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Introduction

Since Instant was founded in
1999, we have been in a unique
position to witness the growth
of the serviced office sector
into new markets around the
world. This dynamic industry has
evolved into one of the fastest
growing sectors in the global
commercial property market,

providing innovative flexible
property solutions as an alternative to traditional long lease
terms. While the sector continues to see impressive growth
in established markets such as the UK, Western Europe and
the United States, it is the world’s emerging markets that are
undergoing the most exciting changes where we anticipate
some of the fastest growth over the coming decade.

Following the release of our Global Serviced Office Review
2011, which reviewed the world’s 50 largest serviced

office markets, we gathered feedback from many of our
corporate clients to determine which global regions were
most relevant to their needs. Whilst the specific needs did
vary, the most common request was for Instant to provide
a comprehensive guide to the serviced office sector in the
world’s emerging markets. This report is therefore intended
to give greater insight for international corporations looking
to set up offices in these locations.

The term emerging markets may be overused and there
appears to be no definitive list of markets, but our choice
of countries to include is based on the level of interest

in flexible offices from our client base, combined with

relevant criteria used by key economic organisations. In
addition to reviewing these developing economies, we

have also explored frontier markets, where companies can
struggle to procure space through the traditional property
market. These challenges are due primarily to the limited
availability of quality space and the complexity of navigating
local business customs and procedures. In total, we have
reviewed over 100 cities around the world for this report.

There are a host of different reasons why corporate
occupiers choose serviced offices as part of their overall
property strategy, but our research showed us that it was
the uncertainty and risk associated with expanding into new
and unknown markets that meant they were most likely to
consider a flexible solution.

For many large corporations, understanding the serviced
office sector in a location such as Vitoria, Brazil is far more
challenging than securing market information on more
developed markets such as Victoria, London. We have
produced this report to help address this dearth of useful
data, insight and analysis.

We hope that you find this report useful. As the world’s
leading specialists in the flexible office sector, Instant would
be delighted to help find the ideal workspace for your
business, wherever you want to be.

Pl

Patrick Elliott
Chief Executive Officer
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Emerging Markets
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The serviced office sector in the emerging markets now
represents 12% of the global market, an increase of 1.25%
over the previous year. In the past 12 months, the sector
within these markets has increased by 21% by adding 124
new centres. As of September 2012, there are 714 centres in
110 cities throughout 59 countries in Latin America, Africa,
and portions of Asia, Europe and the Middle East. Over the
next 5 years, Instant forecast that the number of centres in
the emerging markets will more than double.

Emerging markets are broadly defined as countries that are
experiencing rapid economic growth and industrialisation;
however, the criteria for determining which countries
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are classified as emerging markets is largely open for
interpretation. Since the 1980s, analysts from a wide variety
of organisations, ranging from the International Monetary
Fund to The Economist magazine, have established their
own criteria and compiled lists of more than 50 countries
that have been identified as emerging markets. While the
selection criteria and inclusions vary from list to list, there
are several key countries that will shift the world’s economic
balance over the coming years.

By 2025, the World Bank predicts that the economies of
Brazil, Russia, India, China, South Korea and Indonesia
will account for more than half of the world’s total GDP
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growth. Undoubtedly, it is in these countries where global
corporations will look to increase their market share. In
addition to these mega-economies, companies are also
focused on other high growth and frontier markets. Whilst
some of these countries may not be classified as emerging
markets, globalisation has placed these developing and
resource rich nations on the radar. For many companies
looking to enter these markets, serviced offices will serve as
the platform from which to establish an initial presence.

In order to accommodate demand for flexible office space
while mitigating the risks for companies looking to enter
these new markets, there is a push for serviced office
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providers to be among the first pioneers to establish
themselves ahead of anticipated demand. While there

is significant risk in doing so, the providers that do are
usually able to command some of the highest workstation
rates in the world. Due to the complexities of unfamiliar
laws and cultures, companies and individuals with a keen
understanding of the local market have been some of the
first to establish serviced office centres. Recently, many of
the larger, more established providers have recognised the
benefits of entering these markets early and have set out
ambitious expansion plans.







The European and Middle Eastern Markets
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The European and Middle Eastern Markets

The serviced office sector in the emerging markets of this
region is among the most developed, with many of the countries
benefiting from almost 20 years of sustained growth. Today the
region has a healthy stock of quality grade A office space.

The serviced office sector is well established in most of the
region’s primary markets, but there is still considerable scope for

growth in second tier cities — especially in Russia and Poland.

