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SUMMARY
A significant drop in sales volumes put pressure on prices, while the rental market set a new 
high.

 Sales transactions dropped by 
55.3% quarter-on-quarter (QoQ) in 
Q4/2013.

 The prices of Savills basket of 
upper-storey factory and warehouse 
units increased, but the smaller 
number of transactions may have 
reduced the accuracy of the reading.

 The rental market saw a record-
breaking 7,636 deals in the year, 
18.6% higher than the previous high 
in 2012.

 Vacancy rates at business parks 
are at a four-year low of 15.9%. 

“While the market is still holding 
up, deteriorating fundamentals 
may throw a big spanner in the 
works.” Alan Cheong, Savills Research
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Macro economic overview
Manufacturers were tapping their brakes 
on business expansions in December 
as the Purchasing Managers’ Index fell 
to 49.7, its first contraction after nine 
months of continuous expansion (a 
reading below 50 signifies a contraction). 
Non-oil domestic exports (NODX), 
however, rose 6.0% year-on-year (YoY) 
in December after an 8.9% decrease 
in November. Looking at the local 
economy, Q4 GDP flash estimates 
eased to a 4.4% YoY increase. 

The economies worldwide showed 
more strength and stability in Q4/2013. 
The US tapered its economic stimulus 
programme by US$10 billion to 
US$75 billion per month in January 
due to stronger employment figures, 
increasing property prices and 
consumer confidence. Abenomics has 
also affected the Japanese economy 
positively as the nation is expected to 
pull out of its deflationary situation in the 
near future. China’s growth is stabilising 
and is shifting its economic drivers from 
export and investment to consumption 
and services, while the eurozone 
continues its recovery, albeit at a more 
moderate pace. 

Sales market
The industrial property market ended the 
year on a quieter note, as transaction 
volumes for Q4/2013 fell to levels similar 
to those of the global financial crisis 
period of 1H/2009. The total number of 
strata factory and warehouse caveats 
lodged for the final quarter of 2013 
was only 417, marking a sharp decline 
of 55.3% QoQ and 68.6% YoY1. A 
contributing factor is the total debt 
servicing ratio (TDSR) which constrains 
the purchasing power of buyers. Buyers 
may also be wary of the US Federal 
Reserve’s tapering of quantitative 
easing, which may affect interest rates in 
Singapore. 

Prices of industrial developments 
tracked by Savills moved up despite the 
inactive market. Thirty-year leasehold 
strata units led the increase with a 1.9% 
QoQ rise from S$363 to S$370 per sq 
ft in Q4/2013. Freehold and 60-year 
leasehold properties recorded a 1.5% 
and 0.5% increase respectively to S$681 
and S$477 per sq ft. The price increment 
for 60-year leasehold properties is more 
reliable as there are sufficient transaction 
data. Price movements of 30-year and 
freehold strata units may incur higher 
uncertainty as transaction volumes for 
these segments were thin in Q4.

1 Singapore Institute of Surveyors and Valuers 
REALink caveats as of 21 January 2014.

One of the current best sellers in the 
market is the 424-unit Eco-Tech @ 
Sunview. With 136 units (based on the 
caveats lodged) sold since August 2013 
to the end of the year, this project leads 
the whole industrial market in terms of 
new units sold in 2H/2013. The relatively 
affordable pricing complemented by the 
more flexible B2 zoning is the main draw 
for the 30-year leasehold project.

Leasing market
The industrial rental market was at its 
best in 2013, recording a total of 7,636 
deals, 18.6% higher than the previous 
high in 2012. On a quarterly basis, the 
market recorded a new high of 2,072 
deals with an increase of just two deals. 
The past three quarters have shown 
transaction volume records being broken 
consecutively, indicating that the rental 
market is more stable and healthy 
relative to previous years.

Rental rates, however, remained flat as 
most industrial tenants are still coping 
with cost issues, resulting in landlords 
being less capable of asking for higher 
rents. Factory and warehouse units still 
command S$2.00 per sq ft per month 
while hi-tech units also maintained at 
S$3.00, hence keeping rental rates flat 
for the whole of 2013.

Business park
Only 37 rental deals were transacted 
for business parks in Q4/2013, 
recording a decline of 33.9% QoQ 
and 43.1% YoY. As vacancy rates 
for business park spaces are at a 
four-year low of 15.9%, prospective 
tenants are faced with a smaller 
selection of suitable spaces. Of all the 
developments, Science Park was the 
only one that showed an increase in 
median rent on a per sq ft basis. This 
may likely be due to the deals involving 
small spaces which typically command 
a higher rental rate. 

GRAPH 1

Prices of upper-storey factory and warehouse 
units, Q3/2013 and Q4/2013

Source: URA, Savills Research & Consultancy
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TABLE 1

Business park leasing volumes and values, Q4/2013

Source: Urban Redevelopment Authority (URA), Savills Research & Consultancy 
*Savills estimate based on the average of medians.

No. of 
deals

Total value 
(S$)

Average value 
per transaction 

(S$)

Median rent (S$ 
per sq ft)

Changi Business Park 7 475,754 67,965 3.90

International Business 

Park
12 117,170 9,764 4.20

Mapletree Business City 2 117,209 58,605 5.24

Science Park 6 50,582 8,430 5.69

One-North 10 376,289 37,629 5.40*
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OUTLOOK
The prospects for the market

Singapore’s NODX is expected to grow faster 
this year, due to stronger consumer confidence 
in the US, as well as the recovery in the 
manufacturing sectors of the eurozone, China 
and Japan. However, demand for industrial 
properties may continue to be dampened by 
the TDSR which largely affects investors’ and 
small and medium enterprises' purchasing 
capabilities. Freehold and 60-year leasehold 
property prices may continue to rise due to 
limited supply. However, the price growth 
may face resistance from buyers as prices are 
currently at record-high levels.

The rental market, however, may see a decline 
in rental rates this year as new supply for 2014 
is expected to be about 34.7 million sq ft GFA, 
much higher than previous years. Despite the 
substantial increase in pipeline supply, the 
manufacturing sector is likely to expand due to 
the global economic recovery, thus mitigating 
the anticipated fall in rental rates. 

GRAPH 2

Leasing volumes of factories and warehouses, 
2008–2013

Source: URA, Savills Research & Consultancy
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TABLE 2

Price and rental growth, 2014F

Source: Savills Research & Consultancy

Tenure

Growth (%)

Prices Rents

30-year leasehold -5 to 0

-5 to 060-year leasehold 0 to 5

99-year leasehold/freehold 0 to 3


