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Real Estate 
Opportunities 
During Recessionss
The Next Recession -  
Buying Opportunity Emerges

With the COVID-19 pandemic pushing the local and global 
economy into recession after a decade-long period of 
economic growth, this is the perfect opportunity for 
investors to seek out assets with repricing potential. This 
report will examine the performance of commercial assets 
acquired during previous recessions and detail the capital 
gains subsequently enjoyed by the investors.

Sources of Purchasing Opportunities

Typical sources of purchasing opportunities are from 
firms with cash flow issues stemming from the recession, 
necessitating a sale of their assets to free up liquidity. 
Another potential source of purchasing opportunities is from 
funds with a fixed fund life, which is typically five years. As 
these funds have to return capital to their investors at the 
end of the five-year holding period, they are not able to 
hold these assets through the downturn and wait for a more 
favourable exit position. Investors can examine properties 
purchased by funds during 2015-2016 to uncover potential 
acquisition targets.
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HOSPITALITY
The hospitality sector is hit relatively hard by the pandemic and 
will experience some degrees of price moderation. As there is 
uncertainty over the duration of the crisis and when tourism will 
return to the pre-pandemic levels, a significant proportion of 
hospitality asset owners could be seeking to exit the sector in 
favour of more stable asset classes, increasing stock availability. 
As such, the pricing gap between buyers and sellers is likely 
to be relatively narrow as compared to other asset classes. 
However, the pipeline supply of hospitality assets is high as 
the robust sentiment prior to the downturn resulted in the 
initiation of a large number of projects. The long-term potential 
of the hospitality sector is moderately strong as it is likely that 
international tourism will resume and rise to greater heights 
once a vaccine is developed and global economic growth 
returns.

RETAIL
The retail sector has also been severely affected due to the 
imposition of the circuit breaker period. While retail assets have 
traditionally been tightly held, the impact of social distancing 
requirements on rents and occupancies is likely to lead a 
number of retail landlords to consider divestment, increasing 
stock availability significantly.

As such, there is a lower likelihood of a pricing mismatch. 
The pipeline supply of retail is also low, and any future retail 
supply is likely to be part of mixed-use developments instead 
of a pure retail project. The long-term potential of the sector 
is moderately strong as well-managed shopping malls with 
experiential retail concepts were successfully re-positioned with 
increasing footfall pre-pandemic, and it is likely the crowds will 
return after the crisis passes.

OFFICE
Office prices are projected to be moderately impacted by the 
downturn as the current prevalence of remote working has 
dampened the immediate need for expansion space. Stock 
availability is high as many office properties are put on the 
market every year. In the short-term, pipeline supply is low with 
an annual average of 0.7 msf entering the market during the 
period of 2020-2021, but there will be a large wave of supply in 
2022 totaling 1.9 msf. 

There could be some degree of pricing mismatch if the 
landlords have holding powers, although landlords with liquidity 
issues or funds near the end of their fixed fund life are likely 
to lower their expectations. In the near-term, social distancing 
measures, coupled with capital preservation by occupiers would 
continue to exert pressure on demand. The long-term potential 
of the office sector is still intact, given in-person interaction is 
most crucial in promoting creativity and gaining a competitive 
edge. Together with the government’s long term plan to 
decentralise office spaces away from the CBD into regional 
centres, we believe the demand supply dynamics in the CBD 
Grade A market continues to bode well for office assets within 
the CBD.

INDUSTRIAL / LOGISTICS
Although manufacturing and logistics have been affected by the 
supply chain disruptions due to lockdowns across the globe, the 
industrial sector has been resilient in terms of price moderation. 
As a significant proportion of industrial facilities is owner-
occupied, stock availability is lower as compared to hospitality 
and office sectors. 