Relative to the size of its economy, Russia is one of the most
underdeveloped markets. So called ‘Business Centres’ are a
common, though basic, flexible property solution throughout
Russia. These centres provide some communal and facilities
management services; however, they are usually landlord

managed and fall short of providing the full turnkey solutions
found in traditional serviced offices. For this reason, they are

not accounted for in this report.

Almost half of the serviced offices in Moscow and St. Petersburg
are located in low grade buildings. The limited supply of quality
serviced office space, limited competition, and high property
rates make Moscow the most expensive market in the region with

an average monthly workstation rate of USD $1,550.

Istanbul is one of the fastest growing markets having more than
doubled in size over the past 2 years to become the region’s

largest market with a total of 21 centres.

Average workstation rates in Dubai have fallen from a high of
$1,675 in 2008 to a low of $900 in 2011. As of late 2012, rates
have recovered slightly to $955 per month. Over the past 2
years, the number of open centres in Dubai has decreased by
almost 30%, whereas the Abu Dhabi market has grown by 72%
over the same period.

A provider viewpoint

Instant talked to Regus, to get their view of
setting up offices in emerging markets:

‘ ‘ Regus currently operates more than
1,300 business centres in 97 countries across
the world. The list includes locations as far
flung as Kathmandu, Kampala, Panama City

and most recently, Kigali in Rwanda.

When Regus is deciding whether to set up in a
new country we look at a number of different
factors: the amount of interest from existing
customers, links with other centres across

the world and the types of businesses that
already exist in a particular place and external
demand partners. For example, Regus have had enquiries
about availability in Kampala, Uganda, from customers in the
oil industry, due to new oil finds in that region of Africa.

For customers using a Regus office to establish their base in

a new country, the benefits are many. For businesses moving
to a new country, one of the keys to success is being aware of
the local culture and customs. For each Regus centre, there is
a centre manager who is an expert in the local area, who can
support customers with information about anything from who
to talk to in government, to where to find a good restaurant

in town. Through their understanding of the local laws and
ways of working, the team at Regus can set someone up with
minimal fuss and disruption to the incoming business, and give

them the flexibility to expand or contract as required.

Through their
understanding of
the local laws and
ways of working,
the team at Regus
can set someone

up in a new office
with minimal fuss
and disruption

to the incoming
business...

Many companies don’t need a physical presence, so a virtual

office is particularly appealing in some of the more challenging
countries. This gives the business an address anywhere in

the world with a local phone number, answered in the local
language and can be set up within 24 hours.

As companies continue to look for easier and more cost-
effective ways to expand their business into the emerging
markets, the growth of flexible work in these locations is
expected to persist. It not only helps mitigate the risk of such a
move, but also helps remove the hassle of office logistics and

allow organisations to focus on the core of their activities.




The European and Middle Eastern Markets

Market Centre details Indicative workstation rate

Country Location Centre | City centre Business district Grade A centres Price Local Local rate USD rate
count locations locations range currency
8 © — ) ¢ $$ BHD 270

Bahrain ’ Manama $715

Bulgaria e Sofia 7 O ol * $$ EUR 470 $580
Croatia ~WEEEE  7Zaqreh 1 ® | * $ EUR 315 $390
|
Estonia  [lEEE Tallnn 3 ® H * $ EUR 245 $300
Georgia * M+  Thilisi 1 ’ m * $$ EUR 600 $740
+ +
Jordan = Amman 4 ® . * $$ JOD 395 $555
Kuwait : Kuwait City 4 ® e * $$$ KWD 280 $990
Latvia L 2 o) e * $ LVL 250 $445
Lebanon I Beirut 6 0 o H * $$$ usD 875 $875
Lithuania [ Vilnius 2 ® e * $ LTL 1,300 $465
Poland Lodz 1 ® e * $ PLN 815 $250
Warsaw 16 @ ol * $$ PLN 2,000 $610
Wroclaw 1 ® e * $ PLN 1,225 $375
Qatar ; Doha 6 ® o * $$$$ QAR 5,370 $1,475
Russia e Moscow 18 0 B * $$$$$ uUsD 1,550 $1,550
St Petersburg 4 ® 8 * $$$ uUsD 705 $705
SaudiArabiam Dammam 2 @ =n * $$$ SAR 3,415 $910
Jeddah 3 ® m * $$$ SAR 3,200 $855
Riyadh 4 ® N * $$$% SAR 5,175 $1,380
Serbia |7l Belgrade 3 ® —n * $$ RSD 50,000 $520
Turkey Ankara 2 ® B * $$ USD 700 $700
Istanbul 21 ) N * $$$$ usD 1,215 $1,215
Ukraine [ Kev 4 0 B * $$$ usb 925 $925
United Arab Abu Dhabi 11 $$$$ AED 3,940 $1,075
Emirates = 0 -:I *
Dubai 19 ® B * $$$ AED 3,500 $955
Price Range
More than $1500
$1500 - $1001
$1000 - $751
$750 - $500

less than $500
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The African Market
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The African Market

