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Insights & recommendations

The first half of 2022 had property activities
moving with better-than-expected results. First Half 2022 Yangon Property Indicators (Premium and Grade A)

Although the market remains sluggish, subtle

improvements have been especially noticeable Headline Indicators H1 2022 H1 2022 2022F
across the commercial sectors. (Premium/ Grade A) HOH Change YOY Change YOY Change
Gradually unfolding from the impact brought Office Ave. Rent -5% -23% -3%
about by the COVID crisis, business confidence

is starting to show signs of resurgence. Mobility Retail Ave. Rent -8% -13% -2%
especially in the office and retail markets have Serviced Apartment Ave. Rent 2% -19% 7%
in fact greatly improved compared to year-ago

levels. Hotel ADR -8% 35% -8%
With Myanmar opening-up to international Industrial Land Ave. Rent -2% -5% -3%
arrivals, some foreign business have also . .

returned, artificially sating demand for the hotel Commercial Land Ave. Sales Price -4% -22% -3%
and serviced apartment markets. Big-ticket Condominium Ave. Selling Price -3% 7% 1%
investment decisions may however remain

shelved in the near term, but investors are Source: CIM Property Consultants

hopeful towards further stability.

We continually recommend stakeholders to
conduct thorough market due diligences; and
advise investors to seek opportunities in
various or new assets classes while adopting a
rather long-term optimistic, yet cautious views.
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Yangon office occupancy and net take-up rates Yangon retail occupancy and net take-up rates
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NOW proviaes o . ) . .
@ i P S Majority of the businesses have started returning to normal operations with - Retailing activities have gradually improved in H1 2022 with majority of the
urther avenue Q foot traffic in major office buildings rising. However, given market uncertainties, Q establishments opening. Demand has been especially noticeable towards F&B and
towards a companies continue to adopt conservative approaches which drove demand entertainment, as well as FM;GS, merc'handlsmg and novelty 'teTS' Cinema houses
Demand high especially for serviced offices and co-working spaces. Demand have also recently opened this along with many restaurants, café’s and bars across
broader the city. We expect foot traffic to further improve as consumers gather more
We expect the total office supply to remain the same at 454,600 sq m towards confidence, easing away from from the COVID restrictions.
tenant the remainder of the year, with no new project completions observed since 2021. ) _ . )
market” The pipeline remains relatively modest at around 170,000 sq m, anticipated for The total retail stock improved by 6% YoY to end at more than 390,000 sq m. This,
supply  COMpletion within the next four years. This should help sate demand as current following the completion of Terminal M (35,000 sq m) by Mottama Holdings in
PPY" inventories remain plentiful. M Tower and Maha Nawarat Office Towers are the Supol Mingalardon Township. There remains approximately 200,000 sq m of retail space
only two new projects scheduled to open next year. UPPYY in the pipeline. However, majority of which has shown meagre progress with

certainty of completion being unclear.
As at the end of H1 2022, the citywide headline average rent rate dropped by a Y P &

% sizeable 17% YoY but bottomed out with only a 7% decline on a half yearly basis The citywide average rental further declined albeit at modest degree to settle at

to end at USD21 pre sq m per month. Premium rates were rather resilient with USD18 per sq m per month. Shopping malls continue to demand a higher rate at
an average of USD20 per sqg m per month. Meanwhile, notable regional-sized and

some top-tier offices witnessing a weaker decline of only 5% YoY, and unchanged yee - : -© . i
destination retail centers prove to remain resilient with rental levels ranging