While sellers are generally realistic about pricing, buyers might 
require a deeper discount before they are willing to commit 
to a purchase, increasing the chance of a pricing mismatch. 
The long-term potential of this asset class is mixed, as most 
of the industrial stock has lower balance tenures, and the 
government has stated its intention to keep industrial rents 
affordable for industrialists via calibration of the future supply 
of industrial government land sales. However, the e-commerce 
growth story that has emerged from the COVID-19 situation, 
reinforced the resilience of the logistics asset class. Due to the 
high adoption rates across more online platforms, together with 
the changes of consumer behaviours during the pandemic, the 
growth prospects of logistics industry and warehousing have 
outweighed the drawbacks of the lower balance tenures. Cold 
storage logistics is heating up as demand and market sizes for 
fresh produce, daily necessities and medicines continue to  
trend up. 

PRIVATE RESIDENTIAL (EN BLOC)
The private residential market is also resilient despite the 
downturn. Sellers have holding power due to loan curbs 
from the cooling measures and the ability to defer mortgage 
payments. Stock availability is very low as residential property 
owners are only willing to go for en-bloc sales when developers 
are offering a premium, resulting in a high likelihood of pricing 
mismatch. There is also a high number of private residential 
units in the pipeline due to the exuberance in the en-bloc 
market in recent years before the imposition of the latest 
cooling measures. Nevertheless, population growth remains 
healthy. This will lead to long-term demand and potential 
opportunities in this asset class.

Figure 1: Sector Analysis Summary Table
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• High impact due to travel restrictions 
and quarantine

• Air travel only expected to return to 
norm in 2021 at the earliest

• Higher focus on customer service 
and cleanliness

• Tighter management on operating 
costs

IMPACT ON RENT

40% to 50% fall in 
Revenue per Room

IMPACT ON PRICES

10% to 20% fall in Price 
per Key

HOSPITALITY

• Footfall diminished due to travel 
restrictions, strict social distancing 
measures and fear of infection

• Footfall recovery gradual as social 
distancing measures expected to 
stay in place after circuit breaker

• Faster adoption of omni-channel 
marketing for retailers

• Innovative delivery concepts to 
emerge

10% drop in Orchard 
prime rents

10% to 15% drop in 
retail prices

RETAIL

• High correlation to the state of 
the economy. Double whammy of 
Singapore and global recession in 
2020 

• Very high impact to co-working 
spaces. Lower efficiency and 
utilisation with social distancing 
measures

• Increase in remote working
• Higher adoption/consideration of 

outsourcing and front-back office 
split

10% decline in Grade A 
CBD office rents

10% decline in Grade A 
CBD office prices

OFFICE

• Faster adoption e-commerce: more 
demand for logistics, distribution 
centres, cold storage facilities, food 
kitchens

• Industrialists incentivised to adopt 
Industry 4.0 or smart factory 
initiatives

• Higher demand for pharmaceutical 
and med-tech products to drive 
biomedical industry

• Industrial property will be affected 
by the decrease in global trade 
volumes

1% to 4% fall in 
industrial rents

1% to 4% fall in 
industrial prices

INDUSTRIAL / 
LOGISTICS

• Rental demand softens due to 
potential foreigner job losses.

• Price falls mitigated due to current 
loan curbs and deferment of 
mortgage payments. Sellers have 
more holding power. 

• Potential demand by long-term 
investors looking to accumulate

3% to 6% fall in rents 3% to 6% fall in prices

PRIVATE  
RESIDENTIAL
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Source: Cushman & Wakefield Research

Figure 2: Assessment of Covid-19 Impact on Various Property Sectors

Asian Financial Crisis (1997) Dotcom Bubble / SARS  
Outbreak (2000-2003) Global Financial Crisis (2008)

Market Variable % Fall
Time to Trough 

(No. of Quarters)
% Fall

Time to Trough 
(No. of Quarters)

% Fall
Time to Trough 

(No. of Quarters)

Industrial

Prices -45% 10 -30% 12 -22% 4

Rents -43% 13 -20% 15 -17% 4

Office

Prices -45% 12 -43% 13 -22% 4

Rents -41% 13 -29% 12 -25% 3

Retail

Prices -41% 12 -19% 12 -11% 5

Rents -30% 12 -19% 13 -9% 7

Figure 3: Historical Moderation of URA Price and Rental Indices for Industrial,  
Office and Retail Sectors
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Year Buyer Seller Transacted 
Price  
(S$million)

