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Across the APAC region, living sector supply is 

increasingly being created by dislocation in other asset 

classes. Hotel impairment, office obsolescence, serviced 

apartment oversupply and selective regulatory reform 

are reshaping the playbook. Ground -up development 

still works selectively but is often not the dominant 

entry path. 

Capital allocators also know that they 

cannot replicate the entry strategies of 

more mature markets, and the investment 

managers are responding with more 

evolved products. Understanding issues 

around development feasibility, asset 

obsolescence, design specification and 

regulatory reform are key to generating 

alpha across the APAC living sectors.

That is because APAC living is not a single 

trade. It is a very distinct set of sector -

market -mode combinations, and the right 

entry mode matters as much as the right 

sector or market. 

We identify five entry modes to access 

APAC living sectors: distressed conversion, 

obsolescence conversion, ground -up 

development, platform M&A/equity growth 

capital, and direct stabilised  acquisition. 

Each mode fits a different sector -market 

combination and a different capital partner 

profile, and they are rarely 

interchangeable. This paper sets out where 

each entry mode is currently working, what 

makes them challenging, and what would 

shift the trajectory over the next 24 

months. It closes with a sector -by -market 

matrix tagging the dominant mode in each 

live cell.

THE FIVE MODES 
AT A GLANCE

Opportunistic · Basis Trade

Forced sellers, impaired assets. Alpha 
from entry price relative to seller's 
cost basis. Operator capability 
secondary. Special situations capital.

01
DISTRESSED 
CONVERSION

02

Value -Add · Capability Trade

Assets still generate cash -flow but 
are functionally wrong for current 
use. Alpha from technical DD and 
operator capability. Value -add 
capital.

OBSOLESCENCE 
CONVERSION

Develop -To -Core · Feasibility Trade

Greenfield or redevelopment. Alpha 
from yield -on -cost. Capital partner, 
planning expertise, construction 
delivery.

03
GROUND -UP 
DEVELOPMENT

Operator -As -Asset

Acquire or back the operating 
platform, not individual assets. 
Institutional or growth -equity capital. 
Two sub -modes, operator is 
imperative.

04
PLATFORM M&A / 
INVESTMENT

05

Core / Core -plus · Income Trade

Buy stabilised  product at market cap 
rates. Capital -efficient for long -dated 
mandates. Simplest mode 
conceptually.

DIRECT STABILISED 
ACQUISITION
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Profile: Opportunistic, basis trade. The alpha is the entry price and conversion capability. 

Operator capability remains important but is a secondary concern for this strategy. Capital 

partner is typically a special situations vehicle or an opportunistic fund series rather than a 

core/core -plus mandate.

Where it is working

Hong Kong via hotel conversion is the deepest active example in APAC. Thirteen hotel 

transactions over the past 12 months totalled  approximately HK$6.4bn, with the vast 

majority acquired for student housing or co - living conversion. Per -key prices have ranged 

from HK$1.6m to HK$3.1m, generally 30 to 60 percent below the seller's original cost basis. 

Supply has been driven by distressed private and HNWI sellers facing liquidity stress from 

earlier property positions, with one family office contributing to four of the largest 

transactions. Regal REIT contributed the largest single deal (HK$1.52bn Regal Oriental 

Hotel to Centaline ) after posting a HK$508m H1 2025 loss.

Operating platforms now have track record. Centaline  Investment's CampusOne  

Communities has acquired three hotels and is targeting 6,000 beds within three years. TPG 

Angelo Gordon and Wang On Properties (Sunny House brand, with GIC as the underlying 

LP) have done multiple deals. China Resources Longdation  made its first PBSA acquisition 

in February 2026, signalling  mainland state -owned capital entering the segment. Habyt  and 

CMC REIT represent the listed REIT route at smaller scale.

Australia office is the second emerging arena for this mode. Dexus has been active in 

acquiring legacy office assets at steep discounts, in one recent Brisbane case paying 

roughly 60 percent below the 2017 cost basis. 

