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How Bad Is The Redl
Estate Market’s Cold?

Average high-end Condominium Price Prime Condominium Rent Prime Office Rent Prime Retail Mall Rent
$ 3,041/5QM $13.18/sQM $25.50/sQM $36.95/5QM
*Arrows indicate change from the previous quarfer.
HIGHLIGHTS OVERVIEW

As the Covid-19 pandemic continues to impact
Cambodia’s real estate industry, the economic fallout
from the second quarter’s disruption is yet to be fully
most sectors

realised. Rents and prices across

continue a negative trajectory.

However, the number and the value of investment
the Land
Urban Planning and Construction

projects approved by Ministry  of
Management,
continue to grow, an increase of 21% in terms of

value y-o-y.

Over the course of Q2 2020, the market witnessed
three new launches of condominium projects across
three districts, and price adjustments in all the
segments.

The retail and office sectors both saw increased
supply and downward pressure on rents. Industrial
and land continue broadly on a stable trajectory.

Figure 1: Approved Investment into Construction, Value and Number
of Projects (02 2016 — Q1 2020E)
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Since the end of March 2020, the outbreak of Covid-
19 has caused further global disruption. Cambodia
has detected 141 cases across the country according
to figures from the Ministry of Health, with 131
recoveries and 0 deaths, as of 30" June 2020.
Cambodia has managed to contain the outbreak on
the back of government measures to test and
monitor inbound travelers and limit the opening of
schools and some leisure industries deemed high-

risk.

Over the course of Q2 theses changes have impacted
the real estate market somewhat further than
initially seen in Q1, with the affects notable in
adjusted rental rates and sale prices. Both the
hospitality and retail sectors have been negatively
impacted further this quarter with much of the
demand falling away emphatically. Locally driven
markets; including the land investment market and

landed property segment, remain the most active.

Over the quarter, there has been further development
of

construction supply-side issues witnessed in Q1 have

infrastructure across the country and the
somewhat abated. The beginning of economic
recovery in China has proved positive for Cambodia,
with beginning to to both
Sihanoukville and Phnom Penh. Whilst the global

investors return
travel restrictions are causing delays, it seems the

international interest has begun to return.

Due to a dearth of transactional evidence in both the
commercial and land markets, price discovery has
become increasingly difficult and thus the true

impact of the pandemic is still yet to be seen.
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SUPPLY

Q2 2020 saw no completions, leaving the total
condominium supply unchanged from the previous
quarter. Whilst some projects are moving towards
practical completion, most completions expected for

2020 are now forecast for the end of the year in Q4.

Three new launches were announced over the
quarter including Leedon Heights, Le Condé BKK1 and
Grand Condo 7.

Despite the concern of the coronavirus outbreak,
well positioned projects managed to build
confidence through strong sales performance, with
Leedon Heights performing especially well with both

domestic and off-shore sales.

SALE PRICES

Over the course of Q2 2020, the market witnessed a
further downward correction of sales prices in both

the mid-range and high-end segments.

The mid-range sales prices weakened by 4.6%, while
the high-end sector adjusted downward by 4.0%. The
affordable sector held steady with an adjustment of
only -0.65% bringing the average sales price in this

segment to US$1,539 per square metre.

There was a rise in the number of short-term
discounts offered by developers this quarter, as well
as some softening in negotiations which have
widened the gap between quoting and achieved

prices.

CONDOMINIUM RENTS

During Q2 2020, rental values across both mid-range
and high-end sectors came under pressure, leading
to negative adjustments of 5.71% and 7.25%,
respectively. Rents averaged US$11.12 per square
metre in the mid-range and US$13.18 per square

metre in the high-end segments.

Whilst there has been a negative correction across
almost the entirety of the condominium market, the
extent of the Covid-19 pandemic is far from over. It is
likely rents will remain under pressure until travel
restrictions ease, and this impact will be

compounded by the forecast supply growth.

Figure 2:
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Figure 3: Average Price Per SQM of Phnom Penh Condominiums

(Q1 2017 — @2 2020)
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Figure 4: Monthly Rents and Average Rents Per SQM Per Month of
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Figure 5: Phnom Penh Centrally-owned Office Supply by Grade and
Average Percentage Occupancy Rate (2009 — 2020F)
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Figure 6: Phnom Penh Office Average Quoting Rental Rates
(USD/SQM/Month) (2012 — Q2 2020)*
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Source: CBRE Research, Q2 2020

Figure 7: Strata-Title Office Supply (2018 — 2022F)
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SUPPLY & OCCUPANCY

Phnom Penh centrally-owned office saw the

completion of five new projects in Q2 2020.

