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MAJOR ECONOMIC INDICATORS

ECONOMIC OVERVIEW ASIA PACIFIC

GDP Growth
Rate

(Q2 04)

Consumer Price
Index

(Aug-04)

Unemployment
Rate

(Aug-04)

Bank Prime
Lending Rate

(Sep-04)

Exchange Rate
to US$

(as  20 Sep 04)

GREATER CHINA

Beijing 13.00% 0.50% 1.40% 5.49% 8.2765

Shanghai 14.80% 3.20% 4.80% 5.49% 8.2765

Guangzhou 16.40% 2.70% 2.77% 5.49% 8.2765

Hong Kong 12.10% 0.80% 6.80% 5.125% 7.7998

Taiwan 7.67% 2.53% 4.67% 6.265% 33.865

NORTH ASIA

Japan 4.20% -0.20% 4.80% 1.70%# 110.155

South Korea 5.50% 4.79% 3.50% 6.25% 1146.50

SOUTH ASIA

India 7.40% 3.19% N/A 10.50%-11.50% 45.81

SOUTHEAST ASIA

Indonesia 4.32% 6.67% 10.10% 13.50% 9038.50

Philippines 6.20% 6.30% 11.70% 9.609% 56.235

Singapore 7.70% 1.60% 4.50% 5.30% 1.6926

Thailand 6.30% 3.10% 2.60% 5.50%-5.75% 41.29

Vietnam 6.90% 9.90% 5.30% 9.96% 15741.00

PACIFIC

Australia 3.40% 2.50% 5.70% 6.70%* 1.4362

New Zealand 4.40% 2.50% 4.00% 8.27% 1.5196
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GREATER CHINA
PRC-Beijing - In the third quarter of 2004, the Central
Government's macro control measures started to pay off in Beijing
as the capital city registered a slower y-o-y GDP growth rate of

13% in the first nine months of 2004, as compared with the levels
of 13.8% and 13.3% (adjusted for the SARS outbreak in 2003)
recorded in the first quarter and the first half of this year, respectively.

The slower growth was mainly a result of a slowdown in investment
and a reduction in credit extension by commercial banks.  Growth
in fixed-asset investment slowed to 16% in the third quarter, 6.1

percentage points lower than that in June.  At the same time,
investment in property development rose by 20.3%, y-o-y, to be
recorded at US$10.51 billion, with the growth rate 3.9 percentage

points lower than that in the first half-year.  Meanwhile, loans
made by commercial banks in Beijing declined 41% as compared
to the same period last year.  Beijing's CPI in the first eight months

of 2004 grew 0.5%, y-o-y, with hikes in the price of agricultural
products, foodstuffs, electricity and water driving the increase in
the overall price level.

PRC-Shanghai - Following a surging first half-year growth rate,
in which the city's GDP was recorded at 14.8%, Shanghai's economy

remained buoyant in August. In the first eight months of the year,
the city's GDP was recorded at US$55.93 billion, a y-o-y increase
of 14.5% while utilised foreign direct investment was registered at

US$4.88 billion, a y-o-y increase of 14.1%.  Meanwhile, concerns
over the rising rate of unemployment and continuous rise in housing
prices have been soothed to some extent.  As of the end of July, the
number of registered unemployed in the city was reduced by 24,000

as compared with the figure recorded at year-end 2003, while the
monthly growth rate of housing prices was brought within 1.2%,
lower than the average monthly rate of appreciation recorded in

2003.  However, upward inflationary pressure remains an issue
for municipal authorities, with the city's CPI having been recorded
at 3.2% in August.

PRC-Guangzhou - As a result of the tightening measures
implemented by the Central Government aimed at reining in China's

runaway economic growth and cooling the overheating of certain
industrial sectors, the level of investment in Guangzhou slowed in
the third quarter.  Completed fixed asset investment in the first nine

months of the year in the city was recorded at US$9.61 billion,
representing a deceleration of 18.7% in the rate of economic growth
y-o-y and a drop of 7.4 percentage points as compared with the

previous quarter.  Included in the raft of measures targeted at curbing
the magnitude of fixed asset investment in China were a number of
tools aimed specifically at reining in overinvestment in the property

sector.  Over the past few months, as these measures have started to
take hold, the cumulative value of investment in Guangzhou's real
estate sector has continuously contracted since May.  In August, the

value of real estate investment in the city was recorded at US$2.80
billion, representing a y-o-y decline of 2.1%.

Hong Kong - The rate of Hong Kong's broad-based and robust

economic recovery continued to gather pace in the second quarter
of 2004, as the gains made in the first quarter were improved on.
Real GDP grew at an accelerated rate of 12.1% in the second

quarter, driven by record tourist numbers and reinvigorated domestic
consumption, and also further accentuated by the low base of
comparison in 2003.  The record for inbound travellers was set

twice in the third quarter with 1.99 million arrivals registered in July,
and 2.07 million in August, the latter figure breaking the two-million
barrier for the first time.  Directly benefiting from these arrivals,

consumption was buoyant as the value of retail sales displayed
marked growth in August, recording a y-o-y increase of 5.9%.  Hong
Kong's continued recovery was underlined in the third quarter with

the first overall increase in prices witnessed after 68 months of
decline.  The CPI recorded y-o-y increases of 0.9% and 0.8% in July
and August, respectively.  At the same time, unemployment continued

to fall by 0.2 percentage points to 6.8% in August, a 30-month low.
Furthermore, at the end of August, Chinese authorities announced a
two-stage broadening of the Closer Economic Partnership

Arrangement. On 1st January 2005 and 1st January 2006, the
mainland is to apply zero tariffs to an expanded range of products of
Hong Kong origin and is to broaden the liberalisation on those

sectors enjoying preferential treatment under the trade-scheme.

Taiwan - The Taiwanese economy continued to perform strongly

during the third quarter, driven by the revitalised global demand for
electronics and buoyant exports to China.  Total exports grew 20%
y-o-y in August, while shipments to China and Hong Kong grew
22.4% over 2003.  Domestically, the non-government sector fixed

investment growth rate reached 24% during the third quarter, its highest
level since 1993.  Meanwhile, in August, CPI increased 2.5% y-o-y.
However, due to the high price of oil, further expected interest rate

hikes, and the effects of several severe typhoons in July and August,
Taiwan's economy did not perform as strongly as originally expected.
As compared with the second quarter, the rate of unemployment

edged up to 4.6% from 4.2%, while consumption expenditure
decreased from 4.1% to 1.5%.  Meanwhile, the non-government
fixed investment growth rate dropped to 21.9% as compared with

34.9% recorded in the second quarter.  Third quarter GDP was forecast
at 5.3%, but this figure is expected to be revised downwards following
heavy flooding caused by the typhoons of this summer in Taiwan.

However, considering the fairly strong foundation of Taiwan's economy
at present, any downward swing is likely to be only temporary.  As
confidence in the global economy increases, Taiwan's economy is

expected to witness further expansion in the coming quarters.

NORTH ASIA
Japan - The Japanese economy continued its strong recovery in the
second quarter with growth recorded at 4.2%.  Many analysts believe
the y-o-y figure at year-end 2004 will be marginally higher making

the recovery the most robust since the economic pick up of 1996-97.
It would not be unreasonable to anticipate that this recovery will be

ECONOMIC OVERVIEW ASIA PACIFIC
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the strongest of the post bubble era.  The prospect of Japan experiencing

much stronger economic growth has led many market observers to
conclude that the current recovery represents a break with the past
and the beginning of a new era of sustainable growth.  Much of the

recovery in the economy has been driven by business capital
expenditure and net export growth but with relatively limited
improvement in private consumption.  More jobs have been created

and the most recent figures show unemployment at the end of July
at 4.9% down from 5.3% in the same month last year.  The most
recent retail sales figures display moderate growth, which is expected

to boost confidence.  With rising employment levels and an improving
economic climate, it is likely the domestic population will
increasingly gain confidence, bringing about an improvement in

domestic consumption thereby broadening the recovery platform
which would lead to more sustainable growth.  With a combination
of improved domestic consumption and strong exports to China

and the USA the prospects for the Japanese economy look positive.

South Korea - The South Korean economy recorded an accelerated

y-o-y rate of growth in the second quarter of 2004, representing a
slight improvement over its performance in the first quarter.  Growth
was recorded at 5.5% y-o-y in the second quarter following the

increase of 5.3% recorded in the first quarter.  This accelerated
rate of economic expansion is mainly attributed to the country's
growth in exports, particularly to China.  According to a report

published by a prominent US investment bank, virtually all of Korea's
economic growth during the first half of 2004 was driven by exports
to overseas markets.  The fact that Korea's economic expansion is
nearly entirely export-led is due to the reluctance on the part of

domestic consumers to spend.  As a result of the credit card meltdown
in 2003, consumers are now demonstrating a tendency to replenish
their personal savings rather than spending all of their available

disposable income.  Most economists predict that in 2004, given
the ongoing resistance of local consumers to spend whatever cash
they have in hand, South Korea's economic growth will continue to

primarily rely on sustained export growth.  Meanwhile, analysts
note that South Korean household income is growing and people
are currently rebuilding their personal savings.

SOUTH ASIA
India - The Indian economy, Asia's fourth-largest, is predicted by

the Planning Commission of India to grow at a rate of 6%-6.5% in
2004/05.  As a result of the slightly delayed start of the monsoon
rains, farm sector growth is unlikely to exceed 1.5% this year.  This

has led to the downward revision of the GDP growth rate from the
pre-monsoon projections of 7%-8%.  In a move to rein in inflation,
which recently breached the 8% mark to hit a three-and-a-half-year

high, the Reserve Bank of India has increased the cash reserve ratio
to 5%.  However, this will not necessarily be followed in the short-
term by any hike in interest rates, given the fact that the new wave

of overseas investment has only recently started to flow into the
country, and, more importantly, due to concern that such a move
might choke off domestic demand-driven growth.  The present UPA

government has committed itself to pursuing reforms with a "human

face", having made pledges to uphold the interest of farmers under the
reforms agenda.  However, there are also assurances for the facilitation
of an investor-friendly environment, the removal of archaic labour

laws, infrastructure development and the enhancement of capacities
through a combination of public-private investment designed to enable
the economy to realise its full potential.

SOUTHEAST ASIA
Indonesia - The Indonesian economy continued to perform stably

in the third quarter as the country approached the end of its prolonged
election period.  This relatively quiescent period, spanning the run-
up to voting in April and which concluded in early-October saw the

majority of investors adopt a "wait-and-see" attitude as the country
voted in its first democratic elections. The announcement that Susilo
Bamburg Yudhoyono had won the election on 4th October is likely

to have a positive effect in spurring further buoyant growth in the
economy, given his election pledges to remedy Indonesia's inherent
structural problems and make efforts to attract international investors

back to the country.  Second quarter GDP increased 4.3% y-o-y, a
marginal q-o-q slowdown.  However, while economic growth showed
signs of slowing at mid-year, Central Bank's data for August showed

inflation increasing within the month by 6.7%, y-o-y.  The Rupiah
ended its downward spiral against the US dollar in the third quarter,
with a generally stable performance that was only dampened by the

bombing of the Australian Embassy in early September, which acted
to put the currency under short-term downward pressure.  The
unemployment rate reached 10.1% in September as 9.85 million
people found themselves out of work and is expected to head further

northwards as the Central Statistics Agency predicts that the number
of unemployed will reach 10.29 million in 2005.

Philippines - The Philippine economy was characterised by a
continuation of the surging growth momentum it achieved in the first
quarter of 2004, GDP in the second quarter expanded by a healthy

6.2%, outpacing the 4.2% achieved in the same period last year.  The
economy was driven by accelerated growth across all major sectors,
with the services sector showing the greatest increase with 7.3%

growth.  Manufacturing continued to gain strength with an expansion
of 5.6% while agriculture surpassed last year's rise of 1.6% with a
4.3% increase.  The services sector, which contributes the biggest

share of total GDP at 48.2%, remains the economy's major growth
driver, contributing 3.5 percentage points to the overall growth rate.

Business confidence on the economic outlook for the latter half-year
soared, according to the results of the Business Expectations Survey
conducted in August.  Survey results indicated that business optimism

is at record highs as the outlook Diffusion Indices registered at
30.5% and 48.7% for the third and fourth quarters, respectively.  The
business community expressed strong expectations that economic

growth would accelerate during the second half-year due to a
relatively stable political environment, better government support
for business, a generally stable peso-dollar exchange rate, stronger
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domestic demand and positive export market conditions.  The bullish

business expectations over the short-term were supported by the
growth in investments achieved in the first half-year.  Registered
investments with the Board of Investments and the Philippine

Economic Zone Authority from January to June reached US$2.51
billion, a 590% y-o-y increase, largely on aggressive inflows of
investment into the utilities sector, which accounted for a 78%

share of total investments, manufacturing (+102% y-o-y), and
information technology (+16% y-o-y).

Singapore - The Singapore economy is estimated to have grown
by 7.7% y-o-y in the third quarter, based on a survey by the Monetary
Authority of Singapore (MAS) of the views of many private-sector

economists.  For the full year, the official growth prediction has been
revised upwards to 8%-9%.  The MAS survey reflected a median
growth forecast of 8.4%.  In terms of sectoral outlook for 2004, the

MAS survey expected a broad-based improvement in the manufacturing
and services industries.  Manufacturing growth is expected to be
recorded at 14.2%, reflecting the continued strength in global demand

and biomedical exports.  Commerce and financial services are
predicted to expand by 12.9% and 6.8%, respectively, in 2004.  The
labour market is also expected to improve.  The MAS survey expects

the unemployment rate to decline from 4.5% in the second quarter
to 4.3% in the third quarter and to 4% by year-end.  Inflation for the
full year is likely to increase moderately to 1.8%, largely due to

higher fuel costs.

Thailand - Thailand's GDP growth continued to slow in the second
quarter, recording at 6.3%, a marginal drop of 0.2 percentage

points on the previous quarter.  The Thai government has lowered
its full-year GDP forecast to 6%-7% from its initial 7%-8% growth
target as a result of the continuing unrest in the country's southern

provinces and the impact of rising oil prices.  The Bank of Thailand
had previously forecast inflation at 2.5%, but the actual rate rose
to 3.1% y-o-y in August 2004 due to the continuous rise in oil

prices.  Meanwhile, the unemployment rate decreased to 2.6% in
June as compared to the 2.8% recorded three months ago.  Bank
prime lending rates held stable at between 5.50% and 5.75%, but

are expected to increase over the next six months, after some
commercial banks increased their deposit rates in the third quarter.

