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FORMATION ABOUT WTW
CBRE| WTW entered into an agreement in May 2016 to Colin Harold Williams established C H Williams & Co in
form a joint venture to provide a deep, broad service offering Kuala Lumpur in 1960. C H Williams & Company merged

dmp rfc ajgclrq md "~ mrf dgpkaq, inRI7¢with Gathd & Gdmpayny feinded byiMpbd Tedlgar
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reach and broad array of market leading services.
In 1975, C H Williams Talhar Wong & Yeo (WTWY) was

The union of CBRE and WTW is particularly significant established in Sarawak. C H Williams Talhar & Wong
because of our shared history. In the1970s, CBRE acquired (Sabah)(WTWS) was established in 1977.

businesses from WTW in Singapore and Hong Kong, which

pck_gl _1I glrcep_j n_pr md A @P CRégurréngnganabemenhis headeddyrGrapp Chairman,

Mohd Talhar Abdul Rahman.
The wider WTW Group comprises a number of subsidiaries
and associated offices located in East Malaysia including: The current Managing Directors of the WTW Group
operations are:
A C H Williams Talhar Wong & YeoSdn Bhd (1975)
A CBRE | WTW: Mr. Foo Gee Jen
A C H Williams Talhar & Wong (Sabah)Sdn Bhd (1977)
A C H Williams Talhar & Wong (Sabah)Sdn Bhd: Mr.
A C H Williams Talhar & Wong (Brunei) Sdn Bhd Leong Shin Yau

A C H Williams Talhar Wong & YeoSdn Bhd: Mr. Robert
Ting Kang Sung

ABOUT CBRE

CBRE Group, Inc. (NYSE:CBG), a Fortune 500 and S&P 500
amkn_|w fc_bos_prcpcb gl Jmg
largest commercial real estate services and investment

firm (in terms of 2014 revenue). The Company has more
than 70,000 employees (excluding affiliates), and serves

real estate owners, investors and occupiers through more
than 400 offices (excluding affiliates) worldwide. CBRE

offers strategic advice and execution for property sales and
leasing; corporate services; property, facilities and project
management; mortgage banking; appraisal and valuation;
development services; investment management; and
research and consulting.

Published by

C H Williams Talhar & Wong Sdn Bhd (18149-U)
CBRE | WTW Kuala Lumpur, Malaysia.
December 2017

This report was prepared by the CBRE | WTW Malaysia Research Team, which forms part of CBRE Résaaretwork of preeminentasearchers who collaborate to provide real estate market
research and econometric forecasting to real estate.

All materials presented in this report, unless specifically indicated otherwise, is under copyright and proprietary to CBRE|formation contained herein, including projections, has been obtained
from materials and sources believed to be reliable at the date of publicatidfihile we do not doubt its accuracy, we have not verified it and make no guarantegrranty or representationabout it.
Readers are responsible for independentigsessing theelevance,accuracy completenessand currency of the information of this publicatioriThis report ispresentedfor information purposes only
exclusively for CBRE | WTWlientsand professionals, and is not to be used or considered as an offer or the satisfaction of an offer to sell or buy or subsaribecurities or other financial
instruments. All rights to the material are reserved and none of the material, nor its content, nor any copy of it, mayevedain any way, transmitted to, copied or distributed to any other party
without prior express written permission of CBRE | WTW. Any unauthorizellication or redistribution of CBRE | WTW Research reports is prohibited. CBRE | WTW will not be liable for any loss,
damage, cost or express incurred or arising by reason of any person using or relying on information in this publication.

Additional copies may be downloaded from our website www.clwéw.com.my C B R E | wm
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MESSAGE FROM THE MANAGING DIRECTOR

When 2016 wrapped up, many were anticipating worse property market conditions for 2017. The market has indeed
remained soft for 2017 nonetheless, performance was better than our expectation. Overall, looking at first half of 2017, there
were over 153,000 transactions worth RM67 billion, a decline of 6% in volume but rise of 5% in value compared to 1H 2016.
Bearing the pressure of possible worse market conditions in 2017, many developers have undertaken proactive strategies to
mitigate the risks. For instance, residential transactions declined by 14.5% y-o0-y back in 1H 2016, the number diminished to
only single-digit decline of 7% in 1H 2017. This could be attributed to the fact that developers have restrategised their plan
by developing products at more affordable price level in an attempt to correct the price -income mismatch which has been
prevalent in the residential market. More strategic adjustment on products, pricing and sale strategies may be observable

in 2018.

On the commercial front, business activity has slowed down in recent years due to cautious sentiments triggered by
economic concerns. In particular, the office sector continues to be shrouded by worries of over-supply in the Klang Valley
and the ail in oil and gas industry. Nonetheless, the eye-opening 5.7% GDP growth in 1H 2017 and observed increase in
household spending shall inject some boosters. | believe Kuala Lumpur is still cost -competitive and attractive in the South
East Asia region as a prime office destinations for MNCs.