Amass Central Tower, located in Boeung Keng
Kang completed providing 7,500 square metres of

Grade B office space.

The completion of four Grade C buildings,
located in Chamkarmorn, Boeung Keng Kang,
Mean Chey and Duan Penh added approximately
19,600 square metres to the total Grade C supply,
equating to supply growth of 9.45%.

During the second quarter of 2020, there were no

new launches of centrally-owned office.
However, the market is expecting an additional
64,000 square metres of additional supply by the

end of the year, spread over the three grades.

Over the quarter, the average occupancy rate saw
a downward adjustment of 4.51%. This was
primarily due to new supply in the market and a
lack of transactional activity outside of lease

renewals.

RENTS

By and large the rental rates across the Grade B

centrally-owned  office  sector  corrected
downward with Grade B CBD & NCBD rents
slipping, 3.14% 2.89%

However, Grade C CBD and Grade C-NCBD both

and respectively.

adjusted upwards by nearly 8.00% and 4.50%,

respectively.

Rental movements reflected vacancy levels in
with the Grade C

continuing to see relatively low vacancy.

each segment, sector

STRATA-TITLE SUPPLY

One new strata-title office completed this
quarter; The Legacy Office in Chroy Changvar,
which added a total of 27,000 square metres to
the total supply.
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Figure 8: Phnom Penh Retail Supply (2009 — 2020F)
The impacts of Covid-19 on the retail sector has

caused a delay to new supply. Retail developers i
have pushed back their opening plans later into Zgg'ggg I
H2 2020, 2021 and further. However, some of the 700:000 I
planned supply in the retail sector expected to 600,000 i
complete in 2020, have found it difficult to delay 500,000
opening, as contractual obligations and tenant 400,000 L]
fit-out have already begun. 300,000 3 |

200,000 -
Whilst the forecast supply for 2020 has fallen, 100,000 I I I I I I
there remains 47,968 square metres of o BN (| I
community mall supply still expected by end of S22 IT 2 ERZTS =SS
2020, the majority of which is comprised of three ISSh:)C\‘)ppE I\i”ﬁ SESS ;?‘SSp[ﬂgng%ni S
projects. Community Mall = Retail Podium

The completion of Khalandale Mall added 12,000 Saurce: CBRE Resaurh, 02 2020

1 i 0,
square metres during Q2, representing a 24% Figure 9: Quoted Retail Rental Rates by Type (USD/SQM/Month)*

increase in completed community mall supply,

and 3.71% q-o-q increase in total supply. $60.00
RENTS $50.00
_ , , $40.00
This quarter was especially challenging for the
retail sector. Whilst Cambodia had very limited $30.00 I$28- 4
restrictions in terms of lockdown and domestic 526.03 82623
travel disruption, the footfall in most retail 52000 P2
centres reportedly dropped significantly. This led $10.00
to a fall in rent of 11.7% for shopping malls and Prime Prime Retail ~ Community ~ Prime High
2.48% for retail podiums. Shopping Mall  Podium Mall Street

* Prime quoting rents for ground and 1% floor space, exclusive of service
charge

As at 27 June 2020, Google mobility indicators
Source: CBRE Research, A2 2020

suggested footfall for retail and recreation is still

down -17% on pre-coronavirus levels. However, Figure 10: Vacancy Rate of Phnom Penh Retail Supply (2009 — Q2 2020)
this is a significant improvement from earlier in 10,009
the quarter where on 16 May 2020 Google pad
recorded -25% and in mid-April -42%, the lowest 35.00%
recorded since the outbreak began. 30.00%
25.00%
VACANCY
20.00%
Over the quarter average vacancy in the retail 15.00%
sector pick up slightly to 10.20%, a 0.09% up- 10.00%
tick from Q1 2020. However, both the ongoing
. 5.00%
pandemic and forecast supply have put pressure
on retail landlords, with many operating assets 0.00%