Vietnam - The Vietnamese economy experienced accelerated
growth of 7.2% in the third quarter of 2004 compared with 6.9%
recorded in the second quarter.  The CPI showed an average

increase of over 1% per month for the first eight months of the year
as inflation surged towards highs not seen in just under a decade.
As at the end of August, CPI was recorded at 9.9%, 1.7 times

higher than the target set for the whole year, while preliminary
figures for September show a 10.1% y-o-y rise, the fastest monthly
pace witnessed in nine years.  To tackle this overly rapid rise in

prices, the Vietnamese Government is currently attempting to slow
down growth in money supply by increasing the reserve requirement
ratio of banks and restricting large cash injections from the central

ECONOMIC OVERVIEW ASIA PACIFIC

government into the economy.  With the imposition of such

restrictions on liquidity, the authorities intend to reduce the risk of
further sharp rises in the CPI.

As at the end of the third quarter, 342 foreign-invested projects
collectively increased their investment capital by almost US$1.30
billion, representing about 44% of total FDI to date in Vietnam.  In

2004 year-to-date, Vietnam has attracted total FDI of US$2.97
billion, of which US$1.67 billion was accounted for by 518 new
foreign-invested projects.  The total new FDI committed in the first

eight months of 2004 equalled the amount recorded for the whole
of 2003.  The foreign-invested enterprise sector increased both its
revenue and export value by 34% y-o-y, to US$11 billion and

US$5.58 billion, respectively.  The export value of the foreign-
invested sector now accounts for one third of the total value of
national exports.

PACIFIC
Australia - Australia's economy is in very good shape and on track

to grow 3.7% in 2004.  However, the combined effects of rising
interest rates, a cooling housing sector and a slowing in synchronised
global growth should be enough to cause domestic growth to fall to

a still-respectable 3.3% in 2005.  Inflation has increased slightly this
year and is now at 2.5% to the end of the June quarter; a tight labour
market and rising oil prices have been the major cause.  We expect

upward pressure to remain on inflation until the full effect of the
increasing interest rates are felt in 2005.  The unemployment rate
remains at an historically low 5.7%, having fallen 300 basis points
in the 12 months to August 2004.  Unemployment may rise a little

next year, as blue-collar employment falls after the housing cycle
finally unwinds.  Balanced against this to some extent is an improved
outlook for white-collar employment, which bodes well for the current

momentum in office space leasing.

New Zealand - The New Zealand economy has held up better in

2004 than earlier predicted.  However, economic drivers are
weakening and forecasts indicate slower economic growth in 2005.
This is expected to reflect the slowing down of the domestic sector

of the economy due to factors such as weakening immigration and
population growth and their impact on retail spending.  As far as
the property markets are concerned, over the short term, the impact

of the economic slowdown on the occupier market will be cushioned
by high capacity utilisation, which is benefiting business investment.
This will likely result in stronger occupier demand conditions than

the bare economic fundamentals suggest.

Inflationary pressures are continuing to build and, at 2.4% and

increasing, the CPI is heading towards the top of the Reserve Bank
of New Zealand's desired inflation band of 1% to 3%.  In response,
the bank is tightening monetary conditions, raising the Official

Cash Rate by 125 basis points during the past nine months.  Most
forecasters are predicting that interest rates will be increased by a
further 25-50 basis points during the next six months.



6

MARKET HIGHLIGHTS ASIA PACIFIC

(1) Gross rent excluding service charges / management fees
(2) Gross rent including property taxes but excluding service charge / management fees
(3) Net rent excluding service charges / management fees and property taxes
(4) Net rent including service charges / management fees and property taxes
(5) Net rent including service charges / management fees but excluding VAT.
(6) Semi-gross rent excluding service charges / management fees and property taxes

* Correction:  Prime office rent in Gurgaon in Q1 2004 should be Rs 33 psf per month.

City  Market Rent Total Occupancy Cost (Net Inclusive)
As at Q3 2004

local currency/measure
As at Q3 2004

US$ psf

SUMMARY OF GRADE A OFFICE RENTS AND OCCUPANCY COSTS

% change over
previous quarter

As at Q3 2004
local currency/measure

As at Q3 2004
US$ psf

% change over
previous quarter

GREATER CHINA

Beijing
Jianguomen US$23.05 psm(1) 2.14 3.1% US$36.56 psm 3.40 2.3%
Zhongguancun US$17.16 psm(1) 1.59 0.6% US$28.38 psm 2.64 0.1%

Finance Street US$21.15 psm(1) 1.96 0.6% US$33.91 psm 3.15 0.1%

Shanghai
Pudong US$19.43 psm(1) 1.81 - US$33.53 psm 3.12 -
Puxi US$18.22 psm(1) 1.69 2.9% US$30.80 psm 2.86 2.5%

Guangzhou US$10.60 psm(1) 0.98 8.0% US$19.38 psm 1.80 6.2%
Hong Kong   HK$20.20 psf (3) 2.59 8.9% HK$27.70 psf 3.55 6.5%
Taipei NT$2,193 pping (2) 1.82 -0.1% NT$2,443 pping 2.03 -0.1%

NORTH ASIA

Tokyo Yen 31,000 ptsubo (3) 7.91 1.6% Yen 38,000 ptsubo 9.69 1.3%

Seoul

CBD Won 82,635 ppyung (1) 2.03 0.5% Won 186,504 ppyung 4.57 -0.1%
Gangnam Won 63,188 ppyung (1) 1.55 0.5% Won 148,006 ppyung 3.59 -0.2%
Yeouido Won 51,862 ppyung (1) 1.27 1.3% Won 123,549 ppyung 3.03 0.4%

SOUTH ASIA

New Delhi
Connaught Place Rs 90 psf(1) 1.97 - Rs 154.40 psf 3.37 -
Gurgao* Rs 33 psf(1) 0.72 - Rs 68.43 psf 1.49 -

Mumbai

Nariman Point Rs 100 psf(1) 2.18 -4.8% Rs 191 psf 4.16 -4.7%

Bandra Kurla Rs 88 psf(1) 1.92 3.5% Rs 161 psf 3.52 -6.9%
Complex

Bangalore Rs 46 psf(1) 1.00 2.2% Rs 89 psf 2.58 1.7%

SOUTHEAST ASIA
Jakarta US$ 6.84 psm(6) 0.64 -2.0% US$ 14.56 psm 1.35 0.9%
Manila Peso 402 psm(3) 0.66 0.2% Peso 537 psm 0.89 0.2%

Singapore S$4.20 psf(4) 2.48 3.7% S$4.20 psf 2.48 3.7%
Bangkok Baht 505 psm(4) 1.14 4.3% Baht 505 psm 1.14 4.3%
Ho Chi Minh City US$26.38 psm(5) 2.45 -1.9% US$26.38 psm 2.45 -1.9%

PACIFIC

Sydney A$563 psm / annum (1) 3.03 -0.4% A$712 psm / annum 3.84 0.1%
Melbourne A$346 psm / annum (1) 1.87 0.9% A$460 psm / annum 2.48 1.1%
Brisbane A$295 psm / annum (1) 1.59 - A$393 psm / annum 2.12 -

Perth A$275 psm / annum (1) 1.48 - A$385 psm / annum 2.08 -
Auckland NZ$265 psm / annum (1) 1.35 2.7% NZ$361 psm / annum 1.84 2.0%
Wellington NZ$224 psm / annum (1) 1.14 4.7% NZ$329 psm / annum 1.68 3.1%
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GREATER CHINA
Beijing - Continuing the strong performance witnessed since the
start of 2004, demand for prime office facilities in Beijing continued to
demonstrate signs of growth in the third quarter.  Within the period

under review, the eastern central city area was again the centre of
activity, the Dongchong and Chaoyang districts again experiencing the
most sizeable increase in demand for office space.  No new projects

came on stream within the eastern central areas thereby exacerbating
the supply-demand imbalance and exerting upward pressure on rental
levels.  Meanwhile in Zhongguancun,  four new Grade A office

buildings came on stream within the quarter, satisfying some pent-up
demand in this popular area.  A number of prime properties have
recently been completed in Zhongguancun, resulting in an

improvement in the average quality of space available to occupiers in
the area.  At the same time, the relatively moderate rental levels of
office properties currently on offer have stimulated growth in demand,

which, in turn, has resulted in a rising level of leasing activity in the area.
A number of Chinese-backed high-tech companies, which had earlier
opted to relocate out of Zhongguancun to other areas in the city,

have returned to the area which remains a highly popular location
for sino-foreign IT R&D joint ventures.

Shanghai - In the third quarter, the Shanghai office market  ontinued
to follow a stable upward trajectory with the Puxi sub-market
recording the highest level of activity in both the sales and leasing

market.  In the leasing market, while the average rental level in the
Pudong sub-market remained unchanged within the quarter, several
prime office properties in Puxi broke through the psychological
barrier of US$30 psm per month, signaling that the Puxi sub-market

is growing to attain a new level of maturity.  This continued buoyancy
in the prime office leasing market resulted in a 3.9% rise in average
prime office rentals citywide within the quarter, lifting the level of

overall Shanghai office rental to US$18.50 psm (US$1.72 psf) per
month.  In the strata-title sales market, capital values in Pudong
remained unchanged as no new properties came on stream during

the quarter.  In Puxi, by contrast, average capital values displayed a
marginal increase as one new strata-title property was completed,
causing average capital values to rise by 0.2%, q-o-q.  As a result

of a sharp spike in demand, however, those newly completed office
properties, providing over 2.37 million sf, were quickly absorbed
by the market, with office take-up jumping to 2.64 million sf within

the quarter and vacancy declining by 0.8 percentage points within
the same time frame.

Guangzhou - The continued stable growth of the Guangzhou
economy, combined with the decrease in prime office properties
on offer for sale or lease in the year-to-date resulted in a marked

tightening of Grade A office supply within the third quarter.  This
shortage is expected to be short-lived, however, as there are a
number of office properties slated for completion in the run-up to

the year-end, the majority of which are of Grade B quality.  As these
Grade B offices are well-positioned to compete with the city's existing
Grade A properties with respect to asking rents, fierce competition in

the broader leasing market is expected to persist in the remaining months

of the present year and into early 2005.  The increased competition
sparked by these new completions, the majority of which are located in
the Tianhe and Dongshan districts, are expected to place the Guangzhou

office market under downward pressure over the short-term.

Hong Kong - The Hong Kong office leasing market was active in

the third quarter, despite the fact that the period encompassed the
traditionally quiet summer months.  As tenants have now started to
occupy the space they pre-leased last year, actual vacancies have

witnessed compression, particularly in Central.  As a result of buoyant
economic conditions, most landlords of strongly positioned properties
in this district have revised rental levels upwards substantially or

reduced the number of rent-free months on offer to tenants.  During
the quarter, average Grade A office rents increased by 8.9%.  Given
that Two IFC is now nearly fully committed and that office supply in

the near future is expected to remain tight, companies have generally
sped up their expansion and relocation plans over the past few
months, despite the rise in rents witnessed since the beginning of

the year.  It is of note that a number of tenants have undertaken
smaller expansion programs by snapping-up available space which
has been vacated in the buildings they currently occupy.  At the same

time, some companies have secured space for future expansion with
the relocation of their back-office operations to decentralised areas.

Taipei - With take-up decreasing by nearly 70% as compared with
the second quarter, demand for prime office space trended downwards
as the market entered into a period of relative inactivity in the third
quarter.  The decline in activity during this period can be attributed to

two factors.  Firstly, the third quarter is traditionally a quiet period
with regard to real estate transactions in Taiwan, and this year this
was further compounded by the "wait-and-see" attitude which many

market players adopted in expectation of a vast volume of prime
office space that will be released onto the market along with the
completion of Taipei 101.  Despite the dip in performance witnessed

in the third quarter, Taipei's prime office market has performed well
overall recently, and there is clear evidence that market sentiment
has, in fact, entered into an upward phase.  Until the third quarter, net

take-up (nearly 326,500 sf) in 2004 was almost equal to take-up
during the whole of 2003 (358,000 sf), while leasing activity also
displayed considerable buoyancy.  Almost all prime office buildings

recorded tenant movement within the quarter.  Among them, Cathay
Financial Centre in Hsin Yi-Keelung CBD and Cathay Tun Nan Finance
Centre in Tun Hwa S.-Jen Ai CBD both reached zero vacancy.  At the

same time, aside from a small amount of space reserved for the
landlord itself, the Fu Bong Finance Building in Tun Hwa S.-Jen Ai
CBD also recorded zero vacancy in the period under review.  The

supply of Grade A office space available for leasing became very
tight in the third quarter.  Analysing office properties which are
scheduled to be completed in the near future, we presently see no

new prime office supply coming on stream in the period immediately
after the completion of Taipei 101 and Uni-President Building.  The
impending supply squeeze is the result of a perception earlier held

MARKET HIGHTLIGHTS ASIA PACIFIC
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by developers of emerging conditions of considerable oversupply
in the prime office market.  This has resulted in tightness in supply
and lack of diversity of prime office space on offer, factors that have

acted to further compound the already inactive market conditions
which prevailed in the third quarter.

North ASIA
Tokyo - The recovery of the Tokyo office market seems to have
slowed during the third quarter, which is attributed to the generally

slow summer months, and the emergence of some concerns over
the sustainability of the continued upturn of the Japanese economy.
The Class A vacancy rate stabilised in the third quarter at 3.8%, as

levels of take-up matched levels of new supply.  Many of the
speculative new office completions in core locations continue to
enjoy strong pre-leasing take-up.  As competition for large pockets

of vacancy intensifies, there has been a reduction in rent-free periods
offered to tenants, pushing leasing levels up by 1.6%, q-o-q.  Landlords
of leading Grade A portfolios, experiencing low levels of vacancy

continue to attempt to increase rents, although to-date this has not
been supported by a significant volume of transactions.  The significant
level of new supply (two million sf) in the Tokyo central office market

during the third quarter is likely to stymie any major increases in
rents for the remainder of 2004.  We believe that the focus of
leasing activity will start to switch to well located but relatively less

well specified existing stock, which former tenants have upgraded
their facilities to new Grade A buildings.

