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IN A NUTSHELL 
 

 

 — The outlook for APAC real estate remains positive, underpinned by a resurgence in regional investment volumes, 

easing monetary conditions and genrally favourable rental growth prospects. 

— We expect demand-supply fundamentals to strengthen in coming years as elevated construction costs continue to 

constrain new supply, particularly for Logistics and Offices, with vacancy likely to tighten further in core locations.   

— Prime Logistics and Offices across key gateway cities in Australia, Japan, South Korea and Singapore may offer good 

entry points amid an upward rental cycle and recovering capital values. 

— Living sector benefitting from positive urban demographics shifts underpins potential opportunities in Australia 

(Built-to-Rent) and Japan Multifamily apartments, as well as alternative formats including Co-Living.      
  

 

1 / Market Outlook 
 

As the year 2025 draws to a close, prevailing market sentiment appears more positive compared to the beginning of the 

year, where trade tariffs and economic uncertainties took centre stage. Following the conclusions of trade deals between 

the U.S. and its major trading partners including those in APAC, our latest CIO view is that the worst of the trade war appears 

to be behind us, and global economic growth is expected to pick up. 

 

On the monetary front, APAC central banks have kept policy rates largely unchanged during the second half of 2025, as 

inflationary pressures have recently resurfaced, in part driven by imported inflation due to weakening currencies including 

Japanese Yen and South Korean Won. The rapid rate-cutting cycle that many investors were previously expecting looks 

increasingly unlikely. Still, current market expectations are for policy rates in Australia and South Korea to ease by another 

25-30 basis points by the end of 20261, which should underpin improving real estate liquidity and valuations. Meanwhile the 

Bank of Japan (BOJ) is expected to slowly continue the process of interest rate normalization, which could result in a minor 

rate hike up to 1% in 6-12 months. 

 

 
1 Bloomberg data, as of 3 December 2025 
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Nonetheless, the loan financing environment continues to improve, potentially providing a tailwind for investors. Based on 

our estimates, real estate financing costs (base rate plus loan margin) peaked over the course of 2023, but has since declined 

by approximately 200-250 basis points (bps) in Singapore and South Korea, while rates are now 100-120 bps lower in 

Australia. Japan is an outlier as higher base rates led to an increase of approximately 100bps compared to two years ago.  

 

On the investment front, transaction activity for income-producing real estate in Asia Pacific appeared to show positive signs 

with transaction volumes rising 15% y-o-y2 during the third quarter of 2025. On a rolling 12-month basis, investment volumes 

have climbed by around 20% in Japan, South Korea and Australia, while in China, volumes declined by 23% as investors 

remain cautious.   Notably, cross-border investors have turned increasingly active this year, constituting a third of capital 

flows, the highest since 2019 and a rise from 26% just last year, signaling a recovery of broader investor sentiment.   

 

From a pricing cycle perspective, in our view APAC real estate (excluding Greater China) seems to have moved from the 

bottoming out phase into the recovery stage, with yields no longer expanding, and now starting to compress in some mar-

kets. Valuations also appear to be finding stability, with the ANREV ODCE Index registering two consecutive quarters of 

positive net total returns (in local currency terms), while the quarterly return of 1.1% in the third quarter of 2025 is the highest 

recorded since Q2 2022. 

 

Sector Outlook  
Office: As labour market conditions remained strong with low unemployment rates in most developed APAC economies, 

many employers appear to be prioritizing workplace sustainability and talent attraction for their leasing requirements, hence 

pivoting towards higher quality buildings equipped with good amenities in core locations.  

 

Over the past six months, rental performance across Asia Pacific showed diverging trends. Rents in Singapore climbed to 

their highest levels in 17 years, driven by a diversified tenant base comprising financial services, technology, professional 

services and emerging sectors such as AI and Fintech. Occupier demand in Japan remained robust, supported by strong 

economic and labour market conditions, while leasing activities were constrained by low vacancy levels of 1%-2% in Tokyo 

and Osaka. This has underpinned strong year-on-year rental growth increases (Tokyo: 7.5%; Osaka: 10.8%)3 in the third 

quarter of 2025. In Seoul, CBD vacancy has climbed in recent quarters following a few major tenant relocations while vacancy 

in Gangnam remained tight at 1% due to lack of new supply. Nonetheless, office rental growth remained positive at 3%-4% 

levels. 