Price 
$psf

Capital 
Gain for 
Asset

CAGR 
for 
Asset

2009 Yi Kai Group & 
Fission Group JV 

Aviva 
AsiaPac 
Fund

65.0 925 - -

2015 Shanghai Hengda 
Group

Cheong 
Sim Lam

210.0 3,109 223% over 
6 years

21.6%

Year Buyer Seller Transacted 
Price  
(S$million)

Price 
$psf

Capital 
Gain for 
Asset

CAGR 
for 
Asset

2009 Uncharted 
Hotels & 
Resorts

Macquarie 
Bank

85.0 1,117 - -

2011 ING Real Estate Uncharted 
Hotels & 
Resorts

148.0 1,944 74% over 
2 years

32.0%

2014 SEB Asset 
Management

CBRE Global 
Investors

172.5 2,266 103% over 
5 years

15.2%

2019 Arch Capital Savills Fund 
Management

210.0 2,435 147% over 
10 years

9.5%

Case Studies
137 CECIL STREET
Yi Kai Group and Fission Group acquired 137 Cecil Street from an Aviva fund for 
$65.0 million in 2009. A year later, the asset was flipped to Cheong Sim Lam for an 
undisclosed price. Subsequently, Cheong Sim Lam divested it for a hefty $210.0 million 
in 2015. Had the original purchasers held on to the property, they would have netted a 
robust 223% capital gain over 6 years.

Year Buyer Seller Transacted 
Price  
(S$million)

Price 
$psf

Capital 
Gain for 
Asset

CAGR 
for 
Asset

2003 CapitaLand NTUC 65.2 $799 - -

2015 AEW Capital CapitaLand 
Mall Trust

190.5 $2,347 192% over 
12 years

9.4%

2019 SC Capital 
Partners

AEW Capital 230.0 $2,833 253% over 
16 years

8.2%

Source: RCA, Cushman & Wakefield Research

Year Buyer Seller Transacted 
Price  
(S$million)

Price 
$psf

Capital 
Gain for 
Asset

CAGR 
for 
Asset

2009 Keppel REIT LaSalle & 
PRUPIM JV

106.3

(6 floors)

1,579 - -

2014 KOP, Lian 
Beng, KSH, 
Centurion JV

Keppel REIT 512.0

(92.8% 
stake)

2,219 41% over 5 
years

7.0%

Source: RCA, Cushman & Wakefield Research
Source: RCA, Cushman & Wakefield Research

Source: RCA, Cushman & Wakefield Research

ANSON HOUSE
Uncharted Hotels & Resorts purchased Anson House from Macquarie Bank for $85.0 
million in 2009. After a short holding period of just two years, the asset was sold to 
ING Real Estate (now CBRE Global Investors) for $148.0 million, representing a 74% 
capital gain over 2 years.

It was subsequently sold again to SEB Asset Management  
(now Savills Fund Management) for $172.5 million in 2014. If the original purchaser had 
held onto the property, they would have reaped a 103% capital gain over 5 years.

Thereafter, it was once again divested to Arch Capital for $210.0 million. This would 
have meant a 147% capital gain over 10 years for the original purchaser.

RIVERVALE MALL
CapitaLand acquired Rivervale Mall from NTUC for $65.2 million in 2003. During 2007, 
it was injected into CapitaLand Mall Trust, which proceeded to divest it in 2015 to AEW 
Capital for $190.5 million. The overall capital gain of 192% over 12 years was substantial 
for a retail property, which typically experiences lower capital growth as compared to 
office assets.

Subsequently after revamping the property via an Asset Enhancement Initiative (AEI), 
AEW Capital divested the mall to SC Capital Partners for $230.0 million in 2019. This 
would have meant a capital gain of 253% over 16 years for the original purchaser.

Strata Office
Investors without sufficiently deep pockets to purchase an entire property can 
consider strata office units in both the CBD and decentralized areas. 