Seoul - The slowdown in the Chinese economy and sluggish
consumer demand has had a negative impact on business sentiment
in South Korea.  In the third quarter, Gangnam Grade A office

demand registered a net absorption of zero as most leasing activities
were derived from corporate relocation as opposed to expansionary
demand.  The key leasing transaction in Gangnam during the quarter

saw Doosan Heavy Industry relocate from Prudential Building and
take around 149,500 sf in Kyobo Gangnam Tower.  We anticipate
expansionary activities to remain subdued in the fourth quarter of

2004.  However, we expect leasing activity to regain momentum in
the first half of 2005, in line with the revived economic upswing.

SOUTH ASIA
New Delhi - The New Delhi office market in the first nine months of
2004 witnessed continued demand in the suburban micro-markets of

Gurgaon and Noida.  Both these areas have experienced steady take-
up of Grade A space, primarily driven by the ITES and BPO sectors.
Because these micro-markets now contain a considerable availability

of investment grade supply has led buyers to focus increasingly on
these markets.  Strong corporate leasing in these locations combined
with absence of local property tax have effectively worked to raise

the net yield accruing buyers.  While there is no scope for new
supply within the CBD, secondary micro-markets continue to attract
developers' interest with regard to undertaking the development of

custom-built facilities for the ITES/BPO segment.  With significant
construction activity in the anvil, Gurgaon is expected to witness a

high level of leasing activity in the near future, particularly in projects
involving large format space occupiers.

Mumbai - The most significant event of the third quarter was the
granting to the National Textile Mills Corporation (NTC) of the
necessary regulatory clearances to divest the first block of seven mills

from 17 that it wishes to ultimately dispose of from its central city
portfolio of industrial property.   NTC plans to retain eight mills as
production units.  With the clearance for the bidding process granted

by state regulatory bodies expected to get underway in the fourth
quarter, the sale is expected to provide over three million sf of prime-
located built-up space to the market.  Industry players are keeping a

close watch on the situation, and a number of bids have already
been tendered, as a great number of builders, developers and
consultants are keen to become involved in the re-development of the

sites occupied by the mills.  This quarter has seen substantial office
investment activity occurring in Mumbai's suburban areas.  Major
transactions were completed in suburban locations like Andheri,

Malad and Powai, with IT/ITES companies expanding and taking up
large spaces in these micro-markets.  In contrast, the CBD witnessed
only a few small ticket transactions.  Kalina and Santa Cruz have

emerged as alternative destinations to the Bandra Kurla Complex
(BKC).  Companies like Kodak, TATA Avaya and DHL have taken up
space in these locations.  This trend is expected to continue over

the next two quarters at least, as no new supply is expected to
come on stream in the BKC until for the time being.

Bangalore - The Bangalore office market experienced considerable
buoyancy within the third quarter.  Despite fairly limited supply in the
CBD, both the CBD as well as secondary markets witnessed a steady

take-up of space.  However, in the SBD and suburbs, lease of space
at the pre-construction stage and build-to-suit facilities has increasingly
begun to dominate demand.  IT/ITES companies are the sole demand

drivers in this sub-segment.  The more notable transactions that took
place in these markets in the quarter included Network Appliance
Systems occupying 200,000 sf, Covensys taking up 300,000 sf,

Cisco with 120,000 sf, Logica CMG occupying 120,000 sf and i2
Technologies committing to 150,000 sf.  Each of these transactions
is attributed to the expansion programmes pursued by these corporates

spurred by their need for consolidation within campus-style facilities.
Peripheral areas such the Outer Ring Road and Whitefield have also
attracted considerable IT and ITES demand.  Whitefield especially

has witnessed substantial construction activity and much of this
space is expected to be ready by the first quarter of next year.

SOUTHEAST ASIA
Jakarta - As a result of the protracted business of first holding a
presidential election, and then holding a run-off election, the leading

candidates, the business community in Jakarta maintained their
earlier "wait-and-see" attitude throughout the process, and delayed
concluding any property transaction until the winner of the

presidential election was announced in early October.  However, as
in the last quarter, some business players remained optimistic with

MARKET HIGHLIGHTS ASIA PACIFIC
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regards to the future prospects of the Jakarta property market,
confident that conditions will improve over the medium-term.

The only new supply of office facilities to come on stream in the third
quarter resulted from the completion of Gedung Bank Ekonomi
(106,700 sf).  Financial services companies were amongst the most

active in the office market in the third quarter and were largely
responsible for the reduction in vacancy witnessed within the period.
Office vacancy in the third quarter decreased by four percentage

points, falling from 19.6% in the second quarter to 15.6%.  This
significant improvement in the vacancy level was also attributed to
the reduction in asking rents as landlords vied against each other for

tenants.  Average prime office rents declined by 2%, q-o-q, to be
recorded at US$6.84 psm (US$0.64 psf) per month.

Manila - Prime office take-up within the CBD slowed in the third
quarter with net take-up estimated at just 151,400 sf, this sluggish
performance being largely attributable to the limited available space

for potential occupiers.  Similarly, overall demand across other grades
was also relatively modest.  However, despite these relatively inactive
conditions, an improvement in rental and vacancy levels was still

witnessed within the quarter, particularly among Grade B properties.

No new supply is slated to come on stream until early to mid-2005

with the completion of the170,100-sf People Support Centre.  Leasing
activity in the Makati CBD prime office market was comparatively
slow as the limited remaining space was committed much faster than

anticipated.  Increase in demand for prime office facilities within the
quarter derived primarily from additional take-up or expansion on
the part of BPOs and call centres as well as the relocation/upgrading

activities of MNC occupiers.  With no new supply and slower take-up,
average prime rents were almost flat at PhP 402 psm (US$0.66 psf)
per month, edging up 0.2%, q-o-q.  Leasing dominated the market in

the third quarter as the acquisition of property for investment and
self-use purposes remained limited leading to the compression of
asking prices as compared to 2003.  Overall demand for office space

in Makati CBD is expected to be sustained owing to a robust outlook
for global outsourcing, which is expected to continue to experience
strong growth over the foreseeable future.  Taking these factors into

account, rental levels are expected to recover over the longer-term.

Singapore - In the third quarter of 2004, leasing interest in prime

office space remained healthy.  The level of leasing enquiries was
similarly high as compared to the previous quarter, a clear reflection
on the continued economic recovery which has been underway since

the beginning of the year.  Demand for prime office space is being
mainly driven by companies in the finance and IT sectors which have
obtained capital expenditure budgets to upgrade to better quality

buildings. The flight-to-quality factor has resulted in prime Grade A
office facilities outperforming the rest of the market.  For the first three
quarters of the present year, occupancy of Grade A office space was

boosted by an additional take-up of about 282,000 sf.  Average
Grade  A vacancy declined further to 7.1% by end-September, down

from 11.8% at the beginning of the year and 7.9% in the previous
quarter.  Prime office rents have also registered an increase in the
period under review.  As of end-September, average prime office

rent was S$4.20 psf (US$2.44 psf) per month, 3.7% more than
that in the previous quarter and 5% higher than a year ago.

Bangkok - In the third quarter, no new Grade A office development
was completed in the Bangkok CBD.  Net take-up was recorded at
276,000 sf, representing an increase of 193%, y-o-y.  Net take-up rose

dramatically as compared y-o-y due to the overall pick-up of the office
market witnessed throughout 2004.  Five Grade A office properties
are currently under construction, including Krungthai Bank's new

headquarters, Central World Tower, Pornpat Tower, Q House Lumpini
Park and The Column.  They are expected to be completed between
year-end 2004 and 2006.  These buildings will add about 1.05 million

sf of Grade A office space to the Bangkok CBD in the last quarter of
this year and a further 1.37 million sf between 2005 and early 2006.

The average achieved rent for Grade A office space in the CBD
increased by 4.3% q-o-q to Baht 505 psm (US$1.14 psf) per month
as a result of the continued lack of Grade A supply.  We expect that

prime rents will continue to increase over next year as a result of
further increases in office demand from the finance, insurance and
telecommunication sectors, as well as companies engaged in IT-related

industry, against a backdrop of continued tightening of supply.

Ho Chi Minh City - The Grade A office market in Ho Chi Minh

City remained stable in the third quarter.  Asking rents were
unchanged but the average actual rent dropped slightly to US$26.38
psm (US$2.45 psf) per month, a decline of 2%, q-o-q.  This fall in

actual rents can be attributed to some landlords who continued to
accept lower rents in an attempt to reverse a trend that has seen
Grade A office tenants relocate for reasons related both to expansion

requirements as well as cost reduction.  Not only did these moves help
to retain tenants, but this phenomenon also resulted in an increase in
competitiveness that saw new tenants drawn to leasing these premises

as a result of their relatively lower rents.  Few major leasing transactions
were concluded by MNCs within the quarter, resulting in a decline
in the average vacancy rate, which fell by 3.6 percentage points.

Over the next quarter, it is expected that leasing activities will
continue to be dominated by the expansion and relocation of
existing MNC tenants already operating in Ho Chi Minh City.

No new Grade A office supply came on stream during the third
quarter.  Building work on the Gemadept Building, the only Grade A

office project under construction in Ho Chi Minh City, was suspended
in the third quarter as the developer encountered financial difficulties.
There is currently no information on when construction of the project

will recommence and consequently no new Grade A supply is expected
to come on stream over the next one or two years.  Under these
conditions, it is expected that the supply-demand imbalance in prime

office facilities will continue to rise and hence the outlook for the
Grade A office market remains positive for the next few years.
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PACIFIC
Sydney - The highlight of the third quarter  has to be the increasing

commitment to large area leasing.  This is an encouraging trend and
one which has been eagerly anticipated by the market.  We see the
nature of the leasing recovery very much reliant on the expansion of

companies which depend on the domestic economy for growth,
rather than global operators, who still, unfortunately, show little sign
of expansion.  High company profits, large incentives from owners,

quality space and a high market lease expiry profile should be enough
to see leasing activity continue to build momentum through 2005.
But this leasing recovery has come a little late as new office building

completions over the next two years will continue to bring with them
vacant space, either in those new buildings or cause an increase in
"back-fill" vacancy in existing stock.  This means total vacancy is

likely to stay relatively high for the next 18 months to two years;
certainly too high to drive significant market rent growth.  Despite
these challenges, investors remain keen to increase exposure to

the Sydney CBD, in the hope of future improvements in value.

Melbourne - The Melbourne CBD recovered strongly in the six

months to July 2004. Net absorption for the Docklands and CBD
for the period is estimated at 776,400 sf, the strongest six-monthly
figure recorded.  Total vacancy is approximately 10.2%, a slight

increase from the January figure of 9.7%.  Prime vacancy decreased
significantly from 11% in January to 8.9% as at July, despite a
number of new projects being completed.  Leasing conditions

remain strong as tenants continue to be attracted to the CBD from
suburban locations as a result of the high leasing incentives on
offer.  Ongoing white-collar employment growth and strong

business confidence should help the office vacancy rate remain
stable despite a further 2.37 million sf still under construction.
With limited stock available for purchase throughout the year, the

major sale for the quarter was the sale of 665 Bourke Street -
Defence Plaza, which sold for US$45.26 million in August.  It was
sold by a private investor and purchased by the Ronin Property

Group for a yield of 8.65%.  Despite higher than preferred vacancy,
yields will continue to firm as the weight of funds chasing property
continues to grow and opportunities purchasing are limited.

Brisbane - The Brisbane CBD is in the midst of its most significant
supply cycle since 1990, with over 430,600 sf of new space added

this year.  A further 914,900 sf of new space is to be added in 2005
and 2006, followed by up to 538,200 sf of refurbished space in
2007.  Tenant demand remains strong, with net absorption during

2004 expected to tally in excess of 430,600 sf.  Upward pressure
on rents is being felt, especially as the completion of one of the
major new offices, Raparian Plaza, is running behind schedule, forcing

some pre-committed or mooted tenants to renew existing tenancies.
The resulting "ripple effect" has led to a number of other significant
renewals, creating very tight leasing conditions at the quality end of

the market.  Secondary rental growth, on the other hand, remains
generally subdued.  A recent batch of major investment sales
highlights institutional investors as being keen to weigh into the

market.  CBD office sales for 2003-04 totalled a record US$791
million, with five US$70 million plus assets changing hands.  Prime

yields are in the 7% to 8% range.

Perth - The Perth CBD office market has continued to recover in the

third quarter.  Strong demand has resulted in positive net absorption
for the period and follows the 492,100 sf achieved in the first six
months of 2004; the strongest six-monthly figure since 1998.  While

total vacancy was 13.9% in July, we forecast this figure is likely to be
in the order of 13% to 13.25% by January 2005.  Some 672,600
sf of new or refurbished stock was added to the market in the first half

of 2004 with a further 174,400 sf to be added by January 2005.
Prime vacancy increased from 10.6% in January to 12.5% as at July,
partly due to the addition of the new 502,000-sf Woodside Plaza

office building.  Of the major prime buildings, Bankwest Tower,
Woodside Plaza and Central Park have double-digit vacancy whilst
Exchange Plaza and QV.1 have vacancy in the order of 5%.  The

higher total vacancy has and will continue to increase the level of
competition among building owners for tenants and result in a continued
flow of tenants from secondary accommodation to prime space.

Auckland - The Auckland office market is experiencing increasing
face rents and stable incentive levels compared to the last few years

when the emphasis has been on stable face rents with reducing
tenant incentives.  The low level of incentives that are now the market
norm has driven this change.  Incentives have now reduced to the

equivalent of about four months rent-free for the average lease term
of six to nine years, which is resulting in landlords being able to
negotiate higher face rental levels.  Landlords' negotiating position

is also helped by positive demand.  Demand is being driven by high
capacity utilisation leading to the expansion of existing occupiers.
This year, there have been numerous cases of occupiers expanding

their office premises either by taking extra space in addition to their
current occupancy in the same building, expanding into other buildings
or moving out from their existing premises into larger premises.