The African market can be one of the most challenging
environments for companies to establish a business. There is a
limited supply of quality grade A buildings, and both corporate
occupiers and serviced office providers alike struggle to secure
suitable modern premises. Leasing space through traditional
channels generally requires considerable advance funding and
local expertise to navigate complex local customs and procedures.

There is high demand from international corporations for quality
serviced office space in Africa’s emerging and developing
markets. This, in addition to limited supply, has made workstation
rates here among the highest in the world. Of the 25 serviced
office markets in Africa, 10 have average workstation rates
greater than US $1,000 per month.

The sector in South Africa is the most developed in Africa,

and business practices are more familiar than in the rest of

the continent. Market competition and an abundant supply of
quality office space make South Africa one of the region’s most
economical markets.

In many African markets, it is common for serviced office rents
to be paid quarterly or six-monthly in advance. Many centres sell
offices on a flat workstation rate inclusive of phone and internet.
Pricing is based on the number of desks the office was designed
to accommodate.

Due to the lack of quality office stock and the need to address
security concerns, many serviced office centres are established
in compounds located in outlying residential neighbourhoods.

Alternative Solutions

The office market in Africa has matured in
the past few years, with more awareness
of the advantages of operating from a
serviced office. Demand for office space
in the West, North and East of Africa

is rising. This growth is being driven by
the flexibility demanded by technology
companies and financial services
businesses who outsource their property
requirements and often seek a flexible
solution for their workplace.

The challenges posed by the African : =
market make it vital that a business can
rely on an established office environment
provided by an organisation that
understands the workings of African
authorities and can support companies
with experienced and knowledgeable

local staff.

The solution had

the advantage of the
space being fully fitted
out, which meant the
company could move
in within one week of

Lagos, Nigeria

When Hewlett Packard needed an office
in a grade A building in lkoyi, Lagos,

they approached Landmark, Africa, a
progressive serviced office provider

that regularly works with Instant. Having
outgrown their old office in Victoria Island,
Lagos, they needed to find a larger space
offering potential for further expansion
but with flexible lease terms. Landmark
were able to provide an office of 740 sgqm
and tailor the space according to Hewlett
Packard’s needs. The solution gave
Hewlett Packard a professional image in
the city, at an all-inclusive rent but with
none of the rigidity of a traditional lease
or the hassle of dealing with numerous
unfamiliar suppliers to get the office up

and running.

These case studies demonstrate some
of the more innovative solutions that, by
working with a specialist, international
businesses have found to set up in this
challenging continent.

Yaoundé, Cameroon
A Fortune 100 company needed

to establish operations quickly in
Cameroon, and they needed to be close
to the Government offices in Yaoundé.
This was to be a small operation of 2 — 4
people but there were no serviced office
options in the city, and no conventional
offices could be found that matched the
client’s requirements for quality of space
and flexibility of the lease.

signing the agreement.

The best solution in this instance was

for the company to set up its office in a
convention centre within the Yaounde
Hilton. This gave them good quality
space, as well as all the flexibility they
needed, both in terms of lease length
and the size of the space to lease. As
much of the work was business creation
they needed places in which to entertain,
that were amply provided by this
unconventional office solution.

Angola

An oil company was looking to set up
business in Angola. Emerging Markets
Consultants carried out a survey of
possible office locations; however, a
shortage of suitable spaces and delays in
construction threatened to delay the start
of the client’s operations. Fortunately,
another company was found that had
surplus space they were prepared

to sub-let, and a short term, flexible
agreement was negotiated. This solution
had the added advantage of the space
being fully fitted out which meant the
company could complete their company
registration and move in within one week
of signing the agreement.