Vendors winding down older office vehicles or maturing private funds are accepting these 

levels, and the pricing is genuinely opportunistic. Whether this becomes a programmatic 

strategy or stays opportunistic depends on how many enforced sales emerge from legacy 

office vehicles over the next 12 to 18 months. 

B -grade office has materially underperformed residential over recent years (Chart 2, 

Brisbane example), so assets with conversion potential will likely find their highest and best 

use in living repositioning.

What is making it hard

Deals are bespoke . Operating platforms 

have track record, but the pool is narrow. 

Demand -side underwriting depends on 

mainland student inflow for the Hong Kong 

strategy, which is policy -driven. Cap rate 

evidence on stabilised  converted PBSA is 

limited, and district - level conversion 

approvals are not standardized.

Office convertibility in Australia in general 

is challenging, and we estimate fewer than 1 

in 10 office buildings have potential for this 

type of conversion. When conversion is not 

appropriate, full demolition is required, 

which stretches feasibility for most living 

sectors.

What would shift the trajectory

HK lender behaviour  is changing materially. 

Banks are moving past extend -and -

pretend, taking control of impaired assets 

and selling to clear positions. This deepens 

the pipeline through 2026 -27.

Selective Australian office vehicle wind -

downs and bank led asset disposals would 

deepen the pool of assets for this strategy, 

and the current higher for longer rate 

outlook could pressure more to exit legacy 

positions, particularly those with high debt 

held against underperforming assets.

01 Distressed Conversion
OPPORTUNISTIC · BASIS TRADE · SPECIAL SITUATIONS CAPITAL

01

CHART 1: APAC HOTEL/OFFICE DISTRESSED SALES

Source: Savills Research, MSCI Real Capital Analytics
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CHART 2: BRISBANE FRINGE B -GRADE OFFICE VS 

RESIDENTIAL PRICE SQM

Source: Savills Research, MAcrobond
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01 Obsolescence Conversion
VALUE - ADD · CAPABILITY TRADE · TECHNICAL DD CAPITAL

02

Profile: Value -add, capability trade. Alpha comes from technical due diligence and 

operator capability, not just entry price. Sellers are not forced. Assets still generate cash -

flow but are functionally wrong for their current use, and conversion repositions them to a 

higher and better use. Living sector uses are generally valued at sharper cap rates than 

hotel/B -grade office, offering conversion value upside, but post conversion NOI needs to 

be understood. Capital partner is typically a value -add fund or an opportunistic fund with 

technical execution capability.

Where it is working

Seoul co - living via officetel  conversion is the mature operating model. The officetel  product 

was designed quasi -residential, so conversion is largely rebranding and operator overlay 

rather than physical reconstruction. Capex is modest, timelines short. Specialist operators 

have built portfolios of converted officetel  stock and are increasingly attracting 

institutional co - investment. South Korea senior living conversion is emerging as the next 

institutional thread. Hyundai HAIM Asset Management (backed by Hyundai Marine & Fire 

Insurance) signed a March 2026 contract to acquire the Mokdong  Artist Center in 

Yangcheon -gu , Seoul, with a KRW 500bn (~USD 350m) project to convert the site into a 

400 -room senior living complex by 2030. Korea has among the fastest ageing rates in the 

world, so demand side dynamics are unquestionable. 

Australia PBSA via B -grade office conversion is a niche strategy, but deals are happening, 

led by Dexus's DREP fund series and Marquette. 41 George Street Brisbane was acquired 

from the Queensland Government for A$123m with total project cost A$500m and 1,180 

PBSA beds, delivered ahead of schedule and under budget. Australia co - living via hotel, 

serviced apartment and office conversion is gaining traction as BTR ground -up economics 

tighten. Operators and capital are increasingly looking at co - living conversion because rent 

per sqm is higher (smaller units, shared amenity, premium for furnished and serviced 

product) and the operator - led model is more forgiving of higher cost of capital. Hong Kong 

co - living via hotel and serviced apartment conversion. Weave Living is the most active 

operating platform, with capital partners including PGIM (Rosedale Hotel Kowloon), Angelo 

Gordon (Grand City Hotel), and Warburg Pincus and BlackRock on Citadines  Mount Sophia 

in Singapore.