Wellington - In the Wellington office market, rental trends are
positive with gross rents rising and outgoings remaining largely

stable during the first half of the year.  At the top end of the market,
new benchmarks are likely to be established in the near future as
some of the currently vacant space is leased up.  While inducements

remain a feature of the market for larger deals, their levels are
reducing.  Following a period of uncertainty, some of the future
supply issues have become clearer.  The Ministry of Defence have

finally committed to a new building in Freyberg Place following the
earlier announcement of new buildings for the Ministry of the
Environment and Statistics NZ.  Commitment from a number of other

large tenants to new or refurbished space is expected over the next
few months.  To cater for this emerging demand, refurbishment has
recently commenced on Wool House in addition to the

refurbishments of the Odlins and Treasury buildings, which are
already underway.  The ex-P&O Building is also being demolished
to make way for a new, 18 level building of some 107,600 sf.
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New Supply
(sf)

Change over
previous quarter

SUMMARY OF PRIME OFFICE NEW SUPPLY, OCCUPANCY AND VACANCY FACTOR

Net Absorption
(sf)

(1) The figures refer to the three major office districts in Seoul, including CBD in Chung Gu, Gangnam and Yeouido.
(2) The figures refer to Connaught Place CBD area only.
(3) The figures refer to Nariman Point CBD area only.
(4) Net absorption, vacancy rate and change in vacancy for markets in the Pacific region are as of Q2 2004, referring to change over the period of the first half of 2004.
(5) Note data for Australia and New Zealand may be revised historically from time to time.  This is because the timing for submission of data to this publication is typically
     before the release or compilation of official data.  Early estimates published may be replaced with official actuals in a later edition.

GREATER CHINA

Beijing 2,875,700 2,283,900 17.0% 0.2

Shanghai 2,392,800 2,639,800 8.8% -0.8

Guangzhou 888,000 627,500 12.5% 0.6

Hong Kong 474,000 277,700 11.3% 0.4

Taipei 0 51,700 8.6% -0.6

NORTH ASIA

Tokyo 2,033,100 2,152,800 3.8% -0.7

Seoul (1) 698,100 211,400 4.4% 0.7

SOUTH ASIA0

New Delhi (2) 0 40,000 21.0% -2.0

Mumbai (3) 0 16,000 24.2% -1.0

Bangalore 387,100 458,500 6.5% -2.4

SOUTHEAST ASIA

Jakarta 106,700 1,407,400 15.6% -4.1

Manila 0 151,400 10.2% -2.1

Singapore 0 49,900 7.1% -0.8

Bangkok 0 275,500 10.8% -2.0

Ho Chi Minh City 0 31,300 6.4% -3.6

PACIFIC (4), (5)

Sydney 0 210,200 10.2% 0.0

Melbourne 0 687,900 8.9% -2.1

Brisbane 0 226,300 6.9% 2.3

Perth 0 492,100 12.4% 1.6

Auckland 0 46,300 6.9% -1.2

Wellington 0 -4,300 4.4% 0.3

Vacancy Rate

(Q3 04) (1H 04) (1H 04)

(Q3 04) (1H 04) (1H 04)

(Q3 04) (1H 04) (1H 04)

(1H 04)

(1H 04)

(Q3 04)

(Q3 04)

(Q3 04)

(1H 04)

(1H 04)

(1H 04)

(1H 04)
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PEOPLE’s REPUBLIC OF CHINA BEIJING

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Four high quality office properties were completed during the
quarter, namely China Electronics Building, Splendid Times,
Raycom Infotech Park Tower C and Vision International Centre in
Zhongguancun, providing a total of 2.88 million sf.

No prime office buildings came on stream in the CBD but many
blocks are presently under construction. It is expected that
completions of these buildings will begin to contribute to supply by
mid-2005.

Despite robust demand for office space, the surge in supply
provided by four office properties in Zhongguancun pushed the
overall average vacancy rate up.  However, given the city's robust
underlying conditions of office demand, this phenomenon is not
expected to persist for long.

Within the third quarter, demand for office space in Zhongguancun
from state-owned high-tech companies and sino-foreign IT R&D
joint ventures remained strong, with many companies having
expansionary requirements.

Demand from government backed financial companies for office
space in Finance Street, the new emerging financial district in
Beijing's west central city area, similarly remained buoyant in
the third quarter.

The completion of four new prime office properties in Zhongguancun
had little dampening effect on the resurgence of prime office rentals,
which continued to rise on the back of strong MNC and domestic
demand against the backdrop of lack of new supply in the business
districts of the eastern central city.

Buoyed by this strong demand, the leasing market was not negatively
impacted by the release of massive new supply in Zhongguancun.
A second consecutive quarterly rise in average prime office rents
was recorded at US$18.60 psm (US$1.73 psf) per month, up 0.6%
on the second quarter.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
Over the next half-year it is anticipated that seven office
properties will come on stream in Beijing, providing a total of
6.57 million sf to the market.  Finance Street is the focus of this
upcoming surge in supply, with five of the seven new blocks
located in the financial district, providing 5.06 million sf, or
just under 80%, of the total 6.57 million sf slated for the market.
Despite this sharp short-term spike in supply we predict that
vacancy rates in the city will continue to decline due to the
presence of considerable frustrated demand for quality office
facilities in the city and an expected further increase in demand
from government-linked companies.  Of the remaining two
blocks scheduled to come on stream within the next six months,
one office building is located in Zhongguancun and the other
in Chaoyangmen.  With no new supply slated to come on
stream in the core CBD, we anticipate that demand will continue
to outstrip supply, which will act to place Grade A office rents in
the CBD under upward pressure and to keep on rising over the
short-term.

MARKET OUTLOOK
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Two prime office properties came on stream in the third quarter,
namely The Centre in Xuhui District and Huamin Empire Plaza
in Changning District, collectively providing 2.39 million sf of
space.

The Centre, developed by the Hong Kong-based developer,
Hutchison Whampoa, has firmly established itself as a prime
Grade A office in the Shanghai office leasing market.  Meanwhile,
units in the twin-towers of Huamin Empire Plaza, are being
offered both in the leasing and strata-title sales markets.

Yet another three Grade A properties are expected to be
completed within the next six months, providing an additional
two million sf of space.

During the third quarter, the Puxi office market segment continued
to display a higher level of activity than Pudong, with most leasing
activity focused on newly completed properties.  Examples include
118,400 sf and 23,700 sf leased by WPP Group and Estee Launder
in The Centre, respectively, and commitment by Carrefour to
approximately 37,100 sf of floor area in Ascendas Plaza.

Though relatively quiet as compared with Puxi, Jin Mao Tower
remained an active focus of prime office demand in the Pudong
sub-market, with IBM and Cathay Life leasing 29,200 sf and 29,100
sf in the tower, respectively.

Stimulated by keen demand for quality office space, take-up almost
doubled in the third quarter, while the vacancy rate dropped by a
further 0.8 percentage points within the same time frame.

Average rents in Pudong remained unchanged at US$19.43
psm (US$1.91 psf) per month, while average rents in Puxi rose
2.9% to US$18.22 psm (US$1.69 psf) within the third quarter.

As a signal of the growing maturity of the Puxi office sub-market,
several Grade A offices broke through the psychological barrier
of US$30 psm (US$2.79 psf). This resulted in a 3.9% rise in
average citywide Grade A office rentals within the quarter to be
recorded at US$23.78 psm (US$2.21 psf).

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
Yet another group of three new office properties are slated to come
on stream in Shanghai over the next six months, providing a total
office GFA of approximately two million sf.  Since all of these
properties fall into the Grade A office category, it is expected that
average rental will continue to follow an upward trajectory over
the short-term.  Furthermore, with the upcoming completion of
several Grade A offices in Pudong early next year, including the
Azia Centre and Citigroup Tower, the present imbalance in market
activity between Puxi and Pudong will be eased to some extent.

Meanwhile, in a clear indication of the level of positive sentiment
present in the market, the three new offices slated for completion
over the next six months have already achieved satisfactory pre-
commitment rates and as a result Shanghai's average office
vacancy rate will continue to demonstrate a downward trend in
short- to medium-term.
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PEOPLE’s REPUBLIC OF CHINA GUANGZHOU

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Two Grade B office properties were completed and came on
stream in the third quarter, namely Dongbao Mansion and
Holdround Plaza, collectively providing 888,000 sf of space to
the Guangzhou prime office market.

As a result of these new completions, total prime office stock
increased to 24.91 million sf.

Over 4.31 million sf of new supply is slated to come on stream in
the Guangzhou prime office market over the next six months.
This new stock comprises three Grade A properties and four
Grade B properties.

Stimulated by a new range of opportunities provided by the
Closer Economic Partnership Arrangement (CEPA), the corporate
formation of small to mid-sized corporates in Guangzhou rose,
resulting in an increase in demand for office space, and especially
for Grade B properties with smaller floor plate and more moderate
rents.

The Guangzhou office leasing market was active within the
third quarter with take-up recorded at 627,500 sf, an increase of
466% y-o-y.

There was a spike of new supply caused by the completion of
two Grade B office properties within the third quarter, which
resulted in average prime vacancy edging up by 0.6 percentage
points, to be recorded at 12.5%.

Resurgent demand pushed up the average rental level of Grade
A office facilities within the third quarter.  Average prime office
rents increased by 8% q-o-q, to be recorded at US$10.60 psm
(US$0.98 psf) per month.

The tightening supply conditions are expected to ease with the
completion of several Grade A office properties slated for
completion over the next six months.  Compounding this, the
sizeable wave of completions of Grade B properties is expected
to put downward pressure on overall prime office rental values
in Guangzhou over the short-term.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
Buoyed by the favourable economic conditions in Guangzhou
and the further expansion of business opportunities arising from
the progressive implementation of CEPA, we expect demand
for prime office space in Guangzhou to remain strong over the
short- to medium-term.  Despite this strengthening demand,
the sizeable wave of new supply slated to come on stream over
the next six months is expected to drive up average vacancy in
prime office properties and cause rental values to drop, for both
Grade A and Grade B properties.

Projects presently under construction and scheduled for
completion over the next half-year comprise three Grade A
properties and five Grade B properties, which will collectively
provide 3.23 million sf of Grade A space and 1.61 million sf of
Grade B space to the Guangzhou prime office market.  The
three Grade A projects are the China Telecom Plaza, Centre
Plaza and Dapeng International Plaza, while the Grade B
projects comprise the Fazhan Mansion, Huapu Plaza, Qinjian
Commercial Mansion, Fuli Kexun Guoji Mansion and Gaode
Centre Mansion.  The latter two properties are located in the
Zhujiang New City, the new business hub of central Guangzhou.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Three Pacific Place came on stream in Admiralty in the third
quarter, providing 474,000 sf of prime office space.

The total stock of Grade A office space in prime areas rose to
41.53 million sf as of September 2004.

The new Grade A supply in prime areas will be limited over the
next two years, with only one project expected to be completed
each year.

AIG Tower in Central, currently under construction, is scheduled
to come on stream in 2005.  This Grade A building will provide
400,000 sf of prime office space.  However, one-third of the
building will be occupied by AIG itself.

As a result of the addition of new office supply by Three Pacific
Place, the average vacancy rate in prime areas rose to 11.3% in
September 2004.

Swire, after securing an Occupation Permit for its new Grade A
office development, Three Pacific Place, secured two prime tenants
for the property in the third quarter.  The Dutch electronics giant,
Phillips, took approximately 75,000 sf of space on floors 5 to 9,
while French bank, Societe Generale, is to occupy approximately
60,000 sf of space at the top of the block on levels 35-38.

Bringing Two IFC closer to 100% occupancy, Mallesons Stephen
Jaques agreed to take out the entire 37/F in the Central 18 zone
of this high profile tower.

Grade A office rentals in prime locations increased by 8.9% in the
third quarter, on the back of Hong Kong's robust economic outlook,
while rents in decentralised areas remained relatively stable.

Tenants in prime areas are moving faster with their real estate
leasing decisions, prompted by the present tightening of supply
conditions.

The widening of rental premiums in Central over other business
districts encouraged some tenants with relatively less requirement
for the locational prestige of a Core Central office address to
consider alternative areas on the Island in order to save on office
leasing costs.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
The improved outlook on Hong Kong's office sector is firmly
underpinned by the S.A.R.'s return to strong economic growth
over the past year.  This trend is being further compounded by
the positive impact of the relaxation of rules enabling mainland
Chinese firms to establish themselves in the S.A.R.. This new
investment facilitation policy is expected to lead to a surge in
mainland companies looking for office space in Hong Kong,
as they seek to leverage the international exposure and the
advanced financial infrastructure available in the territory as a
springboard to overseas market entry.  However, the impact of
this new demand is likely to be more incremental and long-
term.

With the availability of Grade A stock in Central diminishing
rapidly we can expect further increases in asking rents for the
limited space still available.  The negotiating power of landlords
is expected to strengthen in the near future as the supply of
quality office space continues to tighten while positive economic
sentiment acts to sustain the present level of demand.
Meanwhile, the limited supply of new space slated to come on
stream in prime areas in the near future suggests that there will
be further pressure on supply, most notably in Core Central,
over the foreseeable term.  Overall, our full-year forecast for
office rent appreciation in 2004 has been revised upwards to
30%.
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TAIWAN TAIPEI

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Total prime office leasing stock in Taipei remained unchanged at
8.35 million sf for the sixth consecutive quarter.

Taipei 101,which is to provide two million sf of prime office leasing
stock, is now at the pre-leasing stage.

Increase in new supply will pause after the completion of Taipei
101 and Uni-President Building by end-2004.

Prime office vacancy rates declined for the fourth consecutive quarter
to 8.8%, a decline of 0.6 percentage points q-o-q to reach the lowest
level in six quarters.

Net take-up was recorded at 51,700 sf, a decrease of over 76% from
the 219,300 sf recorded in the second quarter.

Generally, the level of transactional activity in the Taipei office market
is lower in the third quarter than during the rest of the year.  Over the
past four years, third quarter take-up has recorded at an average of
36,000 sf less than the quarterly average.  However, comparing with
the past years, where net take-ups for the third quarter in 2001,
2002, and 2003 were recorded at -147,800 sf, 16,900 sf, and -69,900
sf, respectively, it is evident that the third quarter 2004 figure still
represented a marked improvement over the previous three years.

Prime office rental decreased 0.1% q-o-q to NT$2,193 per ping
(US$1.82 psf) per month in the third quarter.  When compared to
the second quarter q-o-q decrease of 0.8% and a 2.9% y-o-y
decrease, the slowing in the deflationary trend becomes apparent.

In the third quarter, only one building witnessed a decrease in its
achievable rent, while prices in all other prime office buildings
were flat.  The decrease in achievable rent was as a result of the
successful outcome in bargaining over a large space leasing
transaction.

