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Welcome to Insight #23 covering the 
Asia-Pacific region
Pandemic, war, economic ups and downs. The job of forecasting future 
growth has become near-impossible in recent quarters, as the world has 
been forced to cope with a rare combination of events that have disrupted 
conventional wisdom and turned growth assumptions on their head.

At the start of 2022, global forecasters were predicting a year of calm, 
steady growth as the major economies continued to recover from the 
impact of the Covid-19 pandemic and its after-effects, including the 
disruption of supply chains and export markets around the world.

The exporting nations of Asia Pacific, led by China, were first to recover 
from Covid before the end of 2020, but they continue to be troubled by 
the disruption to supply chains. Outbreaks of the Omicron strain of Covid 
exacerbated the situation and led to tough crackdowns on movement 
within China, first in Shanghai and more recently Beijing.

Economic recovery in China and elsewhere in Asia Pacific led to rising 
oil prices, as demand soared last year. But now oil supply and prices 
have become a global issue because of the Russian invasion of Ukraine. 
The conflict there has damaged Russia and Ukraine economically, with 
Russia being subject to ever-stricter sanctions imposed by the West as a 
result of its actions. Both countries are vital suppliers of wheat and other 
key food materials to international markets, something that could have a 
widespread impact by the winter.

Here we take our regular look at the issues affecting both the global 
economy and their impact in Asia Pacific.

In a special focus article, we also look at the changing face of the modern 
office, as employers and workforces embrace flexible working, partly as a 
result of the pandemic. We examine what it means for office use across 
the region.
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Global economy

Global economy 
battered by a 
‘perfect storm’ of 
pandemic and war

The headlines have been 
dominated by war in Ukraine, 
and there is no doubt that the 
conflict there will have a negative 
effect on world growth this year, 
not least because of the severe 
effect on the economies of both 
Russia and Ukraine.
Any conflict presents economic risk to the 
world at large, but the roles of these countries 
as significant food suppliers present an added 
burden that is concerning international bodies 
such as the IMF.
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Global economy

Oil prices initially soared on the 
back of economic recovery, led by 
China and the Asia-Pacific exporting 
nations, which recommenced activity 
quickly out of pandemic lockdown in 
2020. However, the major fluctuations 
in energy prices have occurred 
during recent months alongside 
other negative trends. The pandemic 
disrupted supply chains, with the 
impact felt in major industries such as 
electronics, auto manufacturing and 
mobile communications.

Conflict also hurts food production 
supply chains. Inflation has crept 
towards 10 per cent in several key 
markets, threatening economic 
stability and any chance of a smooth 
return to post-Covid normality.

As sanctions continue to be imposed 
on Russia, a major supplier of oil 
and gas particularly to Europe, 
its customers are moving to find 
alternative supplies. That may come 
from exporters like Saudi Arabia 
agreeing to increase production, or 
Qatar loading more gas container 
vessels. However, it also risks a 
drop in consumption as economies 
contract under the weight of 
economic breakdown and particularly 
the impacts of inflation.

As a result, both the World Bank 
and the International Monetary Fund 
(IMF) have revised their growth 
predictions for 2022 and next year 
downwards. For example, the IMF 
says now that average global growth 
will be 3.6 per cent in both years, 

down almost one per cent on an 
earlier forecast, and a significant 
reduction on the 6.1 per cent 
achieved in 2021.

The IMF has referred to “unusually 
high uncertainty”, with downside risks 
to the fore, “including from a possible 
worsening of the war, escalation of 
sanctions on Russia, a sharper-than-
anticipated deceleration in China as a 
strict zero-Covid strategy is tested by 
Omicron, and a renewed flare-up of 
the pandemic should a more virulent 
virus strain emerge”.

Forecasters have even postulated 
that the Ukraine crisis “has increased 
the probability of wider social 
tensions because of higher food and 
energy prices”.

IMF research director, Pierre-Olivier 
Gourinchas, pointed out that all 
these elements – pandemic, war, 
inflation, economic disruption – bring 
uncertainty at all levels and in the 
short, medium and longer term. For 
example, where governments ran 
up enormous borrowing to provide a 
Covid-19 ‘safety net’ for millions, the 
prospects of paying off debt diminish 
with inflation. Economies can 
stagnate as policymakers struggle 
to balance the books and meet the 
rising cost of economic uncertainty. 
The confident calculations of 2021 
have become nervous workings in 
the margins during 2022.

