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Taipei Office Absorption (2009 Q2)
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Taipei Office Absorption & Vacancy (by district, 2009 Q2)
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RENTAL ANALYSIS

As expected, rental rates continued their downward trend, accompanied by widening room for price negotiation.
Asking and achievable rentals edged down to NT$2,005/ping/month and NT$1,787/ping/month in 2Q2009, respec-
tively, and the room for negotiation climbed further to 10.91%. Looking at grades and districts, the rental rate of Pre-
mium Grade and Grade A space saw the most significant rental drops, at 3.04% and 2.91%, respectively. In other
districts, rentals declined moderately by between 0.5% and 1.5% in general.

2009 Q2 TAIPEI'S OFFICE RENTS

Premium Grade Grade A Grade AB Grade B

092 091 09Q2  09Q1  09Q2  09Q1  09Q2  09Q1
Overall Average 2,775 2,811 2,229 2,246 1,781 1,803 1,513 1,527
MS-TNDistict 2233 2300 2310 2310 1929 1945 1571 1,607
Tun-S District - 2050 2950 2325 2325 1833 1883 1628 1634
Hsin-YiDistict 3,030 3125 2457 2471 1657 1643 1410 1430
NK-SCDistict ~ None ~ Nome 2025 2083 1759 1791 1514 1521
NK-4/5District  Nome  None 1850 1850 1567 1600 1395 1395
WestDistrict None  Nome 2088 2113 1633 1633 1486 1500
JAHSDistrict  None  None 2000 2000 2000 2000 1518 1527

Source : Colliers International Taiwan Branch

Taipei Prime CBD Office Effective Rental (by district, 2001-2009Q2)
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Taipei CBD Office Effective Rental (by grade,2001-2009Q2)
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Taipei Prime CBD Office - Room For Negotiation: 2001-2009 Q2
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Taipei Office Rents & Vacancy Rates (by district, 2009 Q2)
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INVESTMENT MARKET

The investment market seemed to recover slightly in 2Q2009 compared to the previous quarter. Taking into account
such major transaction deals as Shin Kong A11(by Fubon Life), IBM Building and Chong-Sheng Building (by Nan
Shan Life), a serviced apartment building located in TienMu area (sold by Taiwan Life) and some other strata-titled
transactions, the lump sum amount reached NT$24.5 billion this quarter, a significant growth of 85% compared to a
year ago. In particular, in the first half of 2009, the transaction volume totalled NT$34 billion, up 30% y-o-y.

In addition to Shin Kong A11, the most notable case was Nan Shan Life’s acquisition of Ming-Shen Financial Build-
ing, which was acquired by Mayer Steel, Der-An Group and Taiwan Fire & Marine Insurance at the end of 2007 for
NT$7.3 billion. After 18 months, the subject property was handed over to Nan Shan Life for NT$8.2 billion, a 12%
appreciation in capital value and a rental yield that dropped below 4%. It has been shown that income-generating
commercial properties with single ownership are the best investment options for insurance companies in an uncer-
tain economy.

Classified by investment categories, the transaction volume of retail and office properties increased significantly,
replacing industrial offices as the mainstream deals in first half of 2009, accounting for 47% and 44 %, respectively.
Furthermore, Shin Kong A11and Ming-Shen Financial Building occupied 80% proportion.

Currently, the major players in Taiwan’s investment market are still local insurance companies. PE funds or some
cross-border institutional investors, which used to be active in the global market, are rare in Taiwan’s market as
they have suffered greatly from the financial turmoil since 3Q2008. Investments by foreign parties usually depend
on how the macro economy is faring. Economic forecast institutions expect 2Q2009 to be the bottom of the global
economy, with a slight recovery from 3Q2009. If this happens, the cross-border institutional investors or PE funds
will return to the Taiwan market once such major economies as Europe and the US recover from the recession.
Looking forward, we expected that the growth of transactions price would still exceed the rentals’ and the rental
yield continuously decreases next quarter. Currently, the main retail property investors are still domestic life insur-
ance groups, as noted above and it will take some time for primary foreign investors to return to the market. More-
over, the easing of investment by China enterprises and the closer cross-Strait economic relationship will create
more investment opportunities in logistics properties, hotels and retail properties with a stable revenue, as well as

office buildings, in the future.

