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Regional sentiment continues to stabilise, though the underlying
picture is more nuanced

Headline Sentiment Indices remain negative but essentially unchanged from Q1, with both the Occupier and
Investment Sentiment Indices around their least negative levels since Q1 2023

Credit conditions indicator rebounds notably as macro pressures ease over the quarter, with sharp
improvements evident in Singapore, China and Malaysia

Japan cools from its recent highs but remains solid, while Sri Lanka, India and Singapore post upbeat results

The Q2 2026 RICS Global Commercial Property Monitor
results for APAC point to a further stabilisation in
regional sentiment, with the headline metrics essentially

unchanged from the previous quarter. That steadiness
masks a slightly more nuanced picture at the country

level, however, where some of the drag from the recent

Middle East tensions appears to be fading in the credit

and expectations data, though the impact on real activity

is becoming more visible in a softer occupier demand

reading at the aggregate level.

Occupier and investment sentiment continues to

stabilise

At the APAGwide level, the Occupier Sentiment Index
came in at-11in Q2, little changed from -10 previously
(Chart 1). The Investment Sentiment Index followed a

similar pattern, edging up marginally to -12% from -13%.

Both readings represent the least negative outturns since

Q1 2023 and mark a sixth consecutive quarter of gradual

improvement on the investment side. While neither
yet signals a generalised upturn, the direction of travel
remains constructive.

Beneath this steady headline, the credit conditions series
shows the clearest evidence of easing macro pressures.

The regional net balance recovered to +17% from just +2%

in Q1, when concerns around energy prices and inflation

had driven a sharp tightening. This partial rebound is
consistent with the widely reported easing in oil prices
through Q2 and suggests that the more acute phase of the

recent macro shock may now be passing.

Chart 1 - Occupier and Investment Sentiment Indices
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That said, occupier demand at the regional aggregate
returned to negative territory, with a net balance of -6%
(compared with +4% previously). The softening was broad-
based, though most pronounced in the retail segment (-15%,
from -5%). It is possible that some of the drag from the Q1
shock is only now feeding through into real activity, and

the coming quarters will be important in gauging whether
this represents a lagged adjustment or a more meaningful
deterioration.

National-level divergence remains a defining feature

As shown in Chart 2, the composite Commercial Property
Sentiment Index (CPSI) continues to vary substantially across
the region. Sri Lanka has now emerged as the standout
performer, with the reading rising to +20% from +9% in Q1.
India remains firmly positive at +19%, edging up from +16%
previously, while Singapore has strengthened further to
+17% (from +11%). Japan continues to post the strongest
occupier sentiment in the region, though the composite
reading has eased from a multi-quarter high, coming in at
+27% compared with +40% in Q1.

Elsewhere, several markets show ongoing signs of
stabilisation. China’s CPSI improved further to -32% from
-38%, marking the least negative reading since Q1 2022.
Hong Kong also moved a little further off recent lows, with
the reading edging up to -12% from -15% previously. Malaysia
remained broadly steady at +1%.

By contrast, Australia and New Zealand continue to weigh

Chart 2 - CPSI by country
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on the regional aggregate. Australia’'s CPSI came in at
-14%, little changed from -13% in Q1, while New Zealand
slipped back to -9% from -3% previously. In both cases,
respondent feedback continues to highlight residual
uncertainty from the fuel supply shock earlier in the

year, along with continued caution around the broader
economic outlook.

Occupier demand softens, with retail leading the decline
While the aggregate occupier demand series has slipped
back into negative territory, the underlying picture varies
considerably across markets. India led the region, with the
net balance for tenant demand rising to +39% (from +27%
in Q1), followed by Sri Lanka at +33% and Malaysia at +26%.
Japan continued to record a solidly positive reading (+21%),
although this represents a meaningful easing from the
exceptionally strong +58% recorded in Q1

At the other end of the spectrum, China’s occupier
demand deteriorated to -29% from -18%, partly reversing
the improvement seen last quarter. Australia (-13%) and
New Zealand (+4%, down from +8%) also softened. At the
sector level, industrial and office demand held up better
than retail across most markets, though the office series
turned marginally negative at the regional level (-4%, from
+8%).

India and Sri Lanka now lead rental growth prospects
Chart 4 presents twelve-month rental growth projections
at the all-sector average level across national markets, with
results shown separately for prime and secondary space.
Sri Lanka now anticipates the strongest rental growth of
any market covered, with the all-property average forecast
rising to close to 7%, followed by India at just above 6%.
Both markets show broad strength across prime and
secondary segments alike.

Japan continues to project positive rental growth for the
year ahead, particularly in prime office (close to +5%).
Singapore, Malaysia and Australia are expected to see
modest growth at the prime end of the market, alongside
broadly flat to mildly negative outlooks for secondary
properties. Rental growth expectations in mainland China
and Hong Kong remain in negative territory, although the
pace of expected decline has moderated compared with
previous quarters.