 

In Australia, overall market vacancy levels rose during the first half of 2025, however strong leasing activities led to a falling 

vacancy in premium grade assets. The divergence between premium grade and other assets is also reflected in rental growth 

– across Sydney, Melbourne and Brisbane, premium has outperformed Grade A assets by 2-5 percentage points4. At the 

other end, office assets in China continue to experience significant headwinds from tough macroeconomic conditions and 

high pipeline supply, with further rental declines expected compound the near double digit rental declines of 2024. Hong 

Kong office rents are also expected to have fallen by the end of 2025, though there are early signs of recovery with increased 

leasing from occupiers particularly in the premium office space in the core business districts. 

 

Over the next few years, we expect rising construction costs to keep new office supply levels below historical averages, 

supporting rental growth and occupancy levels, particularly for higher quality developments. 

Industrial: Logistics leasing demand in Asia Pacific showed resilience in the third quarter of 2025, with quarterly net 

absorption in first tier cities in APAC reaching its highest level of 1.4 million sqm since late 20234. In Australia, leasing volumes 

 

 
2 MSCI-RCA data, figures excludes data centers. As of November 2025 
3 JLL Research data, Q3 2025 
4 Colliers Research data, Q3 2025 
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remained strong but a surge in incoming supply has led to national vacancy climbing to 3.7%5 in the same period, though 

this still sits at tight levels.  

 

There is a greater divergence across submarkets in Greater Tokyo and Greater Seoul, where overall vacancy levels stand 

around 10%-15%. Occupancy levels in the prime central locations are stronger with demand remaining robust driven by e-

commerce and third-party logistics (3PL) players, leading to lower vacancies compared to the fringe submarkets where new 

supply and vacancy is higher. In Singapore, despite an uptick in vacancy rates due to a multi-year peak supply wave in 2025, 

logistics leasing momentum and rents remained firm, with notable enquiries from 3PLs and end-users seeking large 

warehousing spaces for expansion.    

 

On the demand side, logistics facilities catering to domestic consumption may see relatively resilient leasing activities. The 

supply outlook is more positive with a subdued pipeline expected as rising construction costs reduce project feasibility and 

lead to supply cancellations especially for speculative projects lacking tenant pre-commitment. While rental growth is likely 

to remain subdued this year, we expect rents to gradually pick up across most markets from 2026 onwards, particularly in 

Japan and South Korea where high construction costs and breakeven rents for new logistics developments have severely 

constrained future supply. 

 

Retail: The retail market landscape remains challenging amid evolving consumer preferences. However, compared to a year 

ago we see increasing signs of recovery, with a rebound in domestic consumption and international tourism supporting 

occupier demand and rental growth. Tokyo has been a major beneficiary, with tourist arrivals already surpassing pre-COVID 

levels supporting high-street retail demand and rental growth in prime locations including Ginza and Shibuya. Similarly, Seoul 

has benefited from increased tourism which has boosted leasing demand for high-street retail.  

 

The recovery can also be observed across other retail formats, including neighbourhood retail anchored by non-discretionary 

spending as domestic consumption strengthens post pandemic. Across Australia, national retail spending registered 3.5% 

growth over the 12-months to June 2025, showing stronger readings compared to the previous two years when consumer 

sentiment was weak. This supported rental growth across all retail formats including neighbourhood and regional malls. The 

outlook for retail has strengthened, though for most locations it is likely more towards achieving rental stability rather than 

strong rental growth expectations.  

 

Residential: Major cities in Japan and Australia continue to benefit from strong rental growth trends, underpinned by 

structural demographic factors such as population growth via overseas or domestic migration inflows, good rental 

affordability relative to home ownership costs and a shortfall of adequate housing supply. 