Tokyo BTR via B -grade office obsolescence is the emerging arena, not yet at scale. 

Vacancy remains low in Tokyo’s office market, but obsolete assets remain in play. 

Conversion economics depend on compliance with Japan's seismic code, floor plate 

suitability, and ward - level approval. Singapore shophouse and serviced apartment 

conversion to co - living sits at the boundary of this mode: privates dominate because yields 

are below institutional return hurdles, but Singapore's competitive financing environment 

makes the trade viable for HNWI capital.

What is making it hard

Sourcing appropriate assets for conversion 

remains a challenge, not only on suitability 

grounds but also due to in -place leases and 

operating income. Australian conversion 

costs are elevated  and convertibility is 

limited due to floor plate depth, centralized 

HVAC/plumbing etc. Seoul officetel  

strategy is competitive, with many officetel  

assets being strata -titled, leaving a 

shrinking pool of stock. Seoul hotel 

occupancy has also improved so the supply 

of obsolescence is modest.

What would shift the trajectory 

Lower grade office vacancy stress 

accelerating along with planning reform 

would support the conversion play. Higher 

density bonuses and an increase in the 

NLA/GFA ratio is a simple way to improve 

project viability. Rate cuts and 

construction/ fitout  cost normalisation  

would support project certainty.

CHART 3: ESTIMATED CAP RATES BY SUB -SECTOR

Source: Savills Research

CHART 4: AUSTRALIA NON -CBD OFFICE -TO -LIVING 
FEASIBILITY MODELLED DEVELOPERS' MARGIN*

Source: Savills Research. Modelled developer margin of ~1,000 non -CBD office buildings 
based on estimated current valuation, conversion costs vs gross realization.
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Profile : Development to core/core -plus, yield -on -cost trade. Alpha comes from delivering 

stabilised  assets at a yield -on -cost that justifies the capital structure. Operator capability 

matters less than planning expertise and construction delivery. Forward - looking trade 

exposed to construction cost, planning timeline, and lease -up risk.

Where it is working

Tokyo BTR is the most workable ground -up living trade in APAC, but it’s not without its 

challenges. Land prices are manageable, while high construction costs are impacting 

project feasibility. Low cap rates support residual land values that can clear market prices. 

Multifamily product is institutionally accepted and exit liquidity is the deepest in the region. 

The complication is that Tokyo condo prices have soared, pulling development sites 

toward for -sale product. Tight cap rates and the prospect of further BOJ rate 

normalisation  also leave less buffer than the headline numbers suggest.

Sydney BTR is the second most workable. Rental growth at 5 to 6 percent per year is 

doing some of the work to offset elevated construction costs, but the math is not easy. 

Capital is committed (Barings/Aware, GIC/Home, Lendlease/Daiwa House, Oxford/ Investa , 

Macquarie/Local, Brookfield, Hines). Median project size has doubled in the past five years 

and mega -projects of 1,000+ units are no longer unusual. Middle -ring suburban locations 

have been gaining traction lately, where lower -rise formats with higher NLA -to -GFA ratios 

stack up better on land cost, construction economics and demand -side fundamentals alike. 

Overall, margins are relatively thin, with construction cost escalation and higher exit cap 

rates.

Seoul BTR is the third workable market. Construction costs are lower than Australian or 

Japanese benchmarks, which improves feasibility and the regulatory framework for 

institutional BTR has improved with incentives to provide affordable living solutions. 

Recent tax tightening on residential ownership is primarily targeted at speculative 

apartment buying rather than institutional structures which have been less directly 

affected. 

The spill -over effects have still compressed yields for institutional whole -building rental, so 

investors are now highly selective, weighing compressed yields against policy volatility. 

There remain some grey areas on the tax front, so certainty around structure and product 

is required upfront. The transition from jeonse  to wolse  leases, along with the boom in 

single -person households, remains a key demand driver for managed product. Singapore 

and Hong Kong are not realistic ground -up markets. Residential land pricing is usually set 

by the broader for -sale condo market, which BTR cannot match. Small numbers of rental -

specific land sales have come through in Singapore but they are not the norm.