with secured longer term tenants having

1 2020
02 2020

negotiated temporary assistance measures in

. Source: CBRE Research, Q2 2020
order to retain occupancy.
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2020F)
2,000 - 45% During the second quarter of 2020, there were no
1,800 40%  new completions within the serviced apartment
1,600 35% sector in Phnom Penh. The sector also saw no
}ggg 30% new project launches. The current supply stands
]: 000 25% at 2,725 units.
800 20%
600 15%  RENTS
400 10%
200 5% Q2 2020 saw a downward adjustment in rental
0 i 0% rates in both Grade A and Grade B serviced
S = apartments to US$19.24 and US$15.42 per
square metre, respectively, equating to a
negative adjustment of -13.45% and -10.08%
Source: (BRE Research, 2 2020 compared to H2 2019.
Figure 13: Average Serviced Apartment Rental Rates Negotiations on rental rates for tenants who
(USD/sam) provide 3 to 6 months upfront rent have been
Grade A Grode B agreed. Demand has fallen within the sector, as
530 530 many foreign tenants vacated earlier in the
$25 $25 quarter.

20

Hotels entering the long-term lease market have
815 315 added additional pressure on serviced
$10 $10 apartment operators. The effective increased

supply of stock and reduction in demand has
% % helped to drive down rental rates in the sector
S0 S0 further.

H22019  H12020  H22019 H12020
m== Rental Runge Per Month ™= Rental Range Per Month The easing of entry requirements coupled with
(6rade A) (6rade B) the gradual opening of schools in Cambodia is
Source: CBRE Rescarch. 2 2020 expected to encourage expatriates to return to
. ' Phnom Penh.

Figure 14: Distribution of Serviced Apartment Supply by

. DISTRIBUTION
Location

As there were no completions or closures over
the course of the quarter the distribution of
serviced apartments remain unchanged since
H2 2019.

BKK1 remains the focus for supply, with the

other central districts of Daun Penh and Tonle

Bassac making up a further significant
proportion. Toul Kork is projected to take a

= BKK] = Daun Penh = Tonle Bassac larger share of supply moving forward.

Tuol Kork Tuol Tumpoung = QOthers

Source: (BRE Research, Q2 2020
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Figure 15: Cambodia Exports and Imports 2010 — 2020F (Billion USD)
According to the World Bank, the exports of

garments, footwear, and travel goods grew by @ 30
7.5% in Q1 of 2020, down from 17.7% in 2019, :3 25 -
due to the global COVID-19 outbreak. It is 2 .‘
anticipated that much of the economic impacts 5 »
from the on-going pandemic will continue to be
felt in the industrial sector throughout the rest 10
of 2020, leading the country’s total exports to a 5
forecasted decline of 16% y-o-y.

S22 ER2ESs
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RENTS

—@— Exports =@ Imports
In the second quarter of 2020, no significant Source: World Bank, Q2 2020
increases in rents were identified. The highest
rents for ready-built factories were found within
SEZs where rents range between US$2.80 - Figure 16: Quoted Industrial Rental Rates by Type (USD/SQM/Month)*
US$5.00 per sqm per month, a result of the
demand for well established infrastructure 5
available at SEZs. The lowest rents for ready-
built factories were found within predominantly %
industrial locations on the city’s fringe, where “
quoting rents are US$1.80 - US$2.50 per square 3 -
metre. Rents for built-to-suit space range 52 L
between US$1.80 per square metre per month S
for a warehouse or factory of minimal S0
specification to US$5.00 per square metre for SEZs  Industrial Parks ~ Standalone  Build-to-Suit
space of international quality or for specialist (OUT.Sker,
Industrial Area)
uses.
I Rental Range for Ready-Built Rental Range for Build-To-Suit

LAND PRICES Source: (BRE Research, Q2 2020

Land values have been on the rise within the

inner city over the past six years. Values along
Figure 17: Indicative Land Value (USD/SQM)