There is no region that will escape 
the impact of all this during 2022-23. 
But according to the IMF, greatest 

progress will be made by those 
economies that co-operate across 
borders to help each other cope with 
Covid – by making vaccines and 
testing materials available to all – and 
also in helping to restructure debt for 
those countries who cannot cope with 
new financial realities.

The IMF and others argue that this 
year’s ‘perfect storm’ underlines the 
need to accelerate decarbonisation of 
industry and energy, and to embrace 
new training and work practices for 
workforces who need more skills 
and greater flexibility if they are to 
contribute to future recovery and 
success.

The situation brings sharp focus 
on the major economies of China 
and its exporting neighbours. Can 
they shake off the impact of Covid 
variants, without repeating the 
strict lockdowns of tens of millions 
of people witnessed in Shanghai 
and Beijing? Can supply chains 
be restored in such a way that 
international markets recover 
and demand for Asia’s goods and 
components grows to pre-pandemic 
levels?

It has become fashionable to say 
that globalisation is over, and that 
the balance of economic power may 
be changing as nations wrestle with 
the political and economic impact of 
recent major events. The challenge 
facing Asia’s export nations is 
to convince the rest of the world 
that they can respond to the new 
demands of global trade and co-
operation.

This year’s ‘perfect 
storm’ underlines the 

need to accelerate 
decarbonisation of 

industry and energy, and 
to embrace new training 

and work practices
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Policymakers across the Asia-Pacific 
region have been warned to expect a 
reduction in predicted growth because 
of various ‘headwinds’ converging on 
their economies throughout 2022.

Although exporting nations led by 
China have been expected to push 
ahead as they recover from the 
Covid-19 pandemic, forecasters from 
the International Monetary Fund (IMF) 
say that the emergence of Covid 
variants has combined with other 
global factors to create a potential 
'perfect storm’ and curtail growth.

Soaring oil and gas prices present 
a problem for the APAC region, 
whose major economies tend to be 
oil importers. Oil over $100 a barrel 
has an impact on production costs 
for manufacturers and transporters in 
China, Vietnam and elsewhere.

Uncertainties created by the war in 
Ukraine and a tightening of global 
finances also contribute to a general 
downgrading in growth expectations, 
according to the IMF.

Regional GDP is now expected to 
grow by 4.9 per cent this year, lower 
than the IMF predicted last January 
and 1.6 per cent less than the 2021 
figure. “Slower growth and rising 
prices, combined with the challenges 
of war, infection and tightening 
financial conditions, will exacerbate 
the difficult policy trade-off between 
supporting recovery and containing 
inflation and debt,” added an IMF 
update in April.

It points out that Russia’s invasion 
of Ukraine has a twin effect in Asia: 
reducing demand for goods from 
European customers and threatening 
commodity prices in emerging 
markets. Weakened demand from 
Europe hurts Japan and South Korea, 
as well as China.

“Most of Asia’s emerging and 
developing economies are net 
importers of oil, gas and metals, 
making them particularly vulnerable to 
rising global commodity prices. That 
means that a deterioration in their 

Regional economy

Slower growth and 
rising prices, combined 

with the challenges 
of war, infection and 

tightening financial 
conditions, will 

exacerbate the difficult 
policy trade-off between 
supporting recovery and 
containing inflation and 

debt

Economic 
‘headwinds’ 
likely to curb 
expected growth 
for Asia Pacific
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terms of trade — a measure of prices 
for a country’s exports relative to its 
imports — will likely reduce growth, 
weaken currencies and worsen 
current account balances. High food 
and fuel costs also add to inflation 
pressures, especially in lower-income 
countries where they make up a 
large share of consumer spending,” 
according to the IMF forecast.

The IMF has reduced its growth 
forecast for China to 4.4 per cent for 
the year, primarily because of the 
recent crackdowns on coronavirus 
outbreaks, most notably in Shanghai. 
The IMF say this factor alone 
threatens to disrupt global and 
regional supply chains further.