With take-up down but rentals holding steady, the third quarter is
clearly a time the leasing levels in Taipei’s prime office market
have been bottomed out.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index We forecast that the Taipei prime office market is slated to witness
an increase in both tenant leasing and self-occupation demand
in the fourth quarter while investment demand is expected to lag
overall.  We expect that upward pressure will be exerted on prime
office rents as a result of the expectation that Taiwan will experience
continued, albeit mild, economic growth and considering the
rise in the number of real estate enquiries currently being seen.
Office rental levels will experience gradual upward pressure as
the diluting effect from the completion of Taipei 101 subsides.
Although Taipei 101 is positioned to stand at the peak of the
Grade A market, other factors that affect market player leasing
decisions need be considered such as location, local amenities
and transportation infrastructure.  When factoring in the impact
on demand of these additional factors, Taipei 101 might not
dominate the market as its competitors had expected.  Moreover,
when the nearly two million sf of office space provided by this new
development comes on stream, some time will be required before
it can be fully absorbed, this fact is especially evident if one
considers that the net take-up was only about 570,000 sf in 1999
- a year when prime office demand skyrocketed.  However, over
time the impact of this sharp spike in office supply will subside.
Finally, due to the fact that only very limited selection of prime
office stock will be provided in the near future together with a
number of other factors, we forecast that rental values are more
than likely to rise after the impact of Taipei 101 subsides in the
short- to medium-term future.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Four major office buildings were completed in the Otemachi-
Marunouchi CBD district adding about 2.03 million sf of new
leaseable space to the Central Five Wards office market.

Over the past two years, over 14 million sf of new Class A office
space has been added to the central Tokyo office market.

Office-related construction starts in the Central Five Wards
slumped to an estimated 753,000 sf in the three-month period
ending July. This figure was 57% lower than in the same period a
year earlier and our records suggest that this three-month period
saw the lowest level of office construction starts in the city since,
at least, the early 1990s.

The Class A vacancy rate stabilised in the third quarter at 3.8%,
as levels of take-up matched levels of new supply.  The majority of
new city-centre space was taken by domestic companies including
export-oriented manufacturers, including Hitachi, who have never
previously featured as important tenants in Class A office buildings.

In a recently emerged trend, domestic companies have increasingly
replaced foreign entities as the primary demand driver for Class
A facilities.  Such domestic companies now more clearly perceive
the prestige which inheres from operating out of a Class A office
building.  It is likely that demand from such companies will
continue to drive the office market for some time to come.

Take-up of Class A office space was recorded at 2.15 million sf
during the third quarter.

The surge of demand for high-quality space has driven Class A
office rents up somewhat over the past several months, particularly
older Class A buildings in secondary locations.  Rents in such
buildings have risen by as much as 25% from the market-bottom
level reached late last year, as landlord concessions, especially
rent-free periods, are shrinking or even being completely
eliminated for space still on offer in these buildings.

As competition for large pockets of office space intensifies, we
have recorded a reduction in rent-free periods offered to tenants,
pushing average Class A rents up by 1.6% during the quarter.
Class A rents in the CBD Marunouchi/Otemachi district at the end
of the quarter were recorded at about JPY 31,000 per tsubo
(US$7.91 psf) per month.

Landlords of leading Class A properties, experiencing low levels of
vacancy continue to attempt to increase rents, although to-date
their efforts have not been supported by a significant volume of
transactions.

Cumulative Stock and New Supply of Class A Office
Properties in Central Five W ards

Take -up and V acancy of Class A Office P roperties in
Central Five W ards

Prime Office Rental Index The relatively light calendar for new office completions in 2005
suggests that the level of activity in the market may decrease in
the near-term, compared with the frantic pace of the past two
years during which over 14 million sf of new Class A supply
came on stream in the Tokyo central office market.  In spite of
this huge amount of new supply, overall vacancy rates are
lower in the Class A market than they were two years ago while
rents are in general no more than 14% lower now than they
were at the same time 24 months ago.

We forecast for the upcoming quarter that overall vacancy
rates will trend slightly downwards and that rents will edge
upwards by a few percentage points.  This relatively stable state
of affairs is expected to continue into early 2005. Although the
overall economy is showing early faint signs of a slowdown
from recent growth levels, the potential effects of slower
economic growth are unlikely to have much visible impact for
at least the next several quarters.
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GangnamCBD

SOUTH KOREA SEOUL

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

It is not anticipated that any Grade A buildings will be completed
during the remainder of 2004.  SK Group HQ construction is on
schedule and expected to be completed in the third quarter of
2004.  The building will be fully owner-occupied.

New office construction in the core CBD remained subdued
due to the move by the Urban Planning Bureau, in 2002, to
reduce the overall core CBD FAR/Plot ratio from 800% to 600%.

There were no new Grade A office properties completed in
Gangnam during the third quarter.

KT HQ building (698,100 sf) was completed in the third quarter
of 2004 in Yeouido.  No additional office facilities are expected
to come on stream in the district in 2004.

CBD Grade A office market registered a positive net absorption of
314,100 sf in the third quarter.  The positive net absorption is primarily
attributed to Daehan Life Insurance which made a move to upgrade
its positioning in the district, taking 45,200 sf office space in
Shindongah Life Insurance Building, and SK Telecom's adding
12,500 sf of space in their operation in Seoul Finance Centre.

Take-up of Grade A office space in Gangnam during the quarter
was dominated by relocation demand, which resulted in vacancy
in the area remaining stable.

The Yeouido Grade A office market registered an increase in
vacancy of approximately 103,200 sf in the third quarter.  The
sharp rise in vacancy is primarily due to the space brought on
stream by the completion of KT HQ Building.

CBD Grade A rentals increased by 0.5% q-o-q, however, the
market remained soft due to lack of new demand.  We have
maintained our 2004 rental growth forecast of 2%-3% for the
CBD, which is slightly lower than inflation.

The rental growth in CBD is expected to spill over to the fourth
quarter of 2004, as the cyclical period of annual rent renewal
continued from the third quarter.

Grade A rentals in Gangnam also increased by 0.5% q-o-q.
Overall, rental growth is expected to be around 3% in 2004.
The changed projection is in line with the revised outlook for
South Korean economic growth.

Yeouido Grade A rental grew by 1.3% q-o-q in the third quarter,
which was in line with the cyclical rate of rental growth.  It is
expected to remain flat throughout 2004.  Increased vacancy
and the clouding over the business outlook have dampened
overall Grade A office demand.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index The recent increased demand for Grade A office space in the
CBD is mainly due to flight-to-quality on the part of a number of
companies which are in the midst of relocating from Grade B to
Grade A office space.  Demand from new company formation or
expansion remains subdued.  We anticipate that this trend will
persist for the remainder of 2004 as a result of uncertainty over
South Korea's business outlook.  However, in the absence of new
supply, we anticipate vacancy to remain stable at 4% in the run-
up to year-end 2004.

The Gangnam Grade A office market is expected to remain
stable but with a bias towards continued growth.  Prolonged
upward pressure on the price of oil and the slowdown of the
Chinese economy caused most companies in Gangnam to delay
their planned expansionary strategies.  However, we expect the
current soft market conditions to be short-lived.  Analysts have
projected that consumer spending will rebound by 2005, with
Gangnam positioned to be the primary beneficiary of such a
recovery.

The Yeouido Grade A market is expected to remain sluggish as
long as domestic consumption remains weak.  However, as there
are no new anticipated office completions, Yeouido prime office
vacancy is expected to decline to around 5%-6% by the end of
2004.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

There has been no new supply in the CBD.  Vacancy levels are still
high, largely due to zero-occupancy of Narain Manzil, which came
on stream in the second quarter.  Small format space leasing
continues within the CBD.

Okhla Industrial Estate continues to be the focus area for the majority
of developers with regard to the construction of custom-built facilities
for the ITES/BPO segment.

There is significant construction activity underway in Gurgaon at
present, with approximately three million sf expected to be added to
total stock over the next 21 months.

During the third quarter, there was limited demand for quality
office space in the CBD, SBD and peripheral markets.

Vacancy rates decreased within the quarter due to lack of new
supply.

CBD is witnessing continued intra market movement by tenants
requiring small office formats.

Gurgaon remains the preferred destination for large space
occupiers, this mostly comprising companies involved in the
ITES sector.  The present vacancy level stands at approximately
3%.

Average office rental levels in Grade A buildings in the CBD &
SBD remain stable at approximately Rs 90 psf (US$1.96 psf) per
month in CBD and Rs 33 psf (US$0.72 psf) per month in Gurgaon.

Gurgaon continues to draw strong interest from companies
involved in the ITES sector due to the comparatively low rental
levels at which office space can be secured for the world-class
quality facilities on offer.

Cumulative Stock and New Supply of Prime Office Properties in CBD Take -up and V acancy of Prime Office P roperties in CBD

Prime Office Rental Index
Both New Delhi's CBD and its secondary micro-markets
remained stable in the third quarter, a trend expected to continue
over the short- to medium-term.  Due to the lack of Grade A
supply in the CBD, rental values are expected to remain the
same over the short-term future.  Rental values in Gurgaon are
expected to remain stable or show a marginal increase over the
short to medium-term due to continued strong demand from
companies with BPO operations as new high quality
developments in this sector are launched in the area.
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INDIA MUMBAI

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Owing to government regulations and infrastructure-related
constraints there has been no new construction activity observed
in South Mumbai, the location of the city's traditional CBD.

With the National Textile Mills Corporation receiving regulatory
clearance for the sale of seven mills for re-development purposes
in Central Mumbai, around three million sf of built-up space is
expected to come on stream.  New development of these areas
will be of mixed-use type, with the focus expected to be on residential.

There is a limited supply of quality ready-to-move-in space in the
suburban locations of Malad and Powai.  New supply is expected
to come on stream in the first quarter of 2005 with developers like
Hiranandani's and K Raheja Corp slated collectively to release
more than one million sf of facilities designed for IT/ITES operations.

The office vacancy rate has been stable in the CBD with few
companies taking up space within the third quarter.

The vacancy rates in locations like the Bandra Kurla Complex,
Malad and Powai have declined due to lack of new supply.

Over 75% of the current demand for commercial space is driven
by the IT/ITES industry.

With the emergence of Pune as a popular destination for IT/ITES
companies, the overall demand for commercial space in Mumbai
has contracted marginally.

Rentals in Nariman Point remained stable within the third quarter,
however, a few leasing transactions were concluded recenlty
with a lower rental level of Rs 100 psf (US$2.18 psf) per month.

Central rental values were more or less stable during the period
under review.

Following the wave of new completions that led to some rent
compression in the last quarter, the Bandra Kurla Complex
witnessed a marginal appreciation in rental values in this quarter.
Land values have already increased by more than 50% over the
past year and the upcoming completion of Bharat Diamond Bourse
will give further impetus to the growth of this micro-market.

For the third quarter, rental values in suburban locations, such
as Andheri, Malad and Powai recorded an increase of 5% in
rental values.

Take -up and V acancy of P rime Office P roperties in CBD

Prime Office Rental Index
Demand is expected to overshadow supply in the forthcoming
quarter.  From a short-term perspective, there is expected to be a
dearth of quality space in locations like Central Mumbai, the
Bandra Kurla Complex, Malad and Powai.  Developers and
investors are expected to adopt a strategy of pursuing acquisitions
in order to cash in on the prevailing market dynamic in the
suburbs.  Rentals are expected to increase marginally in the
micro-markets of Bandra Kurla, Malad and Powai.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Owing to constraints affecting opportunities for new supply in
the CBD, no new space is expected to come on stream in the
near future.

Pre-construction leasing is predominant, increasing on demand
from the IT and ITES segments.

Only a marginal increase in supply is expected for the remaining
months of 2004, while demand is expected to continue to steadily
increase.

UB City, providing a total of 300,000 sf , is the only notable
addition to the existing stock.

The level of demand continued to follow an upward trajectory within
the quarter, and was predominantly driven by the IT/ITES sectors.

Vacancy levels are expected to decline further with the expected
persistence of robust demand conditions.

Demand for fully furnished premises in the CBD has shown strong
growth, with companies now demonstrating a willingness to pay a
premium to acquire fitted-out space.

Prominent transactions within the quarter in the CBD include
Unisys Global Services occupying 120,000 sf in Purava Premier
on Residency Road; Serner taking up 60,000 sf in Prestige Obelisk
on Kasturba Road; Sun Microsystems leasing 45,000 sf in Prestige
Obelisk on Infantry Road and nVIDIA committing to 49,000 sf in
Brigade South Parade on M.G. Road.

Following a period of significant increases, the pace of rental
value appreciation moderated within the third quarter.  Average
prime office rents, however, still showed a marginal increase,
owing to continued positive demand conditions.

SBD and suburban rentals are also rising gradually in response
to positive demand conditions.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
Bangalore continues to be a favoured destination for most IT
and ITES companies and major engineering-based companies.
Several such corporations are currently in the process of finalising
their long-term real estate plans for Bangalore.  In the short-
term, quality custom-built premises are expected to serve as
preferred options for initiating operations at the start-up stage.
However, campuses and build-to-suit facilities are likely to take
over as businesses grow to a more mature size and scale.  Along
with the persistence of favourable demand conditions, the upward
pressure on rental values is likely to continue well into the future.
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INDONESIA JAKARTA

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

New supply of prime office facilities in Jakarta’s CBD  was provided
by the expansion of Gedung Bank Ekonomi, a six-storey office
block that provided 106,700 sf of Grade A office space.

As a result of this completion, total prime office stock in the CBD
area increased to 32.39 million sf, a 0.3% increase.

Construction on Muara Karang Raya began in early August.
Located outside of the CBD on a 3,200 sf site, this new office
development, providing 10,700 sf, is expected to come on stream
in early May 2005.

In the third quarter, vacancy decreased to approximately 15.6%,
falling by four percentage points from the level of 19.6% recorded
in the second quarter.

Following the negative take-up which was recorded
consecutively over the last two quarters, net take-up in the period
under review staged a dramatic turnaround to be recorded at
1.41 million sf.

The increase in occupancy was attributable largely to strong
strata-title sales performance in secondary areas during the third
quarter.

Both the number of inquiries received and leasing transactions
concluded showed heightened activity in the Jakarta CBD office
market within the third quarter.  Inquiries came mostly from
companies with small space requirements and largely from
tenants intending to relocate due to the lack of expansion space
in their current locations.

The majority of leasing transactions during the third quarter
occurred in Grade A office buildings as there was a relative
preponderance of space available in this sub-market.