In the run -up to the much anticipated 14" GeneralCj cargml * rfc P_iw_r %g ucjd_pc ugj]j bm
such as affordable housing. Residential sector remained as the principal component of property market by constituting
4/ ,6# _1Ib 26,2# md tmjskc _Ib t_jsc md K_j_wqg_%q k_picr pcqgn

| view that the residential supply in the country is adequate or falling slight short. The core of housing issues in Malaysia lies
with mismatches. In the open market, mismatch of price can be considered as acute. Bank Negara estimated average
Malaysians could afford houses priced around RM250,000 and below. Nonetheless, 78.7% of new launches in 1H 2017 priced
beyond that range with 49.8% of them costs more than RM400,000. Turning to affordable housing, mismatch in location
dampened the public reception towards the schemes. Lack of amenities and facilities, accessibility and connectivity, and

poor building quality are the top deterrents, this needs to be looked into. Acknowledging that land matters fall under the
purview of state governments, efforts could still be taken to streamline and centralise affordable housing initiatives at federal
level to enhance the delivery efficiency and policy effectiveness.

Of all the property sectors we covered in this report, hotel and industrial are painting the most optimistic outlook for 2018

and beyond. Blessed with geographical and cultural diversity, tourism has always been and will continue to be a prominent

economic activity in Malaysia, spearheaded by hotspots such as Melaka, Penang, Borneo and others. A series of airport

snep_bc npmhcarq _I b glaclrgtcg ucpc npmnmgcb gl @sbecr 0./ 6*
tourism-_ qgmag_rcb gl bsqrpgcq, Ugrf _jj cwcg ml ~0.0. Tgqgr K_j _w
lining up, the tourism industry is poised to gain more momentum.

We are understanding more about the Digital Free Trade Zone from time to time, so as the Industrial Revolution 4.0 which

would be one of the main pillars of National Transformation 2050 (TN50). Apart from that, Budget 2018 also shed light on

the expected completion time of the East Coast Rail Link (ECRL) and the KL-Singapore High Speed Rail (HSR), both ofwhich
aredubbed_gq cjct _rgle K_j_wqg_%q amllcargtgrw gl rfc ?2QC?L gl dp_g
initiative. Jumping onto the bandwagon of technological revolution and digital economy era, Malaysia is diversifying its

industrial landscape from traditional manufacturing to logistics and distribution.

Malaysia holds the potential to beap c e g ml _j bggqrpg srgml fs * d_agjgr_rcb ~w rfec
map and conscious efforts by the policy-makers. In Peninsular Malaysia, the abovementioned cross-border railway projects

are complementary to the developments of deep-sea ports in Kuantan and Melaka. Looking to East Malaysia, the existing

ports are strategically located to cater for the logistics around Brunei Darussalam -Indonesia-Malaysia-Philippines (BIMP)

region. In view of the rise of e-<commerce and higher stakesthat logistics hold in the country, the industrial sector shall gain

more traction, especially in the warehousing and supply chain segments for the coming years

CBRE | Wiw
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2018 does not comewithout challenges lying ahead. Theinternational and domestic political landscapes havebeen shifting.
Brexit, the rather detested Presidential Election result in the United States, and tension and military provocations among
North East Asian countries, have all pointed to the sense ofdeglobalisation around the world whereby the political
developments often led to some forms of economic retaliation involving economic powerhouses. At home, the upcoming
General Election may trigger anxiety and reserved behaviour in the market due to uncertainty.

Ringgit in overall, has weakened against major and regional currencies in the past 5 years. Financialactivities and monetary

policies in the main capital markets will continue to influence the currencies of emerging markets such as Malaysia.

Nonetheless, credit to the central bank, Ringgit recovery is observable in recent period. Active monitoring and regulations

aml bsarcbh ~w @_1i Lce_p_ wugjj fcjn rm clgspc rfc bgnksandgj gr w md
weakening financial profile of Malaysians will however, result in higher barrier for property buyers to secure loans. Economi ¢
uncertainty and rising costs of living may deter households from subscribing to long -term financial commitment such as

purchase of property.

In recent years, the government and authorities have introduced numerous measures that would impact the property market.
Cooling measures were introduced in an attempt to curb speculation which led to disproportionate appreciation, the major
measures include Real Property Gains Tax, foreign ownership restrictions and the recently proposed freezing of development
approvals of luxury condominiums, offices and shopping complexes. Prudent regulatory moves and timely intervention are
necessary to ensure the sustainability of property market as well as to eradicate potential threats posed to the financial
system arising from excessive risktaking by marketers. At the same time, it needs to berecognised that the cooling measures
implemented have to be deliberate and well-articulated with comprehensive understanding on the aggregated impacts. This
is to avoid unnecessary shocks and adverse responses in the market which would hamper the activity and growth of the
market. From investors %iewpoint, erratic changes and flip -flopping would diminish their investment confidence and
perception on the openness of the market.

All said, the relentless pursuit of mega projects and high -value economy would continue to catalysebusiness activities and
bring about new growth drivers and opportunities. As far as realestate industry is concerned, robust economic expansion in
early 2017 somehow, has not spilled over to the property market as the year came to an end. Nonetheless, optimists are
suggesting that the property market shall see the light at the end of the tunnel in the second half of 2018. That would be
desirable but buckle up as uncertainties would still linger on in 2018.

