporate Center,

Taipan Place, Union Bank Plaza, Wyn-

sum Corporate Plaza

Quezon City

Average Vacancy : 5.64% DOWN

Average Rent : up by 0.76%
PhP534/sgm/mo.

New Supply

No New Supply

Major Office Buildings (Prime)

Citibank Square, CyberOne, Epixtar

House, IBM Plaza, & TechnoPlaza One.,

1800 Building, Bldgs. A-D UP Ayala

TechnoHub

Alabang Business District

Average Vacancy : 1.36% DOWN

Average Rent : up by 2.02%
PhP534/sgm/mo.

New Supply

No New Supply

Major Office Buildings (Prime)

i-Hub 1, Asian Star, Ayala LifeFGU

Center, Insular Life Corporate Center,

Northgate Cyber Plaza@ A, B, C & D,

5132 Building

Fort Bonifacio

Average Vacancy : 2.21% DOWN

Average Rent : up by 5.03%
PhP717/sgm/mo.

New Supply

Net Quad, Total Corporate Center, Two

World Square

Major Office Buildings (Prime)

Net One, Net Square, Net Cube, HSBC

Center, Bonifacio Technology Center,

BGC Promenade, Bonifacio High Street
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Metro Manila Office Outlook

The BPO industry will continue to be
the main driver of the office market.

However, the current recession in the
US has resulted in the slowdown of
offshoring and outsourcing of ser-

vices to other countries such as the
Philippines. This caused a tempo-
rary freeze in the expansion of some
of the BPO companies in the coun-
try. Consequently, fitouts and move-

ins for pre-committed space have
likewise been delayed pending the
outcome of the global economy in

the coming periods.

Most experts believe that this freeze
will be short lived and that foreign
companies will be eventually forced
to outsource and offshore some of
their services to lower cost and
highly efficient areas such as the
Philippines to sustain their busi-
nesses. The operation costs savings
provided by offshoring and out-
sourcing of services will be too sig-
nificant to ignore in the long term.

Office rental for the CBD is expected
to decrease in the coming periods as
tenants, mostly BPO related compa-

Metro Manila Office Market (continued from page 2)

This is most likely the effect of busi-
nesses, which are predominantly
BPO, preferring to locate in the new
developments in the emerging dis-
tricts. The Ortigas Center is more of
a traditional office location as it was
initially shaped in the same mold as
the CBD, unlike the emerging dis-
tricts, which are more attuned to the
needs of BPO companies.

Alabang Business District

The Alabang district saw the turn-
over of iHub2 with around 14,100

sgm of newly constructed office
space during the period. The entire
office building has been pre-
committed to a prominent multina-

tional company earlier in the year.

During the period lease rates in-
creased to PhP534.77 per square
meter per month from PhP524.20
per square meter per month during
the period while vacancy decreased
to 1.36% from 1.53%.

nies, are expected to opt for newly
constructed and lower priced rent
office spaces in the different districts.
The demand for lavish office build-
ings, such as those found in the
CBD, is seen to wane given the basic
nature of the office space require-
ments of BPO companies.

Office buildings constructed in the
districts such as Fort Bonifacio area
(i.e. Bonifacio Global City and
McKinley Hill) in Taguig and the UP
Ayala TechnoHub in Quezon City,
offer newly constructed and highly
efficient office buildings with lower
priced rents which are the type of
buildings that are very much suited
for BPO companies.

The Fort Bonifacio area is expected
to post the most significant growth in
terms of lease rates and occupancy.
Lease rates in the district have been
on a steady incline with most office
buildings reporting full occupancy.
Its proximity to the CBD as well as
the ongoing overall improvements in
the district makes it an ideal location
for BPO companies and traditional
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Overall development in the area
may be perceived as slow in com-
parison to the other emerging dis-
tricts. The district, however, has
found its niche in the office market
as it has maintained a steady growth
in the face of the ongoing develop-

office space tenants. The different
BPO and multinational companies,
mentioned earlier, which have
started their operations in the district
will increase the popularity of the
district as a location for other com-
panies to set up and inevitably in-
crease the demand for office space
in the area.

Not too far behind would be the UP
Ayala TechnoHub with nearly 5 of
the 10 buildings already built and
substantially taken up after breaking
ground less than two years ago.
IBM is reported to have taken up its
second building in the park which is
set to operate in early 2009. The
remaining 5 buildings are targeted
for completion by the end of 2009.