10




The African Market

Indicative workstation rate

al Local rate rate
currency

Country Location Centre | City centre Business district | Grade A centres
count locations locations
2 ® ] ¥

Algeria ‘ Algiers $$$$ DZD 94,000 $1,130
Egypt ~ = i, 4 © . wk $$$ UsSD 950 $950
[ ]
Ghana W Accra 5 ) B ) ¢ $$$$  USD 1,260 $1,260
IvoryCoastI I Abidjan 1 ® e * $5$ XOF 475,000 $875
Kenya Kisumu 1 ® | * $ KES 30,000 $350
Nairobi 12 © Tl * $$$ KES 72,500 $845
Libya [N Trieol 4 ® = n S $$$6  USD 1,225 $1,225
Mauritius BB  Quatre Bornes 2 ® ] * $$3$ MUR 32,600 $1,055
|
Morocco - Agadir 1 ® | * $$% MAD 7,000 $780
Casablanca 3 ®© o ) ¢ $$$  MAD 8,100 $905
Marrakesh 1 ® B V¢ $$% MAD 6,800 $760
angier , 75 755,
Tangi 1 1 $$$ MAD 6,750 $
Nigeria I"“I Abuija 3 ® ] * $$$$ UsD 1,275 $1,275
Lagos 7 ® B * $$$$$  USD 1,600 $1,600
Rwanda I Kigali 1 usD 1,200 1,200
wanda igali ‘ | * $$$% $
Senegal I*I Dakar 1 ©) - * $$$ XOF 450,000 $830
N |
South Africa P Cape Town 4 ® ] )¢ $$ ZAR 4,300 $515
Centurion 1 ©) ] * $ ZAR 3,200 $385
Durban 4 ® B * $ ZAR 3,800 $455
Johannesburg 20 ® ] * $$ ZAR 5,600 $670
Port Elizabeth 1 ® | * $ ZAR 3,900 $465
Tanzania Dar es Salaam 3 $$5% USD 1,000 $1,000
i ]
Tunisia Tunis 2 ® ] * $ TND 775 $465
Uganda mmm Kampala 3 ® o * $$$$ usD 1,100 $1,100
Zambia - Lusaka 1 ® ] * $$5$ USD 1,450 $1,450
Price range
More than $1500
$1500 - $1001
$1000 - $751
$750 - $500
less than $500
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The Latin American Market
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The Latin American Market

The serviced office sector in Latin America has experienced the
highest percentage growth over the past 12 months, increasing
by 37.5% with a net increase of 45 new centres. The majority of
the growth is centred in the region’s two economic giants - Brazil

and Mexico.

Mexico City is the fastest growing market in Latin America,
increasing by 32% over the past 12 months with a net gain of
11 centres. The majority of the growth has been in the city’s
booming Santa Fe business district. Mexico City is also the
most competitive market in the region with 9 different providers

operating a total of 45 serviced office centres.

The sector in Brazil has grown by 50% over the past 12 months

and now has more than 40 centres across 10 different cities.

Much of this growth can be attributed to Regus, who have
expanded rapidly in Brazil by opening new centres and acquiring
local competitors. As a result, there is now a healthy supply

of quality serviced office space throughout the country, but
Brazil (in addition to much of South America) is one of the least
competitive markets.

The vast majority of serviced offices throughout Latin America
are located in new business districts which generally develop
outside of the typically congested city centres. Whilst these
areas offer modern facilities and infrastructure in a secure
environment, their peripheral locations may not always

be suitable for companies requiring convenient access to

governmental and financial institutions.

Case Study:

Ten Group

Ten Group is a corporate lifestyle concierge

service that has expanded rapidly since

its launch in 1998. Starting in London, Ten
expanded to have offices in 10 cities across the
globe spanning almost every continent, and is

currently looking to open in Sao Paulo in 2013. office.

Ten's key drivers for growth have been securing
significant tenders with global and local market-leading banks,
who need local experts on the ground to provide the exceptional

service expected from their provider of choice.

With this growth comes the need to find new offices, and
serviced offices provide the ideal solution, whether in emerging
markets or more established locations. Malcolm Berry, Global
Service Director | President (US) at Ten, believes that using
serviced offices to set up in a new city or country really helps to
smooth the process:

The serviced
provider in
Mexico City did
everything they
possibly could
to accommodate
the new satellite

“The set up process for a foreign owned company is always
complex, but the process can take up to 6 months in China.
When we were looking for an office in Shanghai, using a
serviced office gave us a registered address straight away that
helped to speed up the process. In addition we knew that the
space we were moving to would be equipped to meet all our
needs to start working on day one.”

When Ten wanted to set up an office in Mexico City, there were
a number of challenges to be overcome, not least establishing
the validity of the business in this challenging

market.