Investment enquiries broadly steady, with pockets
of clear strength

Despite the regional Investment Sentiment Index still
sitting in negative territory, national-level data continues
to reveal several markets where investor interest is

Chart 3 - Credit Conditions Change Over Previous
Quarter
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Chart 4 -All-Sector Twelve-Month Rental Growth
Projections
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meaningfully positive. Japan again leads, with a net balance
of +42% of respondents reporting an increase in buyer
demand, though this has eased from +52% previously.
Singapore has strengthened notably, with the reading rising
to +37% (from +27%), while Sri Lanka (+28%) and India (+38%)
also continue to record solidly positive outturns.

Hong Kong's net balance for investment enquiries came

in at -5%, an improvement on -8% previously and the least
negative outcome since Q1 2023. China's reading also
became less pessimistic, moving to -27% from -32%. That
said, Australia (-23%) and New Zealand (-7%) remain the
visible laggards.

Looking at twelve-month capital value expectations, the
heatmap (Figure 5) on the next page continues to highlight a
clear divergence across regional markets. Sri Lanka and India
remain the strongest and most broad-based performers,
with capital value growth of close to 6% expected across
almost all sectors. Japan and Singapore project more
moderate but still positive trends, led by prime office assets
and alternative sectors such as data centres. Australia and
New Zealand appear broadly flat at the aggregate level, with
modestly positive projections for prime industrial and data
centres offset by softer outcomes in secondary office and
retail. By contrast, China and Hong Kong continue to show
widespread weakness across most traditional commercial
sectors, though data centres and student housing continue
to demonstrate relative resilience.

Perceptions of the cycle vary sharply by market

Perceptions of the current property cycle continue to

vary considerably by market (Chart 6). China and, to a
lesser extent, Australia are still widely viewed as being

in a downturn phase, though the share of respondents
identifying an early upturn has increased in both cases. New
Zealand stands out as the market where respondents are
most concentrated around the bottom of the cycle, with
close to 60% of feedback placing it there. Hong Kong has
seen a notable shift, with the largest share of respondents
(around 40%) now viewing the market as being in an early
upturn.

Sri Lanka, India and Singapore are predominantly seen as
being in an upturn, while Japan stands alone at the top of the
cycle, with the vast majority of respondents (around 70%)
now placing the market at or near the peak. This aligns with
the modest cooling in Japan's headline sentiment indicators
this quarter and reinforces the case that the market is
entering a more mature phase.

rics.org/economics
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Chart 5 - Twelve-month Capital Value and Rental Growth Projections by Country and Sector
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Chart 6 - Global Perceptions Regarding Point in the Cycle
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Regional comments from survey participants

Australia

In Australia the Federal Budget in May proposed massive increases in
taxation on investment properties. The changes to negative gearing
and capital gains tax and introducing a death tax to testamentary
trusts will increases rents and decrease investor demand and are
putting downward pressure on values, primarily residential but across
most asset classes. They are not yet passed into law but the damage
is already being felt. - Brisbane

Soft office demand is likely to continue until the end of the year. -
Canberra

Dominated by pessimism, caused by a federal government controlled
by selfish politicians and hatred of business. - Melbourne

Vacancy in Melbounre CBD is sitting close to 20%. This is due to half
a million square metres of stock hitting the market as COVID arrived
and a subsequent scaling back of office requirements due to a strong
working from home culture. Currently there is no new development
from 2027. The lack of development pipeline will allow the vacancy
to reduce over time. A lack of construction is however linked to the
economic rent required to construct. - Melbourne

Recent Federal government budget tax changes to soften the real
estate market and make lending conditions tighter. - Newcastle

Lack of Perth CBD office developments will likely affect rent and
incentive levels in the coming few years. - Perth

Due to the uncertainty of the war and the new Federal Budget 2026,
investors tend to sit back and assess the possible financial impact in
the next 3 months. - Sydney

Market for B grade office CBD assets is doing well, with core rents
struggling as tenants are looking to take spaces in as in condition.
Incentive rates that tenants are chasing are high and above what can
be expected, which only push rents to a higher level. Sustainability
schemes are also not of that high importance compared to what they
were during COVID, however, | only moved here 6 months ago so | will
see how that progresses. - Sydney

Very hard to predict at this as per new tax laws from government. -
Sydney

Brunei

Sluggish domestic market conditions with inflationary pressure built
up due torise in global energy prices . Reduced domestic demand
due to reduction in purchasing power as a result of increased in
prices of imported goods and services and rise in cost of borrowing. -
Bandar Seri Begawan

Cambodia

At the button of market now, as recycle, it will slowly go up by next 2
years. - Phnom Penh