 

In Australia, where the national vacancy rate sits tightly at 1.2%, nationwide housing rents maintained a strong growth 

momentum of 5.4% y-o-y increase in November 2025, with even stronger growth recorded in Sydney (6.1%) and Brisbane 

(6.8%)6. Meanwhile the Build-to-Rent (BTR) sector continues to gain momentum with a record 6,000 units expected to be 

delivered in 2025, exceeding the previous record of 4,660 units in 20247. The federal government has a target of 1.2 million 

new homes by 2029 to alleviate the national housing shortage, and recent policy support measures including MIT legislation 

and land tax exemption (for Sydney BTR) are expected to support further growth in the sector in coming years. 

 

Japan’s residential market remained buoyant, driven by ongoing urbanization, positive domestic net migration, healthy wage 

growth as well as rising household formation around major city centres. Apartments in Tokyo have been a major beneficiary 

with rental growth reaching 8%-9% y-o-y8 during the third quarter of 2025, while Osaka has also benefited from strong rental 

 

 
5 Colliers Research data, Q3 2025. 
6 SQM Research, as of 1 December 2025 
7 Knight Frank Research, Q3 2025 
8 Savills Research, Q3 2025 
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growth since 2023 underpinned by low vacancy levels and constrained condominium supply arising from elevated 

construction costs.  

 

Supply Constraints  
Elevated building construction costs since the pandemic remain a key factor for our supply outlook. While cost inflation has 

eased from its peak, construction costs are expected to rise by another 3%-6% across major APAC cities outside China in 

20269, outpacing inflation and further challenging the viability of new developments.    

While the impact of higher construction costs vary by sector and location, our analysis of development costs indicates 

economic rents for new developments exceed current market rents by as much as 20%-30% in the office and logistics sectors 

across major cities in Japan, South Korea and Australia. Meanwhile, project delays or cancellation have been increasingly 

commonplace as new projects become economically unviable. Seoul’s logistics sector is a good example, where 

approximately 81% of projects (by area) have not commenced construction despite having obtained building permits at least 

three years ago10. This has severely restricted new supply, with new completions from 2025 onwards projected at less than 

one-third of new supply in 2024. Similarly, new CBD office supply across Australia over the next 4 years is expected to fall 

60% below the 20-year historical average11, which should help support occupancy levels in coming years.   

The expected decline in new supply should support occupancy levels and potentially drive rental growth across the 

residential and commercial sectors. In particular, the logistics sector is one of the biggest beneficiaries, given the lower 

proportion of land costs (and conversely higher proportion of construction costs) relative to other sectors.  Across markets 

supported by a strong demand profile – notably the logistics markets in Japan and South Korea, we expect a sharp decline 

in vacancy levels over the next few years on the back of strong occupier demand and significantly reduced supply pipeline. 

 

Exhibit 1: APAC - New Supply Constraints on the back of rising Construction Costs 

(% per annum)  

F = Forecast. There is no guarantee the forecasts shown will materialize.  
Source: DWS, Turner & Townsend, Colliers, JLL, CBRE, R Square. As of December 2025. 

 

 
9 Turner & Townsend, Global Construction Cost Performance 2025 
10 CBRE, A New Equilibrium for the Greater Seoul Grade A Logistics Market, September 2025 
11 Colliers data, Q3 2025 
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2 / Houseview Forecasts 
Rental Growth 
Looking ahead, we expect favourable rental growth prospects across Asia Pacific, with core office markets resuming an 
uptrend cycle. Sydney and Brisbane are likely to benefit from a recovery in occupier demand and limited supply, with prime 

vacancy forecast to tighten and drive incentives lower from elevated levels (currently averaging 40%-45%) supporting strong 

effective rental growth. We also expect the strong rental growth momentum in Tokyo to continue with prime vacancy forecast 
to remain below 2% over the next few years.      

The logistics sector should benefit from an expected recovery in occupancy levels over the next few years, driven by structural 

demand drivers of rising ecommerce sales and offline consumption trends as well as the supply constraints described earlier. 
In Northeast Asia, despite current supply, we retain our contrarian call for a strong turnaround in Logistics rents across Osaka 

and Seoul from 2026 onwards. Demand-supply fundamentals are forecast to become more landlord favourable, driving 

strong rental growth potentially of over 4%-5% per annum over the next five years in these markets. In Australia, low vacancy 
levels particularly in infill areas are expected to support rental growth with incentives stabilizing following a rebound from 

the pandemic lows. 