Policymakers across the region are 
urged to take immediate steps to 
protect poorer communities in Asia 
from the worst effects of rising fuel 
and food costs, with initiatives in New 
Zealand (public transport subsidies) 
and the Philippines (cash grants) 
cited as positive examples. The IMF 
say China and Japan enacted fiscal 
measures to support recovery from 
the coronavirus last year, and that 
similar measures should be adopted 
longer term.

The key message from the IMF 
analysis is that governments must take 
measures aimed at stabilising their 
economies and reducing the risk of 
economic disruption and social chaos.

High-profile construction projects 
continue across the region. Hong 
Kong-listed ESR has unveiled plans 
to develop a $1.9 billion logistics 
park on a former university site at 
Osaka in Japan. The company, now a 
major player in the region following a 
merger in Singapore and acquisitions 
in China, expects to complete the first 
phase of the massive project by 2024.

President Xi said recently that 
China will spend on infrastructure 
as a means of boosting the national 
economy in the wake of renewed 
outbreaks of coronavirus. State TV 
reported that priority would be given 
to projects that are beneficial to 
industrial growth and to safeguarding 
national security, with transportation, 
energy and water resources being at 
the heart of the drive.

The government aims to speed 
up construction of green and low-
carbon energy projects, improving 
oil and gas pipeline networks and 
building regional and cargo air 
hubs, according to Reuters. It is 
intended that core spending will be 
brought forward to meet the cost of 
projects to improve super-computing, 
cloud computing and broadband 
infrastructure too.

China is experiencing a sharp 
downturn in commercial property 
developments, and recent lockdowns 
aimed at eradicating Covid variants 
have threatened productivity and 
exports. Xi’s intervention is seen as 
an attempt to reassure investors that 
his government remains committed to 
continued recovery and growth.

Elsewhere, transport infrastructure 
spending is a key sign that 
governments are building on 
recovery, post-Covid. The Singapore 
government has signalled a restart to 
its Changi Airport extension, with work 
underway on design and engineering 
and construction of a fifth terminal 
expected to start in 2024-5.

Bloomberg has reported that air 
travel in Singapore, Thailand, South 
Korea and Malaysia is recovering 
well as those countries have relaxed 
flight restrictions, and Changi Airport 
passed 40 per cent of its pre-Covid 
capacity during May. 

Australia is to build its longest 
road tunnel, an 11km toll-free link 
through the Blue Mountains between 
Blackheath and Little Hartley in 
New South Wales. The new link 
will connect to the Great Western 
Highway and was chosen from 
several options. 

Meanwhile, an Australian-Italian 
consortium has won a $3.5 billion 
contract to build the Gowrie to Kagaru 
section of the Inland Rail project 
planned by the Australian Rail Track 
Corporation. The Regionerate Rail 
group will complete 128km of track 
seen as the most challenging part of 
the 1,700km line between Brisbane 
and Melbourne. The public private 
partnership (PPP) project includes 
a 6.2km tunnel through the Great 
Dividing Range.

Australian billionaire Mike Cannon-
Brookes and iron-ore magnate 
Andrew Forrest have committed more 
cash to Sun Cable’s hugely ambitious 
$21 billion plan to build a giant solar 
power farm in the Northern Territory 
that will supply power to Singapore 
via a subsea cable connection. The 
two tycoons contributed $152 million 
in a deal that brings financial close 
to the project, involving the laying 
of a 4,200km cable from Australia, 
as well as completing the massive 
construction project, which will also 
supply power to the city of Darwin.

Massive deals across the region — 
from China to Australia and many 
points between — are being seen as 
demonstrations that optimism can 
prevail despite current obstacles to 
growth.