Instant were able to introduce Ten to 10S,

a serviced officer provider in Mexico,

who did everything they possibly could to
accommodate the new satellite office. The
new office building was not quite completed
when Ten needed to move in, so |OS found
them an alternative space just down the road,
and handled all the logistics of moving to the
finished office a few weeks later.

“In emerging markets, Ten Group needs the reassurance

of excellent security,” states Berry, “both for staff and IT
equipment, a robust comms room and the peace of mind that
setting up in a serviced office brings. By using this solution
we can get our business up and running in a potentially
difficult environment, leaving our teams free to focus on their

customers.”




The Latin America Market

Market Centre details Indicative workstation rate

Country Location Centre | City centre Business district Grade A centres Price Local Local rate USD rate
count locations locations range currency

Argentlna . Buenos Aires $695
Brazil - Belo Horizonte 1 @ B * $$$ BRL 1,775 $875
Brasilia 2 ® | * $$$$ BRL 2,270 $1,120
Curitiba 2 ® | )¢ $ BRL 790 $390
Fortaleza 1 ® B S $3$$ BRL 2,540 $1,245
Porto Alegre 1 @ 1 * $$ BRL 1,245 $615
Recife 2 ® | )¢ $$$ BRL 1,830 $900
Rio de Janeiro 9 ® o S $$$$ BRL 2,945 $1,480
Salvador 2 ® | % $$$ BRL 1,625 $800
Sao Paulo 21 ® el ) ¢ $$$$ BRL 2,220 $1,190
Vitoria 1 ® B S $$$ BRL 1,670 $825
Chile |k Santiago 9 ® ] ) ¢ $$ CLP 305,000 $630
Colombia r— Bogota 7 @ B * $$ COP 1,163,500 $650
Medellin 1 0 B S $ COP 850,250 $475
Costa Rica E San Jose 6 ® | * $ usD 400 $400
Ecuador & Guayaquil 1 @ [ * $$ usD 730 $730
Quito 1 o | S $$ usb 625 $625
Bl Salvador e San Salvador 1 o B S $$ uUsD 570 $570
Guatemala ILI‘I Guatemala City 7 0 B * $ usD 210 $210
Mexico [jaf] cuadalejara 7 0 B ) ¢ $ MXN 4,200 $320
Mexico City 45 ® ol * $$ MXN 7,200 $550
Monterrey 12 @ ] * $ MXN 5,450 $415
Puebla 2 ® B ) ¢ $ MXN 4,265 $325
Tijuana 2 o B * $ MXN 5,850 $450
Panama i- Panama City 5 O B * $$ usD 645 $645
Paraguay i Asuncion 1 @ [ * $ usD 490 $490
Peru [ Lima 5 o B ) ¢ $$ usD 525 $525
Uruguay —== Montevideo 3 ® (| * $$ usD 515 $515
Venezuela [~ Caracas 1 @ [ * $55$% VEF 9,650 $2,250
Price range
More than $1500
$1500 - $1001
$1000 - $751
$750 - $500
less than $500
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The Asian Market
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The emerging markets of Asia have seen the highest increase of
serviced office space with a net increase of 64 centres added over
the past 12 months. In general, there is sufficient availability of
modern grade A buildings throughout Asia’s emerging markets.
The availability of quality space has allowed the sector to develop
quickly, and the use of serviced offices is becoming a familiar
property solution in both primary and second tier markets.

China is the largest serviced market in this region with 136 centres
in 12 different cities. The serviced office sector in China has grown
by 25% in the past 12 months. In addition to China, the sector has
grown by more than 25% over the past 12 months in Indonesia,
Philippines, South Korea, Taiwan and Thailand.

Limited supply of grade A office space in Almaty makes it the most
expensive in the region for serviced office space at $1,250 per
workstation per month. Beijing is the most expensive developed
market at $1,010 per workstation.

The providers of quality serviced office space in India must
struggle to overcome negative perceptions from local users of

the overall suitability of this type of office solution. The provision

of “office cabins” is a common practice throughout India, and
this property solution is generally associated with poor quality, low
costs and high density work environments. For the purposes of
this report, these centres are not included in the figures, as they fall
short of providing a traditional serviced office environment.




Flexible offices in China

Instant’s Head of Research, Branton Moore, interviewed Gigi Liu, Communications
Director at The Executive Centre, one of Instant’s provider partners. He discovered
how difficult it can be for businesses to set up in China, and how working with an

established office provider can really speed things up.