More pressure is expected to be ex-
erted on the Metro Manila Office
Market by the constantly improving
facilities in the provincial sites. The
adequate supply of labor, lower op-
erating costs and generally less
stress environment are the main
factors contributing to the appeal of
these areas as alternative BPO sites.

ments in the other districts.
Quezon City

Lastly, the Quezon City area showed
a decrease in lease rates to
PhP534.54 per square meter per
month from PhP538.65 per square
meter per month during the period.

This was due to a rent adjustment in
one of the buildings in the UP Ayala
TechnoHub.

Vacancy, on the other hand, de-
creased to 5.64% from 11.52% dur-
ing the period with the take-up of
5,200 sgm of office space in the UP
Ayala TechnoHub.

The newly completed retail facilities
in Eastwood City (Eastwood Mall)
and the UP Ayala TechnoHub
(Retail@TechPortal) will provide
added appeal for businesses plan-
ning to locate in these areas.
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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.
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Metro Manila Luxury Residential Market

The luxury residential sector contin-
ues to experience a lack of supply.
Amidst the ongoing global crisis,
demand for these units remains high
as more expatriates continue come
into the country. Rental rates were
reported to have increased during
the period with a fully furnished 300
sgm - 3 bedroom unit fetching as
high as PhP220,000 per month.

This gives an indication that a luxury
residential condominium in the CBD

and the Bonifacio Global City will be

a much welcomed development.
This is further highlighted by the sale
of units for the Raffles Suites and
Residences Manila which kicked off
its first phase with the one day ad-
vanced sale of 112 units last July
2008 that fetched US$45 million,

the biggest single day sale recorded
in history by a real estate company
in the Philippines.

The second phase was scheduled for

Metro Manila Luxury Residential Outlook

Luxury residential unit owners are
confident that their property will

hold their value defying the effects
of the economic difficulties. The on-
going crisis is expected to be felt by
the country on the middle of 2009

creating nuisance in the market.
Demand however is seen to hurdle
a less favorable economy due to the
scarcity of luxury condominiums and
high-end houses.

A sustained presence of expatriates
in the country driven by the exis-
tence of multinational companies
and the proliferation of O&O busi-

nesses coupled with tight stock is
expected to stabilize rental prices.
Strong domestic demand on the
other hand is seen to insulate selling
prices from the ambiguity of the
market.

Transactions in the luxury condo-
minium market are expected to be
buoyed by the launch of the third
phase of the Raffles Residences on
the early part of 2009. As the mar-
ket is defined by actual demand, a
standoff between buyers and sellers
is not seen to occur soon. A point of
caution though for both developers
and landlords are the threats of

December 2008 for the remaining
47 units which included 4 penthouse
units with a minimum 400 sgm floor
area for at least PhP85 million each.
Also included were twobedroom
units with sizes from 124 sgm to 164
sgm priced at PhP25.9 million to
PhP27.3 million. Several three
bedroom units, 209 sqm to 251 sgm
in size, priced from PhP45.5 million
to PhP48.3 million will also be sold.

Result of the second phase sales are
currently unavailable but is expected
to be as brisk as the first.

Source : CB Richard Ellis Philippines

higher borrowing costs and infla-
tionary pressures that might affect
sales and leases for highend resi-
dences.

CONDOMINIUM LEASE RATES

Size Lease Range Average
(PhP) (PhP)

(sqm)

Legaspi Village

1 Bedroom 40 - 80 60k-80k 70k
2 Bedroom 110 - 150  85k-140k 100k
3 Bedroom 150 - 250 100k-180k 125k

Salcedo Village Forbes Park

1 Bedroom 40 - 80 40k-60k 50k
2 Bedroom 110 - 150  80k-120k 100k
3 Bedroom 150 - 250  90k-150k 120k

Apartment Ridge

1 Bedroom 770122 40k-60k 50k
2 Bedroom 122 - 160 80k-120k 100k
3 Bedroom 265 -285 90k-150k 130k

Rockwell Center

1 Bedroom 75-85 70k-85k 80k
2 Bedroom 125-157  100k-130k 115k
3 Bedroom 197-247  145k-180k 160k

Bonifacio Global City

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

Dasmari Yas Village

Makati CBD (Luxury/Grade A)

Supply (Luxury) : 182 Units
Supply (Grade A)  : 2,134 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

Major Luxury/Grade A Buildings*
One Roxas Triangle, Shang Grand Tower, Resi-
dences 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

Bonifacio Global City (Luxury/Grade A)

Supply (Luxury) : 982 Units
Supply (Grade A)  : 656 Units

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

: Php75k - PhP80k (1BR)

: Php85k - PhP110k (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*
Pacific Plaza Towers, Essensa East Forbes, Re-
gent Parkway, One Serendra

HOUSE LEASE RATES

Size
(sqm)

