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  bond	
  yields	
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  date	
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Source:	
  DTZ	
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  Bloomberg

Despite	
  remaining	
  pressures	
  in	
  Europe,	
  Ireland	
  shows	
  how	
  it’s	
  done
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Source:	
  DTZ	
  Research,	
  Oxford	
  Economics

Chinese	
  infla<on	
  remains,	
  but	
  is	
  easing	
  due	
  to	
  policy	
  <ghtening
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Increased	
  vola<lity	
  in	
  corporate	
  sen<ment	
  reflected	
  in	
  absorp<on

Aggregate	
  APAC	
  office	
  net	
  absorpXon,	
  Q4	
  2009	
  –	
  Q4	
  2011

Source:	
  DTZ	
  Research
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Office	
  demand	
  remains	
  strong	
  in	
  China

Take-­‐up	
  declines	
  in	
  India
in	
  Q3

Con<nued	
  strength	
  in	
  China
and	
  South	
  Korea

Occupancy	
  costs	
  increased	
  in	
  APAC	
  but	
  s<ll	
  below	
  infla<on

Growth	
  in	
  total	
  occupancy	
  costs	
  per	
  workstaXon	
  by	
  region,	
  2010-­‐2011	
  (in	
  USD)

Source:	
  DTZ	
  Research,	
  Oxford	
  Economics
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12	
  out	
  of	
  38	
  APAC	
  ci<es	
  saw	
  office	
  costs	
  rise	
  less	
  than
infla<on
%	
  change	
  2010-­‐2011	
  in	
  total	
  occupancy	
  costs	
  per	
  workstaXon	
  in	
  Asia	
  Pacific	
  (in	
  local	
  currency)	
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Source:	
  DTZ	
  Research

Average	
  annual	
  growth	
  in	
  total	
  occupancy	
  costs	
  per	
  workstaXon,	
  2012-­‐2016	
  (base	
  case)

Despite	
  occupancy	
  costs	
  growth	
  highest	
  in	
  APAC,	
  flat	
  in	
  real	
  terms

Source:	
  DTZ	
  Research
12

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

APAC average 
occupancy 
cost growth

APAC inflation 
average

US Global average 
occupancy 
cost growth

Europe



-2%
-1%
0%
1%
2%
3%
4%
5%
6%
7%

Half	
  of	
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  APAC	
  office	
  markets	
  to	
  have	
  below
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  cost	
  increases
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Source:	
  DTZ	
  Research,	
  Oxford	
  Economics

Eurozone	
  break-­‐up	
  scenario	
  prompts	
  deep	
  recession

Eurozone	
  GDP
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•	
  Eurozone to break
up

•Greece, Ireland,
Italy, Portugal and
Spain leave single
currency

•Banks suffer
heavy losses

Total	
  Employment,	
  2012

Source:	
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  Research,	
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Eurozone	
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  scenario	
  also	
  impinges	
  on	
  APAC	
  labour	
  markets
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Prime	
  office	
  rents,	
  2012

Source:	
  DTZ	
  Research

Break-­‐up	
  scenario	
  sees	
  office	
  rents	
  fall	
  in	
  most	
  Asia	
  Pacific	
  markets

%y/y
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2012	
  offers	
  short-­‐term	
  cost	
  savings	
  as	
  strong	
  rebound	
  by	
  2016
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• Base	
  case	
  economic	
  growth	
  expected	
  to	
  remain	
  strong	
  in	
  Asia	
  with
moderate	
  inflaXon

• Despite	
  APAC	
  occupancy	
  costs	
  growth	
  high	
  compared	
  to	
  other	
  regions,	
  it
is	
  forecasted	
  to	
  grow	
  below	
  inflaXon	
  in	
  most	
  markets

• Only	
  short	
  window	
  of	
  cost	
  saving	
  opportunity	
  in	
  APAC	
  under	
  downside
scenario	
  as	
  the	
  region	
  gets	
  impacted	
  in	
  short	
  term

20
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Macroeconomic Indicators in 2012 by Region  

Eurozone lags into medium term
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Country GDP variance
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Most likely scenarios

Early recovery

20%

Credible rescue

Eurozone stagnation 

50%

Muddling along

Deep recession

30%

EMU breakdown

Eurozone debt crisis most pressing threat

Global outlook remains highly uncertain

Macroeconomic Indicators in 2012 by Region  



Labour Markets: Outlook for 2012

Corporate sentiment trending downwards

Source: European Commission, September 2011
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* Respondents who answered “don’t know” are not shown

More job losses to come?

