MarketView Taipei Office

MAJOR LEASING TRANSACTIONS

Size (ping) Tenant Property District
3,690 Lion Travel Shin Kong Ruihu Technology Bldg. Neihu
910 Merck WK Technology Bldg. Neihu
555 Swatch Group Cathay World Bldg. Nanjing

MAJOR OFFICE DISTRICTS IN TAIPEI

© 2010 CB Richard Ellis, Inc. We obtained the information above from sources we believe to
be reliable. However, we have not verified its accuracy and make no guarantee, warranty or
representation about it. It is submitted subject to the possibility of errors, omissions, change of

price, rental or other conditions, prior sale, lease or financing, or withdrawal without nofice.
CB RICHARD ELLIS We include projections, opinions, assumptions or estimates for example only, and they may not

ﬁ ilz %ﬁ }E /[:I: represent current or future performance of the property. You and your tax and legal advisors
should conduct your own investigation of the property and transaction.

QUALITY OFFICE MARKET
Taipei quality office market
includes Grade A and Grade B
office markets.

GRADE A

Modern facility with high quality
finishes; flexible layout; large
floor plates; spacious lobbies
and circulation areas; effective
central air-conditioning; good
lift services zoned for passengers
and goods deliveries; good
management and parking
facilities are normally available.

NEW SUPPLY

The number and/or ping of
buildings completed (including
redevelopment) in a period.

TAKE-UP

The net absorption of office
space let or pre-let to tenants
during the survey period.

VACANCY RATE
The amount of vacant space
divided by the total stock.

RENT

Rents are presented in NTD on
a gross basis, unless otherwise
specified.

CAPITAL VALUE

Capital values are presented in
NTD on a gross basis, unless
otherwise specified.

For more information regarding
the MarketView, please contact:

Ping Lee

CBRE Research

13F/A, Hung Tai Center
170 Tun Hua North Road
Taipei, Taiwan

T. 886227132266

F. 886 22712 3065
ping.lee@cbre.com
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Quick Stats

Change from last

Current Yr. Qtr.

Tt 3
NT$2,039 pp | <=

Tt 1

Vacancy 11.9%
Avg. Rent

Take-up* 2,750 ping

* The arrows are trend indicators over the speci-
fied time period and do not represent a positive
or negative value. (e.g., absorption could be
negative, but still represent a positive trend over
a specified period.)
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According to the latest statistics, the
Taiwanese economy grew 13.3% y-o-y
over the first quarter of 2010, representing
the second consecutive quarter of positive
growth after the onset of the global
financial crisis and the highest growth in 31
years. The record high growth registered
in the first quarter largely resulted from
the low comparison base last year and
significant increases in exports, private
investment and inventory. In view of the
stabilization of the global economy and
the expanding demand from emerging
markets, the statistics agency forecasts that

Taiwan’s economy will grow 6.1% y-o-y
over 2010.

As consumer confidence showed no signs
of decline during the first quarter, Taiwan’s
retail sector recorded a 10-year high of
NT$833.4 billion in sales revenue in the
same period, which represents a 4.4%
growth as compared to the first quarter in
2009. Nevertheless, the island’s jobless
rate remained at a high level of 5.67%
in March despite the figure being a
record low in 14 months. To boost private
consumption and investment confidence
amid high unemployment, the Central
Bank decided during its board meeting
on 25 March to leave benchmark interest
rates unchanged with the discount rate, the
rate on accommodations with collateral,
and the rate on accommodations without

TAIWANESE ECONOMY & OFFICE MARKET
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Taipei Office

First Quarter 2010

collateral staying at 1.25%, 1.625% and
3.5%, respectively.

In the commercial property market,
a number of automobile dealers and
logistics sector operators were actively
looking for space to open new showrooms,
warehouses and logistics centers during
the first quarter as business sentiment
continued to improve. While these firms
are mainly seeking retail or industrial
properties at present, it is expected that
their need for office space will emerge
in line with the success of their business
expansion. Over the first quarter, average
office rents in Taipei rose marginally to
NT$2,039 per ping on the back of stronger
performance of the Grade A market.

Activity in the Taiwan real estate investment
market softened in the quarter, which
was partially attributable to the limited
availability of properties for sale. The
shortage of properties available for
acquisition may ease in the months
ahead as it is observed that some owners
are planning to dispose of their assets in
order to lock in their capital gains. Going
forward, the signing of the Economic
Cooperation Framework Agreement
(ECFA) between Taiwan and mainland
China is anticipated to have an impact

on investment market performance in the
second half of 2010.