For shopping mall retail, rental growth is constrained by rising cost-of-living pressures and competitive retailer margins. 
Prime high street retail underpinned by good tourist footfall (Tokyo for example) could outperform in rental growth though 

yields are tight. Performance is also likely to diverge significantly by asset-type, for instance in Australia where we expect 

large format retail and neighbourhood retail underpinned by non-discretionary spend to perform better than CBD retail.    

We expect residential rents in Australia to grow strongly (4%-5%) annually as the supply shortfall situation is likely to persist 

amid rising rental demand, while multi-family rents in Japan should also continue to rise driven by urban migration and high 

home ownership costs. Across the major developing economies, rental growth prospects are forecasted to be led by India 
with rising occupier demand driven by its strong demographics dividend profile and ongoing economic progress which 

should benefit most sectors including office and logistics. In stark contrast, China remains mired in a deflationary demand 

environment, where despite lowering rents, landlords continue to struggle with filling up spaces amid double-digit prime 
vacancy rates. 

Exhibit 2: Net Effective Rental Growth Forecasts (2026-2030F) 

(% per annum)  

 

 

Note: Figures shown are on net effective basis after factoring incentives. China Tier 1: Beijing/Shanghai/Guangzhou; Regional Japan: Na-
goya/Yokohama/Fukuoka; India Tier 1: Mumbai/Bangalore/Delhi. There is no guarantee the forecasts shown will materialize.  
Source: DWS. As of December 2025. 
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Cap Rates 
With APAC central banks expected to ease monetary policy further in 2026, this should support cap rate compression across 

most locations, albeit at varying degrees. Outside China, Australia and South Korea stands out, given they have seen some 
of the highest yield expansion over the past two years and today have a comparatively high yields spreads to government 
bonds. Over the next five years, we expect office yields in Brisbane and Sydney to decline most. The logistics sector will likely 

share a similar trend, with Seoul possibly benefiting given current yields look attractive at around 2.5% while investor interest 

in logistics assets remain relatively strong. 

In Japan, investor concerns center around rising government bond yields and potential BOJ rate hikes. Our base case scenario 

assumes cap rates could move slightly upwards by approximately 10bps during the 5-year forecast period, with positive rental 
growth compensating for a higher interest rate environment and avoiding a significant asset repricing scenario, although 
weaker assets in secondary locations could still see a pricing correction. With allocations by European and US investors to 

APAC real estate constituting only 6% and 9% of their respective portfolios12, the return of cross-border capital to the region 

could push yields even lower in an upside scenario.   

Exhibit 3: NOI Yields vs Bond Yields    

E=Estimate, F=forecast. There is no guarantee the forecasts shown will materialize 
Source: DWS, JLL, CBRE, Colliers. As of December 2025.  

Total Returns 
Over the next five years, real estate returns are expected to be driven by income yields and rental growth, potentially aided 

by some degree of cap rate compression amid a lowering interest rate cycle. We currently project Total Returns (unlevered, 
property-level before taxes/fees) for the logistics sector to remain relatively attractive, with annual returns potentially led by 
Indian Tier 1 cities and Seoul (11%-12%), while we also forecast returns in the range of 8%-9% for across Australia, Osaka and 

Singapore. Institutional residential assets in Australia could also perform well with returns estimated at approximately 8% 

annually. 

Prime office assets in Brisbane and Sydney also may appear more attractive with returns around (9%-10%) enhanced by the 

potential recovery in asset values over the next 1-2 years. This is followed by Seoul, as well as Singapore and Tokyo (with 
levered returns potentially enhanced by low borrowing costs).  We project the sharp divergence in performance between the 
two major economies in APAC (India and China) to continue, with Indian Tier 1 cities likely leading the region backed by 

strong structural demand tailwinds while Chinese cities may continue to lag on weak demand-supply fundamentals which 

could take a few more years to recover. 