% of respondents 

by office 

location*

September 2011; n = 

1,224

June 2011; n = 

1,590

Over the next 6 months, executives expect changes in: 

Increase

Stay the same

Decrease

Workforce size Customer demand Profits
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Labour Markets: Outlook for 2012



Office Supply - Demand/ Vacancy & Net Absorption

Source: Jones Lang LaSalle, October 2011

Pipeline continues to be moderate and under pressure
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Net-absorption is again on a downward trajectory

Source: Jones Lang LaSalle, October 2011
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Rental Rates

Source: Jones Lang LaSalle, November 2011

Prime Rents & Effective Rents 2011 Q3
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Rental Growth

Slowing

Rents

Falling

Rental Growth

Accelerating

Rents

Bottoming Out

Western Europe

Central and Eastern Europe

Middle East & Africa 
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Recovering Markets

Rental spectrum chart

Source: Jones Lang LaSalle, October 2011
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Source: Jones Lang LaSalle, December 2011
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Strategies in a Slow-Growth Environment

Cost saving 

Transformation 

Workplace productivity 

Responding to downsizing 

Responding to M&A

Reporting quickly and accurately 

Agenda



Low growth environment with selective strategic investments authorised

Portfolio optimisation and workplace enhancement to boost productivity

Activity to be churn and event driven and highly selective

Further disposals (challenging) but push towards pre-lets & retrofitting

Market opportunity moving further away from occupiers as year progresses

Key Trends & Risks for 2012

Operating Environment

CRE Agenda

Competition

Choice

Cost 
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Macroeconomic	
  Indicators	
  in	
  2012	
  by	
  Region	
  	
  

US	
  Outlook:	
  Modest	
  Growth	
  But	
  No	
  Recession



Labor	
  Markets:	
  Outlook	
  for	
  2012

US	
  Employment	
  Will	
  Slowly	
  Recover,	
  Back	
  to	
  Peak	
  in	
  2015



Office	
  Supply	
  -­‐	
  Demand/	
  Vacancy	
  &	
  Net	
  AbsorpGon



Rental	
  Rates
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Strategies	
  in	
  a	
  Slow-­‐Growth	
  Environment

•Short-­‐term	
  slowdown	
  in	
  growth	
  will	
  render	
  top	
  line	
  demand	
  and	
  the	
  corporate
operaGng	
  environment	
  more	
  challenging.	
  	
  And	
  the	
  “short	
  term”	
  is	
  a	
  long	
  Gme	
  in
passing.

•Slow-­‐growth	
  will	
  keep	
  focus	
  on	
  cost-­‐containment	
  in	
  the	
  near-­‐term.

•Longer	
  term,	
  the	
  faster-­‐growing	
  markets	
  across	
  the	
  Americas	
  and	
  globally	
  will	
  shape
future	
  business	
  and	
  commercial	
  real	
  estate	
  strategies.

•Access	
  to	
  new	
  markets	
  and	
  new	
  consumers	
  will	
  increasingly	
  push	
  corporaGons	
  to
BRIC	
  countries.

•Low-­‐cost	
  labor	
  in	
  LaGn	
  America	
  (Mexico),	
  Eastern	
  Europe,	
  and	
  Asia	
  will	
  conGnue	
  to
aVract	
  labor-­‐intensive	
  industries.

•Within	
  Americas	
  developed	
  markets,	
  labor	
  specializaGon	
  will	
  drive	
  the	
  CRE	
  strategy
for	
  certain	
  companies,	
  e.g.,	
  Bay	
  Area	
  for	
  High-­‐Technology	
  firms.