GDP Growth — Inflation Rate —
Discount Rate — Office Rental —
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OFFICE MARKET STATISTICS

New Total Stock Vacancy Gl:ade A Gf"de B
S Submarket S(upply (ping) Rate (%) Offlc.e Rent 0ff|c.e Rent
8 ping) (NT$/ping/mth) (NT$/ping/mth)
g: Taipei Main Station — 69,370 6.0% 2,200 1,616
g Zhongshan North Rd. — 32,930 11.5% — 1,805
® Nanjing-Songjiang Area — 241,910 9.7% 1,993 1,667
Minsheng-Dunhua Area — 251,050 9.9% 2,310 1,710
Dunhua-Renai Area — 174,210 11.2% 2,446 1,735
Xinyi-Jilong Area — 258,080 18.2% 2,784 1,572
Note: 1 ping = 3.31 sq. m. = 35.58 sq. ft.
QUALITY OFFICE New supply s

Toke-up mem

SUPPLY, TAKE-UP & VACANCY  vacaney

Total stock of quality offices in Taipei remained

g 00 T 20 unchanged as a result of no new supply completed
= BO «eeeeeeee B\ 18 during the first quarter. Average vacancy rates,
=4 16 on the other hand, decreased for the second
oo AN N 4 consecutive quarter, down by 30 bps g-o-q to
=3 12 :E_; 11.9%. Net absorption amounted to 2,750 ping
© 40 b TN 10 2 in the quarter thanks to improved take-up in
2 s LC>; Grade A space. Taipei’s Grade A office market
820 e 6 S recorded a total net absorption of 4,320 ping as
S . RS several large tenants committing to new premises
(%' 0 in the later half of 2009 relocated to Grade A
z 2 buildings in the period under review. Relocation
Z 0 Y e e e e N e e e e o O activity witnessed in the quarter included BNP

g § g g g § g 5 g § g 5 g § é Paribas Bank moving to Taipei 101 to take up

1,300 ping.

While Grade A facilities saw some gradual
improvement in office demand, Grade B buildings
in Taipei continued to register negative net
absorption of 1,570 ping over the quarter. As
quality offices in Neihu are relatively new and
can be rented at affordable rates, Grade B space
in downtown Taipei is expected to face stiffer
competition from new office buildings located in
Neihu. Major leasing transactions involving office
occupiers relocating to the Neihu area in the
period included Lion Travel taking up 3,690 ping
of space in Shin Kong Ruihu Technology Building
and Merck renting approximately 910 ping in
WK Technology Building. Business sentiment
turned more upbeat in the quarter with some
MNC:s actively looking for relocation alternatives.
Furthermore, an increasing number of firms
have been observed to become more inclined to
commit to new space during the review period.
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RENTAL TRENDS

IN PRIME AREAS

TMS — ZNR NSA —
MDA — DRA — XIA —

NT$/ping/month
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Grade A rentals averaged NT$2,505 per ping in
the first quarter, increasing mildly by 33 bps g-o-q.
Achievable rents for most Grade A submarkets in
Taipei stayed flat or grew slightly during the review
period with that for DRA being an exception, which
fell 12 bps g-o-q to NT$2,446 pping. Grade A
rentals are expected to remain stable in the second
quarter on the back of improved demand and limited
new supply. Some major landlords are nevertheless
likely to become more flexible regarding leasing
terms as the recovery in office demand has been
slower than expected. Average rents for Grade B
buildings continued to soften, down 45 bps g-o-q
to NT$1,700 pping. Among submarkets, Grade B
office in TMS posted the largest g-o-q decline of
nearly 0.9% in rents, which ended the quarter at
NT$1,616 pping.

During the first quarter, Grade A vacancy decreased
roughly 1% g-o-qto 13.2%. The Taipei Main Station
submarket saw its Grade A vacancy reach 3.8%
as a large occupier moved into the area. On the
other hand, the average vacancy rate for Grade A
buildings in the MDA increased to 9.4%, up from
8.5% registered in the last quarter of 2009. Vacancy
in the MDA is set to continue to rise going forward
and selected owners of Grade A buildings in the area
may face increasing pressure to reduce their asking
rates over the short-term. Grade B vacancy hit a new
high of 11.0% in the quarter as net absorption stayed
at negative levels. Vacancy rates for Grade B space
in DRA stood at a high16.4% after decreasing 0.5%
g-o-q over the quarter.

Investor sentiment in the Taiwan property market
remained bullish over the first quarter. Meanwhile,
total transaction sales decreased 45% from the
robust fourth quarter in 2009 to NT$49.7 billion.
The contrast between the strong investor interest
and the comparatively low transaction volume had
indicated the limited availability of investment-grade
properties put on the market. In the first quarter,
domestic developers continued to look for prime
lands. One of the most notable transactions was
Huaku Development’s acquisition of a 1,715-ping
land parcel in Tianmu for over NT$7 billion. Total
investment turnover for commercial properties
amounted to NT$16.9 billion in the review period
with office and 1/O facilities remaining the most
popular choices. Major deals included Yuanta Asset
Management purchasing an en-bloc office building
in downtown Taipei for NT$2.3 billion and Cathay
Life Insurance obtaining a new 1/O building in Neihu
for nearly NT$2 billion.
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