MarketView Taipei Office

MAJOR LEASING TRANSACTIONS

Size (ping) Tenant

1,405* American Express

630 American Megatrends
580 Trend Micro

570 Taiwan Stock Exchange
450 ING Bank

* Lease renewal

Home Ya Bldg.

Kuo Hua Life Commercial Bldg.

Cathay Taipei International Bldg.

Taipei 101

Taipei 101

MAJOR OFFICE DISTRICTS IN TAIPEI

© 2010 CB Richard Ellis, Inc. We obtained the information above from sources we believe to
be reliable. However, we have not verified its accuracy and make no guarantee, warranty or
representation about it. It is submitted subject to the possibility of errors, omissions, change of

price, rental or other conditions, prior sale, lease or financing, or withdrawal without notice.
CB RICHARD ELLIS We include projections, opinions, assumptions or estimates for example only, and they may not

.Ii_ iB ﬁ EE 'fj: represent current or future performance of the property. You and your tax and legal advisors
should conduct your own investigation of the property and transaction.

District

MDA

MDA

DRA

XJIA

XJA

QUALITY OFFICE MARKET
Taipei quality office market
includes Grade A and Grade B
office markets.

GRADE A

Modern facility with high quality
finishes; flexible layout; large
floor plates; spacious lobbies
and circulation areas; effective
central air-conditioning; good
lift services zoned for passengers
and goods deliveries; good
management and parking
facilities are normally available.

NEW SUPPLY

The number and/or ping of
buildings completed (including
redevelopment) in a period.

TAKE-UP

The net absorption of office
space let or pre-let to tenants
during the survey period.

VACANCY RATE
The amount of vacant space
divided by the total stock.

RENT

Rents are presented in NTD on
a gross basis, unless otherwise
specified.

CAPITAL VALUE

Capital values are presented in
NTD on a gross basis, unless
otherwise specified.

For more information regarding
the MarketView, please contact:

Ping Lee

CBRE Research

13F/A, Hung Tai Center
170 Tun Hua North Road
Taipei, Taiwan

T.886 22713 2266

F 886 22712 3065
ping.lee@cbre.com
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Quick Stats

Change from last
Current Yr. Qir.

Vacancy 12.5% t t
Avg.Rent NT$2,038pp | <=

Take-up* - 2,585 ping t ‘

* The arrows are trend indicators over the speci-
fied time period and do not represent a positive
or negative value. (e.g., absorption could be
negative, but still represent a positive trend over
a specified period.)
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Taiwan’s economy grew 12.53% y-o-y in
the second quarter of 2010, according
to the Directorate-General of Budget,
Accounting and Statistics (DGBAS). The
better-than-expected performance marked
the third consecutive quarter of positive GDP
growth after the financial tsunami taking
place in 2008 and the second consecutive
quarter of double-digit growth, thanks
largely to rising exports and recovering
domestic demand. In expectation of
continuing growth in export volume and
private investment over the second half,
the DGBAS raised its economic growth
forecast for 2010 to 8.24%.

The central statistics agency also predicts
the island’s consumer price index will rise
modestly by 1.23% y-o-y for the whole year
of 2070 on the back of relatively stable
food prices due to favorable weather. In
view of the economic recovery at home
and abroad, coupled with increasing
property and consumer prices, the Central
Bank lifted the benchmark interest rates by
12.5 basis points in late June to ensure
price and financial stability. As a result, the
discount rate has been revised upward to
1.375%. In addition, the bank announced
the selective credit control on mortgage
loans to cool down the housing market in
the Taipei metropolitan area, which took
effect on 25 June. The new regulations
impose stricter terms on newly-extended
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Taipei Office

Second Quarter 2010

housing loans in specific areas, including
a maximum loan-to-value ratio of 70%.

The long-awaited Economic Cooperation
Framework Agreement (ECFA) was signed
between Taiwan and mainland China
during the fifth round of cross-strait talks
on 29 June 2010. While the landmark
economic pact is expected to gradually
remove bilateral trade barriers and allows
selected services industries to establish
businesses in each other’s market, Taiwan
as a whole has yet to receive strong
leasing demand from mainland Chinese
office occupiers. The Taipei office market
reported a lackluster second quarter this
year with average rental rates edging
down marginally to NT$2,038 per ping
resulting from the negative take-up.

In contrast to the softening in office leasing
demand, the property investment market
in Taiwan was robust during the second
quarter as a result of buyer interest
remaining strong. Total transaction volume
for commercial properties amounted to
NT$30.7 billion in the period, showing no
obvious impact of the new credit control
measures on the sector. Domestic buyers
dominated investment activity over the
second quarter of 2010 with end-users
and insurance companies accounting for
nearly 90% of total investment sales in the
commercial property segment.