•BoVom	
  line:	
  Economic	
  growth,	
  job	
  gains,	
  and	
  demographic	
  trends	
  	
  remain	
  more
favorable	
  in	
  Emerging	
  Markets.



Key	
  Trends	
  &	
  Risks	
  for	
  2012

•Growth	
  will	
  slow	
  across	
  the	
  Americas	
  in	
  2012	
  but	
  the	
  US	
  will	
  avoid	
  a	
  recession.

•Fiscal	
  Lghtening	
  and	
  household	
  deleveraging	
  will	
  conLnue	
  and	
  businesses	
  will	
  increase
hiring,	
  albeit	
  cauLously.

•US/Canadian	
  office	
  market	
  condiLons	
  will	
  improve	
  modestly	
  given	
  the	
  tepid	
  nature	
  of	
  job
gains.	
  	
  Across	
  LaLn	
  America,	
  any	
  new	
  construcLon	
  will	
  be	
  absorbed	
  immediately	
  despite
escalaLng	
  rents.

•Risks:
•The	
  Eurozone	
  sovereign	
  debt	
  crisis	
  and
•Pre-­‐mature	
  fiscal	
  Lghtening	
  in	
  the	
  US	
  (policy	
  error).
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San	
  Francisco	
  /	
  Bay	
  Area
Economic	
  and	
  Office	
  Market

Overview	
  and	
  Outlook

Caroline	
  Green
Director	
  of	
  Research

Northern	
  California	
  and	
  the	
  Pacific	
  Northwest

Cushman	
  &	
  Wakefield



In	
  the	
  wake	
  of	
  CONTINUED	
  ECONOMIC	
  UNCERTAINTY,
many	
  companies	
  are	
  sJll	
  searching	
  for	
  ways	
  to	
  streamline
their	
  operaJons.

VENTURE	
  CAPITAL	
  IS	
  POURING	
  into	
  Bay	
  Area	
  Web	
  2.0
companies,	
  	
  including	
  	
  cloud	
  compuJng,	
  online	
  media	
  and
entertainment	
  	
  companies	
  	
  and	
  soPware	
  firms.

Workforce	
  DEMOGRAPHICS	
  are	
  profoundly	
  influencing	
  how	
  companies	
  are
managing	
  and	
  invesJng	
  for	
  their	
  future.

Economy	
  is	
  EXPANDING	
  and	
  undergoing	
  another	
  TRANSFORMATIONAL	
  SHIFT

«

«

«

Macroeconomic	
  Indicators	
  in	
  2012



NASDAQ

This	
  cycle	
  is	
  different
than	
  last	
  cycle

Source:	
  Moody’s	
  AnalyJcs,	
  Cushman	
  &	
  Wakefield	
  Research



Tech	
  IPOs

619	
  TECH	
  IPOs
between	
  98-­‐00

84	
  TECH	
  IPOs
between	
  ‘09-­‐’11

Companies	
  are	
  not
chasing	
  IPOs,
but	
  users

Source:	
  Renaissance	
  Capital,	
  Cushman	
  &	
  Wakefield	
  Research



Impact	
  and	
  Scope	
  of	
  Technology

Source:	
  Cushman	
  &	
  Wakefield	
  Research,	
  World	
  Bank,	
  Facebook

If	
  Facebook	
  was	
  a	
  country,	
  it	
  would	
  be
the	
  third	
  largest	
  country	
  in	
  the	
  world

CHINA:	
  1.3	
  billion

INDIA:	
  1.2	
  billion

FACEBOOK:	
  800	
  million

U.S.:	
  310	
  million

INDONESIA	
  :	
  240	
  million

BRAZIL:	
  200	
  million



Labor	
  Markets:	
  Outlook	
  for	
  2012

7

New	
  Jobs	
  per	
  Year
2012f:	
  19,000	
  (2.0%)
2013f:	
  16,600	
  (1.7%)
2014f:	
  34,500	
  (3.5%)
2015f:	
  36,700	
  (3.6%)