Rent HoH. Our projection remains the same with an anticipated drop, albeit at a lesser

degree of 3%, by the end of the year. Meanwhile, overall rates have started to Rent  between an average low of USD29 and an average high of USD40 per sq m per
reset, now at par with regional offerings. This in fact provides a flexible avenue month. We expect rental rates to remain heavily competitive in the near term as
towards a broader tenant market in the future. retailers still cope with market challenges.
Occupancy levels remain at its all-time low with the city-wide market rate : I_ Retail occupancy levels have droped in the first half of 2022 albeit lower than
; I_ dwindling down to 57% by the end of the H1 2022. This level was last recorded ™1 7 previously forecasted. The dwindling performance is noticeable however in older,
— 7 in 2015 following then a surge of new supply. In contrast, the rise in vacancy is L as well as poorly maintained establishments. Foot traffic continually gears towards
2 L currently driven by a slew in demand as businesses adopt conservative cost Occupancy  more modern and centrally located developments which overall achieved an

Occupancy measures. Expansion activity may remain generally muted in the near term. average occupancy rate of 70%.
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Yangon serviced apartment occupancy and net take-up rates
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“artificial ease in
vacancy levels
witnessed
following re-entry
of short-term
foreign
assignments..”
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An artificial improvement has been witnessed across serviced apartments
during the latter half of H1 2022. The opening of Yangon International Airport
in May has proven to generate some positive results for the sector, at leastin
modest degrees. Demand has mostly been from foreign business travelers

Demand on due diligence mission trips - with short-term assignments being one to

_i

three months. More permanent roles may eventually be assigned once
certainty in governance and further stability is realized. We expect further
clarity as well as directions to be more defined by the first half of 2023.

The total supply stock continues to remain the same with more than 2,300
rooms. The pipeline also appears weak with only four projects - observed to
have shown minimal progress, some at very initial stages of developments. The
lack of new completions may however be beneficial for existing projects which
continues to cope from the on-going challenges.

While overall rental rates have continually declined over the past years
following the repatriation of most foreign workers, the half yearly results
have shown a rather moderate drop of 2%. A typical one bedroom and two-
bedroom rate settled at an average of USD1,600 and USD2,600 per month,
respectively. A slight increase in rent were inevitably witnessed in March
following the increase of genset usages amid frequent power cuts. This
however has been quickly abated the following months.

Occupancy levels slightly improve in the latter half of H1 2022 following the
re-entry of some foreign expatriates but remains within the 30%-region.
With further anticipation of foreign arrivals, occupancy levels may move on

Occupancy an upward trend in the second half of the year to likely reach 40%.

Yangon upper-scale hotel estimated ADR & occupancy rate
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In the first half of 2022, travel agencies and hotel businesses have started amping
up social media presence. Meanwhile, domestic travels have also improved, as
COVID restrictions were gradually lifted. This somewhat helped sate commercial
demand especially in key destinations such as Mandalay, Ngapali and Bagan among
many others. Demand for city hotels especially in Yangon have somewhat also
improved yet remains inadequate to buoy revenues. Demand drivers were
attributed to the modest increase of foreign businesses arrivals, as well as
continuous offering of competitive rates through staycation packages.

Following some temporary and permanent hotel closures, the upscale room stock as
at the end of H1 2022 is estimated at 3,968 keys, a drop of 22% YoY. There were
about 10 major hotels in Yangon that ceased operation at the onset of COVID in
2021. While limited activity has been witnessed in some, others are starting to
increase capacities as demand slightly improved in the recent months. However, the
outlook remains unclear, and conservative approaches are still advised.

The citywide average daily rate is estimated to have remained at the sub-USD90
range across upscale hotels. The revenue per available room is suspected to be at
the sub-USD40 level as occupancy remains below 30%. More modern and leisure-
oriented hotels are rather witnessing better rates yet remain well below the pre-
pandemic figures.