What is making it hard

Construction cost inflation is the primary 

constraint. Australia hard costs are up 

nearly 40% over four years. Melbourne is 

the clearest example: construction costs 

are a large share of project costs. Sydney 

remains more workable on higher rents and 

more favourable  tax treatment. Tokyo and 

Seoul have seen smaller inflation, 

somewhat offset by rental growth 

(especially Tokyo).

Land in Hong Kong and Singapore is 

usually priced off government land sales. 

Stabilised  BTR cannot match the condo 

market on price per sqft , so residual land 

value models support the for -sale strategy. 

NLA -to -GFA efficiency varies materially, 

with Tokyo extracting more leasable area 

per built sqm than Sydney or Singapore. 

Design and regulation around the rental 

sector could improve feasibility materially.

What would shift the trajectory

Construction cost normalisation , with 

Melbourne as the biggest beneficiary. Near -

term unlikely given Middle East supply -

chain disruption.

Planning reform on density. Victoria and 

NSW signalling  willingness to grant density 

bonuses tied to affordable housing. Korea 

has equivalent levers through district 

upzoning. Rate cuts would be supportive 

but the outlook on that has been pushed 

out in recent months. Sustained rental 

growth is more likely to support project 

viability, currently delivered by Sydney and 

Tokyo. Policy support for rental -specific 

land release in Singapore and HK would 

also provide new product and market 

pricing benchmarks.

Ground -up Institutional Development
DEVELOP - TO - CORE · FEASIBILITY TRADE

03

CHART 5: RESIDENTIAL CONSTRUCTION COSTS AND 
RENTS, 2019 -2025 GROWTH
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Platform M&A or Investment
OPERATOR - AS - ASSET · SOVEREIGN / GROWTH - EQUITY CAPITAL

Profile: Operator -as -asset trade. Alpha comes from acquiring or backing the operating 

platform rather than buying individual assets. And often the only viable institutional route in 

sectors where  assembling a portfolio asset -by -asset is impractical. Two sub -modes: 

platform M&A (outright acquisition) and platform investment (growth equity into operator, 

or programmatic operator partnerships).

Platform M&A: acquire the platform outright

Australia is the deepest platform M&A market in APAC living. Brookfield's sale of Aveo to 

The Living Company (Scape’s parent company) for A$3.85bn in June 2025 is the largest 

direct real estate transaction in Australian history, with NPS co - investing. The deal 

combines a stabilised  portfolio of 65 retirement villages with an operating management 

platform. Brookfield took Aveo private in 2019 at A$1.3bn, invested another A$500m, and 

exited at more than 2x cost. The same pattern played out across Australian PBSA, with 

Scape acquiring Urbanest  in 2020 (A$2bn) and Atira Student Living in 2019 (A$700m). 

Singapore co - living has seen platform M&A at smaller ticket size. Habyt  acquired Hmlet  

(asset - light) in 2022. Subsequently, Hmlet's  Japan business, backed by Mitsubishi Estate, 

acquired the Habyt  platform back in May 2026. 

The Assembly Place acquired Libeto  from Commontown . LHN partnered with Oxley 

Holdings to expand Coliwoo . These are sub -USD 100m deals but establish the institutional 

entry route in markets where direct portfolio assembly would take a decade. 

Platform investment: growth equity and operator partnerships

Warburg Pincus is the most active example. The firm first invested USD 181m in Weave 

Living in 2018 with an option to upsize to USD 413.5m, then added equity in 2024 to scale 

Weave's AUM target to USD 3.5bn across Tokyo, Osaka, Seoul, Singapore and Hong Kong. 

Weave subsequently launched a USD 500m Japan multifamily venture and a SGD 188m 

Singapore JV with BlackRock. In March 2025, Warburg partnered with SK D&D in Korea for 

senior living.