Leasing activity outside the CBD was concentrated in South and
West Jakarta, particularly in higher quality buildings offering
competitive rental rates.

Similar to the trend witnessed in the CBD office market, leasing
activities outside the CBD were dominated by smaller-sized
tenants requiring office space.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
Demand in the Jakarta office market is expected to increase
over the short- to medium-term following the conclusion of the
protracted election process in early October.  Initially the
Indonesian economy has reacted positively to Susilo Yudhoyono's
victory.  Now that the long, drawn-out election process is completed,
demand in the office market is expected to increase over the
short- to mid-term.  Economic growth, which has displayed y-o-
y growth of 4% over the past quarter, is predicted to be higher in
the third quarter than in the previous quarter as a result of the
strengthening of consumer demand.  On the supply side, several
new developments, both within and outside the CBD, are scheduled
to commence in the near-term and are expected to come on
stream in the coming two to three years.  Meanwhile many analysts
forecast prices to rise in the months ahead as the world's most
populous Muslim nation celebrates Ramadan, most likely further
fuelling inflationary pressure.  It is pricing pressure that has to-date
stymied central bank plans to lower interest rates so as to boost
economic growth through lending and investment.  With inflation
currently at around 10%, it is unlikely that interest rates will have
room to come down.  With the elections over and the season of
Ramadan approaching, the Indonesian economy is expected to
display a healthy performance during the fourth quarter.  We
expect the strengthening economy to steadily boost office market
demand, which we predict will expand to absorb easily those new
projects sloated to come on stream in the next two to three years.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

There were no new project completions within the third quarter
and none are expected until mid-2005 when Ayala Land's People
Support Centre in Legaspi Village is slated for completion. The
People Support Centre is an "e-services" building, a build-to -suit
facility that will provide a gross floor area of 170,000 sf.

Ayala Land's second "e-services" building, dubbed the Dela Rosa
E-Services Building, broke ground in July 2004 in Legaspi Village.
The target completion date was set for October 2005.  This
mixed-use building will have approximately 166,800 sf, of which
153,900 sf will be allocated for office use while the rest will be
devoted to retail uses.  Call centre Convergys has pre-committed
to lease at least 21,500 sf of office space in this new building.

Leasing activity in the third quarter was slower as the limited
remaining quality office facilities within the CBD were taken up
much faster than had earlier been anticipated.

Demand derived mainly from additional take-up of expanding
BPOs and call centres, and the upgrading and relocation of a
number of MNCs to investment grade buildings in Makati.

Net take-up was estimated at 151,400 sf.  Major transactions
included the relocations of General Motors (6,500 sf) and RCG
Info Tech (8,700 sf) to Philamlife Tower.

The vacancy rate fell to 10.2% within the third quarter, amid
tightening supply conditions, marking a 2.1 percentage points
decrease over the previous quarter.

Prime office rents were almost flat in the third quarter, up by just
0.2% q-o-q, and by 6.6% y-o-y.  Average rental levels achieved
stood at approximately PhP 402 psm (US$0.66 psf) per month.

The average length of contracts signed within the quarter were
relatively shorter, ranging from one to three years, while escalation
rates remained at 3%-5% per year, suggesting average rentals
will tend to trend upwards over the medium-term.

Incentives, such as rent-free periods, being given by landlords
were reduced to zero in leases within the third quarter but the
construction or fit-out period remained unchanged at two to
three months.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
At the moment, the office property market in Manila is less and
less being driven by purely domestic demand but is rather
increasingly being fuelled by the further expansion and
development of the global outsourcing and customer
relationship management (CRM) phenomena.  According to a
recent report by market research company, Datamonitor, more
than 3,000 call centres are projected to leave the US alone and
the services which they provided will be outsourced to locations
such as India, the Philippines, Canada and Europe.  The
Philippines stands to gain from this development and is forecast
to take a share of a minimum 20% of the global CRM/
outsourcing market.

In light of these developments, the outlook on the Makati office
property market is bullish.  Overall demand for office space is
expected to remain robust over the medium-term and this will
continue to support the recovery of rents across a broad spectrum
of investment grade office properties in the major CBDs of
Metro Manila and in key cities across the Philippines.  With no
new supply slated for the Makati CBD until mid-2005, prime
rents are forecast to rise by at least 12% y-o-y and vacancy to
diminish to 8%-10% by end-2004.
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SINGAPORE SINGAPORE

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

There were no new office completions in the third quarter.

The next major new office project is expected to come on stream
in 2006, with the scheduled completion of One Raffles Quay
(1.31 million sf).  The Grade A office property is located at the
Downtown@Marina Bay near the Raffles Place area.

The 3.55-hectare Business and Financial Centre (BFC) "white"
site remained on the reserve list of the government land sales
programme for application in the third quarter .  If it is sold in the
final quarter, the earliest date of completion is likely to be late
2008 or early 2009.

Average Grade A vacancy dropped to about 7% in the third quarter,
from about 8% recorded during the previous quarter. The
islandwide vacancy hovered around 17% as of the end of the third
quarter.

Demand for Grade A office space is being sustained by the
continued momentum of economic growth and the flight-to-quality
led by the IT and finance sectors.

Kim Eng leased 36,000 sf at 63 Market Street in Raffles Place.

Bank Mandiri leased 11,000 sf at Republic Plaza in Raffles Place.

Given Singapore's strong economic performance and the buoyant
prevailing level of leasing demand, landlords have become more
optimistic in setting their asking rents. While prospective tenants
can still be selective, the reduction in availability of prime vacant
stock means that rental levels are set to increase further.

By the end of the third quarter, prime office rents increased to
S$4.20 (US$2.44) psf per month on average, from S$4.05
(US$2.35) psf in the previous quarter.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of Prime Office P roperties

Prime Office Rental Index
In the first nine months of 2004, occupational demand for prime
office space recorded a faster rebound than expected.  Given the
fact that this demand is led by flight-to-quality, this has resulted
in a situation in which prime office buildings are now clearly
positioned to out-perform the non-prime blocks.  We expect the
demand momentum will be sustained in the run-up to year-end
2004.  This forecast is backed by Singapore's brighter economic
outlook and limited new construction of prime office space.
Financial institutions and IT firms are likely to be the key drivers
of demand, while the services sector is emerging to become
another active driver.  For non-prime office space, demand is
expected to remain soft and vacancy to experience upward
pressure. As a result, the two-tier structure of the Singapore office
market will persist in the fourth quarter.

Due to the sustained strong demand for prime office space and
limited vacant stock, rents will see further upside in the fourth
quarter and it is expected that this rental uptrend will most likely
be carried forward into 2005.  New demand will start to filter into
the non-prime office market after the prime office vacant stock
has been significantly reduced.  By this time, it is likely that we
will see an across-the-board market recovery.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

There were no new office completions in the third quarter.  Total
Grade A office supply is expected to increase to 14.8 million sf
by year-end 2004 with the completion of Krungthai Bank's new
headquarters (215,000 sf) and Central World Tower (839,000 sf)

In 2005, Pornpat Tower (390,000 sf), on which the construction
was halted during the third quarter, and The Column (334,000
sf) are expected to be completed, however, the actual completion
date of these two projects is not yet confirmed.

We expect that the construction of new developments will break
the ground in the short-term as rental rates continue to head
north.

In the third quarter, the total take-up of Grade A office spaces in
Bangkok increased to 12.30 million sf resulting in the average
average vacancy rate declining to 10.8%.  During the period
under review, Harind Tower, Horn Tower and CRC Tower
witnessed the most dramatic increases in space take-up.

Net take-up increased by 276,000 sf, representing an increase
of 193% y-o-y in an active market which saw a return to buoyant
conditions of demand.

The largest transactions during the quarter came from the
expansion of financial and advertising companies, including
Ayudhaya Securities pre-leasing space in Central World Tower
and Publicis (Thailand) Limited's move to Empire Tower.

As a result of the lack of Grade A supply in CBD area, landlords
are able to command high rents for recently offered Grade A
office properties.  Prime rents in the CBD averaged Baht 505
psm (US$1.14 psf) per month, or a 4.3% increase q-o-q.  This is 7%
higher as compared with the third quarter of the previous year.

Prime rents are expected to rise in the next six months as demand
is expected to continue to grow steadily, despite some office
projects are slated to come on stream in the last quarter of 2004.

As a result of the considerably tightened Grade A office market
conditions, typical rent-free period has been reduced from 1-2
months, which was offered to the tenants in early 2004, to one
month, clearly indicating a strengthening of the landlord's market.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
The Bangkok Grade A office market is expected to improve over
the next 12 months, with rents and take-up both forecast to
increase.  The continued upswing in the Thai economy and the
boosts in demand and consumption that have resulted from
these buoyant economic conditions will provide the
underpinning to support the absorption of the three soon-to-be
completed Grade A developments.  As these projects complete,
vacancy rates are projected to rise, however, this is not expected
to lead to compression of prime office rents due to the lack of
Grade A supply in Bangkok and the Thai economy's sustained
upward trajectory.  With the continued upswing in office rentals
combined with the relatively limited supply of quality space on
offer to meet the ongoing growth in demand from finance,
security and insurance sectors, as well as companies engaged
in telecommunication and IT-related business, it is expected
that more suspended office projects will recommence
construction.  In addition, we predict a pick-up in new office
developments which will commence breaking ground as the
IRRs obtainable in undertaking such projects have risen to a
level which has begun to attract local developers' interest.
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VIETNAM HO CHI MINH CITY

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

No new Grade A office properties came on stream within the
third quarter, with the total stock of Grade A office space in Ho
Chi Minh City remaining unchanged at 788,200 sf for almost
three years.

Construction of the Gemadept Building, the only Grade A office
building under construction in Ho Chi Minh City, was postponed
due to financial difficulties.  It seems that this development project
will not recommence within the next few months.

With no new projects under construction and with work on the
Gemadept Building indefinitely halted, it is expected that the
existing available prime office stock will continue to thin out
over the next two years.

The prime vacancy rate decreased by 3.6 percentage points in the
third quarter as some MNCs engaged in expansion and upgrading,
relocating to Grade A office buildings. Notable tenant movement
within the quarter included Walter Thompson and New York Life.
Walter Thompson took half a floor in the Metropolitan Building,
totalling about 7,500 sf , while New York Life moved to Sun Wah
Tower occupying the whole floor, the equivalent of 12,900 sf.

This quarter also saw an even larger number of tenants vacate
Grade A office buildings and take up space in Grade B and C
office blocks as they sought to expand while also engage in cost-
cutting.  However, net take-up in the third quarter remained positive
and even showed some increase as compared with the previous
quarter.

The recent trend towards cost-saving relocations away from Grade
A office premises highlights the resistance which many corporate
tenants have begun displaying towards high rental levels.  As a
result of that, Grade A office rents continued to decline within the
quarter.  Average prime office rent was recorded at about US$26.38
psm (US$2.45 psf) per month, a decrease of 1.9% q-o-q.

Asking rents were unchanged in the third quarter, however, some
landlords of Grade A office buildings showed a willingness to
reduce actual rent by as much as US$1.00 psm (US$0.09 psf) per
month in a bid to attract more new tenants and retain existing
tenants seeking to expand their office occupation while at the
same time wishing to cut their unitary office operation cost.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index Given Vietnam's generally favourable economic outlook at
present, the prospect for the Ho Chi Minh City office market
over the short- to medium-term remains positive.  Considering
the recent stiffening resistance to high rental levels witnessed
over the past two quarters, Grade A office rents may continue to
consolidate slightly over the near-term but no major adjustment
is expected.  Over the medium-term, Grade A office rents are
expected to increase with a shortfall in supply of prime office
facilities in the Ho Chi Minh City office market.  The supply-
demand imbalance for Grade A office space is not expected to
ease as no new supply is slated to come on stream within the
next two years. Therefore, considering the overall trend towards
growth in demand for quality office facilities, average prime
vacancy is forecast to fall further by two percentage points over
the next 6 to12 months.

Gemadept Building is the only Grade A office project currently
under construction in Ho Chi Minh City and was initially
scheduled to come on stream in 2006.  Upon its completion,
the building, which will offer 269,100 sf Grade A office space,
is expected to have a diluting impact on the Ho Chi Minh
prime office market.  However, financial difficulties have
compelled the developer to temporarily call a halt to construction.
There is currently no information concerning when construction
will recommence.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Although the Sydney CBD office market is in the middle of a
construction cycle, the third quarter of 2004 was a quiet time,
with no major buildings completed.

The next significant completion will be the new Ernst & Young
Centre.  The 732,000 sf-building in the Midtown precinct should
be completed by the end of this year, although pre-committing
tenants appear unlikely to move in until early 2005.

Work is now well underway on the last of the office buildings to
begin construction in this cycle, the third and final building of the
Darling Park complex in the Western Corridor precinct.  The
301,400 sf-building is due for completion in the first half of 2006.

Momentum continued to build in the leasing market through the
third quarter.  While the year started with plenty of small area
activity, as predicted, larger tenants are now committing.  In
addition, some tenants are now not only moving, but taking more
space than previously occupied.

Significant commitments in the quarter include employment group
Hudson Highland committing to 64,600 sf at 45 Clarence Street;
finance company Perpetual Trustees consolidating operations
into 122,700 sf at 123 Pitt Street and Austereo moving from the
suburbs into 43,100 sf at the new Ernst & Young Centre.

All this leasing activity has and will help hold prime vacancy
steady at 10%, while new completions continue in the short-term.

Prime CBD office rents were effectively stable in the third quarter.
Although leasing activity continued to build momentum through
the period, there is still a lot of take-up required before a
reduction in the number of large leasing options available,
leading to upward pressure on rents.

The other feature of the market at the moment is the high level
of incentives being offered by landlords.  These incentives are
still important in driving leasing activity.  Although variable across
quality grades and owner, incentives appear to have stabilised
at, on average, 25% of the value of a lease.  Incentives take the
form of either rent-free periods or a contribution to fitout, or
both.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
The developments of the third quarter have not changed our
overall outlook for the Sydney CBD office market.  While leasing
activity is picking up, we think there is still a long way to go
before total vacancy reaches an "equilibrium" position, which is
generally considered to be close to 5%.

In fact, the outlook from here is very much dictated by the
completion of new or refurbished space throughout the next two
years.  In short, the organic growth in occupied stock is unlikely
to compensate for the supply of space into the market over this
period, leaving leasing options and total vacancy relatively
high.  As a result, it is likely to remain a "tenant's market" for the
short-term, with owners left to keep incentives high in a
competitive environment.