 

 
12 ANREV Investor Intentions Survey 2025  
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Exhibit 4: APAC Total Return Forecasts, (2026-2030F, Unlevered, LCU) 

(% per annum) 

 

F = Forecast. LCU refers to local currency returns. Note: China Tier 1: Beijing/Shanghai/Guangzhou; India Tier 1: Bangalore/Mumbai/Delhi; 
Regional Japan: Nagoya/Yokohama/Fukuoka. There is no guarantee the forecasts shown will materialize. Source: DWS, as of December 
2025. The returns are based on our forecasts for market rental growth and cap rates for each city. These are market-level forecasts and 
not tied to any product or benchmark.                                                     

Houseview Targets 
To summarize, the table below shows our House view targets. In our current view, gateway cities in Asia Pacific, tend to 

offer higher liquidity and transparency levels that may be suitable for core-focused strategies. The office, logistics and living 

sectors are expected to continue to provide potential investment opportunities in the region, while there may be a silver 

lining in the much-maligned retail sector investors may need to be more selective on both retail format (discretionary versus 

non-discretionary based retail) and individual asset selection given the divergence in performance across most retail types 

and locations. 

 

Exhibit 5: APAC Market Calls 

  

Source: DWS. As of December 2025.          
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3 / Investment Strategy 
APAC Living Sector 
Given the scarcity of existing assets outside Japan, the Living sector in Asia Pacific remains significantly under-invested, with 

transaction volumes since 2020 accounting for 7% of overall volumes, a relatively small figure compared to Europe (25%) 

and US (42%). The sector looks attractive owing to structurally lower vacancy levels and current tailwinds underpinning 

housing needs including better affordability for renters compared to home ownership costs, given the surge of housing prices 

and high price-to-income ratios across many major cities in the region.    

 

Australia BTR: The sector remains one of our top picks. Strong fundamentals continue to promote an potentially attractive 

case for investment: 1) Rental vacancy rates remain incredibly tight with Sydney (1.3%) and Brisbane (0.9%) below this time 

last year, while Melbourne remains stable sub 2%13; 2) Population growth is forecast to be the highest across the APAC 

region, with markets such as Sydney absorbing a third of overseas migration ;3) Supply constraints look to be more 

pronounced in the apartment segment due to higher construction costs and tight labor conditions particularly in Brisbane, 

with the time taken from approval to completion taking 2-3 years; 4) Rental affordability remains more attractive relative to 

home ownership due to high mortgage costs and elevated apartment prices.  

 

We believe underlying fundamentals appear supportive enough to potentially sustain annual rental growth up to 5% over the 

short to medium term, which could underpin investment returns, with supportive government legislation to improve market 

liquidity and an institutionalization of the sector. Deep local market research, investment and asset management expertise 

are highly critical for a successful project, with sub-market analysis required to understand local demographics and 

appropriate asset mix. DWS Research currently favours ‘essential living’ (lower amenitised) Build-To-Rent product along key 

commuter rail lines and emerging CBD hubs supported government investment/infrastructure and growing population 

catchments such as Western Sydney and Fortitude Valley in Brisbane. 

 

Exhibit 6: APAC Living – Fundamentals remain strong 
 

     

Source: DWS, MSCI, SQM Research. As of December 2025. 

 

Japan Multifamily/Co-Living: Japan’s multifamily apartment remains the only mature institutional residential market in 

APAC. The resurgence in inflationary pressures have been accompanied by strong wage growth, with labour unions having 

set wage growth targets of 5% for 2026. Meanwhile, demand for multi-family apartments have been driven by rising 

 

 
13 SQM Research, as of November 2025 
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migration flows to major city centres especially in Tokyo and Osaka, while aspiring home buyers are increasingly priced out 

of home ownership as housing prices hit record prices with resale condominium prices in Tokyo and Osaka increasing 32% 

y-o-y and 18% y-o-y in October 2025. 

The sector offers stability though with moderate rental growth expectations and competitive yields, though given the 

relatively low NOI yields for prime assets, investors may have to utilise higher leverage, potentially taking advantage of low 

borrowing costs or incorporate some value-add element to seek higher cash yields (>4%). 