MANAGING DIRECTOR, CBRE | WTW

CBRE | Wiw



MACRO OVERVIEW- ECONOMY

2017 KICKED-OFF WITH MOMENTUM

K _j _ wecgnomydicked-off 2017 with great
momentum to the surprise of many, it then prompted
Bank Negara to revise annual GDP growth forecast
upwards to 4.8% and above. The traditional drivers of the
economy continued to make their contributions, namely
the manufacturing and construction sectors. Households
were seen to be prudent but confident with their
spending. Businesses shall stay optimistic with
opportunities arising from domestic consumption and
foreign demand for exporters.

Remarkable economic performance prevailed in 2Q 2017
as real GDP grew by 5.8%-9-y (1Q 2017: 5.6%). In the
labour market, labour participation rate and
unemployment rate have remained relatively unchanged
in recent period. Looking at 2Q 2017 figures, labour
participation rate in the second quarter edged slightly
fgefcp rf _|I 0./ 4%q _tcp_ec
Similarly, unemployment rate for 2Q 2017 was 3.4%, this
~jgm d_pcb “crrcp rf _|I 0.

Standing at RM34,727 in 2016. GDP per capita for
Malaysians has been trending upwards consistently. The
fact that the growth in GDP per capita stayed above
inflation rate from 2012 onwards implies that inflation in
the economy can be considered as under control. On one
hand, stability in the employment rate will help to boost
K_j_wqg_l g% dgl _I| ag_]j
robust economic growth will j gdr K _
level. Combining both situation, it can be expected
households spending shall be prudent but steady in near
future at the least.

Consumption continued to be the driver of growth in
domestic demand (2Q 2017: 5.26, 1Q 2017: 7.7%).
Improvement in private sector wages as well as

aml gskcpqg% gqgncl bgl e
consumption by 7.1% (1Q 2017: 6.6%). Private investment
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activities prevailed at 7.4% (1Q 2017: 12.9%) expansion
rate - manufacturing and services sectors were the main
contributors. Public consumption growth moderated to
3.3% (1Q 2017: 7.5%) while public investment declined by
5% (1Q 2017: 3.2%) as reduced spending by public
corporations offset the spending increment by the f ederal
government.

Construction sector recorded most significant annual
growth of 8.3% in 2Q 2017 (1Q 2017: 6.5%). Following in
second spot, services sector experienced higher growth at
6.3% (1Q 2017: 5.8%), underpinned by improvement in
wholesale and retail trade sub-sectors which benefited
from increased household spending. Manufacturing
sector expanded by 6% (1Q 2017: 5.6%) to reach a new
high since 2Q 2014. Electronics and electrical continued
to be the dominant component of manufacturing sector
md andidst,stborig support from expdts ehdfdomestic
demand. The manufacturing sector also gained from the

! 4 %q perfdrnecapce ef constnuettiorl sec@o# through increased

production of construction materials. After successfully
rebounding from contraction for the whole of 2016 in 1Q
2017, agriculture sector moderated to 5.9% growth in 2Q
2017 (1Q 2017: 8.3%).0n the mining sector, the global
initiative to cut down oil production played a part for its
lowest growth among all sectors at 0.2% (1Q 2017: 1.6%).

aml dgbcRGARUST MN THE EXNaRN&Ip FRONTDb *

gl amkc
Continuing on the momentum in the first quarter, gross
exports in 2Q 2017 rose by 20.6% (1Q 2017: 21.3%).

Bck_I b dpmk K_j_wqgg_%q k_hmp
the United States and China remained strong. On one
hand, manufacturing of electronics and electrical -
semiconductors in particular - recorded higher trade
volume. Commaodities such as petroleum and chemical
gcl rgkcl r prodotte qrrthe bthenhargl t gaimed from better prices.
58 7.00
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Source: Bank MagesizBRE | WTW Research
© 2018 CBRH WTW
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MACRO OVERVIEW- ECONOMY

Double-digit growth of 19.1% was also registered by gross slight drop g -0-q, the Residential Property Index (RPI) in

imports (1Q 2017: 27.7%). Imports for re-exports as well overall displayed optimism as it continued to approach

as intermediate imports increased which in turn, the 100 points threshold since 2H 2016, being at 97 points

supported the expansion of manufacturing sector in this in 2Q 2017.

quarter. Imports of high -value capital moderated in

second quatrter, this pulled down gross imports compared SLIGHT DECLINE BUT CONSISTENT LOAN

to 1Q 2017. APPROVAL

Overall, trade balance experienced widened surplus from As of 2Q 2017, the size of loans in the financial market

RM18.9 billion in the previous quarter to RM24.1 billion valued at RM1.55 trillion - of which 32.2% was intended

in 2Q 2017. for purchase of real estate properties. Rate for loans
ranged from 3.61% to 3.79% for 2016 quarters whilst the

Foreign direct investment (FDI) in 2Q 2017 moderated to recent rate in 2Q 2017 was 3.61%. The total amount of

RM8.3 billion (1Q 2017: RM17 billion), on account of loans applied for this quarter rose compared to previous

lower reinvestment of earnings and injection of equity quarter, registering at RM204.6 billion (1Q 2017: RM197.4

capital into the economy. Nonetheless, consistent with billion).

the pattern observed in the previous quarter, the top 3

primary beneficiaries of FDI in second quarter were real Purchase of residential property constituted 29.9% (or

estate, information and communication, and mining RM61 billion) of the total loan applications while

sectors. purchase of non-residential property took up 10.8% (or
RM22.1 billion). Both represented a g-o-g growth. Loan