Lease Range Average
(PhP) (PhP)

3 Bedroom 700-1,000  180k-220k 200k
4 Bedroom 1,000-1,500 250k-350k 300k
5 Bedroom 1,500-2,500 350k-500k 425k

3 Bedroom 700-1,000  160k-200k 180k
4 Bedroom 1,000-1,500 200k-300k 250k
5 Bedroom 1,500-2,500 250k-350k 300k

Urdaneta Village

3 Bedroom  500-700 150k-170k 160k
4 Bedroom 800-1,200 180k-220k 200k
5 Bedroom 1,200-1,500 220k-250k 235k

BelAir Village

3 Bedroom  500-700 90k-120k 110k
4 Bedroom 800-1,200  120k-150k 135k
5 Bedroom 1,200-1,500 135k-175k 155k
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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.

Located on the fringes of the Makati CBD,
Forbes Parkand Da s ma r i

Tasarethed | | age

country®os

mo st exclusi ve

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.

Economic Overview(cont. from p.1)

These include Citibank and AIG,
companies that have been hit se-
verely by the crisis, and JP Morgan
Chase. These companies are re-
portedly repositioning themselves in
the Asia Pacific Region where the
effects of the crisis are not as se-
verely felt.

Major developers are taking this as
an opportunity to step up and im-

prove the products and services they
have to offer for existing as well as
potential clients. These developers
have firmed up their relationship

with the local banks and financing

institutions, both of which managed

to stay healthy in this time of crisis.

practice is what will sustain and see
us through these tough and trying
times.

In the end, the main focus would be
quality and value for money for the
customers. Maintaining this best



The period saw major turnovers of
retail space within the metropolis.
Two of the countries largest malls,
SM North EDSA and SM Megamall
(which are also considered among
the largest malls in the world) saw
their expansions completed in time
for the holiday shopping.

The SM North EDSA Annex expan-
sion gave an additional 90,000 sgm
of GFA making it the largest mall in
the country and the third largest in
the world. The SM Megamall expan-
sion, also known as the bridgeway
expansion, provided an additional
8,120 sgm leasable shopping space
to the mall development.

The CBD also saw the completion of
Glorietta 5 which is a mixed office
and retail development during the
period. These newly completed
spaces, totaling 9,500 sgqm are to be
occupied by the tenants from Glori-
etta 1 and the explosion damaged
Glorietta 2 as the aforementioned
areas will be renovated as part of the
redevelopment plan of the Ayala
Center.

Also opening during the period was
Eastwood Mall in Eastwood City Li-
bis. The four-storey structure which
provides 45,000 sgm of retail space
will complement the various office
and residential expansions under-

gone by the complex over the past
few years.

The different expansions in the retail
market during the year shows the
confidence of retail developers of the
recovery of the retail industry. These
developers have a strong belief in
the economy to rebound as well as
the resilience of the Filipino consum-
ers to weather out the effects of the
economic crisis.

Visibly noticeable were the number
of shops up for opening in the major
retail areas of the metropolis. A
number of these were originally
scheduled to open during the period
but were delayed causing them to
miss on the peak of the holiday
shopping.

The holiday shopping season pro-
vided a temporary respite from the
economic crisis as consumers
trooped to the major retail malls for
their Christmas shopping. All
throughout the year, retailers have
been lamenting about the slowdown
in sales, even with the substantial
discounts being offered, due to the
tightening in consumer spending.
Sales during the period were ex-
pected to be highest during the year
but more than likely not as high
compared to the past few holiday
seasons.

Metro Manila Retail Property Outlook

Growth in the retail property market
is expected as mall developers ex-
pressed optimism
quick recovery from the economic
crisis. This as major retail mall de-
velopers have announced planned
expansions for the coming periods.

Developers are keen on proceeding
with their expansion plans even dur-
ing this time of crisis. The sentiment
being shared is that the expansion

e —t e

: CB Richard Ellis Philippines

Source

will be completed after more than a
year. Hopefully, by that time, the
ocauntry \ilebe an a@suwayt autyoBtise
crisis. They would rather have the
space available by the time the crisis
passes rather than playing catch up
when the demand suddenly turns

up.

This sentiment also follows the ex-
periences shared by some retailers
after the economy has emerged
from an economic crisis. Based on
their experience, some retailers have
noted that sales usually pickup
quickly after the economy has recov-
ered from the crisis. Consumers,
most likely, take this opportunity to
reward themselves after a prolonged
scrimping on expenses during the
time of the crisis.

CBRE Property Market View | Page

Metro Manila Retail Property Market

MAKATI CBD and BONIFACIO GLOBAL CITY

Existing Stock: 662,313 sqm.