  

Given Japan’s strong positioning as a global tourist destination in Asia Pacific, inbound tourism plays a critical role in the 

living and hospitality sectors. With overseas visitor arrivals of 37 million in 2024 (potentially hitting over 40 million in 2025 –

nearly one-third of Japan’s population – this has underpinned strong performance in hotels where the average daily room 

rate (ADR) for hotels in Tokyo and Osaka have nearly doubled compared to pre-COVID levels, prompting many visitors to 

seek alternative, short to mid-term housing solutions. With monthly hotel revenues now exceeding multifamily rents by 7 to 

8 times, this creates compelling income-enhancement opportunities for investors through the conversion of well-maintained 

residential assets into higher yielding operational co-living spaces with moderate capital expenditure (we estimate daily stay 

Co-Living leases can fetch up to 5x revenues versus typical monthly multi-family leases). Unsurprisingly this would require a 

higher level of operation expertise, operational fees and management costs to realise potential value creation. 

 

Other APAC Co-Living: With Co-Living also gaining traction across the region, we believe other countries including South 

Korea and Singapore could present potential investment opportunities, given rising demand from increasing single-person 

households, international students and young professionals as well as shifting preference to renting as housing prices surged. 

This is especially evident in South Korea, where renters in certain housing types outside apartments are increasingly opting 

for monthly rental transactions and away from the traditional lump sum deposits.    

 

Exhibit 7: APAC Living – Fundamentals remain strong 

     

Source: DWS, AJPI Databook, JLL, MOLIT, Singapore Department of Statistics. As of December 2025. 

 
APAC Logistics  
The logistics sector currently remains one of our top picks. Despite higher U.S tariffs, there appears to be support from 

intraregional trade which accounts for more than half of both exports and imports. Meanwhile demand for modern 

warehousing remains underpinned by strong e-commerce growth, upgrading demand away from older obsolete warehouses 

and increased nearshoring practices amid the low availability of good quality warehouses. Combined with expected 
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constraints in future supply, aggregate demand is set to outpace supply in coming years. According to CBRE14, proximity to 

transportation infrastructure and consumer markets are increasingly the two most important factors for logistics occupiers 

in Asia Pacific. We adopt a similar view and tend to prefer assets located in regional transport hubs or urban infill markets 

close to population catchment catering to domestic demand.  

 

Seoul logistics is considered one of our top targets. Manufacturers only account for a portion of leases (6%) while e-commerce 

and 3PL tenants account for about 80%, both supported by the country’s high e-commerce sales growth. Given the high 

divergence in vacancy levels, we currently favour the Central and Southeast areas where vacancy and new supply are more 

controlled, while avoiding the North where vacancy and new supply pressures are expected to remain high. Still, we expect 

current vacancies to quickly fill up over the next 1-2 years as new supply shrinks significantly, which could lead to an 

acceleration of rental growth in late 2026 or early 2027. Investors may consider focussing on dry warehouses and avoiding 

the cold storage segment where vacancy remains excessively high above 30%. 

 

Australian logistics continues to experience a period of normalisation, which has led to an increase in vacancy and incentives.  

Investors may wish to focus on ‘infill’ locations around growing population catchments and key arterial roads, and the cold 

storage market which remains chronically under-supplied with vacancy close to 0%, proving more resilient. Looking forward, 

we anticipate a ‘pivot to pre-commitment’ in the wake of higher vacancy and construction costs to help stabilise vacancy, 

while the underlying drivers of the sector remain intact to support continued growth in rents. 

 

With income yields currently at attractive levels of around 5.0%- 5.5%, we expect potential entry opportunities in Greater 

Seoul, Sydney, Brisbane over the next 6-12 months, with potential for cap rate compression as monetary conditions ease. We 

also like prime logistics in Japan (Tokyo, Osaka) with rental growth expectations and limited cap rate expansion potentially 

driving capital value growth. Logistics assets in Singapore also appear attractive given the city nation’s regional trade hub 

status and relatively high logistics income yields (6.5%) for 30-year leasehold assets, though capital upside may be more 

limited due to the shorter lease tenor. 