FEEL GOOD FACTORS IN THE MARKET approval rate for purchase of residential property
exhibited minimal variation since 1Q 2016. The approval

Based on surveys undertaken by Malaysian Institute of p_rc dmp gsaf nspnmqc gl 00 0./5

Economic Research (MIER), Consumer Sentiments Index of 42.3% to register at 42.9%. Interestingly, the annual

(CSl) for 2Q 2017 improved go-g and y-0-y to 80.7 points - increase in loan value approved for purchase of

highest since 4Q 2014. The main boosters of optimism residential property was approximately 14.2% despite

are stable employment and wage increase which spurred marginal increase in approval rate of 1.08%. This

aml gskcpg% dgl _ | ag_|j aml dgb c | dsproporHonateluptrengl may be a reflection of either

encouraging sales performance coupled with potential for appreciation of residential property or a boost in demand

expansion in export sales and production steered for higher-end residential property.

Business Conditions Index (BCI) to 11-quarter high at

114.1 points. Turning to Retail Trade Index (RTI), it Mixed changes were observed on loan for purchase of

rebounded strongly from 2 consecutive g-o-q declines to non-residential property whereby the approval rate

break through the 100-point threshold at 105 points, increased by 4.4% go-q but declined by 2.6% y-o0-y for

underpinned by rise in tourist arrivals, disposable income second quarter of 2017.

and government spending on infrastructures. Albeit

Loan Approvals

S
~ 2,000,000 60.00
E 1,500,000 — B
s ' ' 40.0C%
@ 1,000,000 §
o
500,000 20'0055
0 0.00
2014 2015 2016 2Q 2017
mmmm Total Loans = | oans for Purchase of Residential Property
= |_oans for Purchase of Non-Residential Property Loan Approval Rate for Purchase of Resider

—8— | 0an Approval Rate for Purchase of Non-Residential Property

Source: Bank MagesizBRE | WTW Research
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MACRO OVERVIEW- INFRASTRUCTURE

Projects Locations Completion Status (as at Oct 2017)
Rail

PortKlang, Selangor- Kuantan
East Coast RaiLink(ECRL) Port, Pahang Terengganud 2024
Tumpat Kelantan

Ground breaking ceremony
held in Augus2017

Electrified Double Track Infrastructure and civil work
Project (EDTP) Gema¥hor Gemas- Johor Bahru 2020 sub-contractorappointed
Bahru

Bandar Malaysia BangiPutrajaya .
- Serembar Melaka - Muar - Design stage (Open tender for

High Speed Rail (HSR) Batu Pahat IskandarPuteri- 2026 (F:)cr)cr)lgrueltsa}snt). Land acquisition in

JurongEast, Singapore

. Main contract awarded.
LRT Line 3 BandarUtama - Johan Setiad 2020 Construction is scheduled to

Klang start in November2017
MRT 2 (SSP Line) SungaiBuloh - Serdang- Putrajaya 2022 Sub-contractor tender stage
MRT 3 (Circle Line) - In-planning
Highway/Expressway
DamansaraShah Alam SungaiPenchala- Shah Alam 2019 Sub-contracts awarded

Highway (DASH)

East Klang Valley Expresswa

(EKVE) Sungai Long- Ukay Perdang 2019 Underconstruction
Reported to commence
LebuhrayaPutrajayaKLIA MEX3 KLIAS KLIA 2 2021 constructhn in 201?3. Site .
(MEX 1) clearance is noted in Putrajaya
toll plaza
PanBorneo Highway Tawau- Kuching 2022/2023 Underconstruction
SerdangKinraraPutrajaya . . .
Expressway (SKIP) Serdang- Kinrara- Putrajaya 2021 Design stage
SungaiBesiUlu Kelang SungaiBesi- Cheras- Ampang- 2019 Contract and subcontracts
Expressway (SUKE) Ulu Kelang awarded
Sub-contractors appointed for
\(I\\I/\?é'tEg:oaSt Expressway Banting- Taiping- Sabak Bernam 2019 certain phasesDesign stage
for toll plaza.
Port
Kuantan Port Ne\_/v Kuantan Port 2018 Underconstruction
Deepwater Terminal
©2018 CBRE WTW 2018 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK | MALAYSIA CBRE | WTW RESEARCH
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MACRO OVERVIEWS POLICY

Title Authority/Agency Effective Date

Tourism Tax Ministry of Tourism and Cultural 1 September2017

The implementation of tourism taaf RM10 per room per night applicable to all foreign tourists in all hotels (including
budget hotels).

Charge to propertyrelated legal fees The Malaysia Bar 15 March 2017

The Solicitor's Remuneration (Amendment) Order 2017 SRi&@de several important changes which set out the fees
payable to lawyers in property transactions flow:

1. Lawyersare allowedto give discounts on certain property agreements up to 25% on fees except for transactions
governed by the Housing Development (Control and Licensing) Act 1966 (Act 118) for residential property.

2. Increase in fees for sales and transfers by replacing the previous First schettha¢leeduced feepercentagesfor
residentialproperty maintained.

3. Increasein the fee for security or financingocumentsby replacing ThirdSchedule, reducedee percentages for
residentialproperty maintained.