Regional economy

The key message 
from the IMF analysis 

is that governments 
must take measures 

aimed at stabilising their 
economies and reducing 

the risk of economic 
disruption and social 

chaos
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High-level building costs - Q1 2022
Local currency/per m2 CFA

Australia (AUD) China (RMB)

Brisbane Melbourne Sydney Beijing Shanghai Shenzhen
Offices High-rise 4,250 - 5,300 4,350 - 5,400 5,000 - 6,500 8,500 - 11,500 8,500 - 12,000 8,500 - 11,500

Medium-rise 3,850 - 4,800 4,250 - 5,100 4,400 - 5,200 7,000 - 8,500 7,000 - 8,500 6,500 - 8,500

Low-rise 3,450 - 4,400 3,700 - 4,450 3,900 - 4,500 5,500 - 7,000 5,500 - 7,000 5,000 - 6,500

Retail malls 2,500 - 4,150 2,700 - 4,150 2,800 - 4,400 7,000 - 11,000 7,500 - 11,000 7,500 - 11,000

Residential High-rise 3,600 - 5,000 3,800 - 5,000 4,000 - 5,100 5,500 - 8,500 6,000 - 9,000 5,500 - 8,000

Medium-rise 2,950 - 4,100 3,400 - 4,250 3,300 - 4,200 4,000 - 5,500 4,000 - 6,000 4,000 - 5,500

Townhouses 1,800 - 4,050 1,700 - 2,900 1,500 - 2,900 5,500 - 8,000 5,500 - 9,000 5,500 - 9,000

Villas/houses 1,800 - 4,550 1,600 - 2,900 1,400 - 2,900 7,500 - 12,000 8,000 - 12,000 7,500 - 11,500

Hotels Five-star 4,800 - 6,700 5,050 - 6,800 6,500 - 8,500 10,000 - 15,000 10,500 - 15,000 11,000 - 15,000

Four-star 4,050 - 5,200 4,150 - 5,200 5,000 - 6,500 8,000 - 10,000 8,000 - 10,500 8,500 - 11,000

Three-star 3,850 - 4,700 4,000 - 4,600 4,000 - 5,000 6,000 - 8,000 5,800 - 8,000 7,000 - 8,500

Five-star FFE 1,050 - 1,200 1,050 - 1,300 1,050 - 1,250 600 - 800 500 - 650 550 - 700

Four-star FFE 800 - 1,200 800 - 1,200 850 - 1,100 350 - 600 300 - 500 350 - 550

Three-star FFE 650 - 900 650 - 950 650 - 900 200 - 350 200 - 300 200 - 350

Industrial 1,100 - 1,900 1,050 - 1,700 1,400 - 2,100 3,500 - 5,000 3,500 - 5,000 3,500 - 5,000

Data centres 7,200 - 14,000 6,050 - 11,350 6,500 - 13,500 17,000 - 23,000 18,000 - 24,000 18,000 - 24,000

Hong Kong
(HKD)

Japan
(Yen)

Singapore
(SGD)

Thailand
(Baht)

Indonesia
(Rupiah)

Hong Kong Tokyo Singapore Bangkok Jakarta 
Offices High-rise 22,000 - 31,000 570,000 - 700,000 3,500 - 3,900 35,001 - 39,000 11,000,000 - 21,000,000

Medium-rise 17,000 - 22,500 505,000 - 570,000 2,600 - 3,400 30,001 - 35,000 9,000,000 - 16,000,000

Low-rise 15,000 - 19,000 380,000 - 505,000 2,200 - 2,500 25,000 - 30,000 8,500,000 - 14,000,000

Retail malls 23,000 - 33,500 n/a 2,800 - 3,100 28,300 - 35,250 6,000,000 - 11,000,000

Residential High-rise 22,500 - 32,500 n/a 2,600 - 5,500 35,000 - 75,000 10,000,000 - 22,000,000

Medium-rise 16,000 - 19,000 n/a 24,500 - 40,000 8,500,000 - 19,000,000

Townhouses 20,000 - 26,000 n/a 3,100 - 4,000 22,000 - 25,000 9,500,000 - 20,000,000

Villas/houses 46,500 - 60,000+ n/a 3,900 - 5,200 26,550 - 38,000 9,000,000 - 22,000,000

Hotels Five-star 33,500 - 44,000 650,000 - 800,000 4,800 - 6,000 57,200 - 74,000 18,000,000 - 30,000,000

Four-star 30,500 - 33,500 535,000 - 650,000 4,000 - 5,100 53,200 - 57,150 14,000,000 - 17,000,000

Three-star 25,500 - 30,500 430,000 - 535,000 3,800 - 4,100 45,350 - 52,000 10,500,000 - 13,000,000