Exhibit 8: APAC Logistics Supply and Vacancy (As of Q3 2025) 
 

^ Aggregate figures to Tokyo, Osaka, Seoul, Sydney and Singapore 
F = forecast. There is no guarantee the forecasts shown will materialize. Source: DWS, CBRE, JLL. As of December 2025. 
 

APAC Office Sector 
In Asia Pacific, high office utilisation levels continue to underpin occupier demand, particularly in Japan and South Korea. 

With a limited supply pipeline across most core locations, office vacancy rates in Tokyo, Seoul and Osaka are expected to 
remain low, in stark contrast to the high vacancy levels observed in the US. 

 

 
14 CBRE 2025 Asia Pacific Logistics Occupier Survey, June 2025 
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In Japan, we expect Tokyo and Osaka’s office market to continue performing well, underpinned by sustained strong rental 

growth and low borrowing costs. However, with prime stock tightly held by major landlords and tight yields below 3%, we 

currently favour the Grade B space where rental growth has generally kept pace with the Grade A segment over the past 10 
years, while relatively higher NOI yields of circa 3% combined with low borrowing costs can provide relatively attractive 

levered returns. In addition, with the market experiencing low stock availability, implementing a lease up strategy may help 

capture positive rental revisions that could potentially deliver enhanced returns. 
 

While Seoul’s office vacancy has risen recently, vacancy in new Grade A developments (completed after 2020) remain tight 

at 1%-2%, highlighting flight to quality trends. We expect a combination of rental growth and yield compression (backed by 
further BoK rate cuts) to drive office returns. Investors may consider focusing on high quality offices located in the core 

Business Districts (CBD, Gangnam) while avoiding the east CBD fringe which could see significant incoming supply over the 

next few years. 
 

In Australia, net absorption for premium grade assets has been steadily positive at the same time demand for secondary 

grade buildings continued to contract. We currently favour Sydney and Brisbane CBD offices for their stronger occupier 
profile and a limited supply pipeline. With incentive levels forecast to decline, both markets could experience strong rental 

growth (on an effective basis) over the next few years (see Exhibit 2). Moreover, the recent price correction of 20%-25%15 
from peak pricing in Sydney could provide an entry point for investors. Investors may wish to consider focusing on premium 
or Grade A assets within the centrally located financial core submarket in Sydney, with a lower vacancy and stronger tenant 

demand profile. 
 
Across these office markets, we tend to favour high grade office assets in core locations with strong transportation links, 

particularly developments with ESG credentials and amenities which appeal to the younger Millennial and Gen Z employees. 

Exhibit 9: Strong Office Occupancies in Japan / South Korea and Office Yields in Australia  
 

 

 

F = Forecast. There is no guarantee the forecasts shown will materialize 
Source: DWS, JLL, CBRE, Colliers, Miki Shoji. As of December 2025. 

 

 

 
15 Colliers Research, Q3 2025 
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Important information  

For North America: 

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment 

products, or DWS Investment Management Americas, Inc. and RREEF America L.L.C., which offer advisory services. 

 

This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive 

it. It is intended for informational purposes only. It does not constitute investment advice, a recommendation, an offer, solicitation, the basis 

for any contract to purchase or sell any security or other instrument, or for DWS or its affiliates to enter into or arrange any type of transaction 

as a consequence of any information contained herein. Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability 

or completeness of information which is contained in this document. Except insofar as liability under any statute cannot be excluded, no 

member of the DWS, the Issuer or any office, employee or associate of them accepts any liability (whether arising in contract, in tort or 

negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, indirect, consequen-

tial or otherwise suffered by the recipient of this document or any other person. 

 

The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. This document is 

only for professional investors. This document was prepared without regard to the specific objectives, financial situation or needs of any 

particular person who may receive it. No further distribution is allowed without prior written consent of the Issuer. 

 

Investments are subject to risk, including market fluctuations, regulatory change, possible delays in repayment and loss of income and 

principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any point 

in time. 

