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SUMMARY

Sydney recorded about US$1.2 billion worth of hotel investment in Q3 from Middle Eastern 
and South Korean buyers.

The total value of Asia Pacifi c 
investment sales increased by 151.1%, 
from US$1.10 billion in Q3/2012 to 
US$2.77 billion in Q3/2013.

The top three markets of 
Australia, Singapore and Japan 
accounted for 83% of the total 
investment volume of the 15 
countries surveyed1.

The majority of investors are still 
chasing prime opportunities across 

1 India, Maldives, Thailand, Viet Nam, Malaysia, 
Singapore, Indonesia, Cambodia, the Philippines, 
China (including Hong Kong and Macau), Taiwan, 
South Korea, Japan, Australia and New Zealand.

all market segments. The scarcity 
of core investment opportunities 
in Hong Kong, Bangkok and Seoul 
has led to very few transactions 
across our study area in the reviewed 
quarter. 

The prime yield differential 
between core and secondary markets 
has started to narrow, mainly led by 
yield compression in Singapore and 
Tokyo. The average yield in our area 
is between 3.5% and 4.5% for prime 
hotels, and between 7.0% and 9.0% 
for prime resort hotels.

“Hotel room supply is growing 
across Asia Pacifi c, resulting in 
more investment opportunities 
and driving volumes, especially 
in markets where unbranded 
hotels are not readily available. 
However, with only a few hotels 
being launched over the last few 
years in key cities, pricing has 
remained aggressive, with investors 
competing for any available assets.” 
Savills Research

Image: Sydney , Australia
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Market overview
The third quarter recorded 
approximately US$2.77 billion 
worth of investment transactions, 
representing a 151.1% increase 
over Q3/2012 (US$1.1 billion) and 
an increase of 5.1% from Q2/2013 
(US$2.64 billion).

Three major transactions which 
occurred in the reviewed quarter 
provide good examples of investment 
market trends. The Grand Park 
Orchard transaction (circa S$462 
million) highlights the current 
insatiable appetite for freehold hotel 
acquisitions in Singapore; the Four 
Seasons Sydney sale (circa A$342 
million) indicates growing investor 
interest from South Korea in iconic 

hotels, particularly in prime markets; 
and the Sheraton Grande Tokyo Bay 
acquisition (JPY42 billion) shows that 
Japanese commercial transaction 
volumes continue at a strong pace in 
2013, driven by J-REITs.

Northern Asia1

Japan witnessed US$496 million 
worth of investment transactions 
in Q3/2013, representing a 78.7% 
increase over the US$277 million 
recorded in Q3/2012. 

We are now seeing more 
Japanese companies, whether in 
the manufacturing or real estate 
industries, acquiring overseas real 
estate, while international funds, 
mainly from Asia, have a strong 
1 South Korea and Japan.

appetite to invest in real estate in 
Japan. The largest transaction in 
Q3/2013 was the acquisition of 
Sheraton Grande Tokyo Bay by 
Fortress Investment Group LLC, a 
global investment management fi rm. 
It is our understanding that the hotel's 
ownership was transferred to CMBS-
holding creditors from Morgan Stanley 
Real Estate and Starwood Hotels and 
Resorts. The acquisition price was 
approximately JPY42 billion (US$422 
million).

Rising tensions between South and 
North Korea have pushed South 
Korean investors to look overseas 
for new real estate investment 
opportunities, such as the Four 
Seasons Sydney, recently acquired 
by Mirae Asset Global Investments, 
one of the largest fi nancial institutions 
in Korea. Locally, Mirae Asset's 
investment into the hotel will be 
managed by Millennium Capital 
Managers, a Sydney-based fi rm. 
According to Real Capital Analytics, 
South Koreans have invested about 
US$1.1 billion in real estate outside 
their home market in Asia Pacifi c in 
the fi rst nine months of 2013, already 
more than double the US$580 million 
spent in 2012.

Eastern Asia2

China witnessed US$366 million 
worth of investment transactions 
in Q3/2013, which brings the total 
year-to-date (YTD) investment 
volume to US$683 million. This 
quarter, the largest transaction was 
recorded in Beijing, when a wholly-
owned subsidiary company of 
Beijing Properties (Holdings) Limited 
acquired a 75% equity interest in the 
343-room Holiday Inn Downtown 
Beijing from Beijing Jinghua Trust and 
Investment Corporation at a tender 
price of RMB554 million (equivalent 
to approximately US$90.6 million). 
Although domestic investors continue 
to dominate the market, there is an 
increasing interest from international 
investors, mainly from Hong Kong and 
Singapore. However, an imbalance 
between supply and demand in 
the realty market has created rising 
capital values in China's fi rst- and 
second-tier cities like Beijing, 
Shanghai, Guangzhou and Shenzhen.

In Hong Kong, government measures 
have succeeded in freezing price 
appreciation across most sectors, 

2 China, Macau, Hong Kong and Taiwan.

GRAPH 2

Asia Pacifi c investment sales transaction volumes by location, Q3/2013

Source: RCA, Savills Research & Consultancy
*Southeast Asia except Singapore.
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GRAPH 1

Asia Pacifi c investment sales transaction values, Q1/2010–Q3/2013

Source: RCA, Savills Research & Consultancy
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TABLE 1

Selected Asia Pacifi c investment transactions, Q3/2013

Source: RCA, Savills Research & Consultancy 
* Subject to variable exchange rates.