What is missing in the leasing market recovery is expansion of
global finance companies.  The growth in this industry group
was instrumental in driving vacancy down in the late 1990s,
however; all signs are this industry group is unlikely to be in the
same type of expansionary mode for the foreseeable future,
confirming the gradual nature of the recovery.
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AUSTRALIA MELBOURNE

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

This year will be a relatively slow one for new supply, in the
context of the current cycle. The next peak in the construction
cycle is not until 2005/06.

For the year-to-date, three new buildings have been finished,
namely, the new BHP Billiton head office and Sensis head office at
the QV site, and the Australian Wheat Board office on Latrobe Street.

No CBD office buildings were completed within this quarter.
Seven projects in the CBD are currently under construction and
due for completion within the next 18 months.

In the Docklands, an emerging precinct of the CBD, 700 Collins
Street was completed. The 339,100-sf property was fully
committed by completion with Commonwealth Bureau of
Meteorology, Medibank Private and VicUrban occupants.

Demand for prime office space was high in the third quarter,
largely as a result of the competitive terms offered in leasing
deals.

The net absorption for Docklands and CBD within the third quarter
was approximately 387,500 sf.

One of the largest deals in the quarter was to United Customer
Management Solutions, who leased 107,600 sf in the refurbished
15 William Street.  The 433,500 sf-refurbished building is now
92% leased having attracted several tenants from outside the CBD.

We estimate prime vacancy has decreased significantly across the
CBD during the third quarter, to now be 8.9%.

Incentives offered in leasing terms remain stable at around 25%
of the value of a lease across all grades of space.  As vacancy now
looks stable, incentives may start reducing over the next 12 months.

Prime net face rent is relatively stable at the moment, as it has
been throughout the year.  At the end of the third quarter, the
indicative prime rent was quoted at A$346 psm per annum
(US$1.87 psf per month), up just 0.9% over the second quarter.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index With demand for office space likely to remain high over the next
12 months, vacancy should remain stable, despite new supply
under construction.  However, the Melbourne office market still
has a considerable way to go before it returns to some form of
balance.  We think total vacancy has now peaked at 10.2%.
However, given the prolonged nature of the construction cycle,
will remain in double digits through to 2006.  It is only after this
point in time the demand for space will have a chance to outstrip
supply, vacancy will start to fall and stronger rent growth will
occur.  Tenants will continue to be attracted into the CBD by the
occupancy packages now available.  With unemployment rates
the lowest in the country for decades and a pick-up in white-
collar employment, Melbourne CBD's recovery could accelerate
beyond earlier expectations.
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SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

Two buildings, the Bank of Queensland Centre (266,900 sf) and 33
Charlotte Street (157,200 sf) have completed during 2004, as well
as a new Magistrates Court complex.

A further 914,900 sf of new space (Riparian Plaza and Brisbane
Square) is to be added in 2005 and 2006, followed by up to 538,200
sf of refurbished space in 2007.

Beyond this, however, the supply of larger and readily available
development sites, particularly within the prime area, is limited.
This has driven up site costs and may see mixed-use projects of a
similar ilk to Riparian Plaza and The Vision (a proposed development
comprising 424 residential unit, 322,900 sf office space and 67,800
sf retail space) become the norm.

The Brisbane CBD vacancy rate at July 2004 was 6.9%.  This will
have dropped to below 6% since, as vacancies created by moves to
the two new buildings completed during 2004 are leased.

The quality end of the market remains particularly tight, with the
Premium Grade vacancy at 1.1%.

Net absorption has been positive for five years in a row and for nine
of the last ten, averaging 253,000 sf per annum.  At the upper end
of the market, merger and acquisition activity, growth in the legal
and accounting sectors and more recently the resource sector, have
all been significant.  Net absorption for 2004 will exceed the long-
term average and is expected to reach over 430,600 sf.

Upward pressures have been felt on rentals through 2004, with
the average prime net face rent increasing by around 5% over
the past 12 months to reach A$295 psm per annum (US$1.59
psf per month).

Secondary net face rentals have also increased by 2.6% to now
be A$195 psm per annum (US$1.05 psf per month).  Prime
effective rental growth, however, has been around 12.5%, driven
by reduced incentives - a result of the tight vacancy and supply
and demand conditions.

Incentives are still lingering at relatively high levels, in the order
of 20% of the value of a lease and varying significantly case-by-
case, although if the downward movement evident in 2004 can
be sustained, then it will be a significant change for a market that
has been characterised by incentives for more than a decade.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
Vacancy is expected to rise from late 2005, the result of supply
additions, and peak in the 8% to 9% range in 2007. However,
the medium- to long-term outlook is bright.  Developers are
being forced to look to longer-term redevelopment opportunities
(with a holding income) or site amalgamations.  This adds
significantly to the cost of development and will see mixed-use
projects become more common.  Parts of the CBD not considered
prime locations, such as the western fringe, will now have to be
considered.  Strong tenant demand, a deeper leasing market
and fewer leasing options, means the underlying fundamentals
are more conducive to long awaited growth in rents and values.
By national standards, however, office rents in Brisbane have
always been affordable, and relative to other major markets,
such as Sydney, they will stay that way.  This means Brisbane is
likely to remain attractive to office occupiers looking to relocate
nationally and internationally, as well as remain popular with
commercial property investors.
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AUSTRALIA PERTH

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

No prime office buildings were completed during the third
quarter of 2004.

The new Ernst & Young Building, constructed as part of the Perth
Convention and Exhibition Centre, will be completed in the
fourth quarter of this year.

Allendale 2 (79,200 sf) is presently under construction with
completion expected in the latter half of 2005.  A further 1.53
million sf of new office space is proposed in the medium- to
long-term.

Proposals will go ahead only if significant leasing pre-
commitment is achieved.

Tenant demand is very strong, noticeably from the government
sector.

The Department of Education has taken 52,000 sf at 8 Bennett
Street.

Centrelink has leased 37,800 sf at 1 Forrest Place.

The Department of Industry & Resources leased 53,800 sf at 1
Adelaide Terrace.

All of these transactions represent positive net absorption for the
CBD.

Incentives are still very high, averaging 25% of the value of a
lease in the prime market.

High vacancy and incentives have stimulated leasing activity.

Strong rental growth is forecast in 2005 and 2006 with incentives
easing at this time.

Premium net face rent averages A$320 psm per annum (US$1.72
psf per month), while average prime net face rent remained
unchanged at A$275 psm per annum (US$1.48 psf per month)
since the second quarter of 2002.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index Prime vacancy of 12.9% represents the highest rate since the
14.5% recorded in early 1996.  However, tenant demand has
returned to the CBD office market with positive net absorption
for all quarters in 2004.  This trend is forecast to continue with
average annual net absorption ranging from 161,500 sf to
215,300 sf for the next five years.  This demand is being
underpinned by strong economic growth in Western Australia,
booming resource markets, very strong employment growth and
strength in base office demand.  These factors are likely to combine
to reduce future vacancies to approximately 12.5% by mid-2005
with an equilibrium level close to 10% being restored by mid-
2006.  Premium grade net face rentals averaged A$300 psm per
annum (US$1.62 psf per month) in the first half of 2004 and are
expected to increase to A$320 psm (US$1.72 psf per month) by
the end of the year.  Our current forecast for Premium grade
accommodation indicates growth rates of approximately 3.1%
for 2005, 6.1% for 2006 and 4.3% for 2007.

MARKET OUTLOOK

'0
00

 s
f

New supply as at
quarter-end / year-end

Stock as at beginning of
the quarter / year

V
ac

an
cy

 R
at

e 
(%

)

Vacancy RateTake-up

'0
00

 s
f

In
de

x 
(Q

1 
19

95
 =

 1
00

)

PRIME MONTHLY RENTAL VACANCY RATE (as of 1H 04)NET TAKE-UP (as of 1H 04)

0

2, 000

4, 000

6, 000

8, 000

10, 000

2
0

0
4

Q
3

2
0

0
4

Q
2

2
0

0
4

Q
1

2
0

0
3

2
0

0
2

2
0

0
1

2
0

0
0

1
9

9
9

1
9

9
8

1
9

9
7

1
9

9
6

1
9

9
5

1
9

9
4

- 400

- 200

0

200

400

600

800

1
H

 
0

3

1
H

 
0

4

1
H

 
0

2

1
H

 
0

1

1
H

 
0

0

1
H

 
9

9

1
H

 
9

8

1
H

 
9

7

1
H

 
9

6

1
H

 
9

5

0

2

4

6

8

10

12

14

16

18

20

40

60

80

100

120

140

160

180

200

Q
3

 
0

4

Q
3

 
0

3

Q
3

 
0

2

Q
3

 
0

1

Q
3

 
0

0

Q
3

 
9

9

Q
3

 
9

8

Q
3

 
9

7

Q
3

 
9

6

Q
3

 
9

5



31

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

No new supply came on the market in the third quarter of 2004.

The last two buildings were completed at the end of 2003, one is
the refurbished 203 Queen Street of 64,600 sf, and the other is
the new design build for KPMG in the Viaduct Basin.  This 86,100-
sf building is fully occupied by this company.

Currently two buildings are under construction.  The Northern
Roller Mills Tower is a 193,800- sf Premium grade building due
for completion in mid-2005.  A new 161,500-sf building is also
under construction in the Viaduct Basin for occupation by Vodafone
in the first quarter of 2005.  In addition, two refurbishments
amounting to some 118,400 sf are to be completed in the fourth
quarter of 2004.

After deteriorating conditions in the second half of 2003, the
occupier market has rebounded strongly in 2004.

Demand is widely based.  Net absorption has been positive in
both the prime and secondary sub-markets.

Overall Auckland CBD office vacancy has improved since
December 2003 when it stood at 11.9%.  Current vacancy is 11.0%
overall with the prime sector at 6.9% and the secondary sector at
12.7%.

The momentum of rental growth that has built up over the past
two years is continuing. Prime and secondary rent growth were
3.8% and 4.8%, respectively, in the third quarter.

Net effective prime CBD office rents average NZ$254 psm per
annum (US$1.29 psf per month) with a wide range from NZ$420
psm for top Premium grade floors to NZ$175 psm for lesser
Grade A premises.

The top end of the rent range is supported by new leases and
rent reviews in the Vero Centre and PwC Tower.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index
We expect the slowing economy to exert a moderating influence
on demand over the next 18 months.  However, capacity
utilisation continues to run high in many industries indicating
that even with moderate output growth, companies will likely
experience pressures to expand. This will help to at least partially
offset the impact of lower economic growth rates.  Supply has
been fairly low so far in this cycle, but over the next 18 months
we will see escalating completions in some areas of the office
market at a time of reducing overall demand.  This will likely
cause localised vacancy increases. Rent growth is forecast to
reflect the above supply/demand imbalance.  We expect growth
rates to fall away into 2005 before strengthening in 2006-2007.

MARKET OUTLOOK
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NEW ZEALAND

PRIME MONTHLY RENTAL NET TAKE-UP (as of 1H 04) VACANCY RATE (as of 1H 04)
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NEW ZEALAND WELLINGTON

SUPPLY & CONSTRUCTION A CTIVITY

RENTAL TREND

DEMAND & VACANCY

A number of major refurbishments and extensions, which will
bring Grade C and D quality buildings up to Grade A and B
standard, are underway.  They include the 49,500-sf Odlins
Building, the 107,600- sf Pastoral House, the 51,700-sf expansion
of the Treasury Building and the 107,600-sf Wool House.  These
projects will be completed during 2005/2006.

A number of government departments, such as Statistics NZ,
Ministry of Defence and Ministry for the Environment, have now
committed to new design/build buildings to be built over the
2005/2006 period.

Conversions to residential uses are removing some of the vacant
office stock from the market.

Demand is strong from the expanding government sector through
the creation of new ministries and departmental mergers.  Demand
from the business services sector is not quite as buoyant as from
the government but is nonetheless positive.

Due to some corporate restructuring net absorption fell slightly in
2004.

Notwithstanding the negative net absorption, due to the residential
conversion of vacant office buildings, vacancy remains low with
the market tightening to levels not seen since the 1980s boom
period.

Cumulative Stock and New Supply of Prime Office Properties Take -up and V acancy of P rime Office P roperties

Prime Office Rental Index We forecast largely stable to slowly improving vacancies to the
end of 2005.  During this period, positive demand from
expanding businesses will be offset by some corporate retractions.
At the same time, some smaller scale conversions of vacant
stock will help to keep vacancies in check.  The greater supply
phase in 2006 is forecast to result in a moderate vacancy increase.
Rental trends are forecast to be positive to the end of 2005 with
rental growth in existing buildings benefiting from new benchmark
rents being achieved in some of the new built premises.  In 2006,
as vacancies increase, we are forecasting a more subdued period
for rent growth.

MARKET OUTLOOK
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PRIME MONTHLY RENTAL VACANCY RATE (as of 1H 04)NET TAKE-UP (as of 1H 04)

Prompted by the tight occupancy market, rent growth has been
positive in the third quarter of 2004 across the range of building
quality sectors.

The rapid escalation of outgoings has now abated due to stabilised
insurance costs.

Net effective Prime CBD office rents average NZ$218 psm per
annum (US$1.11 psf per month) with a wide range from NZ$305
psm for top Premium grade floors to NZ$165 psm for lesser Grade
A premises.
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PRIME OFFICE PROPERTIES

Modern office facilities with exceptional accessibility and a definite market presence along with high-quality standard finishes; state-of-the-art systems,

flexible layout and large floor pates; effective central air-conditioning; good management and parking facilities are normally available.

TOTAL OCCUPANCY COST

Total occupancy costs reflects all costs of occupancy,  which corresponds to "gross" rents in the market.

The total occupancy costs including base rent and other occupancy-rated expenses such as service charge/management fee, property taxes and

deposits.  This is quoted in U.S. dollars per square foot on a per month basis.

RENT - LOCAL CURRENCY / MEASURE

The rent quoted is usually the typical "achievable" rent for a unit in a Grade A office building in a prime location.  Rents are expressed as headline rent,

without accounting for any tenant incentives which may be necessary to achieve it.

Rents are stated in the local currency and prevailing unit of measure, as well as in those terms - gross or net - that are customarily employed in the

respective market.

GROSS FLOOR AREA

Gross Floor Area shall include all areas contained within the external walls at each floor level and the whole thickness of the external walls.