Rental Levels PhP600 to PhP1,600
New Supply Greenbelt 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
Eastwood Citywalk 1 and 2

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 sqm.
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

4Q08 3Q08
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



CBRE Property Market View | Page ¢
Philippines Industrial Property Market

The weakening of the economy of
the US due to the ongoing financial
crisis has produced adverse impacts
on the already embattled industrial
property sector. Declining demand
for electronics exports from this ma-
jor trade partner has made income
prospects wane resulting to slow-
down in production. Local analysts
are reiterating projections of a flat
growth for the sector this year. This
same situation holds true for our
neighbors within the region.

With the cooling down of the manu-

facturing sector, investors are taking
a more conservative stance by hold-
ing certain operations in abeyance.
Though market sentiment continues
to be less optimistic, a bright spot
was seen by makers of solar, aero-
space and medical technology com-
ponents. Manufacturers were able to
experience continued demand for
such exports defying the trend on the
electronics exports market.

The silver lining on the industrial

sector remains in the Economic
Zones of Subic and Clark. Export
targets for the year in the area are

still deemed achievable. Even with
the current economic fallout, loca-

tors have not indicated intentions to

pull out of the zones though compa-

nies have expressed concerns on the
effects of the crisis on their opera-
tions.

To reduce the burden of locators in
the CFZ, the CDC has contemplated
on easing out its lease terms. Nego-
tiations have started with locators
operating in the area. Part of the
plan is to postpone some lease pay-
ments and hold back on the share
on the gross sales. The CDC likewise
reduced the cost of power within the
CFZ which will make its rates the
cheapest in Luzon. On top of the
reduction planned developments to
augment the existing power supply is
also underway.

Adequate infrastructure investments
in the areas of Subic and Clark will
supplement operations further im-
proving the position of the economic
zones as a major services and logis-
tics hub in Asia. The opening of the

3.8-kilometer two-lane Panday Pira
road paved the way for the full op-
eration of the Clark North Inter-
change and improved access into
the Freeport zone.

The establishment of Texas Instru-
ment sd $1.5B assce
Clark Freeport Zone has attracted
several electronics locators. Compa-
nies that have subleased in the area
targeting Texas Instruments as a
market were semiconductor manu-
facturers CFC Semitoll, Inc. and En-
plas Tesco, Inc. and electronics
processor TMC Recycling Technol-
ogy Clark.

Budget carrier Cebu Pacific together
with SIA Engineering Corp. of the
Singapore Airlines group, broke
ground for a US$100 million aircraft

maintenance facility in the CFZ. The
project involves the construction of
three large hangars that will service
long-haul commercial aircraft at a

10-hectare property within DMIA.
The first hangar will service narrow

bodied aircraft like the Airbus 320,

while the second and third will ser-
vice wide-bodied aircraft such like
the Boeing 747 and 777.

It is expected to be completed by the
second quarter of 2009.

Another bright spot in the industrial

sector, though shortlived, is the ex-
tension by FedEx of its operations
until the middle of 2009. FedEx was
originally scheduled to cease its op-
erations by the end of 2008 but

opted to extend until mid 2009 as its

new Asia Pacific Hub in Guangzhuo
Baiyun International Airport in China

would only be fully operational in

the first half of 2009 and is currently

in its testing phase.

Source : CB Richard Ellis, Philippines

SUBIC BAY FREEPORT

Metro-Manila : 130 Kms (68 Miles) /2.5 Hours
Size : 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 Techn®ark

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 ff)
Power : Varies by Location

Water : Varies by Location

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

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

Some Industrial & Business Parks
Calamba Premiere Intdl
(I & II), 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 /sgm (SFB)

Some Industrial & Business Parks

Cebu Light Industrial Park, Mactan Export Processing
Zone II, Mira Nila Ecozone, Polambato-Bogo 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



Industrial Property Outlook
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The ongoing economic crisis is not
seen to ease out soon and outlook
for exports remains to be gloomy.
The industrial sector is seen to ex-
perience further weakening of inter-
national demand. However, the sta-
bility of the coun
and continuous spending in infra-
structures will be a major factor in
attracting industrial locators. Certain
notable investments are expected to
enter on the industrial and economic
zones in the country.

Taipei-based steel firm CKU Steel
Corp. is planning to expand its
Batangas operation by putting up
another steel plant as it sets up its
adoption for a blast furnace opera-
tions or a backward integration
process. The expansion which will
cost more than $100M will com-
mence as soon as the company ac-
quires an area for port operations
near its manufacturing facilities in
Mabini.

