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HIGHLIGHTS

• Estimated average office (gross) rental yields in Q3 2021 remained at 6.3%. Year-on-year (YoY), the rental yields declined by about 40 basis points from

their level in Q3 2020. As the global economy recovers, the consequent restrictive monetary policy adjustments will further compress the average yield

rates in the market. Further, C&W Research estimates that capital value growth will be tempered initially in the core markets (i.e., major CBDs) in Metro

Manila. On the other hand, this will reignite the interest for long-delayed capital market transactions halted due to the COVID-19 pandemic.

• The overall residential prices continue to exhibit a downward trend as the effects of the COVID-19 crisis continue to weigh down on demand, in addition

to a very high base level from the year-ago data. In Q2 2021, the Residential Real Estate Price Index (RREPI) of the Bangko Sentral ng Pilipinas (BSP)

declined for the second consecutive quarter by 9.4% YoY, from a decline of 4.2%YoY in Q1 2021. Residential properties in Metro Manila posted the

fourth consecutive quarter contraction of 18.% YoY in Q2 2021 with the lackluster performance of single-detached, condominium, and townhouse

residential properties, while no new bank loans for duplex housing were granted and reported to the central bank during the same quarter. From a

growth of 0.8% YoY last quarter, properties outside Metro Manila also posted a decline, albeit modestly at 0.6% YoY in Q2 2021. The demand for

residential condominiums has yet to recover as it marks its fourth consecutive quarter of price decline with muted demand for properties in Metro Manila.

ECONOMIC OVERVIEW

The country’s Foreign Direct investments (FDIs) net inflows reached USD 1.26 billion in July 2021, a 52% YoY increase and the highest level in 19 months as

the local and global economy flash signs of recovery. In Q2 2021, the Philippine economy finally ended the five-quarter pandemic-induced recession after

registering a double-digit growth of 11.8% YoY, buoyed by a massive rebound in gross capital formation which grew by 75.5% YoY, and the modest

improvement in consumer spending which grew by 7.2% YoY. However, the re-imposition of the more restrictive enhanced community quarantine (ECQ)

status beginning in August this year due to a Delta-driven spike in the number of infections, is seen to have undermined the economic performance for Q3

2021. The national capital has since shifted to “granular lockdown” in September, allowing the further reopening of the economy while aiming to curb the

COVID-19 transmission rate.

Along with the prolonged mobility restrictions, the swelling joblessness and the faster rise in the level of prices are seen to continue to discourage household

spending which is vital to the recovery of the consumer-driven Philippine economy. The unemployment rate stood at 8.1 % in August, worse than the recorded

7.7% in July, as businesses were forced to again pause their operations during the return to ECQ. The inflation rate remained above the government’s 2-4%

target range in the last nine months, setting at 4.8% in September which is just slightly below the 4.9% a month ago. Meanwhile, the overall level of prices is

seen to remain elevated amid the anticipated rise in global oil prices.

The economy could greatly benefit from the additional financial support and more effective containment efforts to allow the resumption of more business

activities. Meanwhile, the record low policy rate will likely persist through 2021 despite the rising inflation rate base. As the global economy recovers, rising

inflation and interest rates will impede the fragile recovery of the Philippine economy. A restrictive monetary policy may slow the economic recovery but might

be a good cushion to arrest too much liquidity and incentivize the banks to lend out.

MARKET OUTLOOK

The global spread of the highly-contagious COVID-19 Delta variant also severely affected the economic performance of various Southeast Asian countries,

prompting lower economic forecast in the region. While slower economic growth is projected by end-2021, recovery is expected by 2022 provided the

recurring spike in the number of infections due to the slow roll-out and highly-uneven inoculation program across the region is effectively managed.

Corporates are advised to revisit their respective workplace strategy to firm up and identify future real estate requirements to take advantage of the flexibility

being offered by several landlords and operators. Corporate occupiers need to work on planning the long-term occupancy trends that will be able to

attract/inspire the employees and the talents to move back to the physical office spaces.

Meanwhile, investment opportunities that will leverage on the accelerated digital transformation with the prevalence of the hybrid work arrangement and the

growing online economy are among the bright spots in the short- to medium-term.
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SECTORAL UPDATE

OFFICE The delayed resumption of full business activities continues to push the vacancy rate in the office sub-sector upwards while the

average asking rate modestly declined as major office space operators primarily in the CBDs hold onto their pre-pandemic asking rents.

Leasing activities are seen to remain tame in the short- to medium term as the stricter and more refined taxation rules for the Philippine

offshore gaming operator (POGO) industry are likely to drive away some gaming operators, leaving the resurgence of the office property

segment to be greatly influenced by the outsourcing sector’s vibrancy.

RETAIL The ongoing restrictions will continue to drive several traditional retailers to different online platforms as their ways of coping

with the challenges of the pandemic. The transition to online space will contribute to the burgeoning retail vacancy rates as the entry of

new retailers is constrained by the uncertain business environment.

INDUSTRIAL The industrial sub-sector resiliency is to be further boosted by the recovery of the manufacturing and international trade

activities, in addition to the heightened activities from e-commerce and other fast-moving consumer goods companies which augments

the demand for modernized warehouses and cold-storage facilities.

RESIDENTIAL As the pandemic progresses, demand shift from residential condominiums in densely populated business districts to

medium-priced properties in self-sustaining communities in the periphery areas of Metro Manila will continue to be observed. C&W

Research, however, noted that several major developers are already lining up new launches for vertical residential developments, in

anticipation of the demand recovery in the medium-term.

HOTEL Budget accommodations and extended stays hotels are seen to benefit from the improved travel appetite following the less

stringent regulation on domestic travel and the flexible work arrangements that allow remote working from tourist destinations.
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SELECTED COMMERCIAL/INVESTMENT TRANSACTIONS (2020 - 2021) 

PROPERTY NAME / DESCRIPTION SUBMARKET TYPE
LOT  / FLOOR AREA 

(SQ.M.)

ICTSI, Manila Property City of Manila Mixed-use 100,000

CBD Makati Property Makati City Office 1,600

CBD Makati Property Makati City Office 8,000

Non-CBD Makati Property Makati City Office 63,000

Malate District Property City of Manila Retail 57,000
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