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SUMMARY

Average CBD Grade A offi ce rents declined by almost 5.0% from a year ago. 

Monthly rents of Grade A offi ces 
slipped 0.9% quarter-on-quarter (QoQ) 
to S$8.31 per sq ft in Q4/2012.

Better occupancy rates were 
recorded in most micro-markets as 
the overall occupancy rate improved 
from 91.9% in Q3/2012 to 92.2% in 
Q4/2012.

A total of 1.3 million sq ft of 
Grade A offi ce space has been 
absorbed for the whole of 2012, with 
demand coming from a broad base of 
industries.

Capital values of Grade A offi ces 
bounced back to S$2,550 per sq ft, the 
same as a year ago. 

Pre-commitment for the 2.5 million 
sq ft of offi ce space coming in 2013 
reached 20% year-to-date.

Grade AAA offi ce rents are 
expected to soften by another 5% 
to 10% in 2013, while rents in most 
of the other CBD Grade A buildings 
should stabilise on the back of healthy 
occupancy levels. 

“Despite the gloomy global 
outlook and negative business 
sentiment, the performance 
of Singapore’s offi ce leasing 
market in 2012 exceeded 
expectations as rents stabilised 
and occupancy rates remained 
healthy.” Alan Cheong, Savills Research
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TABLE 1

Micro-market Grade A offi ce rents and vacancy 

rates, Q4/2012

Source: Savills Research & Consultancy

Location
Rent

(S$ per sq ft)

Vacancy rate 

(%)

Raffl es Place/Marina Bay 8.7 7.9

City Hall 8.6 3.7

Shenton Way 7.5 16.5

Tanjong Pagar 7.5 6.5

Orchard Road 9.3 1.0

Beach Road/Middle Road 6.8 4.2

Overall 8.3 7.8

Market commentary
The Singapore economy grew by 
a better than expected rate in the 
last quarter of 2012, showing an 
expansion of 1.1% year-on-year 
(YoY). This number has, to some 
extent, mitigated worries that the 
country’s economy was heading 
into a recession. However, the whole 
year’s GDP growth is estimated 
at 1.2% YoY, slightly below the 
government’s forecast of 1.5% due 
to weaknesses in the manufacturing 
sector. 

Notwithstanding the waning demand 
from fi nancial institutions and banks 
amid negative macro-economic 
conditions, there has been a healthy 
level of demand for offi ce space 
from a broad base of industries, 
particularly the oil and gas, legal, 
and business services sectors. At 
the same time, the softening rents in better grade offi ce buildings in the 

Raffl es Place/Marina Bay area may 
have also caused a fl ight-to-quality 
among tenants located in certain 
areas, such as City Hall and Shenton 
Way. 

Savills studied the availability of 
offi ce fl oors1 each with 8,000 sq ft 
and above in the Downtown Core 
Planning Area. In 2012, the number 
of such fl oors has decreased from 
153 fl oors or 2.3 million sq ft in 
early January to 79 fl oors or 1.2 
million sq ft by the end of December, 
suggesting a net take-up of 74 fl oors 
or 1.0 million sq ft. The bulk of the 
absorption was in offi ce buildings 
in the Raffl es Place and Marina 
Bay areas. Across the board, many 
buildings in these two areas saw a 
net take-up of one to three of these 
fl oors, while the star performers 
were One Raffl es Place Tower 2 (19 
fl oors or 195,300 sq ft), Asia Square 
Tower 1 (eight fl oors or 166,300 sq 
ft) and Ocean Financial Centre (fi ve 
fl oors or 86,100 sq ft). Tenants for 
these fl oors include advertising fi rms, 
fi tness centres, and energy, fi nancial 
services and human resources 
companies.

Vacancy rates
Vacancy rates for CBD Grade 
A offi ces shrank from 8.1% in 
Q3/2012 to 7.8% in Q4/2012. Better 
occupancies were recorded in most 
micro-markets, except for the Beach 

1 Could be a whole fl oor or part of a whole fl oor.

Road/Middle Road and City Hall 
areas. The former edged up 0.5% to 
4.2% by the end of December and 
the latter deteriorated as Citibank 
vacated its space in Millenia Tower, 
doubling the vacant stock in the area. 

Although the net absorption of CBD 
Grade A offi ce space fell to slightly 
more than 80,000 sq ft in the last 
quarter, the full-year number totalled 
almost 1.3 million sq ft, the size of 
Marina Bay Financial Centre Tower 3. 