56,000
$5,000 I

roads such as Street 2004 and Veng Sreng have

become too high to accommodate industrial

uses. Hence, industrial locations have been

moving further out of Phnom Penh. $4 000

. . , $3,000 s
Locations such as National Road 3, National _/ ’/
$2,000

Road 4 and Ring Road 3 have become the new

centres of industrial and logistics real estate. $1,000 f

These roads provide good connectivity to the %0
main import and export hubs in the country. == Z2=ZZ=Z=2Z88
TN N N N N N N N N N N N
==
Overall, land prices in Phnom Penh remained ?thnkljenh %hGPKkG{(mon
. . . . okara oul Kor
broadly flat during Q2. Price discovery in the Russey Keo Sen Sok
segment is difficult due to a dearth of Chroy Changvar
transactions.
Source: (BRE Research, Q2 2020
Q2 2020 CBRE Research © CBRE Cambodia 2020 | 6



CBRE

Cambodia
Part of the CBRE dffiliate network PHNOM PENH DISTRICTS MAP

-

Chroy Changvar

Sen Sok

Por Sen Chey

Toul Kark Daun Penh

Boeung Keng
Kang

Chamkatmory

Mean|Chey

Chbar Ampov

Dangkao

KEY INDICATOR SUMMARY

GDP GROWTH | Y-0-Y GROWTH (%) FDI | (USS BILLIONS)
2018
2019
2020f
2021f
-2 0 2 4 6 8 0 1 2 3 4
Source: World Bank Source: World Bank
REALESTATE INDICATORS 2018H1 2018 H2 2019H1 2019 H2 2020H1
High-End Condo Sale Prices 3,211 3,260 3254 3,184 3041V
Prime Office Rents (USS/SQM) 255 25.6 25.6 25.6 VAL 4
Prime Retail Mall Rents (USS/SQM) 400 371 358 38.31

To learn more about CBRE Research, or to access additional research reports, please
scan the QR Code or visit our website at www.chre.com.kh/research-center
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STAY INFORMED
STAY AHEAD

Subscribeto our market report now
and receivethe latest, most in-depth
intelligence on Phnom P e n hreals
estatemarket

A WIDE RANGE OF SECTORS COVERED

LAND & DEVELOPMENT COMMERCIAL RESIDENTIAL SUPPORTING FIELDS

A LAND VALUE TRENDS A OFFICE A CONDOMINIUM ECONOMY
A REAL ESTATE DEVELOPMENT A RETAIL A SERVICED APARTMENT INFRASTRUCTURE
TRENDS A INDUSTRIAL A LANDED PROPERTY TOURISM
LEGISLATION

PHNOM PENH MARKET REPORT

Accurate and comprehensive data and analysis are crucial for informed decision making, especially in a rapidly
growing market such as Phnom Penh. CBRE Cambodia is proud to introduce our Subscription Report as a one-stop
solution for timely market-leading information and analysis to support decision making in development and
investment.

Our Subscription Report for Phnom Penh Real Estate Market is an all-new platform offering subscribers access to
CBRE’s market leading in-depth research. The bi-annual report is prepared by CBRE Cambodia’s property experts,
offering insights and detailed data to help drive decision making. Whether you are an investor, real estate developer
or an occupier, our report can help you by providing thorough market data, case studies, information of what’s
coming up next and our experts’ comprehensive analysis on opportunities and challenges in each market sector.
Subscribe now and ensure you have the data needed to make confident, informed, real estate decisions.

For further information, please contact:

James Hodge Kinkesa Kim
Senior Director Senior Manager
asia paciFic B Asia PaciFic +85589 333722 +855 95 777 582
PROPERTY B PROPERTY james.hodge@cbre.com kinkesa.kim@cbre.com
AWARDS g AWARDS
REAL ESTATE REAL ESTATE KemsokiryOuch SonicSovuth
in association with in association with Analyst Senior Analyst
+855 85 444 284 +85595 777 982
Standard sokiry.ouch@cbre.com sonic.sovuth@cbre.com
CBRE Cambodia T+855 23 964 099
10 Floor, Keystone Building, F+855 23 964 088
#146 Norodom Blvd, Sangkat Tonle Bassac, cambodia@cbre.com
2019-2020 2019-2020 Khan Chamkarmon, Phnom Penh, Cambodia www.chre.com.kh

To learn more about CBRE Research, or to access additional research reports,
please visit the Global Research Gateway at www.cbre.com/researchgateway

Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy,
we have not verified it and make no guarantee, warranty or representation about it. It is your responsibility o confirm independently its accuracy and complefeness.
This information is presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot be reproduced without prior
writfen permission of CBRE.



