	Press Release 
	[image: image8.jpg]





[image: image1.emf]0

20

40

60

80

100

 -

 300,000

 600,000

 900,000

 1,200,000

 1,500,000

Department store Shopping centre Retail podium

Average rent Occupancy

Source: Savills Research & Consultancy

VND/m

2

/mth

%


	
	a



11/10/2016
SAVILLS REPORT ON HCMC REAL ESTATE MARKET
Q3/2016
1. Retail: New CBD Supply Meets Strong Demand
Retail stock was 1,160,000 m2, increasing 10% quarter-on-quarter (QoQ) and 22% year-on-year (YoY) due to new supply of 131,500m2 and withdrawal of 26,500m2.

The average gross rent increased 4% QoQ, mostly from the good performances of the reopened Saigon Centre and the newly opened Aeon Mall Binh Tan shopping centres. The average occupancy was 93%, stable QoQ and YoY. Shopping centre occupancy increased 1 ppt QoQ, retail podium decreased -3 ppts and department store was unchanged.
Retail market performance
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The new CBD supply was quickly absorbed despite the high rent, reflecting strong demand for space in a fresh and prestigious retail project. The repositioning of Union Square – a high-end project, revealed the fiercely competitive nature of the CBD.
2. Office: Scarcer Vacancy, Higher Rent

In Q3/2016, one small scale Grade C project entered the market while a Grade B building withdrew for renovations. Office stock was 1,580,000 m2, stable QoQ and increasingly scarce.

Overall performance continued to improve due to the lack of any new supply. Average occupancy was up 1 ppt QoQ and 5 ppts YoY, reaching 98 percent. Average rent increased 1% QoQ and 5% YoY.
Office market performance
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New take-up was predominantly drawn from Grade B and C projects, accounting for 97% of all newly leased office space. Grade A was the best performer with increased rents of 4% QoQ to VND1,070,000/m2/month (US$48/m2/month).
3. Serviced apartment: Demand Catches Up to Q2 Supply

The total serviced apartment stock was approximately 4,540 units from 83 projects, relatively stable QoQ due to the re-entry of one Grade C project in Phu Nhuan with five units and up 4% YoY.

All grades showed marginal quarterly performance improvements. The average occupancy was up 3 ppts QoQ and 2 ppts YoY to 84%, with Grades A and B enjoying the strongest occupancy increases.
Serviced apartment market performance
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The average rent improved since Q1/2016, marking the recovery from three consecutive years of downward adjustments. The average rent was VND 529,000/m2/month (US$24/m2/month), relatively stable QoQ but up 2% YoY. 
Competition from a large future supply of high-end buy-to-let apartments will create pricing pressure. From Q4/2016 to 2018, 12 serviced apartment projects providing 2,150 units are expected to enter the market. The CBD will remain the investment hotspot, accounting for 64% of the total future supply till the end of 2018.

4. Hotel: Arrivals Up Despite Rain

One 3-star hotel with 72 rooms re-entered the market after completing renovations and another 3-star withdrew 54 rooms for renovation. The HCMC hotel stock stood at 15,400 rooms from 125 projects, stable QoQ but up 8% YoY.

Average occupancy was approximately 65%, rising 1 ppt QoQ and 3 ppts YoY. The ARR was VND1,829,000/room/night (US$82/room/night), decreasing -2% QoQ due to 5-star decreases of -2% QoQ but increasing 9% YoY.
Hotel market performance
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In 8M/2016, HCMC welcomed more than 3.1 million international visitors, increasing 26.5% YoY and accounting for 49% of arrivals to Viet Nam.

From Q4/2016 to 2018, more than 2,800 rooms from 14 new projects will enter market. Nearly 600 rooms from five 3 to 4-star hotels entering in 9M/2016 are awaiting rating approval.
5. Apartments: Bolstered Grade C Sales 
Eleven new projects and the next phase of one active project launched, supplying more than 4,600 units, representing a significant decrease of - 47% QoQ. There were approximately 40,300 available units across all grades.

Sales reached 7,500 units, increasing 7% QoQ and 43% YoY. Absorption was 19%, increasing 2 ppts QoQ and YoY due to good Grade A and C performances. Grade A had the highest absorption at 34 percent. Grade C transactions increased dramatically by 15% QoQ. In Q3/2016, Grade B sales decreased -12% QoQ after six consecutive quarters of increases.
Apartment market performance
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From Q4/2016 to 2018, over 50,000 units are expected to enter the market.
6. Villa & Townhouse: Record Breaking Performance

Six new projects and the next phases of five existing projects provided approximately 1,100 dwellings to the primary market. The primary stock reached approximately 3,800 dwellings, up 19% QoQ and 128% YoY. 
Sales increased 49% QoQ and 193% YoY due to good performances of the new projects. Townhouses dominated with 71% of total transactions. Absorption was 32%, up 7 ppts QoQ and 8 ppts YoY.
Villa & Townhouse primary stock
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*: Others includes D.8, Binh Thanh, Phu Nhuan and Cu Chi 


Districts 2 and 9 continued to outperform other districts, cumulatively accounting for 51% of sales. Well-developed infrastructure and urban planning supported strong sales in the east of HCMC. Projects with credible developers, appropriate pricing and a wide range of facilities remained key criteria of buyers.
-ends-
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Savills Vietnam
Savills Vietnam is the largest and most experienced real estate practice with offices in Hanoi and Ho Chi Minh City. The company provides comprehensive property services such as: Residential Sales, Commercial Leasing, Residential Leasing, Research & Consultancy, Valuation & Feasibility Study, Banking & Corporate Services, Investment Brokerage & Advisory, Retail Consultancy & Leasing, Property & Asset Management, Tenant Advisory & Representation, Industrial Consultancy & Leasing, Marketing & Creative services. Savills Vietnam has won the Asia Pacific Property Awards 2016 - 2017 for “Best Real Estate Agency in Vietnam”, and “Best Property Consultancy in Vietnam”. With over 20 years of operations and growth in Vietnam, Savills is proud to be the most established real estate consultancy firm, providing the most comprehensive data and insights of the local property market development. Currently, Savills Vietnam consists of over 800 experienced and professional staff nationwide and keep expanding further.
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