Rents and capital values
Thanks to slow and steady demand, 
and limited supply in the last quarter, 
average rents of CBD Grade A offi ces 
tracked by Savills are stabilising 
with a modest QoQ decline of 0.9% 
in Q4/2012. Consequently, monthly 
rents averaged S$8.31 per sq ft 
in Q4/2012, falling by about 4.7% 
from S$8.72 per sq ft a year ago. 
Among all Grade A offi ces, prime 
offi ce buildings (Grade AAA) in the 
Marina Bay precinct again showed 
the highest quarterly drop of 3.4% 
in Q4 to S$10.0 per sq ft per month, 
resulting in a 14.9% decline for the 
whole year. Nevertheless, other 
Grade A buildings softened by a 
smaller 3.3% YoY as their occupancy 
levels held up quite well. 

In Q4/2012, private-sector offi ce 
investment sales resumed with a 
vengeance as the total transaction 
value surged 364% QoQ to S$2.7 
billion. December alone saw three 

GRAPH 1

Number of fl oors each with no less 

than 8,000 sq ft, Jan 2012 vs Dec 2012

Source: Savills Research & Consultancy
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GRAPH 2

Average rents of CBD Grade A offi ces, 

Q1/2003–Q4/2012

Source: Savills Research & Consultancy
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OUTLOOK

The prospects for the market

Going forward, the uncertain 
economic outlook for 2013 may 
continue to cast a pall over the 
offi ce leasing market. A total of 
about 2.5 million sq ft of offi ce 
space, mainly from The Metropolis 
and Asia Square Tower 2, is 
expected to enter the market in 
2013. However, to date, these 
new builds have achieved pre-
commitment levels of about 
20%. Viewed in this light, the 
offi ce leasing market is expected 
to face some challenges when 
these two developments are 
completed in the second half of 
2013. Nevertheless, demand for 
offi ce space of less than 10,000 
sq ft has been, and is expected 
to be, sustainable. Tenants for 
such space may come from 
new set-ups and companies 
in the resource and business 
services sectors. We call these 
'real economy21companies'. 
In addition, there should be 
demand from tenants relocating 
from old buildings scheduled for 

21 The part of the economy that is concerned with 
actually producing goods and services, as opposed 
to the part of the economy that is concerned with 
buying and selling on the fi nancial markets.

offi ce-block transactions: Mapletree 
Anson (S$680 million or S$2,049 
per sq ft NLA); a 30% stake in 
Marina Bay Financial Centre Tower 
3 (S$1.035 billion or S$2,556 per sq 
ft NLA); and 79 Anson Road (S$410 
million or S$2,029 per sq ft NLA). 
In addition, the whole 16/F and a 
unit on the 13/F of Samsung Hub 
were sold at a record-high price 
of S$3,000 per sq ft of strata area. 
After falling for most of the year, 
capital values of Grade A offi ces 
rebounded from S$2,420 per sq ft 
three months ago to S$2,550 per sq 
ft in the fi nal quarter. This meant that 
prices at the end of the year showed 
no change compared with those of a 
year earlier.

Future supply
Under the 1H/2013 Government 
Land Sales Programme, three 
sites for offi ce developments – the 
White site at Marina View/Union 
Street and two commercial sites 
at Sims Avenue/Tanjong Katong 
Road and Cecil Street/Telok Ayer 
Street – remained under the Reserve 
List. In the private sector, the 
redevelopment of Robinson Towers, 
the annex and International Factors 
Building is proceeding. Scheduled 
to be completed in 2016, the new 
development comprises an offi ce 
tower and a retail podium with a total 
GFA of about 257,300 sq ft. 

redevelopment in the Robinson Road/
Shenton Way and Tanjong Pagar areas 
in the coming years, such as Keppel 
Towers, GE Tower, Robinson Towers 
and International Factors Building. 

We remain cautiously optimistic 
about the offi ce leasing market next 
year. Offi ce demand is forecast to 
remain at current levels and may 
improve if the economy performs 
better than expected. Occupancy 
rates will continue to be instrumental 
in driving rents. Consequently, rents 
of Grade AAA offi ce buildings with 
large fl oorplates should continue to 
face downside pressures from the 
new supply at Asia Square Tower 
2 and unlet space in the existing 
buildings. We expect AAA offi ce rents 
to soften by another 5% to 10% in 
2013. For most of the other CBD 
Grade A buildings, however, rents 
should stabilise on the back of healthy 
occupancy levels, with demand 
coming from real economy companies. 
In a benign interest rate environment, 
prices this year are expected to 
hold steady and this should further 
compress yields. 