Hotel Location
Approximate sale price 

(US$ million)* 
Buyer

TAHL Portfolio Australia 722.00 Abu Dhabi Investment 
Authority 

Sheraton Grande Tokyo Bay Tokyo, Japan 423.37 Fortress Investment Group

Grand Park Orchard Singapore 364.25 Bright Ruby Resources

Four Seasons Hotel Sydney Sydney, Australia 311.47 Mirae Asset Global 
Investment

Gallery Hotel Singapore 181.34 RB Capital

GRAPH 3

Asia Pacifi c sales transaction volumes 

by source of investment, Q3/2013

Source: RCA, Savills Research & Consultancy
*Southeast Asia except Singapore.
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with speculators, funds and other 
investors all exiting the market. No 
major deals (over HK$70 million) 
were completed in Q3. Most vendors 
were fi nancially secure, and therefore 
without pressure to sell their premises 
at discounted prices. However, 
potential purchasers were expecting 
a certain degree of leeway when 
striking a deal given the reduction in 
sales demand. This stand-off between 
vendors and buyers led to very low 
transaction volumes. Vendor holding 
power appears strong and we expect 
lower volumes over the next few 
months.

Southeast Asia3

Hotel investment activity in Southeast 
Asia, excluding Singapore, slowed 
in Q3 in terms of the transaction 
volumes, while the few potential 
transactions have not yet been 
confi rmed.

Southeast Asia currently presents 
differing hotel investment 
opportunities from country to 
country. In markets like Viet Nam 
and Indonesia, the focus is usually 
limited to the major cities, while in 
Malaysia and Thailand, urbanisation 
and improving infrastructure bode well 
for the hotel sectors in destinations 
like Phuket, Koh Samui and Kota 
Kinabalu.

In Malaysia, Kota Kinabalu is seen 
as an emerging region for hotel 
transactions, as the tourism sector 
has recently witnessed rapid growth. 
The Federal Land Development 
Authority (Felda) Group has expanded 
its involvement in the hospitality 
business with the acquisition of the 
325-room Grand Borneo Hotel in Kota 
Kinabalu for US$27 million or over 
MYR86 million. 

Minor Hotel Group has announced 
the addition of its fi rst property in 
Cambodia. The group has acquired 
the majority ownership of the 14-room 
Sothea Boutique Resort in Siem Reap 
with an investment value of US$6.4 
million or KHR26 billion, which will 
be rebranded to a proposed 39-suite 
Anantara Angkor Resort & Spa later 
this year. 

Singapore witnessed US$742 million 
worth of investment transactions in 
Q3/2013, which brings the total YTD 

3 Thailand, Viet Nam, Malaysia, Singapore, Indone-
sia and the Philippines.

investment volume to US$1.47 billion. 
This quarter, a total of fi ve hotels, 
mostly in the mid-tier to upscale 
category have changed hands. The 
average transaction price for the 
most recent transactions exceeds 
S$1 million per room. Nonetheless, 
the mix of a weaker events calendar, 
slower corporate demand and price 
competition from newly opened 
hotels has reduced hotel trading 
performance this year. According 
to the Singapore Tourism Board, 
Singapore’s average revenue per 
available room was down 3% year-
on-year in the fi rst seven months of 
this year. Consequently, acquisition 
cap rates have been compressed to 
as low as 3.5% to 4.0% for some 
recent transactions, such as Grand 
Park Orchard, Hotel Gallery and Hotel 
1929.

Australia and New 
Zealand
Australia recorded US$1.07 billion 
worth of investment transactions 
in Q3/2013, representing 38.5% 
of the total investment volume of 
the 12 countries surveyed in Asia 
Pacifi c. In the fi rst nine months 
of 2013, hotel investment activity 
in Australia reached US$1.63 
billion. In the reviewed quarter, 
transactions included the TAHL 
Portfolio takeover from Abu Dhabi 
Investment Authority for circa A$800 
million, including about 4,000 rooms 
across the country, and several large 
single-asset sales such as the Four 
Seasons Sydney to Mirae Asset 
Global Investments for circa A$342 
million. While demand remains at an 
all-time high, limited opportunities 
for reinvestment in Australia and the 
strong trading outlook means that 

owners are choosing to hold onto 
existing assets in the short to medium 
term. Consequently, when assets 
do come to market in key cities and 
strategic destinations, they are keenly 
contested. This has also resulted in 
increased investor interest in regional 
areas, most notably Queensland, 
with major sales in this state of over 
A$10 million. In the last three months 
of 2013, while we expect to see 
some more off-market single-asset 
transactions, activity will largely slow. 
Major institutions and investment 
funds will continue to dominate the 
sector as they did in 2012.
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OUTLOOK

The prospects for the market

A number of deals that are 
in the negotiation stage could 
lead to an improved output for 
the rest of the year. We anticipate 
an increase of about 30% in 
investment for the last quarter 
compared with the same period 
last year, and annual fi gures may 
increase by 9.0% over 2012.

The strongest growth in 
volumes for the whole of 2013 

are expected to be in Japan, South 
Korea and Singapore with double-
digit investment volume growth, 
while decreases are expected in the 
markets of Hong Kong, Thailand and 
China, mainly due to the lack of prime 
products.

There is a rising infl ux of new 
funds to Asia Pacifi c, with sovereign 
wealth funds from the Middle 
East, international pension funds, 

opportunistic funds and other new 
players seeking opportunities in 
different Asian sectors. 

Overall prime yield levels 
should remain stable, while investor 
confi dence improves for the 
secondary markets. We predict that 
prime yields may harden further in 
Singapore, Japan and Thailand, while 
we do not expect any major changes 
elsewhere until the end of 2013.