As part of its expansion, Japanese
automated teller machine maker
Hitachi Terminals Mechatronics
(Phils.) Corp. is spending an addi-
tional $1M worth of investments to
build a warehouse facility at the

Source : CB Richard Ellis, Philippines

Opportunities In Property Sector ... (cont. from p.1)

Even with a stable banking sector,
interconnection of the country to the
global economic scupper is incon-
trovertible. The exports sector has
been hit by the dwindling demand
for electronics products, garments
and other commodities that have
resulted to setbacks in the labor sec-
tor. However, the relatively resilient
economy together with mounting
investments in infrastructure and
favorable business incentives con-
tinue to lure foreign investments and
is hoped to stimulate industrial op-
erations.

Subic Techno Park. The company
intends to boost its production and
improve its efficiency to be able to
compete in the world market.

Clark Freeport will be a host for the

planiyed $1.5B logistce lcub aflUS s e ¢

based advisory and management
firm Peregrine Development Interna-
tional Inc. The logistics facility is set
for completion by 2010 which will
rise beside the international airport.

The government on the other hand
intends to put up a textiles town in
the Clark Freeport Zone as part of
its efforts to lure more foreign invest-
ments in the country. It is targeting
garments and textiles companies
eyeing on moving out of China to-

wards sites on Vietham and the Phil-
ippines. Tax incentives and duty free
importation of capital equipments

and raw materials were approved

for investors that would set up their
factories in the area.

As the JapanPhilippine Economic
Partnership Agreement takes effect
giving preferential treatment to Fili-
pino and Japanese nationals on
manufacturing and trade, Japanese
firms are expected to pour out in-
vestments in the country. Companies
that have signified intentions to
transfer their businesses include
windmill component manufacturer
Kazuki Polymer, solar cells firm
Sanko Metals, automotive parts
creator Japan Rebuilt and bathroom
and kitchen fixtures maker Wako
Co. These companies are seeking
out economic zones in Batangas,
Laguna and Cavite as locations for
their manufacturing facilities.

As cost cutting strategies are imple-
mented by US and European com-
panies, investments in the O&O sec-
tor continues to have a positive out-
look. The need to improve cost and
operational efficiency provides the
possibility for the O&O sector to
gain more clients with the country
remaining to be a source of highly-
skilled low cost labor given the high
affinity to the Western world.

(continued on page 11)
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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

3Q08 2Qos8
Demand Up Up
Capital Value n.a. n.a.
Rents Neutral Neutral

Clark Freeport Zone

3Q08 2Q08
Demand Up Up
Capital Value n.a. n.a.
Rents Neutral  Neutral
Calabarzon

3Q08 2Q08
Demand Neutral Neutral
Capital Value Up Up
Rents Neutral Neutral
Cebu

3Q08 2Q08
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

Opportunities In Property Sector ... (cont. from p.10)

BPO companies are proliferating
in areas outside Metro Manila
which are proving to be cost effi-
cient as resources abound. Im-
provements on transportation, tele-
communications and utilities net-
works has prompted the expansion
of BPO offices to emerging out-
sourcing cities like lloilo, Davao
and Bacolod apart from the current
existence in Metro Cebu and Metro
Baguio. Such developments buoy
the office leasing sector.

Efforts to maintain an upbeat tour-
ism sector by drawing in travelers
outside the US areas will benefit the
retail and hotel industry. Expansion
of retail establishments were under-
taken amidst speculations of belt

tightening among households. Al-
beit at a slower rate, remittances of
OF W0 s ar e still
the crisis. OFW's are keen on mov-
ing over to countries less affected
by the economic slowdown.

The effects of the $700B bailout of
the US to save its financial sector is
hoped to take effect soon to save
the world economy from further

contractions. On the local side,

government pump priming is ex-

pected to yield a stronger invest-
ment community. With the election
fever embarking early on, local

businesses will be bolstered up with
the upsurge of expenditures.

For the coming year, economic

experts and analysts believe that
both the local real estate and bank-

i ring mdustries willgstill ke weipable of

financing and developing projects.
The remaining liquid investors can
flock to direct investments and real
estate properties and may look at
the opportunities in companies
which have physical properties that
offer face-to-face customer experi-
ences.

The economy is believed to survive
and will soon bounce back through

the support of the continuous influx
of outsourcing and offshoring con-

tracts from foreign investors and
locators, increasing number of

OFWs, and the further booming of

both local and foreign tourism.

RO
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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

JdLevel i2 Asiatown IT Park
Cebu City, Philippines
Phone: (633241288

Fax: (6332)-2B%2

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

Raffy Cenzon
Rafael.Cenzon@cbre.com.ph
Valuation & Advisory Services

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