Hillhouse via Rava Partners is running the same playbook at greater scale. Rava and Daiwa 

Securities privatised  Tokyo - listed Samty  Holdings in January 2025 for USD 1.1bn. Rava took 

a majority stake in Dash Living in April 2025 (up to USD 150m). Hillhouse and Samty  closed 

a USD 500m Japan multifamily fund seeded by GIC in December 2025. Rava also acquired 

UniLodge  in late 2025 at approximately USD 391m. Within two years, one investor has built 

positions across Japan multifamily, pan -Asia co - living, and Australian student housing.

Source: Savills Research

In South Korea, the pattern is more about 

capital partnering with operators on assets 

than taking equity in the operators 

themselves. CPP Investments and MGRV 

(Mangrove) launched a KRW 500bn (~USD 

350m) JV in January 2025, with CPP 

holding 95% and MGRV as the operating 

partner. KKR is funding a 1,200 -unit Seoul 

portfolio with Weave Living as operator, 

acquiring the State Sunyu  hotel and UnivM  

officetel . Invesco and SK D&D were 

selected for Noudit  Hongdae from IGIS at 

KRW 140 -150bn in June 2025, and Hines 

partnered with Mastern  Investment 

Management on a Sinchon project in 2024. 

The capital is institutional and increasingly 

cross -border, but it is entering through JVs 

and operator mandates rather than 

platform equity.

What is making it hard

Platform price discovery is imperfect. 

Operators are often sub -scale and often 

non - institutional. Founder - led platforms are 

not always ready to sell. Quantum of 

operators remains thin relative to mature 

markets, so operator identification options 

are limited.

What would shift the trajectory

Benchmark exits in HK PBSA, Korean co -

living, Australian co - living. Founder - led 

platforms hitting 5-7 year  exit horizon 

(2026 -29). IPOs have taken place among 

operators, setting the example as an exit 

strategy, a directional signal of market 

institutionalization.

04

CHART 7: PLATFORM INVESTMENT FLOWS IN APAC LIVING, 2018 -2026

Capital source → operating platform → market, USD m commitments
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Profile: Core / core -plus, income trade. Acquisition of stabilised , leased -up living assets at 

market cap rates. The simplest entry mode conceptually and the most capital -efficient for 

investors with long -dated mandates. Operator and structuring complexity are minimal 

because the work has been done.

Where it is working

Japan multifamily is the only deep market for direct stabilised  acquisition in APAC. The 

product is institutionally accepted, deal flow is consistent, transparent yields sit at 3.0% -  

3.5% for prime Tokyo stock, and there is a broad pool of foreign and domestic capital 

actively buying. Cross -border buyers include AXA IM, M&G Real Estate, Bouwinvest , 

CapitaLand Ascott, BGO, GIC, and the Weave and Samty  fund vehicles. Most of the largest 

single asset and portfolio deals in APAC living over the past three years have been Japan 

multifamily acquisitions, 35% of which were acquired by cross -border investors. 

Australia BTR has a small but growing pool of stabilised  stock as forward -funded 

developments reach practical completion. The PBSA market though is deeper, with 

Greystar, IFM, M&G and GPT all backing the sector in the past 12 -18 months. The other 

markets (HK, Singapore, Seoul) have a more limited availability of meaningful direct 

stabilised  acquisition across living sectors. Capital for these markets generally remains via 

the conversation route, or platform M&A.

What is making it hard

Compressed cap rates in Japan leave thin headroom for value creation post -acquisition 

and downside risk under a cap rate expansion scenario. Forward rental growth does more 

of the work than asset - level repositioning. Foreign capital buying Japan multifamily is 

making a macro call alongside a real estate call. Australia BTR stabilised  stock is still 

limited, and pricing is considered sharp. In addition, punitive taxes can apply to overseas 

investors, depending on holding structures, making pricing even more challenging. PBSA 

remains undersupplied, but demand remains contingent on international student policies 

which have recently tightened somewhat.

