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10-04-2008: KL lacks Grade A offices

by Rosalynn Poh
Email us your feedback at fd@bizedge.com

KUALA LUMPUR: Malaysia is in danger of losing its competitive edge due to lack of
Grade ‘A’ office space in Kuala Lumpur, even if it is still inexpensive by regional
standards, with some commanding RM7 per sq foot.

“It would be ironic if Malaysia lost out in attracting multinational regional operations
simply through having insufficient quality of office space,” Regroup Associates ] ]
executive chairman Christopher Boyd said. EdgeDaily Exclusives

On the local front, the increasing demand for Grade ‘A’ offices in the past 12 months
might even see Kuala Lumpur losing out to Petaling Jaya.

Regroup’s latest survey revealed Grade ‘A’ office buildings in KL are now 94.5%
occupied. He added that brave developments in untried locations such as Menara
Axis and Jaya 33 in Petaling Jaya have had good response.

Boyd said unoccupied space increased after the Asian financial crisis and in 2001, an
estimated 13.5 million sq ft were available. City Hall then imposed a freeze on the
approval of buildings more than 20-storeys in the Golden Triangle.

This resulted in the lack of interest in constructing new buildings, as it was not
economically justifiable.

“A shortage has crept up on us and caught us almost unaware. Major corporations
which might otherwise have been located in the city have been squeezed out due to
planning restrictions and traffic congestions,” Boyd said.

For the past nine years, it has been difficult letting empty office space in the Golden
Triangle due to low demand and the preferred letting of KL Sentral, where 1.3 million
sq ft were pre-let in four new buildings in two years.

Boyd said the service sector was growing at 9.7% a year, and 200,000 new graduates
emerged annually to seek employment. New office supply may not meet demand over
the next three years and rents are likely to continue to rise.

Regroup urged KL City Hall to review the current position and to issue clear guidelines
on new office building approvals that would allow for moderate growth.
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