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SUMMARY
The office property market performed well in both the leasing and sales sectors. 

 Taking advantage of the current 
upward rental growth and broad-based 
demand for office space, landlords 
are adopting a bullish posture in new 
leasing and renewal negotiations. 

 The net absorption of Grade A 
office space in the CBD totalled nearly 
640,000 sq ft for the first half of 2014, 
more than half of the annual average 
take-up over the past five years.

 In Q2/2014, average CBD Grade 
A office rents showed a slower 
quarterly growth of 2.3%, suggesting 
the beginning of tenant resistance to 
escalating rents. 

 Q2’s private sector office 
investment deals recorded the highest 
transaction value since Q1/2013. 
Capital values of Grade A offices 
stabilised at S$2,780 per sq ft in Q2, 
unchanged from a quarter ago.

 We expect the upward march of 
CBD Grade A office rents to continue 
well into 2015, but at a more sedate 
pace. Capital values of Grade A office 
buildings under single ownership are 
expected to lag and this will alleviate 
yield compression. 

“The current lull in office 
supply is emboldening 
landlords in lease negotiations, 
allowing them to gather hay 
while the sun shines.” Alan 

Cheong, Savills Research
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TABLE 1

Micro-market Grade A office rents and vacancy rates, 
Q2/2014

Source: Savills Research & Consultancy

Location Rent (S$ per sq ft 
per month) Vacancy rate (%)

Raffles Place/Marina Bay 9.87 2.8

City Hall 8.98 1.6

Shenton Way 9.02 9.2

Tanjong Pagar 8.15 5.7

Orchard Road 9.50 2.7

Beach Road/Middle Road 7.50 2.1

Market commentary
In the second quarter of 2014, 
Singapore’s economy was hurt by a 
sharp slowdown in the manufacturing 
sector and contracted by an 
annualised 0.8% quarter-on-quarter 
(QoQ) according to advanced 
estimates from the Ministry of Trade 
and Industry. This is in contrast to the 
1.6% expansion recorded in Q1/2014. 
The office property market, however, 
was not affected by the decline in GDP 
growth and performed well in both the 
leasing and sales sectors. 

Taking advantage of the current 
rising rents, landlords are adopting 
a bullish posture in new leasing and 
renewal negotiations. On the other 
hand, the recovering global economy 
has created broad-based demand 
for office space from tenants in the 
financial services, retail products/
services, resources/commodities, and 
logistics industries. In view of limited 
new supply and high occupancy 
in existing stock, the pendulum 
has therefore swung in favour of 
landlords, as signing rents move 
closer to their asking rents. As a 
result, tenant retention remained high, 
as with committed rents. However, 
we observed from the slowdown in 
rental growth the beginning of tenant 
resistance to escalating rents. 

Some notable leasing deals in the 
reviewed quarter include 30,000 sq ft 
in Asia Square Tower 2 by Vodafone, 
a multinational telecommunications 
company, 70,000 sq ft at SGX Centre 
1 by insurance company Aon, and 
40,000 sq ft at CapitaGreen by Jardine 
Lloyd Thompson.

In the strata office sales market, 
the number of transactions rose by 
32.1% from 106 in Q1/2014 to 140 
in Q2/2014. The increase was mostly 
attributed to the good take-up in Vision 
Exchange, a newly-launched strata 
commercial development on Venture 
Drive at Jurong Gateway. Meanwhile, 
on the back of rising rents, there was 
also revived investment interest in 
existing CBD office buildings, as seen 
in the three en-bloc deals inked in the 
reviewed quarter. They are Equity Plaza 
(S$550.0 million), a 92.8% interest in 
Prudential Tower (S$512.0 million) and 
Cecil House (S$110.0 million). 

Vacancy rates
The net absorption of Grade A office 
space in the CBD reached 119,500 sq 
ft in Q2/2014, totalling nearly 640,000 
sq ft for the first half of the year. This 
represents about 53.9% of the annual 
average of 1.2 million sq ft take-up 
over the past five years from 2009 to 
2013. The good take-up in 1H/2014 

also indicated that the market has 
steadily absorbed the 780,000 sq ft of 
new supply from Asia Square Tower 2 
which was completed in September 
last year. 

Vacancy rates of Grade A offices in 
the Tanjong Pagar submarket marked 
the biggest quarterly decline of 1.5 
percentage points (ppts), followed by 
the Shenton Way area (1.4 ppts) and 
the Orchard Road and Raffles Place/
Marina Bay areas, both recording a 
0.3 of a ppt drop. On the other hand, 
vacancy in the Beach Road/Middle 
Road and City Hall submarkets 
increased marginally by 0.2 and 0.3 of 
a ppt respectively. Overall, CBD Grade 
A office vacancy rates dipped 0.4 of a 
ppt from 4.3% in Q1/2014 to 3.9% in 
Q2/2014.

Rents and capital values
Average rents of Savills basket of 
CBD Grade A office buildings stood at 
S$9.22 per sq ft per month in Q2/2014. 
By location, Raffles Place/Marina Bay 
continued to lead the market with 
rents of S$9.87 per sq ft, followed by 
Orchard Road at S$9.50 per sq ft and 
Shenton Way at S$9.02 per sq ft. 

Overall rental growth has moderated. 
In Q2/2014, average CBD Grade A 
office rents recorded a 2.3% quarterly 
increase, much slower compared with 
the 4.3% increase in the preceding 
quarter. The moderation is seen across 
all micro-markets, with the exception 
of the City Hall area, which maintained 
a constant growth of 1.4%.

By grade, Grade AA office rents 
recorded the highest growth of 4.0% 
QoQ, averaging around S$9.88 per 
sq ft in Q2. Rents of Grade AAA and 
Grade A offices registered quarterly 
growth of 2.2% and 1.5% respectively, 
standing at S$11.75 and S$8.42 per 
sq ft. Compared with a quarter ago, 

GRAPH 1

Net demand, net supply and vacancy rate of CBD Grade A offices, 
2004–1H/2014

Source: Savills Research & Consultancy
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Grade AAA office space recorded 
the steepest fall in rental growth, 
suggesting a greater resistance in this 
market segment. 

In Q2/2014, capital values of Grade 
A offices tracked by Savills stabilised 
at S$2,780 per sq ft, unchanged from 
a quarter ago. Q2’s private sector 
office investment deals recorded 
a total transaction value of around 

OUTLOOK
The prospects for the market

The positive momentum generated in the rental 
market has been quite strong this year and may be 
able to overcome the downside pressure even with 
the new supply from CapitaGreen and South Beach 
completing soon. We expect the upward march 
of CBD Grade A office rents to continue well into 
2015, but at perhaps a more sedate pace due to 
uncertainties in the global and regional economies. 

While rents are expected to climb, capital values 
for Grade A office buildings under single ownership 
are expected to lag and this will alleviate yield 
compression. However, for strata office space, 
yields are expected to remain compressed as 
prices could rise further. 

S$1.25 billion, the highest since 
Q1/2013. Along Cecil Street, three 
99-year leasehold office buildings 
– Equity Plaza, Prudential Tower (a 
92.8% stake) and Cecil House – were 
transacted at S$2,181 per sq ft to 
S$2,316 per sq ft based on NLA, while 
the 14th floor at Samsung Hub on 
Church Street was sold for S$3,030 
per sq ft on its strata area. 

GRAPH 2

Price and rental indices of CBD Grade A offices, 
Q1/2004–Q2/2014

Source: Savills Research & Consultancy
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