Direct Stabilised  Acquisition
CORE / CORE - PLUS · INCOME TRADE

05
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CHART 8: APAC LIVING INVESTMENT VOLUMES

Annual investment volumes by market, USD bn

Source: Savills Research, MSCI Real Capital Analytics

What would shift the trajectory

Australia’s BTR pipeline maturing. As more 

of the 81,000 -unit pipeline reaches 

stabilisation  through 2027 and beyond, the 

secondary market deepens. Yield curve 

normalisation . Both Japan and Australia 

have seen upward movements in policy 

rates and long duration yields over the past 

year. A reversal of inflation expectations 

along with policy rate cuts would support 

current pricing and ease the bid -ask 

spreads.



SPOTLIGHT ON APAC LIVING SECTORS

8

The matrix below scores the three living sectors across five APAC markets and tags the 

dominant entry mode in each live cell. Empty cells mean there is limited institutional path at 

meaningful scale today, or more active alternative strategies. The dominant mode in each 

cell reflects what is being executed by institutional capital over the past 18 months, not 

theoretical opportunity.

The Matrix

Where each entry mode is currently live across sectors and markets

Source: Savills Research
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Signals to watch

Forward triggers that would shift conviction over the next 24 months

Mode 01 Distressed Conversion

HK lender workouts accelerating. Australian office disposals 
generalise  from one -off AOF -style situations to broader legacy 
fund wind -downs. Continuation of higher -for - longer rates.

Bottom Line

All five modes are in play across APAC right now. At the opportunistic end, distressed 

conversion is recapitalising  impaired hotel and office stock; while obsolescence conversion, 

the most active of the five strategies, is turning older offices and serviced apartments into 

living. Ground -up development continues where feasibility still clears, while platform M&A 

and investment consolidates the operator landscape. At the core end, direct stabilised  

acquisition anchors mandates where stock is deep enough, which for now largely means 

Japan. The relative weight of the five modes will shift over time. Conversion dominates 

today because hotel and office stress have created supply. As construction costs normalise  

and rates fall, ground -up development returns. As founder - led platforms reach exit 

horizons, platform M&A accelerates. As forward -funded pipelines mature, direct stabilised  

deepens. 

Capital allocators should treat entry mode as a primary input, not a residual consideration. 

Sector and market is half the work. Mode is the other half. Alpha in the living sectors will go 

to those who match the right mode to the nuances of each market: the investors who read 

the demand -side dynamics, the regulatory environment and pick their entry route 

accordingly. Partnering matters throughout, on both the capital and the operating side. 

The ways into APAC living are many, spanning the full risk spectrum from opportunistic to 

core and a wide range of entry methods. That breadth makes the opportunity hard to 

navigate, but it also means there is a strategy to fit almost any mandate.

THE POSITION

APAC living works, but 
selectively. Market and 
sector selection needs 
to be paired with the 
right mode of entry

“

Mode 02 Obsolescence Conversion

B -grade office vacancy stress accelerates. Planning and zoning 
reforms like those in Korea, Hong Kong and Australia accelerate 
further. Australian state planning reform on density bonuses 
tied to affordable housing. Accelerated reform around rental 
product in Singapore. 

Mode 03 Ground -up Development

Construction cost normalisation , particularly in Australia. Rate 
cuts in Australia and Korea improving cash -on -cash. Sustained 
rental growth above CPI in Sydney and Tokyo. Regulatory 
reform around classification of BTR in Australia with regards to 
construction GST, MIT and planning/zoning constraints. More 
clear tax legislation around Korean BTR.

Mode 04 Platform M&A / investment

Benchmark exits in HK PBSA, Korean co - living, Australian co -
living. Founder - led platforms reaching 5-7 year  exit horizon 
through 2025 -28. Coliwoo  and Assembly Place (TAP) exited via 
IPO in Singapore indicating emerging exit options. 

Mode 05 Direct stabilised  acquisition

Australian BTR pipeline maturing creates secondary market. BOJ 
normalisation  shifting Japan multifamily cap rates. Cap rate evidence on 
stabilised  co - living and PBSA across HK, South Korea, Australia. Tax reform 
for BTR product in Australia and South Korea. 
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