Special financing scheme for PRIMA PR1MA 14 February 2017

Special PR1IMA End Financing Scheme (SR#buld offerlarger amount tohome-buyerswhere banks will take loan
applicant's EPRAccount2 monthly contribution into consideration in calculation of final eligible loaamount.
Furthermore, successful loan applicawnill only pay for the interest for the fir§tyears

© 2018 CBRE WTW 2018 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK | MALAYSIA CBRE | WTW RESEARCH
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PROPERTYOVERVIEW

MALAYSIA

The property market continued to soften in 3Q 2017 although the decline was
much milder than our anticipations at the end of 2016. There were over 229,543
transactions worth RM102.29 billion, a decline of 5% in volume but rise of 7% in

value, compared to 3Q 2016.

The residential sector continued to dominate the overall
market with 62.1% of market share in volume and 48.7%
in value. Slower absorption rates have caused an increase
in unsold residential units (completed and under
construction), estimated at 146,497 units as at 2Q 2017,
compared to the historical average of 72,000 units per
year between 2004 and 2016.

Nevertheless, housing starts was up by 16% from 1H
20186, totalling 67,662 units in 1H 2017. Consequently, the
government has recommended a general freeze on
residential developments of homes priced over RM1
million each.

In the Klang Valley, office vacancy rate reported by NAPIC
to be 23.6% as at 1Q 2017 and with incoming supply of 38
million square feet, vacancy rate could climb to 32% by
2021. In other words, a vacancy of 1 in 3 offices

The government has also voiced equal concern over the
140 new shopping complexes targeted for completion by

Transaction Volume
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2021. They will increase existing supply in the Klang
Valley, Penang and Iskandar Malaysia by 70%, 40% and
150% respectively, amidst vacancyrates of 13.4%, 30.6%
and 24.2% asat 1Q 2017.

A freeze on office and retail developments has also been
recommended by the government.

FURTHER MARKET TURBULENCE

The 2 sectors that appear to be less affected by an
impending glut are the hotel/tourism and industrial
sectors. However, this is not a signal for players to rush
into these 2 sectors, thereby spreading a potential market
epidemic to all property sectors.

With General Elections around the corner, none dare to
predict whether a win by the incumbent government or

an upset by the Opposition, will boost the market or

cause a downward tailspin. What seems evident is that we
can anticipate further market turbulence in 2018.

Transaction Value
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Source: NAPIC, CBRE | WTW Research Source: NAPIC, CBRE | WTW Research
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PROPERTY MARKET

AlBector

PROPERTYOVERVIEW

Landed HigRise Purpédsailt
Residential Residential Office

INDICATORS

Shopoffice Retail

Hotel Industrial

2017 2018 2017 201€ 2017 2018 2017 201€ 2017 2018 2017 201€ 2017 2018 2017 2018

MAIN MARKET
Klandgalley u u u u u u u q u u u u u u p
Penang u u u u | q q u u u u u u u u u
Johor Bahru u u u u q q u u u u u q u u u
Kota Kinabalu = u u u u u u u u u u q u u q u
Kuching u u u u q q u u q u q u u u u
REGIONS
NORTHERN REGION
AldBetar u q u u q q q q u u u q u u q
Ipoh u u u u u u u u u u u u u u u
SOUTHERN REGION
Seremban u u u u u u u u u u u u u p p
Melaka u u p p u u u u u u u u u u u
BatRahat u u u u u u u u u u u u q u u
EAEIOAST
KotBharu q q u u u u u u u u u u u u u
Kuala Terengganu  u u u u u u u u u u u u u u
Kuantan u u | q u | q u u u | q q u u u u u
SABAH
Tawau u | q u | q u u u u u u u u u u u
Lahdzktu q q q q - - - - q q u u u q u
Sandakan u u u u u u u u u u - - u u u
Labuan q q u u q q - - g q - - q q q
SARAWAK
Bintulu u u u u p u - - q q q q u u u
Miri u u u u p p u u u u u u u u u
Sibu u u u u p u - - q u u u u u u

© 2018 CBRHWTW
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PROPERTYOVERVIEW3 MAIN MARKETS

KLANG VALLEY

The overall Klang Valley residential market moderated in 2017 with more
completions but slowdown in transaction activity and new launches. The slowdown
continued into first quarter of 2017 with increases in overhang and lower sales
performance, it is anticipated a moderating growth throughout 2017.

RESIDENTIAL OVERHANG

As at 3Q 2017, 129,841 transactions with total value of
RM137.33 billion were recorded. More than 21% of the
transactions involved residential properties priced
between RM250,000 and RM500,000, this reflected a
decline of 9% g-0-q in volume (3Q 2016: 13,600, RM5.01
billion).

Prices of residential property continued to grow
moderately despite the current market glut, evidenced by
a slower growth of 6.6% and 5.8% in both Kuala Lumpur
and Selangor House Price Index 2016: 8.4%; 8.5%).

Emtcpl kclr”~qg gknjckclr _rgml

and lending measures by Bank Negarashowed a positive
outcome in ensuring sustainable price growth.

© 2018 CBRHWTW

2018 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK | MALAYSIA

In 3Q 2017,Klang Valley recorded 6,022 transactions of
shops/commercial lots worth RM10.55 billion, indicating
a decline of 23% of total transactions compared to the
previous year (3Q 2016: 6,365 transactions). Of the total,
about 23% or 1,376 transactions were 2to 3-storey shop-
offices worth RM1.94 billion.