With local and or foreign, as well as business and leisure travelers reveal growing
confidence, it will however have to take a comprehensive and revised tourism road
map as well as a recovery plan to help reinforce and boost occupancies going
forward. This, while setting stability and security as top priorities. In the meantime,

Oceupancy poteliers are advised to package their deals targeted to business industries as

foreign flights continually increase operations.
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Residential
Condominium

“onerous foreign
currency conversion
requirements poses

new challenge to

developers”

Industrial &
Capital
Markets

“more diverse real
estate investment
assets and classes are
being offered”

Average price per sq metre of pre-selling condominiums
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2017

W Mid-Market

e

Trends

T

Outlook

-5 Demand for condominiums continue to remain low while default
:Q payments have become more apparent especially across stalled projects.
Demand Projects traditionally catered to foreign investors have also yet to face
major hindrances following the Central Bank of Myanmar’s notification on

:I foreign currency conversion requirements.

On the other hand, some projects nearing completion are somehow
Ssupply witnessing relatively better market reception. However, capital values are

anticipated to be subdued in the near to medium term. This, given limited

secondary market activities and the on-going decline in rental values. While

construction activity for some projects may start to pick up pace, we expect
% sales to remain meagre with low-single digit growth in the second half of
the year, again given lack of demand incentives.

: Condominiums previously quoting in USD will also now have to primarily
High End — !“ adopt local MMK currency as published rates. A cautious approach should
be taken among foreign developers to ascertain minimal forex losses
especially with remitting dividends following a currently onerous
conversion requirement process.

B Upper Mid-Market

Sales Take-up

Latest government data reveals that the country’s total import and export trades increased at 18% each YoY from April to June of 2022. The border
trades, while still lagging compared to a year-ago level is anticipated to gradually improve following ease in COVID restrictions. Besides China, as
the country’s key border trade partner, bilateral talks are also underway to similarly re-open three main hubs within India borders. The
resumption of these channels will spur further trading growth and will likely increase industrial, manufacturing and logistics activities. However,
new major market entrants and or large-scale occupiers may remain deterred at least in the near term, as the country attempts to improve
infrastructure facilities.

Meanwhile, the Myanmar Investment Commission has announced in March that it has permitted seven new local and foreign investment under
the hotel and tourism sector, industrial sector, services sector, electricity and power sector. Top foreign investments were from Singapore, China,
Taiwan, Hong Kong, India, Japan and Thailand among many others. Some further measures have also been observed to entice further foreign
investments. All of which could spur economic and property developments going forward. More investment interest may also arise from the
regional bloc following the visit of China's Foreign Minister. At present, multiple real estate investment opportunities are presented spanning
across industrial estates, hotels and resorts, as well as medium to large scale integrated commercial and residential properties. This remains an
opportune time for either local and or foreign opportunistic investors seeking long-term gains.
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Talk to us now, please contact:

Karlo Pobre

Managing Director | Myanmar
+95 (0) 979 573 3378
karlo.pobre@cim-pc.com

Kyaw Soe Han @ Kyle

Senior Business Development Executive | Myanmar
MD Office

+95 (0) 951 290 65

kyle@cim-pc.com

Htain Lin Aung @ Gary

Business Development Executive | Myanmar
MD Office

+95 (0) 997 902 1685

gary@cim-pc.com

Zarni Aung

Associate Director | Myanmar
Real Estate Management Services
+95 (0) 950 611 97

zarni.aung@cim-pc.com

Hsan Pyae

Senior Analyst | Myanmar
Valuation & Advisory Services
+95 (0) 997 253 3751
hsan.pyae@cim-pc.com

Min Thwin

Analyst | Myanmar
Valuation & Advisory Services
+95 (0) 945 447 8689
minthwin.kyaw@cim-pc.com

Alex

Leasing Specialist| Myanmar
Leasing & Brokerage Services
+95 (0) 996 290 9114
alex@cim-pc.com

OUR SERVICES:

Research & Consultancy

Valuation Services

Advisory Services

Commercial Leasing

Brokerage & Sales

Capital Markets & Investments
Property Management Consultancy

Facilities Management Consultancy

YANGON OFFICE:

Direct: +959314916 78

Room No.33, Level 14, Junction City Tower,
No 3/A Bogyoke Aung San Road, Pabedan
Township | Yangon | Myanmar
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