China
The property market remains in a downward cycle. - Beijing
Real estate market is going up and stable. - Chongging

Local office and commercial demand is declining, while industrial
demand is rising due to the aerospace industry cluster. - Wenchang

Hong Kong

Commercial real estate remains soft as majority of the distressed
assets are yet to be absorbed. Investors focus mainly on student
housing acquisitions and operations due to government policy
encouraging the expansion of higher education admissions across the
universities. - Hong Kong

Geopolitical impacts on market. - Hong Kong

Policy of tightened mortgage on commercial properties imposed
by banks/financial institutions has great impact on confidence of
potential purchasers. - Hong Kong

The property market is gradually stabilising, with signs of an upturn.
Leading effects from education and healthcare are providing some

positive encouragement to the overall economy and society. - Hong
Kong

The sentiment in Hong Kong overall continues to improve but
geopolitical events continue to be challenging. While Hong Kong is
benefitting from businesses moving some of their assets out of the
Middle East, rising energy costs are an issue especially in our hot
summers. - Hong Kong

Under slightly recover stage. - Hong Kong

The market is turning up to compensate for the last 3 years of
uncertaincy. Morer interest by mainland Chinese for property in HK. -
Hong Kong Island

Just residential properties would get a little bit rise in 2026 in Hong
Kong. - Kowloon

India

Market is not good and we should encourage the customers with
proper data and firm commitment on deliverables. - Bangalore

With regard to office space, the Indian markets are facing significant
supply crunch hence the impact of job loss through Al is not being
felt just yet. Most leases executed in the past 24 months will honour
their tenures and lock-in periods. The next set of renewals occurring
between 2028-2030 will be critical in understanding the true impact
of Al and other geo-political events. - Bengaluru

In this city, the real estate market is somewhat limited in construction;
however, occupancy rates exceed 80 percent. Additionally, the area
possesses industrial potential, leading to an increase in houses,
offices, and retail spaces. Over 100 financial institutions are providing
funding for business and housing loans. - Bhilwara, Rajasthan

Market demand is there only issue is the projects are not based on
socio economic condition of the area. - Chennai

Its was at peak till recent time. It's a kind of stable for past few months.
- Gurugram

Domestic consumption demand continues to be strong despite global
headwinds. Foreign investments from Asian economies such as Japan
continues to be robust. Al led uncertainty and job losses may affect
sentiment. - Hyderabad

Improved investor climate, more emphasis on industrial and general
infrastructure. - Kolkata

Due to ongoing geopolitical tensions and supply chain issues the cost
of construction has gone up significantly due to which developers
are trying to deffer the outflows delaying the project lifecycle. Also
the climate (heat waves) and delayed onset of monsoon has started
impacting the construction activity. - Mumbai

The markets are good but some impacts of the West Asia crisis. -
Mumbai

Keep on improving. - Navi Mumbai

Sustainable Development Goals for cities is the urgent need of the
hour. People, Planet, Purpose must lead to Prosperity & Peace. -
Noida

Property rates are being increased for no reason. High sales are
pretended. Inventories are increasing. - Pune, Maharashtra

Now there is highdemand for Old age homes.This is due to the local
socio development .Youngsters are going abroad for better job
oppertunities .Their parents are left alone and thy depend upon old
age homes and the children are working abroad and they can offred
to meet the financial side,This is a very important change which
needs a concern on the economy of the state and social impact. -
Thiruvananthapuram
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Regional comments from survey participants

Indonesia

Very soft, due to Government policies and political situations not
favourable. Fall in stock and shares markets, lacking of investment
confidence overall. - Jakarta

Macau (China)

Macau is a travel retail market prime resort hotel can hold up the
secondary tier hotel facing challenges especially competition w
Zhuhai. Demand of prime office and industrial buildings also very low.
Zhuhai may offer as a best alternative. - Macau

Malaysia

Capital value in new developments (primary market) is still
persistently higher than secondhand market. - Kota Kinabalu

Geopolitical tensions impact. - Kuala Lumpur

Malaysia continues to successfully walk the tightrope between the
geopolitics of China and the west. This is increasingly attractive

to foreign industrialists and Malaysia has a good record of
accommodating them. - Kuala Lumpur

Myanmar

Military government distorts market dynamics along with social
unrest. - Yangon

Myanmar's economy recovered rapidly from Q3 2025 following the
earthquake. However, economic growth has slowed since March

due to the global energy and fuel crisis. Upscale shopping centers in
Yangon were having nearly 100% occupancy in end of Q4 2025. The
fuel crisis resulted some tenant turnover in Q2 2026, at approximately
3% but vacant spaces were quickly absorbed by businesses on
waiting lists. Retailers have reported weaker sales since March, with
performance below the same period last yea. - Yangon