GDP Growth — Inflation Rate —

TAIWANESE ECONOMY & OFFICE MARKET  Discount Rate — Office Rental —

Rental Index (Q1 2000 = 100)
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OFFICE MARKET STATISTICS

New Total Stock Vacanc Grade A b
ubmarket upply . ice Rent ice Rent
Submark Suppl (ping)  Rate (0/’; Office R Office R
= (ping) ping °) (NT$/ping/mth) (NTS$/ping/mth)
-ti Taipei Main Station — 63,770 5.7% 2,200 1,607
(o
= Zhongshan North Rd. — 32,930 12.2% — 1,806
0
® Nanjing-Songjiang Area — 241,910 10.0% 1,963 1,665
Minsheng-Dunhua Area 7,415 258,460 12.7% 2,306 1,694
Dunhua-Renai Area — 174,210 10.7% 2,440 1,734
Xinyi-Jilong Area — 256,400 17.7% 2,788 1,621

Note: 1 ping = 3.31 sg. m. = 35.58 sq. ft.

QUALITY OFFICE New supply mem

Take-up mem

SUPPLY, TAKE-UP & VACANCY  vacaney

A new office building Taipei Financial Center

100 20 came on stream in the second quarter of 2010,
5 B0 < eeemmee e A e 18 offering approximately 7,415 ping of office space
S 16 in the Dunhua-Minsheng Area. Total stock of
S 6o SN b N 4 quality offices in Taipei therefore reached over
2 12 o 1.05 million ping. Despite the brisk GDP growth
© 40 102 posted by the Taiwanese economy during the first
o g O half, a significant number of Grade A buildings
¥ 20 6 § witnessed the departure or office downsizing of
= . L SMEs over the second quarter. As a result, the
Ug)' 0 average vacancy rate rose by 55 basis points
3 2 g-o0-qto 12.5% in the review period with negative
z 20 0 absorption recorded at 2,585 ping. Vacancy in

downtown Taipei is expected to increase further
in the months chead as one new prime office
building is scheduled to launch in the Xinyi-Jilong
Area in the second half of 2010.

Although office occupiers generally remained cost
conscious during the quarter, selected companies
in the financial and technology sectors revived
their expansionary plans. Expansion activity
reported in the second quarter included American
Megatrends taking up additional 630 ping of
space in Kuo Hua Life Commercial Building and
Taiwan Stock Exchange renting a new 570 ping
unit in Taipei 101. Looking ahead to the second
half, high-tech companies are likely to dominate
relocation activity with some looking to move
to decentralized areas in Taipei. The trend for
domestic and foreign technology companies
to leave CBDs in favor of industrial parks is
anticipated to continue, partly due to the fact that
many of their competitors have already relocated
to these decentralized office premises.
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PROPERTY INVESTMENT MARKET

INVESTMENT TURNOVER BY BUYER TYPE (Q2 10)

Individual
REOC 16%
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Average Grade A rentals fell slightly by 14 bps
g-0-q to NT$2,501 per ping in the second quarter
as owners of older Grade A offices became more
flexible towards rental negotiations. Landlords were
seen fo display a greater willingness to offer longer
rent-free periods amid the slow recovery in leasing
demand. Grade B buildings also experienced a
marginal decline in rents, edging down 7 bps g-o0-q
to NT$1,699. Among the major districts, Nanjing-
Songjiang Area (NSA) saw decreased office rents in
both Grade A and Grade B sectors over the period.
In the area, Grade A rentals dipped 1.5% g-o-q to
NT$1,963 while those for Grade B offices were down
11 bps g-o-q to NT$1,665. Grade A properties
have faced competition from Grade B offices in
the NSA as buildings of these two classes here do
not differ significantly in terms of their specification
and facilities.

Taipei’s Grade A office market recorded a negative
net absorption of 2,204 ping during the second
quarter after attaining positive take-up for the
previous three quarters. Grade A vacancy therefore
increased nearly 0.5% g-o0-q to 13.6% in the review
period. Among the districts, Grade A vacancy in
Xinyi-Jilong Area (XJA) stood at a high level of
21.4%, expected to rise in the coming months along
with the completion of a new building in the area.
Against this backdrop, some landlords in the XJA
may be forced to adjust their asking rents to retain
tenants. The average vacancy rate for Grade B
offices continued to hit a record high in the quarter,
rising 0.6% g-o-q to 11.6%. Although Grade B net
absorption appeared to stabilize during the period,
the rise in Grade B vacancy is likely to persist
throughout the remainder of 2010.

Investment sentiment in the property sector remained
positive in the second quarter with transaction
volume (including site acquisitions) reaching nearly
NT$63 billion, representing a g-o-q growth of
19%. During the period, a significant number of
deals were made by end-users, who accounted for
33% of total investment sales. In one high profile
acquisition, Pacific SOGO obtained the Windance
Shopping Mall in Hsinchu City for about NT$5.9
billion through a court auction. Elsewhere, Wistron
Corporation purchased an under-construction 1/O
building in Taipei’s Neihu area for approximately
NT$2.8 billion. The second half of 2010 is expected
to see the return of foreign investors as enquiries
from overseas institutional investors have increased,
with many exhibiting a strong appetite for retail and
hotel assets.
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