Branton: which countries do you cover?

(Gigi: The Executive Centre operate

in 10 countries, including Hong Kong,
China, Macau, India, Indonesia, Japan,
Korea, Singapore, Taiwan, and Australia.

Branton: What specific issues
do businesses need to consider when
moving to China?

(Gigi: Industry Status

In China, certain industries are
encouraged while others may face
restrictions or even be prohibited
altogether. Businesses planning

to invest on the mainland should
carefully identify what the status

of their industry is as the situation

may change. Industries which the
government is keen to encourage may
be entitled to subsidies, tax breaks or
even favourable land grants from local
authorities.

Company structure

The industry status will also determine
the type of company which can be
established. Wholly foreign-owned
enterprise where an investor has

a complete control, two types of
Sino-foreign joint venture - equity
joint venture and contractual joint
venture; a foreign-invested company
limited by shares; and foreign-invested
partnership are the five types of
company as permitted on the mainland.

Local Rules

Local investment rules are not uniform
across the country. In the less developed
areas as well as central and western
regions of China where the government
is trying to encourage investment, the
regulations may be more favourable

to the investors’ needs. Whilst another
set of rules and regulations govern
investment from qualifying Hong Kong

and Macau companies. Accordingly,
businesses should look into which region
they are planning to invest in.

Registration Period

Setting up a business in China can take
anything up to six months, unlike Hong
Kong in which establishing a company is
straightforward and can be completed
within a week or two. Some well-
connected officials or consultants may
be able to arrange permits quicker, but
such speed may result in the violation

of some mainland laws and regulations.
So, the registration time and procedures
involved should be taken into account in
the overall business plan.

Branton: How does TEC make the
decision that a country/city is suitable
for setting up a business centre?

(Gigi: We conduct continuous
monitoring and evaluation of Asia’s top
40 economic centres using a defined
set of experience-based criteria, and
factors including market maturity,
economic growth, political stability, and
infrastructure to identify the locations
for our new centres. We hunt across

all markets, all the time. Nowadays the
premium landlords seek us out for their
new projects, which allow us to nail
down excellent expansion locations
sometimes 2 years in advance.

In recent times, owing to strong client-
led demand, a number of newly opened
centres attained 45-55% occupancy
prior to their official opening.

Branton: What do you consider to
be the most difficult aspect of setting
up offices in Asia?

Gigi: The escalating office rent is the
key challenge to setting up offices in
Asia. With growing demand from US

and European corporations to increase
their presence in Asia, Hong Kong

has unseated London as the world’s
most expensive place to take up office
space, whilst the cost of renting prime
office space in China has soared
dramatically with average office rents in
Shanghai and Beijing reaching CNY300
per sq m per month.

Under the current uncertain economic
climate, it is very challenging for
corporations and start-ups to forecast
their expansion pace in twelve months,
let alone three to five years. Accordingly,
setting up a business in traditional
offices requires huge capital investment
and long lease term commitments,
restricting companies to adapt quickly
and decisively to rapidly changing
market conditions. For a company

to sustain a competitive advantage,
operational efficiency and flexibility are
key. When companies intend to set up
their offices in a new city or country,

it normally takes around 4-5 months

to deal with furnishing, designs and
decoration, and so on. Serviced offices
however, take merely one week to be
ready for business, making it much more

efficient and cost effective.
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The Asian Market

Market Centre details Indicative workstation rate

count locations locations range currency
China - Beijing $$$$ CNY 6,400 $1,010
Chengdu 7 Q B * $$ CNY 3,500 $550
Chongging 1 ® e * $ CNY 2,000 $315
Dalian 1 0) I * $ CNY 2,870 $455
Guangzhou 11 ® B * $$ CNY 4,365 $690
Hangzhou 3 ® e * $ CNY 2,350 $370
Shanghai 66 ©® B * $$ CNY 4,530 $715
Shenzhen 8 ® B * $$ CNY 3,580 $565
Suzhou 3 ® e *\7 $ CNY 2,250 $355
Tianjin 4 ® - * $ CNY 2,750 $435
Wuhan 1 @® e * $ CNY 2,200 $345
Xiamen 1 ® E * $ CNY 2,250 $355
India z Bangalore 13 ® B * $ INR 18,950 $340
Chennai 3 ® ] * $ INR 26,500 $475
Gurgaon 7 ® B * $$ INR 27,800 $500
Hyderabad 5 ® ] * $ INR 19,450 $350
Kolkata 5 ® B * $ INR 22,000 $395
Mumbai 21 ® ] * $$$ INR 43,000 $770
New Delhi 6 ® ] * $3$ INR 45,000 $805
Pune 3 ® ] * $ INR 15,500 $280
Indonesia M Jakarta 20 ® B * $$ IDR 4,900,000 $515
Kazakhstan Almaty 3 ® ] * $$$$ USsD 1,250 $1,250
Malaysia KualaLumpur 27 ® B * $ MYR 1,185 $380
Pakistan Karachi 1 ® e * $ PKR 37,800 $400
Philippines ’ Manila 9 ® B * $ PHP 13,300 $315
South Korea 4% Pusan 1 ® | * $ KRW 530,000 $465
)
Seoul 14 ® B * $$$ KRW 880,000 $775
Taiwan E Taipei 12 ® B *\7 $$ TWD 18,450 $615
Thailand ~ mmmmm Bangkok 22 ® B * $ THB 11,475 $385
Vietnam Hanoi 2 ©) e * $$ VND 14,100,000 $675
Ho ChiMinh 3 ©) e * $$ VND 13,000,000 $625