OFFICE DEMAND FROM FOREIGN
SOURCES

Kuala Lumpur is poised to continue attracting foreign
investments and become a choice of location for
multinational companies (MNCs), lending support to

g temand foroffide spacg.ncasj _r gml g
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PROPERTYOVERVIEWSd MAIN MARKETS

With the new technologies advancing digital mobility and
high adoption rates on technological application globally,
the changes in the workplace/office space have come fast
in recent years, including Global Business Services (GBS)
and Tech Startups.

Demand drivers for GBS growth are mainly from banking,
financial services and insurance (BFSI), government,
retail and hospitality/tourism industries. Demand for

BFSI is expected from banks with the pressure to reduce
operational cost, offer seamless customer service and
replacing legacy systems. The government sector will
drive the GBS growth due to increase in information
technology application and adoption across government-
based services, whilst GBS in telecommunication sector is
in demand due to rise in demand for application service
delivery, service provisioning, activation services and
billing services.

Major GBS customers are from developed economies,
such as the United States, United Kingdom, Japan and
Asia Pacific countries. The local MNCs in Malaysia are
also starting to turn to single sign-on (SSO)with major
distributions in Cyberjaya numerous MSC commercial
zones, Technology Park Malaysia (TPMand others.

Demand for another niche, that is, data centres within
technology clusters are trending high in Malaysia, with its
high utilisation rate of 70% is on par with other global
data centre locations such as India, Australia etc. The
data centre industry has been competitive with growing
global demand in outsourcing their data centre activities
in Asia Pacific countries at lower operational cost, where
it recorded revenues of RM831 million, up 4.5% in 2015.
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CHALLENGING FOR RETAIL

The retail market in Klang Valley was challenging in 2017
and it is expected to persist throughout the year 2018. As
reported by the Malaysian Retail Association (MRA) for 3Q
2017, the growth rate for retail sales was recorded at 1.1%.
As compared to 3Q 2016, retail sales growth dropped by
1.1%.

The lower sales performance for 3Q 2017 was due to
consumers being cautious with their spending, mainly
influenced by the rise of cost of living, the hiking price of
RON 95 and weak Malaysian currency.

STABLE TOURISM AND INDUSTRIAL

In 3Q 2017,Klang Valley recorded a total of 54,149 rooms
by 187 hotels, an increase of 4% or 2,222 rooms 3-y. In
terms of new completions, a total of 1,614 rooms were
recorded in first 3 quarters of 2017 through the opening
of 7 hotels, examples are Stripes Hotel KL, Sunway
Velocity, Sofitel Hotel Damansara and Element Kuala
Lumpur.

Tourist arrivals rose by 4% from 25.72 million in 2015 to
26.75 million in 2016 and is expected to further improve

in 2017 in conjunction with Visit ASEAN @ 50 Campaign
and hosting of 29th SEA Games and ASEAN Para Games
2017. Meanwhile, the average room rate (ARR) for upscale
hotels in Kuala Lumpur is notably lower in comparison to
other Asian cities. All in all, these factors may potentially
boost AOR considerably.

As at 3Q 2017, 44,277 existing industrial units were
recorded in the Klang Valley of which 69% (or 30,569
units) are terraced industrial property, followed by semi -
detached and detached units with a share of 14% (or
6,178 units) and 12% (or 5,490 units) respectively. Flatted
factory (1,933 units) and industrial complex (107 units)
made up the remaining 4% (or 2,040 units).
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PENANG

As the overall market activity continued to trend downwards in 2017, the
bottoming of the Penang property market is expected on the horizon. It is

anticipated to remain subdued but resilient in 2018.

The aftermath impact of the

storm and flood incident to the property market would be short term. Following
the nationwide freeze directed by the cabinet, developers having land banks at the
eastern portion of Penang Island are expected to be more impacted.

A SUBDUED MARKET ANTICIPATED IN
2018, BUT WOULD BE RESILIENT

Since 2015, the overall activity in the Penang property
market had continued on a downtrend. According to the
recently released statistics of NAPIC, a totalof 12,174
properties were transacted in Penang State up to 3Q2017,
representing contractions of 10.1% and 25.1% as
compared to Jan- Sept 2016and Jan- Sept 2015
respectively. Compared with Jan- Sept2014 (before the
downturn), the total number of overall property
transactions in Jan - Sept2017 had reduced 34.8%.

The total value of properties transacted in Penang State
was approximately RM7.87 billion in Jan - Sept2017,
higher 14.8% as compared to Jan- Sept2016. Compared
with Jan - Sept2015 and Jan- Sept2014, the total value of
overall property transactions in Jan - Sept2017 had
dropped 10.7% and 24.1%, respectively.

The downtrend in number and value of property
transactions was prevalent almost across the board of
various property sectors.

The property market is anticipated to remain generally
subdued in 2018. This is in consideration of the
imbalances of supply and demand in certain property
sectors and the prevailing rising cost of living that erode
purchasing power.