41.2% 9.5% 8.3% 8.2% 6.1% 3.5%

Current	
  Tenant	
  Requirement	
  of
4.0	
  million	
  square	
  feet
by	
  sector	
  compared	
  with

Forecasted	
  Employment	
  Rates

Source:	
  Moody’s	
  AnalyJcs,	
  Cushman	
  &	
  Wakefield	
  Research



Office	
  Supply	
  –	
  Demand/Vacancy	
  &	
  Net	
  AbsorpZon

6.5	
  msf	
  leasing	
  acJvity	
  represented
9%	
  of	
  the	
  stock	
  in	
  San	
  Francisco

2.3	
  msf
posiJve

absorpJon

11.4%	
  overall
vacancy	
  rate	
  9.7%	
  in

the	
  CBD

7.7	
  msf	
  leasing	
  acJvity	
  represented
17%	
  of	
  the	
  stock	
  in	
  Silicon	
  Valley

2.6	
  msf
posiJve

absorpJon

14.8%	
  overall
	
  vacancy	
  rate

Source:	
  Cushman	
  &	
  Wakefield	
  Research



Rental	
  Rate	
  Growth

Rental	
  Rate	
  Growth	
  Reflects	
  Direct	
  Class	
  A	
  Space
Source:	
  Cushman	
  &	
  Wakefield	
  Research

80.4%
Increase

58.3%
Increase

19.1%
Increase

53.4%
Increase

FORECAST



Recovering	
  Markets

San	
  Francisco	
  and	
  Silicon	
  Valley	
  are	
  leading	
  the	
  recovery.

San	
  Francisco	
  Peninsula	
  is	
  recovering
Leasing	
  acJvity	
  of	
  5.2	
  msf	
  represented	
  14%	
  of	
  the	
  total	
  stock
Vacancy	
  rate	
  declined	
  to	
  11.6%	
  in	
  2011	
  from	
  15.5%.

Oakland	
  is	
  gaining	
  tracZon	
  as	
  the	
  vacancy	
  rate	
  dropped	
  nearly	
  150	
  bps	
  to	
  17.6%
and	
  is	
  expected	
  to	
  reach	
  10-­‐year	
  average	
  vacancy	
  rate	
  by	
  3Q	
  2013.

Walnut	
  Creek	
  showing	
  signs	
  of	
  improving	
  as	
  absorpJon	
  posted	
  posiJve	
  2.8
million	
  square	
  feet	
  in	
  2011	
  and	
  the	
  outlook	
  is	
  favorable.

Sacramento	
  will	
  be	
  the	
  last	
  to	
  recover	
  and	
  is	
  facing	
  headwinds	
  given	
  the
government	
  sector.	
  	
  	
  



REVISIT	
  workplace	
  design	
  to	
  focus	
  on
collaboraJon,	
  interacJon	
  and	
  greater
efficiencies.

ADAPT	
  to	
  current	
  technology	
  	
  to
encourage	
  producJvity.

Given	
  the	
  forecast	
  for	
  growth,
LOCK	
  IN	
  SPACE	
  now.

«

Strategies	
  in	
  a	
  Slow-­‐Growth	
  Environment

«

«

Source:	
  Cushman	
  &	
  Wakefield	
  Research



Key	
  Trends	
  &	
  Risks	
  for	
  2012

Risks:
•Economic	
  slowdown
•Lack	
  of	
  venture	
  capital	
  funding
•Financial	
  crisis
•LACK	
  OF	
  AVAILABLE	
  SPACE

Lack	
  of	
  Large	
  Blocks	
  of	
  Space Limited	
  ConstrucZon

Source:	
  Cushman	
  &	
  Wakefield	
  Research

Trends:
•RenovaZon	
  of	
  older	
  buildings
•Revamping	
  exisZng	
  space
•More	
  movement	
  to	
  urban	
  core
•ConstrucZon	
  increasing

FORECAST



PANEL DISCUSSION



Q&A