 

An investment in real assets involves a high degree of risk, including possible loss of principal amount invested, and is suitable only for 

sophisticated investors who can bear such losses. The value of shares/ units and their derived income may fall or rise. 

 

Environmental, social, and governance (ESG) criteria are a set of standards for a company’s operations that socially conscious investors use 

to screen potential investments: Environmental (how a company performs as a steward of nature); Social (how a company manages rela-

tionships with employees, suppliers, customers, and communities); Governance (company’s leadership, executive pay, shareholder rights, 

etc.). 

 

War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led, and, in the 

future, may lead to significant disruptions in US and world economies and markets, which may lead to increased market volatility and may 

have significant adverse effects on the fund and its investments.  

 

For Investors in Canada. No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or 

the merits of the securities described herein and any representation to the contrary is an offence. This document is intended for discussion 

purposes only and does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not 

constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you 

should rely solely on the final documentation relating to the transaction you are considering, and not the document contained herein. DWS 

Group is not acting as your financial adviser or in any other fiduciary capacity with respect to any transaction presented to you.  Any trans-

action(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should take 

steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness of the 

transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transac-

tion. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction 

with DWS Group, you do so in reliance on your own judgment. The information contained in this document is based on material we believe 

to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates, and opinions 

contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections 

are based on a number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. 

Past performance is not a guarantee of future results. The distribution of this document and availability of these products and services in 

certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written permis-

sion. 

 

For EMEA, APAC, LATAM & MENA: 

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering 

products or services are specified in the relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and 

its officers and employees (collectively “DWS”) are communicating this document in good faith and on the following basis. 

 

This document is for information/discussion purposes only and does not constitute an offer, recommendation, or solicitation to conclude a 

transaction and should not be treated as investment advice. 

 

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations 

requiring the impartiality of financial analysis or prohibiting trading prior to the publication of a financial analysis. 

 

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, 

projections, opinions, models, and hypothetical performance analysis. No representation or warranty is made by DWS as to the reasonable-

ness or completeness of such forward looking statements. Past performance is no guarantee of future results. 
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The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, com-

pleteness, or fairness of such information. All third-party data is copyrighted by and proprietary to the provider. DWS has no obligation to 

update, modify or amend this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, 

projection, forecast, or estimate set forth herein, changes or subsequently becomes inaccurate. 

 

Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents. 

 

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of 

assumptions which may not prove valid. 

DWS does not give taxation or legal advice.  

 

This document may not be reproduced or circulated without DWS’s written authority.  

 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in 

any locality, state, country, or other jurisdiction, including the United States, where such distribution, publication, availability, or use would 

be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not cur-

rently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to 

observe, such restrictions. 

 

© 2025 DWS International GmbH 

Issued in the UK by DWS Investments UK Limited which is authorised and regulated by the Financial Conduct Authority (Reference number 

429806). 

© 2025 DWS Investments UK Limited 

 

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by 

the Securities and Futures Commission. 

© 2025 DWS Investments Hong Kong Limited 

 

In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by 

the Monetary Authority of Singapore. 

© 2025 DWS Investments Singapore Limited 

 

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this 

document has not been reviewed by the Australian Securities Investment Commission. 

© 2025 DWS Investments Australia Limited 

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda 

only in compliance with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. 

Additionally, non-Bermudian persons (including companies) may not carry on or engage in any trade or business in Bermuda unless such 

persons are permitted to do so under applicable Bermuda legislation. 

 

For investors in Taiwan: This document is distributed to professional investors only and not others. Investing involves risk. The value of an 

investment and the income from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative 

of future performance. This is a marketing communication. It is for informational purposes only. This document does not constitute invest-

ment advice or a recommendation to buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation of an offer to buy 

any security. The views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated 

companies at the time of publication. Certain data used are derived from various sources believed to be reliable, but the accuracy or com-

pleteness of the data is not guaranteed, and no liability is assumed for any direct or consequential losses arising from their use. The dupli-

cation, publication, extraction, or transmission of the contents, irrespective of the form, is not permitted. 
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