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Highlights

The Cape Town office market showed improvement in
Q2 2015, partly driven by the conversion of Triangle
House, in the CBD, to residential and hotel
accommodation.

The vacancy rate reduced to 8.1% in Q2 2015 from
9.2% in Q1 2015. This is the lowest vacancy rate in
the various South African metros surveyed by
SAPOA.

Rental rates improved by an overall average of 5,7%
yly with Grade A buildings driving much of the growth.

ssswazzmues



Cape Town Office Market Outlook
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Prime gross rent Prime yield Vacancies Total gross leasable area
170 ZAR/m? (GLA)(000 m?)
per month’ 8.0% 8.1% 2,445m?
> > > A 12 month

Source: Baker Street, JLL, SAPOA

Demand

Activity in the Cape Town office
market showed improvement in Q2
2015, partly driven by the conversion
of Triangle House, in the CBD, to
residential and hotel
accommodation. The relocation of
the building’s tenants in the node
contributed to a decline in vacancies
within the CBD, particularly in Grade
B buildings, which gained much of
the sudden surge in demand.

Nevertheless, the improvement in
take-up was not limited to the CBD
with all major nodes in Cape Town

Notable recent events

60000 -
Triangle house, in the heart of the CBD is being converted into a
combination of residential and hotel units. This has resulted in 40000 -
the tenants of the building moving to alternative accommodation
in the CBD. The combined effect of reduced office supply and 20000 -
the relocation of tenants has contributed to a reduction in
vacancies in the node. Although it is too early to tell, the
continued vacancies in the CBD are likely to prompt alternative g o0
uses as seen in the Johannesburg CBD, with some office
accommodation being converted into student housing and -20000 -
residential.

-40000 -
JLL Office Clock

-60000 -

Rental
growth
slowing

Rental
growth
accelerating

recording a decline in vacancies.
Aside from the CBD, significant
property absorption was noted in
Pinelands, and the Waterfront
nodes. Hence demand was spread
across the major property types,
indicating that demand was not
purely generated by the conversion
of Triangle House. While the building
contributed 24,000m? of office
accommodation to the city, a total of
37,149m? was taken during the
quarter with some tenants still
looking for alternative
accommodation from the building.

Rents
falling

Rents
bottoming

out

outlook

The improvement in take up in Cape
Town contrasts with the national
trend of declining employment,
suggesting that the regional
economy is doing better than the
national average. Yet the
improvement remains gradual. Once
one accounts for a ‘lateral move” of
tenants from Triangle House, the
improvement in demand is much
slower. This, however, is viewed as
a positive because a slower
recovery tends to be mores
sustainable.

Figure 1: Take up (net office absorption)
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A Grade B
1 Prime rent represents the top open market rent that could be expected for an office unit of the

The JLL Property Clock™ highest quality and specification in the best location in a market, as at a survey date.
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S U p p Iy the lowest vacancy rate in the various

South African metros surveyed by

Overall office supply remained largely SAPOA. This reduction was .
unchanged in Q2 2015. The markethas ~ Predominately driven by the CBD 12.0% -

seen a slight reduction in supply with the where overall vacancies reduced from

Figure 2: Cape Town vacancy rate

134%inQ1t011.7% in Q2 as a

conversion of Triangle House. However, i 11.0% -
this was mitigated by the completion of result of the Triangle House
E-TV's building during Q1 2015, also in conversion. A substantial portion of
the CBD. this 24,000m? property was occupied 10.0% -
by quality office tenants who have
Atotal of 43.000m? of new now had to find alternative options to 9.0%
’ J/0

accommodation is anticipated to reach make way for the conversion.

completion before the end of 2015, ) o
including the 18,000m? Bridge Park Nevenhelgss, vacancies declined in 8.0% -
Development in Century City. Q2 2015 all the major Cape Town nodes during
also saw the announcement of several the quarter, with the most significant 70% -
speculative developments in Century declines being in Ronderbosch, e

Clty, including The Apex (8,000m2) The Claremont and Belville. The three

Matrix (5,000m?) and the Annex nodes are dominated by Grade A 6.0% ——
(4,000m?) being added to the pipeline. accommodation. Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
Therefore, the city's development split 2012 2012 2012 2012 2013 2013 2013 2013 2014 2014 2014 2014 2015 2015

now sits at 62.0% speculative — that is In terms of property types, vacancies

developed without a pre-specified remained highest in Grade C buildings

tenant, contrasting with Johannesburg's @t 20.7% and in Grade P buildings at
40.0%. 13.7%. The vacancy trend highlights

the importance of balancing price with Re ntal M arket

quality in this challenging economic

VacanC|eS climate. As a result, Grade A Performance Outlook

vacancies remain the lowest at 5.4%.