However, it is expected to be resilient, to be supported by
the trickle -down effect of the gradual recovery in the
national economy. Bank Negara Malaysia recently

I mslacb rfec
commendable 6.2% in the third quarter of 2017, the
fastest since June 2014In addition, as reported by the
Malaysian Rating Corporation Berhad, the household
income has grown, albeit at a slower pace. There are also
various initiatives proposed in Budget 2018 that address
the cost of living and affordable housing issues, and
boost other major economic sectors.
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Jan- Sept2017

Property Sector Vs

Jan- Sept2017 Jan- Sept 2017
VS Vs

Jan- Sept2016

Number of Transactions

Residential q -10.8%
Commercial q -9.9%
Industrial p +5.0%
Value of Transactions

Residential q -1.1%
Commercial q -0.7%
Industrial q -32.5%

SourddAPIC, CBRE | WTW Research

THE AFTERMATH IMPACT OF THE STORM
AND FLOOD INCIDENT TO THE PROPERTY
MARKET WOULD BE SHORT TERM

In early November 2017, Penang and certain parts of
Kedah and Perakstates, were affected by one of the worst
storms and floods in recent history. A major portions of
residential areas in low lying areas and the inner city of
Georgetown were inundated. There were also landslides
at certain hill slopes. Fortunately, major industrial parks
and commercial centres were generally not affected.

Following the incident, prospective purchasers and
tenants would refrain from considering properties

affected by the recent flood and landslide. Banks would
also be more cautious on flood-prone and landslide areas,
and may restrain extending loans which are to be secured
by properties in such areas.

However, the aftermath impact to the property market is
anticipated to be short term. The recent weather havoc
was caused by the usual intermonsoon season
exacerbated by the isolated incident of the tail-end effect
of Doksuri Typhoon, which impacted mostly the
Philippines and Vietnam. Furthermore, the impact would
also not be long lasting with remedial actions taken by
the governments and relevant authorities.
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Jan- Sept2015 Jan- Sept2014

a -23.6% q -33.2%
q -39.2% q -41.2%
a -38.8% q -8.6%
a -13.6% q -28.4%
q -54.4% q -42.2%
q -19.9% q -8.2%

DEVELOPERS HAVING LAND BANKS AT
THE EASTERN PORTION OF PENANG
ISLAND WOULD BE MORE IMPACTED BY
THE NATIONWIDE FREEZE DIRECTED BY
THE CABINET

The Federal Government Cabinet has directed a
nationwide freeze of new applications to develop
shopping malls, offices, serviced apartments and
condominiums priced at RM1 million and above, effective
1 November 2017.

Subsequently in December 2017, it was announced that

the government will allow housing projects worth more

than RM1 million in big cities, with condition that

developers meet the requirements set by the Urban Welk
being, Housing and Local Government Ministry.

Developers must submit official application to the

ministry if they wish to undertake luxury projects and the
_nnpmt _j ugjj ~c ml Na_qgc

This measure isexpected to impact more for developers
that are having land banks at the eastern portion of
Penang Island. The land banks are usually planned with
luxury high -rise residential projects and other major
commercial developments.
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POLICIES/REGULATIONS

The Strata Titles (Amendment) 2016 came into force bdanuary 2017 (exceptSection 29 in Johor, Penang,
Selangor and Kuala LumpurThe Actintroduceda new Section 4C on the concept of rent for parcels and provisional
blocks. Parcelowners are obliged to pay rent for parcels or provisional blocks. Tlaed office will issue individual quit
rent bills known as parcel rent to individual parcelvner. The quit rent in respect of the entirbuilding/lot will no
longer be applicable.

Effective April 2017, the minimum purchase price of landed properties (including landed stiat®enanglsland for
foreignershas increased from RM2 million to RM3 million per unit. The minimum purchase price for stratified
properties in Penang Island remained at RM1 million per uriior properties inSeberang Perai, the minimum
purchase price of landed properties (including landed strafaj foreigners remained at RM1 million per unit. The
minimum purchase pricef stratified properties has reduced to RM500,000 per unit.

The Approval Fee for foreigners purchasing stratified properties priced between RM1 million and RM1.5 million in
Penanglsland reducedfrom the previous 3% to 1.5%.

PROJECTS

Officially launched by the Prime Minister o4 August2017, the Northern CorridorEconomic Region (NCER)
Blueprint 2.0unveiledthe 7 catalytic growth node projects. They ahuping Valley Industrial Park (CVIA), Perlis
Inland Port (PIP), Kedah Science and Technology Park (KSTP), Kedah Rubber CityB&fR&pgwanDevelopment,
Greater KamuntingConurbation (GKC), andMajung - Aman Jaya Maritime City in Perak.

INFRASTRUCTURE

The preliminary works involvinthe budgeting of the overall compulsory land acquisiticor the proposed RM4.6
billion Jelapang- SelamaBatu KawanExpressway (JELAS) have commenced. TheHlilBnetre expressway will
connectJelapangin Ipoh to BatuKawanin Penang.It will serve as an alternative link to the NoHBouth Expressway.

A total of RM33.4 million hasbeen allocatedfor the proposed bridge and road project along JalaBatu Kawan
including road wideningfrom existing2 lanes to6 lanes. The project ischeduled for completion by May 2019

TRANSACTIONS

EweinB h dsdisidiary ofEweinZenith 1l Sdn Bhd and Consortium Zenith Construction Sdn Bhd) (@8 mutually
terminated their Sale and Purchagggreement(SPA) for the 4.4252acre (1.79-hectarg of land in Section 1, Town of
TanjungPinang, Penang Island.