2009 Q2 TAIPEI'S OFFICE RENTS

Ranking ($) Subject Property investor (NTQI::: ::::Iion) Date
1 Shin Kong A11 Fubon-ING Life 116 2009Q2
2 Ming-Shen Financial Building Nan Shan Life 82.01 2009Q2
4 Chong-Sheng Building (11-15F) Nan Shan Life 12.74 2009Q2
5 Industrial- Office Building in Hsinchu City Kingston Technology Company 1.7 2009Q2
6 Chengde Office(B3~7F) Yuanta Commercial Bank /Securities 9.06 2009Q2
8 One serviced apartment in TienMu Citizen 5.2 2009Q2
3 Shin Kong JhongShan Building Mega International Commercial Bank 38.02 2009Q1
7 TOKYO(Industrial- Office Building in Neihu) | MiTAC Inc. 5.98 2009Q1
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NEIHU TECHNOLOGY PARK

The total stock of the Neihu Technology Park was up to 738,000 ping in 2Q2009. In terms of demand, the trend for
cutting space and relocation to the outskirts has softened, with the negative net absorption improving to -486 ping
compared to the past quarters, and the vacancy rate climbing slightly from 16.02% to 16.36%.

Thanks to the opening of the MRT Neihu Line in July, rentals grew slightly to NT$1,107/ping/month, an increase of
18 bps compared to the previous quarter. In addition, as the momentum of the capital market is active, the average
capital value also saw an upward trend, rising from NT$313,000/ping to NT$322,000/ping, a 3.03% growth com-
pared to 1Q2009. The larger fluctuation in capital values also implies that the investment market is more likely than
the leasing market to be affected by sensational news stories or policies.

Going forward, although rentals could remain stable or grow slightly in the short term due to the operation of the
MRT Neihu Line, it will be hard for the vacancy rate to improve, thanks to the upcoming new supply. In the longer
term, the leasing demand brought about by Mainland enterprises due to the easing of investment by the Mainland
means a promising rental and vacancy rate performance in the future.

NEIHU TECHNOLOGY PARK MARKET KEY INDICATORS

Market Indicators 09 Q2 09 Q1 Change (qoq)
Average Rent (NT$/ping) 1,107 1,105 0.18%
Total Stock (ping) 738,285 735,852 2,433
Total Absorption (ping) 617,507 617,993 -486
Average Vacancy Rate 16.36% 16.02% 0.34%
Average Rental Yield 4.12% 4.23% -0.1%
Develop / Total Area 81.01% 81.33% -

Source : Colliers International Taiwan Branch
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OUTLOOK

In terms of market outlook, due to the slowdown of the global economy, the demand for office space has fallen,
resulting in negative growth in the absorption rate. However, the decreasing trend in this quarter was alleviated
slightly and demand over the next six months is expected to increase slightly. Nevertheless, the vacancy may take
at least two years to diminish since the growth in demand will not be large in the near future. The most exciting
news is the easing of the policy governing investment by Mainland China enterprises in Taiwan, which will undoubt-
edly be beneficial to the market, although it may take until mid-2010 to see whether huge amounts of space are
absorbed by Mainland enterprises.

With regard to rental levels, the overall market supply still exceeds demand, although the market has recovered
slightly. It is anticipated that market rentals will remain stable over the next two years.

ping Taipei CBD Office Annual New Supply, Take Up & Vacancy Rates (2000-2010)
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266 OFFICES IN 56 COUNTRIES ON 6
CONTINENTS

USA 95

Canada 17

Latin America 17
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Managing Director

B Rents —Vacancy Rate 49F, TAIPEI 101 Tower No. 7, Xin Ti
Road Sec 5 Taipei 110, Taiwan R.O.C.
Tel: 886-2-8101-2000

Fax: 886-2-8101-2345
Email:andrew.liu@colliers.com

Eilleen Liang

Researcher

49F, TAIPEI 101 Tower No. 7, Xin Ti
Road Sec 5 Taipei 110, Taiwan R.O.C.
Tel: 886-2-8101-2000 ext.191

Fax: 886-2-8101-2345

Rental and Vacancy Rate in Neihu Technology Park Email:eilleen.liang@colliers.com

This report has been prepared by Colliers Interna-
tional Consultants Limted Tawiwan Branch for gen-
eral information only. Information contained herein
has been obtained from sources deemed reliable
and no representation is made as to the accuracy
thereof. Colliers International does not guarantee,
warrant or represent that the information contained in
this document is correct. Any interested party should
undertake their own inquiries as to the accuracy of the
information. Colliers International excludes unequivo-
cally all inferred or implied terms, conditions and war-
ranties arising out of this document and excludes all
liability for loss and damages arising there from. This
report and other research materials may be found on
our website at www.colliersmn.com.
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