PRUDENTIAL TOWER
During 2009, Keppel REIT acquired the 20th–25th floors in Prudential Tower for $106.3 
million or $1,579 psf from a LaSalle and PRUPIM joint venture. In 2014, Keppel REIT 
divested its entire 92.8% stake in Prudential Tower for $512.0 million or $2,219 psf. On 
a psf basis, this represented a gain of 41% over 5 years for the six floors purchased 
during the recession. Had the transaction not been a bulk sale, the capital gain would 
probably have been significantly higher.
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PARKWAY PARADE
In 2009, strata unit #17-01 in Parkway Parade was purchased for $18.3 million or $800 
psf. It was subsequently sold for $36.2 million in 2013, delivering a 98% capital gain 
over 4 years. This transaction demonstrates that there are also opportunities for office 
properties not just in the CBD, but also in the decentralized areas.

Year Transacted Price  
(S$million)

Price $psf Capital Gain for 
Asset

CAGR for 
Asset

2009 18.3 800 - -

2013 36.2 1,582 98% over 4 years 18.6%

TRANSACTED PRICES IN $PSF OF SELECTED  
OPPORTUNISTIC PURCHASES SINCE 2003
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Source: RCA, Cushman & Wakefield Research
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Outlook
COVID-19 and government imposed lockdowns 
are going to have a more broad-based and severe 
economic impact than past recessions we have 
ever experienced. However, the hunt for real estate 
asset classes has not halted even in the middle of 
the pandemic. The stock market has responded 
in such a way that seems to have eliminated the 
darkest tail risk scenario (ie. COVID-19 is here to 
stay and there is not enough stimulus). This could 
be a good indication that once investor confidence 
returns to the market, we will start seeing potential 
deal flows again. 

Hospitality and retail sectors are more negatively 
impacted by COVID-19. The pre-pandemic euphoria 
in the hospitality sector has led to a substantial 
increase in the hotel supply pipeline when demand 
has significantly weakened. The retail sector has 
also been hit hard by the closure of non-essential 
shops during the lockdown. There could be more 
lockdowns if the number of infections rise again 
in the future, which is likely as COVID-19 cannot 
be fully eliminated until the development of a 
vaccine. As such, we expect there will be more 
opportunities to purchase re-priced assets in these 
sectors. As the recovery in demand is expected 
to take a while, sellers who wish to eliminate their 
exposure to these sectors are likely to offer an 

attractive re-pricing of 10-20% and 10-15% below 
pre-pandemic values for hotel and retail assets, 
respectively.

The prognosis for the office sector, the most 
sought-after asset class prior to the pandemic, is 
mixed. Balancing the impact of social distancing on 
density with less office-based headcount demand 
will likely not affect current footprint sizes and 
offices will continue to thrive but in new ways. 
The workplace will no longer be a single location 
but an ecosystem of different locations and 
experiences to support convenience, functionality 
and well-being. There could also be consolidation 
in the co-working sector which has been impacted 
significantly. In addition, sublease spaces are 
expected to enter the market as retrenchments 
free up spaces. Therefore, we could see a re-pricing 
of office assets at 10% below pre-pandemic values.

Logistics and data centre assets on the other hand, 
are more resilient due to the surge in e-commerce 
and remote working. These assets could be 
suitable for investors who are more risk-averse 
and desire stability. Investors with long investment 
horizon could look into sectors that are more 
vulnerable and take this window of opportunity to 
review, re-strategise and prepare for the upturn.
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About Cushman & Wakefield

Cushman & Wakefield (NYSE: CWK) is a leading global real estate services firm that delivers exceptional value for 
real estate occupiers and owners. Cushman & Wakefield is among the largest real estate services firms with ap-
proximately 53,000 employees in 400 offices and 60 countries. In 2019, the firm had revenue of $8.8 billion across 
core services of property, facilities and project management, leasing, capital markets, valuation and other services. 

To learn more, visit www.cushmanwakefield.com or follow @CushWake on Twitter.
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