The termination was due to the eventual land alienated was approxima®ecre, it was asubstantial reduction in

size of the subject land referred to in the SPAwHS reported that 44.5hectare of freehold reclaimed land iffanjung
Pinang would be grantedtoCby t he Penang government as paymeturnel fior
and 3 relatedroad projects

Kumpulan WangPersaraanKWAP) proposedo acquire 20% stake of the ongoing reclamation project, Sd@&njung
Pinang Phase 2A (STP 2A) from Eastern & Oriental Bhd. The acquisgistimated to beapproximately33.18-acre,
consists of4 plots residential landand 4 plots of commercial land. The purchase consideration is approximately
RM766 million in cash.

Mah Sing Group Bhd,through its subsidiary, Enchanting View Development &hu entered into a Sale and
Purchase Agreement to purchase a parcel of freehold vacant development land in Bukit Mertajam for a considera
of approximately RM43.8 million. The land measuring approximaté&l§.89 acresis ready for immediate
development. The Group is planning to submit a revised development plan for the development of an industrial
business park.
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ISKANDAR MALAYSIA

Johords Gross Domesti c B7%id20dg InJoBd Htate, gr owt |
the services and manufacturing sectors outperformed other sectors, due to
encouraging investments.

INVESTMENTS DRIVING DEVELOPMENT IM NETS RM244 BILLION IN
CUMULATIVE INVESTMENT
Johor recorded the highest domestic direct investment

(DDI) approved in the manufacturing sector, amounting IM has recorded RM244.46 billion in total cumulative

to RM15.22 billion, while foreign direct investment (FDI) committed investments from 2006 until September 2017.

approved was RM11.20 billion. Johor also recorded the 54% or RM103.55 billion have beenrealised. Local

highest investment in the manufacturing sector in 2016 investors contributed 61% or RM149 billion of the total

(DDI and FDI), totaling RM26.41 billion or 45.15% of total cumulative committed investments while the balance of

investments in Malaysia. RMB95 billion (39%) came from foreign investors. More
than 717,000 jobs have been created in various economic

The Investment trend in Johor for expansion of projects sectors, including logistics, creative, tourism and

also remained healthy. The sources of investments in education, since the inception of IM.

Iskandar Malaysia (IM) comprise a balance mix of foreign

and local investors. Outside Iskandar Malaysia, the bulk Ugrf Hmf mp%g npmvgkgrw rm Qgl e_n

of investments are in the Pengerang Integrated Petroleum benefit from FDI, tourists arrival and industrial activities

Complex. originating from the island nation. More residential

developments targeted at foreign buyers are expected to
emerge in Johor.

Summary of Gross Domestic Proda@)2612

Year 2012 2013 2014 2015

Johor

GDP at Current Prices (RM mil.) 106,709

116,679

GDP at Constant 2010 Prices (RM mil. JjgsZNe]] 87,974 93,665 98,880 104,480
GDP Growth (%) 6.5 4.7 6.5 5.6 5.7
Population (mil.) 3.46 3.47 3.56 3.61 3.65
Average Annual Population
Growth rate (%) 1.4 0.7 2.4 1.4 1.1
Unemployment Rate (%) 3.1 2.8 2.6 3.1 3.6
Source: DOSM, CBRE | WTW Research
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RESIDENTIAL - THE MAIN CONTRIBUTOR

Hmf mp %g mangeideagaseavin transaction volume
by 16% from 47,725in 2015to 40,066 for 2016. In 3Q 2017
the transaction volume was 28,570 units.

The Residential sub-sector continued to be the main
contributor with market share of 65% to 65.4% followed

by the Agriculture sub-sector of 18.9% to 20.7%. The other
sub-sectors are Commercial of 9.4% to 8.4%,
Development Land of 4.2% to 3.7% and Industrial of

2.4% to 1.8%. In 3Q2017, the trend was same as previous
years with the Residential sub-sector at 64%, followed by
the Agriculture sub-sector of 21.9%. The Commercial,
Development Land and Industrial sub -sectors were 7.7%,
4.3% and 2.1% respectively.

COMMERCIAL SECTORS REMAINED ACTIVE

According to NAPIC, the existing stock of purposebuilt
office (PBO) was 96 buildings with the total space of
9,760,638 square feet as of 1H 2017. The supply of PBO
remained on an uptrend with numerous completions in
Iskandar Puteri.
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The supply of retail malls has fluctuated from year to year
between 2011 and 2015. Nevertheless, in recent years,
construction remained active with the introductions of
AEON BandarDato Onn, IKEA Tebrau and Paradigm Mall
Johor Bahru in 2017.

These 3 malls injected to 2,402,812 square feet of floor
areas to the total retail space of 16,644,329 square feet.

MORE NEW ENTRANTS

There werel new hotel which added 200rooms to

existing supply of 8,451 rooms in 2017. Another 1,509
rooms and 800 rooms are targeted for completion by 2018
and 2019 respectively.In 2020, there will be another 318
rooms entering the hotel market. By then, total rooms in
IM will be approximately 11,078rooms.

Jma_j _1I b dmpcgel
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looking at green modern industrial parks with gated and
guarded facilities and sizeable built -to-suit units.
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