Price range
More than $1500
$1500 - $1001
$1000 - $751
$750 - $500
less than $500

19



Issues to consider

Many corporate real estate executives struggle with setting up offices in

emerging and frontier markets. The deals that they do may be small but take up a
disproportionate amount of their time. The potential for costs and timing overruns,
false starts and unsatisfactory outcomes is far greater than in more mature parts
of the world. The challenges of opening an office in an emerging market are quite
different from those in Paris or Tokyo. Working closely with James Whitmee of
Emerging Markets Consultants, we have identified a number of areas to consider:

Market Issues

B Some of these markets are very
buoyant, and it may be necessary
to reserve space with a non-
refundable deposit whilst
corporate approvals go through.

B In some markets there are very
few offices available, even serviced
offices, apart from those occupied
by government and state-owned
companies, making it necessary to
take apartment/villa space or hotel
accommodation for use as offices.
B [tis often extremely difficult to
negotiate with landlords, particularly
on financial terms. In general
landlords don't seem to be as
concerned as in other markets if
space does not let. This often
seems to be because owners do
not tend to borrow to own real
estate and so are not under bank
pressure. In some markets it may be
the case that the money used does
not come from legitimate sources.

B There are often bogus ‘fees’ to be
paid and other fraudulent practices
to negotiate, including forged title
issues, or people falsely presenting
themselves as owners. Working
with a specialist who knows the
local customs and practices can
save a lot of time and hassle.

Information issues:

B Markets are not always transparent.
In most markets there are no letting
boards, no marketing material, and
sometimes no advertising of property.
Furthermore, there is no communication
between agents, who tend to keep
quiet about their instructions to prevent
other agents from introducing lessees/
purchasers and stealing the fee.

B Landlords may not be prepared

to provide information unless they are
absolutely convinced that a requirement
is legitimate. There are instances of
people posing as purchasers to get
information to commit fraud.

B |t may be difficult to obtain
photographs from a security point of
view, or because a landlord or agent
simply won't let you (sometimes for

no obvious reason). In some locations
photography may require a permit.

B There may be corruption in public
office, and ownership of real estate by
persons connected with government
may present issues in terms of
compliance with legislation such as the
Foreign Corrupt Practices Act.

B There may be information that would
be beneficial in the relocation process,
but that is not cost-effective to obtain.

Timing issues:

M ltis often necessary to obtain a

visa and there can be delays. Some
visas require a letter of invitation

from someone in the country, often
authorised by a notary or the local
police. Some countries do not have
embassies in the UK, in which case one
has to obtain the visa in another country.
B Some of these markets have their
weekends on Thursday/Friday or Friday/
Saturday and close down for different
national or religious holidays.

B Many capital cities in emerging
markets are very big and difficult to get
around from a traffic or public transport
point of view, for example Luanda in
Angola or Bangkok in Thailand.

B There is a big work-style difference
in these markets. It is often difficult to
get information from someone until you
have had several meetings and there is
a level of trust. Meetings, whether they
happen or not and what happens during

them, are all much more casual.

Other issues:

B Availability and reliability of utilities
may be a major issue and in some
markets clients become completely
self-sufficient with power generation,
water and sewerage treatment and
telecoms masts.

B It may be necessary for the tenant
to pay extra money to get faster utilities
connections, municipality approvals, etc.
B Security issues, including crime,
military activity, and terrorism, require
additional funds to protect the

office and staff.