In general, mechanical and electrical services rooms, refuse chambers and rooms, water tanks, car parking floors and all lifts and staircases passing

through these floors shall be excluded from the Gross Floor Area calculation.

INTERNAL FLOOR AREA

Internal Floor Area shall be measured to the internal finish of structural, external and / or party walls. All common areas such as toilets, lift lobby, plant

rooms, stairs and corridors are excluded.

LETTABLE AREA

Lettable Area of whole floor shall include toilets and lift lobbies but exclude common areas such as lift shafts, stairs, plant rooms and smoke lobbies.

Lettable Area for sub-divided units shall be the Saleable Area of that unit plus a proportionate share of the communal toilets, lift lobbies and

passageways among sub-divided units on that floor.

SALEABLE AREA

Saleable Area of the unit is measured up to the centre line of the wall separating adjoining units.  The full thickness of the walls separating the units

from common areas, lift shafts, light wells, staircases, etc. are included.

NET FLOOR AREA

Net Floor Area shall exclude all common areas such as common corridors, stairs, lift lobbies, toilets and plant room.  It shall be measured from the

centre of the enclosing external and /or party walls.

TAKE-UP

Take-up figures represent the net increase in occupied floor space in the year. The figures are arrived at:

Take-up = New Completions

+ Vacancy figures at the beginning of year

- Demolition

- Vacancy figures at year-end

TERMINOLOGY & DEFINITIONS
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Shanghai

Hong Kong

LOCAL MARKET INFORMATION

The market practices in these three Indian cities are
generally the same. The efficiency rate of Grade A office
properties in India is around 75%. Rents are quoted on
gross floor area basis, in Rupees psf per month, exclusive
of service charges.

The Bangalore CBD refers to the City of Bangalore which
comprises MG Road and its immediate environs including
Residency Road, Richmond Road, Ulsoor, St. Marks Road
and K.B. Road.

INDIA
Bangalore

The traditional office sub-markets are situated in South
Mumbai around Nariman Point and Ballard Estate, but
new office sub-market areas are emerging in Bandra Kurla
Complex, Malard and Andheri.

Central New Delhi CBD area comprises all commercial
developments in and around Connaught Place, which is
the traditional prime office sub-markets. New office sub-
markets are emerging in suburban areas like Gurgaon.

Rents are quoted on smie-gross floor area basis (90%
efficiency), in US$ psm per month, excluding monthly
service charges and government taxes. Prices are quoted
on saleable floor area basis.

The central business district, namely Jakarta's Golden
Triangle, comprises five major sub-markets, including Jl.
MH Thamrin, North Jl. Jend. Sudirman, South Jl. Jend.
Sudirman, Jl. HR Rasuna Said and Jl. Gatot Soebroto.

INDONESIA
Jakarta

The market covered in this publication refers to the Central
Five Wards of Tokyo. Rents in Tokyo office market are asking
rent quoted by landlord to brokers or the public. The rents
are quoted in local currency per tsubo per month and are
calculated on internal floor basis. One "tsubo" is equal to
approximately 3.3 sqm (i.e. 35.5 sf), which is equivalent to
two tatamis. Service charges are referred to as "common
area maintenance fees" and they are usually paid in
addition to the base rent.

The Central Five Wards, where the majority of prime office
property in Tokyo is located, are collectively referred to as
the central business district of Tokyo, comprising Chiyoda-
ku, Chuo-ku, Minato-ku, Shinjuku-ku and Shibuya-ku.

JAPAN
Tokyo

Rents are quoted in Peso psm per month on lettable area
basis. Prices are based on saleable floor area.

The premier central business district in Manila is Makati,
which is one of the two major business districts in Metro
Manila.

PHILIPPINES
Manila

Office rents in these three China cities are quoted in US$
psm per month, excluding management fees/service
charges as well as incentives offered by the landlord.

In Beijing, Shanghai and Guangzhou rents and prices
are quoted in terms of gross floor area.

Prime office properties in Beijing are concentrated in four
main districts, comprising the Jianguomenwai CBD in
Chaoyang; Wangfujing/Chang'an East Avenue in
Dongcheng; Zhongguancun in Haidian and the
Fuchengmenwai/Fuxingmen Finance Street areas in
Xicheng.

PRC
Beijing

Prime office properties in Guangzhou are concentrated in
the Dongshan, Yuexiu, Luwan and Tianhe districts where
they are clustered along Huanshi East Road, Tianhe East
Road, Tianhe North Road and Zhongshan First Road.

Guangzhou

In the general market, rents are quoted in HK$ psf per
month either on net, lettable or gross basis, excluding
management fees, taxes, government rents and incentives.
For the purpose of publication, rental figures provided in
this report are based on net floor area. Prices are quoted
in psf on gross basis.

Prime office districts in Hong Kong are situated along
both sides of Victoria Harbour, comprising Central, Wan
Chai, Causeway Bay and Tsim Sha Tsui.

Prime office properties are found in both Puxi and Pudong
areas. In Puxi, prime office properties are concentrated in
the Huangpu, Jingan and Luwan districts along Nanjing
West Road and Huai Hai Middle Road. In Pudong, prime
office properties are mainly clustered in Lujiazui, Shanghai
Commercial City and Zhuyuan Commercial and Trade
Zone.

Definition of Prime Office Markets Leasing Practices in Local Markets

New Delhi

Mumbai
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LOCAL MARKET INFORMATION

The gross rent, based on the net floor area, comprises the
base rent plus service charge and is payable either monthly
or quarterly in advance. The service charge is an amount
to be paid by the tenant to the landlord for providing
specified services to the premises including lift
maintenance, common area cleaning, security and air-
conditioning during normal office hours, just to name a
few. The amount varies from building to building. For
office buildings, the service charge ranges between S$1.00
and S$1.30 psf per month.

Most leases provide that the service charge may be adjusted
at any time during the lease term if the cost of providing
the specified services to the building increases.

Singapore comprises an islandwide office market of which
90% of office space is located in the Central Region, with
the remaining located in the city's outlying regional centres.

SINGAPORE

Rents are quoted in Won per pyung per month, measured
on net floor area basis. "Pyung", which is the same as
"tsubo" and "ping", is equivalent to 3.3 sqm. The typical
efficiency of Grade A office buildings is around 65%.
Usually, a substantial rental deposit is payable at the
commencement of the lease and this may impact on the
effective rent.

There are three major office districts in Seoul, including
CBD in Chung Gu, Gangnam and Yeouido.

SOUTH KOREA

Seoul

Local unit of measurement is "ping", the same as "tsubo",
which is equivalent to 3.3 sqm. Rents and prices are quoted
in local currency on gross floor area basis, respectively.

In Taipei, prime office sub-markets are situated in areas
near the Taipei Railway Station (TMS), along Chung Chan
North Road (CSN), and in Nanking-Sung Chiang (NK-
SC), Min Sheng-Tun Hwa North (MS-THN) and Hsin Yi-
Keelung areas (HY-KL) in central Taipei City.

TAIWAN
Taipei

Rents are quoted in Baht psm per month on internal floor
area basis, including service charges and household taxes.
Prices are also quoted on internal floor area basis in local
currency.

The central business district in Bangkok incorporates the
Silom, Sathorn, early Sukhumvit and Lumpini sub-markets.

THAILAND
Bangkok

The Prime market includes Premium and Grade A quality
buildings in the CBD. The buildings offer high to top quality
space for corporate occupiers and are generally the pace
setters in establishing rental benchmarks

Net floor area is the most widely used and accepted
measurement for property leasing transactions. Rents are
quoted in NZ$ psm per annum, excluding taxes, GST and
management fee. Typical lease length is six to nine years.
Rent reviews are generally three yearly to market.

NEW ZEALAND
Auckland/Wellington

Includes all office buildings above 1,000 sqm of net lettable
area, located in the CBD area broadly bounded by Port
Jackson in the north, Darling Harbour to the west, Royal
Botanic Gardens/The Domain/Hyde Park to the east and
Central Station to the South.

In Australia, rents are calculated from the net lettable area,
which is defined by the pre-eminent industry association,
the Property Council of Australia in its publication, Method
of Measurement, March, 1997. Rents are quoted in local
currency psm per annum and usually excluding taxes and
service charges.

AUSTRALIA

Sydney

Includes all office buildings above 1,000 sqm of net lettable
area, located in the CBD area broadly bounded by Flinders
Street to the south, Spring Street to the east, Victoria Street/
Peel Street/ Latrobe Street to the north and Spencer Street to
the West.

Melbourne

Includes all office buildings above 1,000 sqm of net lettable
area, located in the CBD area broadly bounded by the
Botanic Gardens to the south, the Brisbane River to the
east and west and Turbot Street to the North.

Brisbane

Includes all office buildings above 1,000 sqm of net lettable
area, in the area broadly bounded by Riverside Drive to the
south, the Mitchell Freeway to the west, Wellington Street to
the north and Plain Street to the east.

Perth

Definition of Prime Office Markets Leasing Practices in Local Office Markets

Rents are quoted in US$ psm per month on the net floor
area, including service & management charges but
excluding 10% VAT.

The Central Business District in Ho Chi Minh City is
District 1.

VIETNAM
Ho Chi Minh City
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Hong Kong
Suite 3401 Central Plaza
18 Harbour Road, Wan Chai
Hong Kong
Telephone: (852) 2820 2800
Facsimile: (852) 2810 0830

Beijing
People’s Republic of China
Units 10A -11, 15/F IBM Tower
Pacific Century Place
No. 2A Worker’s Stadium Road North
Chaoyang District, Beijing 100027
People’s Republic of China
Telephone: (86) 10 6539 1288
Facsimile: (86) 10 6539 1178/98

Shanghai
People’s Republic of China
Suite 706-709, Shanghai Kerry Centre
1515 Nanjing Xi Road
Shanghai 200040
People’s Republic of China
Telephone: (86) 21 6289 1200
Facsimile: (86) 21 6289 1233

Guangzhou
People’s Republic of China
Rm 2001, Guangzhou
International Electronics Tower
403 Huanshi Road East
Guangzhou 510095
People’s Republic of China
Telephone: (86) 20 8732 2332
Facsimile: (86) 20 8732 2981

Singapore
6 Battery Road #32-01
Singapore 049909
Telephone: (65) 6224 8181
Facsimile: (65) 6225 1987

Bangkok, Thailand
46th Floor, CRC Tower, All Seasons Place
87/2 Wireless Road, Lumpini Pathumwan
Bangkok 10330
Telephone: (66) 2 654 1111
Facsimile: (66) 2 685 3300/1

Phuket, Thailand
12/9 Moo 4, Thepkrasattri Road
Kohkaew, Amphur Muang
Phuket 83000, Thailand
Telephone: (66) 76 239 967-9
Facsimile: (66) 76 239 970

Jakarta, Indonesia
7th Floor Permata Bank Tower I
Jln. Jend. Sudirman Kav. 27
Jakarta 12920, Indonesia
Telephone: (62) 21 523 7337
Facsimile: (62) 21 523 7227

Taipei, T aiwan
7/F Cosmos Building
134 Section 3
Minsheng East Road
Taipei, Taiwan. R.O.C.
Telephone: (886) 2 2713 2266
Facsimile: (886) 2 2712 3065

Tokyo, Japan
28th Floor, Izumi Garden Tower
1-6-1 Roppongi, Minato-ku
Tokyo 106-6028, Japan
Telephone: (81) 3 6230 1188
Facsimile: (81) 3 6230 1177

New Delhi, India
Ground Floor, 4 Parliament Street
Press Trust of India Building
New Delhi 110 00, India
Telephone: (91) 11 2335 7448/49
Facsimile:  (91) 11 2331 7670

Mumbai, India
113C, Mittal Towers, Nariman Point
Mumbai 400 02, India
Telephone: (91) 22 2282 9854/55
Facsimile: (91) 22 2287 1477

Bangalore, India
3rd Floor, The Hulkul
81/37, Lavelle Road
Bangalore 560 001, India
Telephone: (91) 80 5112 1240-49
Facsimile: (91) 80 5112 1239

Chennai (Madras), India
2H, 2nd Floor
Gee Gee Emerald
151 Village Road
Nungambakkam
Chennai 600 034, India
Telephone: (91) 44 2821 4599/71
Facsimile: (91) 44 2821 4607

Seoul, Korea
12/F, Korea First Bank Building
100 Kongpyung Dong Jongro Gu
Seoul, Korea 110-702
Telephone: (822) 2170 5800
Facsimile: (822) 2170 5899

Manila, Philippines
Suite 1004-1005
10/F Ayala Tower One &
Exchange Plaza
Ayala Avenue 1200 Makati City
Philippines
Telephone: (632) 752 2580
Facsimile: (632) 752 2571

Hanoi, Vietnam
Suite 604-2
Metropole Centre
56 Ly Thai To Street
Hoan Kiem District
Ha Noi, S.R. Vietnam
Telephone: (844) 936 1689
Facsimile: (844) 936 2495

Ho Chi Minh City , Vietnam
Unit 1301, Me Linh Point Tower
2 Ngo Duc Ke Street
District 1, Ho Chi Minh City
S.R. Vietnam
Telephone: (848) 824 6125
Facsimile: (848) 823 8418

Sydney, Australia
Level 26, 363 George Street
Sydney, NSW 2000 Australia
Australia
Telephone: (61) 2 9333 3333
Facsimile: (61) 2 9333 3330

Melbourne, Australia
Level 32, Rialto North Tower
525 Collins Street
Melbourne, VIC 3000 Australia
Telephone: (61) 3 8621 3333
Facsimile: (61) 3 8621 3330

Brisbane, Australia
Level 33, Waterfront Place
1 Eagle Street, Brisbane
Brisbane QLD 4000
Telephone: (61) 7 3833 9833
Facsimile: (61) 7 3833 9830

Perth, Australia
2nd Floor, London House
216 St. George’s Terrace
Perth, WA 6000 Australia
Telephone: (61) 8 9320 0000
Facsimile: (61) 8 9481 1296

Auckland, New Zealand
Level 9
PricewaterhouseCoopers Tower
188 Quay Street
Auckland
New Zealand
Telephone: (64) 9 355 3333
Facsimile: (64) 9 355 3330

Wellington, New Zealand
Level 12, ASB Tower
2 Hunter Street
Wellington New Zealand
Telephone: (64) 4 499 8899
Facsimile: (64) 4 499 8889