New Zealand

Modest if any change to property markets over past 3 months as

we are now mid-winter, a quieter period, whilst geo-political events
continue to dominate inflationary pressures (fuel costs) with the RBNZ
increasing the OCR by 25 Basis points this month. The upcoming NZ
Government elections will create some market uncertainty, subject to
policies yet to be fully revealed. High quality/well located, long leased
to quality tenant Industrial investment property remains in high
demand. - Christchurch

Singapore

Prime office rents continue to edge upwards, supported by steady
demand, a growing scarcity of contiguous space and active asset
management. This positive outlook is prompting many fund investors,
particularly those approaching the end of their investment horizon,
to crystallise gains ahead of the next meaningful wave of new supply
expected from 2028. - Singapore

Sri Lanka

Due to the Middle East and global war tend to increase in fuel prices
affect all the services and supplies. - Cololombo

Current Account distress leading to currency weakness as a result
costs increase with cost of material increase. Increased replacement
cost theoretically decline in value in use could be expected but cost
led upward pricing is observed. The current market is cost driven and
counter the valuation concept that market does not compensate

an owner for what it cost to replace an asset. Specially under current
account stress leading to nominal price increase reflecting inflation
&not real. - Colombo

Due to the Middle east tension the real estate market is affected in
the country. - Colombo

There have been no significant changes in the commercial property
market compared with previous years. The market continues to
move at a relatively slow pace, with growth largely running parallel to

infrastructure development. Foreign investment in the infrastructure,
tourism, and manufacturing sectors has not shown any significant
improvement. - Colombo

The general market is not very active. Government tax policies are not
encouraging the investors as well as ocupiers. No investments. No
real development. - Dehiwala Mount Lavinia

The real estate market is slightly picking up. If the world economic
conditions settle down as expected, it will grow further. - Dehiwala,
Colombo District.
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Global Commercial Property Monitor

RICS’ Global Commercial Property Monitor is a quarterly
guide to the trends in the commercial property investment
and occupier markets. The report is available from the
RICS website www.rics.org/economics along with other
surveys covering the housing market, residential lettings,
commercial property, construction activity and the
facilities management market.

Methodology

Survey questionnaires were sent out on 10 June 2026 with
responses received until 13 July 2026. Respondents were
asked to compare conditions over the latest three months
with the previous three months as well as their views as
to the outlook. A total of 1368 company responses were
received.

Responses have been amalgamated across the three

real estate sub-sectors (offices, retail and industrial) at a
country level, to form a net balance reading for the market
as awhole.

Net balance = proportion of respondents reporting a rise
in a variable (e.g. occupier demand) minus those reporting
a fall (if 30% reported a rise and 5% reported a fall, the net
balance will be 25%). Net balance data can range from -100
to +100.

A positive net balance reading indicates an overall increase
while a negative reading indicates an overall decline. The
RICS Occupier Sentiment Index (OSI) is constructed by
taking an unweighted average of readings for three series
relating to the occupier market measured on a net balance
basis; occupier demand, the level of inducements and

rent expectations. The RICS Investment Sentiment Index
(ISI) is constructed by taking an unweighted average of
readings for three series relating to the investment market
measured on a net balance basis; investment enquiries,
capital value expectations and the supply of properties
for sale. The Commercial Property Sentimet Index is an
unweighted average of the OSI and ISI. Regional indicators
are weighted using estimates of the stock of commercial
property provided by LaSalle Investment Management,
and are adjusted on an annual basis.

Contact details

This publication has been produced by RICS. For all
economic enquiries, including participation in the monitor
please contact: economics@rics.org
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Disclaimer

This document is intended as a means for debate

and discussion and should not be relied on as legal or
professional advice. While every reasonable effort has
been made to ensure the accuracy of the contents, no
warranty is made with regard to that content. Data,
information or any other material may not be accurate and
there may be other more recent material elsewhere. RICS
will have no responsibility for any errors or omissions.
RICS recommends you seek professional, legal or technical
advice where necessary. RICS cannot accept any liability
for any loss or damage suffered by any person as a

result of the editorial content, or by any person acting or
refraining to act as a result of the material included.

Economics Team

Simon Rubinsohn
Chief Economist

srubinsohn@rics.org
Tarrant Parsons

Head of Market Research & Analysis

tparsons@rics.org
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Delivering confidence

We are RICS. As a member-led chartered professional body
working in the public interest, we uphold the highest technical
and ethical standards.

We inspire professionalism, advance knowledge and support
our members across global markets to make an effective
contribution for the benefit of society. We independently
regulate our members in the management of land, real
estate, construction and infrastructure. Our work with others
supports their professional practice and pioneers a natural
and built environment that is sustainable, resilient and
inclusive for all.

Enquiries
contactrics@rics.org
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