B |eases may be short-term and rent
costs low — transaction/consultancy fees
(and the client’s opportunity costs) may
be very large relative to total lease cost.
B Property rights in some markets may
not be secure.
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Definitions and acknowledgements

Serviced office: an office that provides clients with
fully furnished and equipped offices in addition to full facility
management. They are commonly known as executive suites,

executive centres, business centres and managed offices. The data

presented in this report pertains solely to this type of office space.

Provider: the company that owns, operates and manages

the serviced office business. Providers may have one or multiple sites

in their portfolio of properties in which they provide this workplace
solution.

Centre: Anindividual serviced office site within a specific

building. Some providers have centres across multiple floors within a

building; however, this is only counted as one unique centre.

Workstation: the fumiture package that is allocated for
each user of serviced office space. As a minimum, this is comprised
of a desk, chair, pedestal, and waste basket. Some providers also

include additional items such as writing mats, filing trays, desk lamps,

and/or bookcases. The number of workstations in an office is
usually the same as the office headcount.

Average workstation rate: Total monthly rent
for an individual office divided by the number of workstations that
the office was designed to accommodate. In some cases, tenants
may opt to replace one or more workstations for a meeting table
or to create a break-out space within the office. The number of

workstations that would normally be accommodated in the space is
used to determine the average workstation rate per office.

Flexible office: Anumbrella term that encompasses a
variety of workspace solutions that can be easily and quickly adapted
to fit the occupier’s needs for length of term, space layout, growth or
contraction of scale and specific use of the space.

City centre: This is considered to be the historic or
traditional centre of a city and the immediate surrounding area.
Typically, this is the area where most civic and administrative offices
are concentrated. Depending on the city, the primary business district
may or may not be located in the city centre.

Business district: Thisis any area of a city that has
a high concentration of businesses and supporting infrastructure.
Includes both primary CBD and other secondary business districts.
A city may have multiple business districts, and depending on the
city, they may or may not be located in the traditional city centre.

Grade A centre: A high quality serviced office
environment that complies with the standards of most large
international corporations. These are usually located in Grade A
buildings, provide sophisticated IT systems, imported high quality
office furnishings, and a full range of administrative and support
services available to tenants.
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Instant would like to thank the following for their valuable
inputs to this report:

The Reg'us Group - the world’s largest provider of
flexible workspaces.

Emerging Markets Consultants - a niche
consultancy, founded in 2005, offering real estate services in
emerging or frontier locations.

The Executive Centre - aleading provider of virtual and
serviced offices in the Asia-Pacific region.

Landmark Africa - a provider of short, medium and long
term real estate solutions across Africa.

EXEC Offices Built to Suit - providing full turn-key

office solutions in Brazil.

Ten Group - an international corporate lifestyle
concierge service.

Instant

Instant are the global specialists in flexible offices,

with one mission: to fulfil our clients’ need for the
perfect workspace. We make sense of the huge range
of solutions available, from a pay-as-you-go desk to a
serviced office through to a fully managed workspace .
We make the space work for the occupier, tailoring it to
fit each business precisely. Our teams around the world
offer specialist, local advice to help businesses move
wherever they need to.

Contact Instant on +44 (0) 20 7298 5665
oremail bm@instantoffices.com
Branton Moore, Head of Research
www.instantoffices.com

Note: The figures in this report were collated using Instant’s proprietary data combined with data supplied by our partners for centre numbers

and quoted workstation rates. © Copyright Instant Offices Limited 2012. The information contained in this report is for general information

purposes only. The information is provided by Instant and while we endeavour to provide accurate information, we make no representations

or warranties of any kind, whether express or implied by statute, common law or otherwise, about the completeness, accuracy, reliability,

suitability for any purpose or availability with respect to the information or related graphics contained in the report . Any reliance you place on

such information is therefore strictly at your own risk.
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Llinstant

The flexible office specialists

London (Headquarters)

13th Floor, 20 Eastbourne Terrace
London W2 6LG

Tel +44 (0) 20 7298 5665

Fax +44 (0) 20 7402 7257

Email corporates@instantoffices.com
www.instantoffices.com

Sydney

Level 31, RBS Tower

88 Phillip Street, Sydney, NSW 2000
Tel +61 (0) 2 8211 0615

Fax +61 (0) 2 8211 0555

Miami

5550 Glades Road, Suite 204,
Boca Raton, Florida, FL 33431
Tel 1 866 918 4640

Fax 1561 869 1919



