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SUMMARY
Investor sentiment in the region is fairly positive; however, finding assets to buy at the 
right price with good risk-adjusted returns is a different matter.

 The total value of investment sales 
decreased by 9.6%, from US$5.7 
billion in 2011 to US$4.7 billion in 2012.

 The Japanese market contributed 
US$1.05 billion or 23.0% of all 
investment sales in 2012.

 Hong Kong investors invested 
nearly US$1.4 billion or 29.7% of all 
investment sales in 2012.

 Investment sales in Hong Kong 
and Southeast Asia rebounded, with 
transaction volumes surging 123.1% 

and 64.3% respectively year-on-year 
(YoY).

 Investment sales in Singapore 
and China decreased the most, with 
transaction volumes falling 48.5% and 
33.2% respectively YoY.

 Asian cap rates increased slightly 
in the last quarter; however, yields 
remain more compressed than in 
western markets. An average yield of 
5.8% for prime assets was recorded in 
2012, which is the lowest for years.

“Optimism has returned to the 
market recently as Asia appears to 
be safe from the global economic 
uncertainties which started in 
late 2011. In the absence of 
another unforeseen major external 
shock to the market system, 
solid underlying fundamentals 
are expected to propel markets 
forward.” Savills Research
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Market overview
Approximately US$4.7 billion worth of 
investment transactions were recorded 
in 2012, representing a 9.6% decrease 
over 2011’s US$5.7 billion, and 
bringing the total volume in Q4/2012 to 
US$918 million.

Investor sentiment in Asian markets 
deteriorated towards the end of 2012, 
influenced by the global economic 
outlook for 2013. However, at the 
end of the year, capital values were 
still high, while yields compressed 
throughout the year.

In 2012, the Tokyo and Hong Kong 
markets illustrated the different 
approaches of overseas and local 
investors in regards to property pricing, 

with Asian buyers often willing to 
pay more for properties with yields 
that overseas buyers find irrelevant. 
Tokyo and Hong Kong are currently 
enjoying very low interest rates, and a 
widespread belief that pricing is about 
to bottom out and that institutional 
investors will increase their exposure to 
hospitality related assets.

Northern Asia1

It was a busy year in Japan as there 
were more and more deleveraging 
opportunities available. Local banks 
still hold a large proportion of bad 
loans on their balance sheets, and 
there has been almost no political 
pressure so far because they remain 
relatively healthy and have no proper 
commercial incentive to sell. However, 
more deals will appear on the market 
as several commercial mortgage-
backed securities (CMBS) are believed 
to mature this year. Generally, prices 
are discounted by between 30% and 
40% from 2007 levels, with a yield 
spread of 500 basis points (bps) over 
ten-year government bonds.

Overseas investors are still having 
some issues getting a foothold in the 
Korean market, as property assets 
tend to be traded between domestic 
players and it is still difficult to find 
the same level of transparency that 
overseas buyers are used to in Japan 
or Singapore. The market is currently 
dominated by the country’s pension 
funds, which have more capital to 
place than the market can absorb 
at the moment. Nevertheless, some 
opportunities are expected to appear 
on the market in 2013 at average cap 
rates of 6% in Seoul, with a spread of 
100 to 150 bps. 

Eastern Asia2

Having the right partner in China 
is more favourable than having the 
best property, as cap rates tend to 
compress for stabilised assets and 
there is potential for distressed assets, 
mainly in development. This is largely 
due to the Chinese government which 
continues to enforce regulations limiting 
developers’ access to bank debts and 
loan to value ratios. Developers have 
to generate cash flow by accepting 
discounted prices to sell inventory.

Hong Kong has recorded a strong 
stream of transactions this year. 
However, it is still only the high net 
worth individuals from Hong Kong 

1 South Korea and Japan
2 China, Macau, Hong Kong and Taiwan

or Macau that can afford to buy at 
the moment, and pay in cash when 
an opportunity is available on the 
market. There are not that many 
overseas funds which are in a buying 
mode or are trying to sell, unless they 
need to exit. Banks were hesitant to 
finance deals during the first half of 
2012, mainly because of a shortage 
of liquidity caused by European 
macro problems. Nonetheless, this 
uncertainty ended around the middle 
of 2012 and the market is now back to 
normal. 

Southeast Asia3

Southeast Asia has seen a 64.3% 
increase in investment in 2012, as 
investors have been more active 
in Indonesia, Viet Nam and the 
Philippines. More recently, several 
investors began moving into more 
emerging regions such as Cambodia, 
Mongolia, and even Myanmar, where 
international sanctions were only 
removed in 2012.

The likely prospect of strong economic 
growth in these counties over 
time means that long investment 
perspectives make sense. Jakarta, 
with low inflation and investment levels 
now returning to those seen before the 
1998 Asian financial crisis, presents 
good prospects for growth. Viet Nam 
has seen little investor activity this past 
year as a result of political disturbance 
and bad economic conditions. 
However, investor sentiment is 
currently so negative that it could now 
be a good time for counter-cyclical 
buying, although these cycles can 
take quite a long time to reverse in Viet 
Nam.

Investor sentiment
Some destinations in Asia have been 
very active on investors’ radar screens, 
such as Jakarta, Kuala Lumpur, 
Bangkok and some secondary cities 
in China. This infatuation is probably 
the result of the ongoing yield 
compression in developed markets 
such as Tokyo, Hong Kong and 
Singapore, especially for core assets. 
However, market penetration is still 
difficult and the higher risk attached 
makes opportunities relatively limited, 
as these locations currently provide 
opportunistic returns. In 2013, we 
expect REITs to be active buyers in the 
region, as they are now more easily 
able to make overseas purchases, 
particularly Singapore REITs. 

3 Thailand, Viet Nam, Malaysia, Singapore, Indonesia 
and the Philippines

GRAPH 2

Investment sales transaction volumes 
by location, 2012

Source: RCA, Savills Research & Consultancy

Japan
23.0%

China
20.4%

Hong Kong 
SAR

14.8%

Southeast 
Asia

16.6%

Singapore
12.5%

South Korea
5.0%

Taiwan
7.7%

GRAPH 1

Investment sales transaction values, 
2009–2012

Source: RCA, Savills Research & Consultancy
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TABLE 1

Selected investment transactions, 2012

Source: RCA, Savills Research & Consultancy

Hotel Location
Approximate sale 

price 
(US$ million)

Buyer

Hilton Shanghai China 330.8 Enerchina 
Holdings Limited

Novotel Nathan Road Hotel Hong Kong 301.4 Gaw Capital

Tokyu Plaza Akasaka Japan 287.8 Activia Properties

Sheraton Shenyang Lido Hotel China 221.7 Hui Xian REIT

Rendezvous Grand Hotel & 
Gallery Singapore N/K Far East H-REIT

GRAPH 3

Sales transaction volumes by source 
of investment, 2012

Source: RCA, Savills Research & Consultancy
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OUTLOOK
The prospects for the market
Due to yield compression, investors are having 
some difficulties at the moment finding assets which 
provide the returns expected from their investment 
committees. In 2013, investors in the region will 
monitor Japan for distressed assets from CMBS 
servicers, as well as the possibility of distressed 
developments in China arising from developers’ cash-
flow problems.

TABLE 2

Investment trends for 2013

Source: Savills Research & Consultancy

Buy Hold Sell

Ho Chi Minh City Singapore Beijing

Bangkok Tokyo Shanghai

Jakarta Taipei Hong Kong

Seoul Manila Bangalore

Kuala Lumpur New Delhi Osaka