A slight reduction in vacancies in greater The market has started to see a

Cape Town has seen the overall office recovery in. reptal r.ates with quality. We anticipatg a further reduction
vacancy rate reducing to 8.1% in Q2 pfflces achieving higher ren?als, whilst in vacancies in Q3 as more
o ; . itis noted that they are coming off a tenants move out of Triangle
2015 from 9.2% in Q1 2015. This is .
very low base. The average prime House and take up more of the
o . rentals in the lower grade properties existing vacancies in the city.
Table 1: Indicative development projects will be slower to recover with Properties such as the 5 star
vacancies in the Grade C sector well green rated Portside are expected
Development Approximate Expected into double figures. Rental rates to benefit from this.
Size (m?) Completion improved by an overall average of
Date 5.7% yly with grade A buildings driving Overall, the market is showing the
. . much of the growth with a 12.1% yly first signs of recovery which also
Bridge Park 18,000 Century City Q32015 rise. In contrast, Grade P justifies the rise in non-
accommodation managed a marginal speculative developments in the
Touchstone 10,000 Cape TownCBD | Q32015 2.0% yly rise, reflecting the challenge city. The growth in developments
with vacancies. is well paced with the gradual
The PaViliOn 4,000 Waterfront Q3 2015 recovery in demand, and the
i ) stability shown in the market
for rental growth.
The Annex 4,000 Century City Q12016
The Apex 8,000 Century City Q12016 Figure 2: Cape Town rentals
The Matrix 5,000 Century City Q12016 R180 - R 167
R160 -
Citadel 6,500 Claremont Q32016 R140 - R132
R 120 -
R 100 - R 87
. R80 -
Recent completions — Total 8,000m? 12 month outlook R0 -
R 40 -
R20 -
ETV, CBD Cape Town 8,000m? RO . . .
Grade P Grade A Grade B

- Q22014 - Q22015



About JLL
Cape Town Office StatiStiCS JLL (NYSE: JLL) is a professional

services and investment
management firm offering specialized
Table 2: Average gross rental/m? for prime buildings real estate services to clients seeking

increased value by owning,
yly % yly % occupying and investing in real
change change estate. A Fortune 500 company with
annual fee revenue of $4.7 billion and
City Centre 2.0% 1.0% gross revenue of $5.4 billion, JLL has
more than 230 corporate offices,
operates in 80 countries and has a
global workforce of approximately
58,000. On behalf of its clients, the
firm provides management and real
estate outsourcing services for a
property portfolio of 3.4 billion square

Table 3: Average Gross rental/m? - Grade A buildings feet, or 316 million square meters,
and completed $118 billion in sales

yly % q-to-q % acquisitions and finance transactions
change change in 2014. Its investment management

business, LaSalle Investment

V&A Waterfront 163 165 167 2.0% 1.0%

Average Grade P 163 165 167 2.0% 1.0%

City Centre 12.1% 9.7% Management, has $56.0 billion of real
. o o estate assets under management.
Century City 122 123 127 4.1% 2.7% T fefim sErd e, A
Tygervalley/Bellville 102 103 105 3.3% 1.6% registered trademark, of Jones Lang
LaSalle Incorporated.
V&A Waterfront 163 165 167 2.0% 1.0%
For further information, visit
Average Grade A 126 128 133 5.1% 3.6% e
JLL offices
Table 4: Vacancies by Grade
Johannesburg

Office 303, The Firs
P A B ’

Rosebank, South Africa, 2196

0, 0, 0, 0, 0,

Q2 2014 24.7% 5.5% 11.0% 26.8% 9.7% Tel +27 11 507 2200

Q12015 15.4% 6.2% 10.3% 21.9% 9.2%

Q2 2015 13.7% 5.3% 9.0% 20.7% 8.1% Zandile Makhoba
Head: Research, South Africa
Johannesburg
Tel +27 11 507 2200

Table 5: Future supply zandile.makhoba@eu.jll.com

Director: Commercial Leasing and

2015 (f) 43,000 -55% 2,488,719 2.4% Sales

2016 (7 26,500 38% 2515219 1.1% (B:aker S AL

ape Town

Tel +27 21 461 1660
dave@baker-street.co.za

www.jll.co.za
www.jllpropertysearch.co.za
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This report has been prepared solely for information purposes and does not
necessarily purport to be a complete analysis of the topics discussed, which are

inherently unpredictable. It has been based on sources we believe to be reliable, but
we have not independently verified those sources and we do not guarantee that the I

information in the report is accurate or complete. Any views expressed in the report
reflect our judgment at this date and are subject to change without notice. Statements

that are forward-looking involve known and unknown risks and uncertainties that may BAKE R STREET

cause future realities to be materially different from those implied by such forward-
looking statements. Advice we give to clients in particular situations may differ from PROPERTIES
the views expressed in this report. No investment or other business decisions should

be made based solely on the views expressed in this report.
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