Five-star FFE inc 130,000 - 160,000 inc 11,250 - 18,000 5,000,000 - 8,000,000

Four-star FFE inc 105,000 - 130,000 inc 8,700 - 13,250 2,500,000 - 3,800,000

Three-star FFE inc 75,000 - 85,000 inc 6,650 - 9,000 1,900,000 - 3,000,000

Industrial 14,500 - 21,000 290,000 - 390,000 1,400 - 2,300 16,800 - 23,800 7,000,000 - 14,000,000

Data centres n/a 1,350,000 - 1,500,000 10,000 - 15,000 200,000 - 350,000 50,000,000 - 85,000,000

Notes: 
Australia: Industrial buildings assume PCC frame and exclude office provisioning.
Australia, China and Singapore: Costs exclude GST/VAT.       
Offices: Rates assume prestige CBD standard.       
Data centres: Costs dependent on Kw/m2.       
Industrial: Excludes equipment.       
Hotels: OS&E costs excluded.       

Cost data
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Focus

The impact of Covid-19 on all our 
working lives has been significant 
across the Asia-Pacific region – and 
some of the effects experienced during 
the last 30 months will continue long-
term.

Much has been made about the 
disruption the pandemic has caused to 
manufacturers, governments and the 
general public. As lockdown strategies 
ebbed and flowed across the major 
economies, they caused massive 
disruption to shipping logistics, supply 
chains and, ultimately, trade.

The impact of one lockdown in Europe 
could be felt across the world in China, 
and vice versa.

In 2022, the downstream effects of the 
worldwide attempt to contain Covid, 
and ultimately diminish its impact, are 
still being felt. New strains have hit 

Europe and the United States. A fresh 
breakout in Shanghai led to tough 
and controversial lockdown conditions 
being imposed on a massive population 
as China imposed a 'zero tolerance' 
approach to new infections, with further 
restrictions in Beijing and other cities.

What effect might all this have on 
the conventional office market, 
especially in fast-growing economies 
such as China? Might the temporary 
lockdowns become a regular feature 
longer-term? What can businesses 
and governments do to encourage 
workers back to the office? Or are they 
content to leave many working from 
home, if not all the time then at least 
for part of it?

The answers seem to be based largely 
on what individuals actually do for a 
living and where they are based.

China is a key example. Many 
office workers populate the massive 
multistorey blocks that adorn the 
new cityscapes of the world’s fastest-
growing economy. Like the factory 
workers who drove the country’s 
export industries – manufacturing 
computers, smart phones and 
components for worldwide markets 
– there was, pre-pandemic, an 
overwhelming sense of purpose, of 
working to establish China’s claim to 
prime economic status within those 
towering blocks.

There were complaints about the 
Chinese work ethic, some of it 
imposed from above but facilitated by 
a general willingness to work hard and 
for long hours. Workers referred to the 
'996' ethos – where office staff toiled 
from 9am to 6pm, six days each week.

Changing 
office needs 
beckon a new 
world of work
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Focus

All that changed with the pandemic. 
As the recent experience of Shanghai 
and other cities has shown, lockdown 
means lockdown in China. Few 
exceptions are tolerated. Workers 
have to stay at home, and a significant 
number have had to work from there 
during the shutdowns which are aimed 
at eliminating Covid infection from 
society.

What of the impact across the region 
where lockdowns are either less 
strict or for shorter periods? An office 
worker in a comfortable apartment in 
Melbourne might be happy to set up 
a laptop and choose flexible working 
hours. One international law firm 
has suggested to staff in London 
that they might like to work at home 
permanently, accepting a 20 per cent 
reduction in pay in recognition of their 
vastly reduced travel-to-work costs 
and other expenses.

That option might seem impossible for 
an equivalent worker in Tokyo, with its 
famously tight private accommodation, 
or Jakarta, where employees have 
reportedly found it impossible to work 
from home amid cramped conditions. 
Working from home – for example, in 
the cramped conditions of a city like 
Hong Kong where a multi-generational 
family might share a tiny apartment – 
can raise issues of mental health too.

Throughout the ‘new reality’ of Covid, 
the trend has been towards more 
remote working, however. During 
2020, when most economies had 
experienced at least one lockdown, 
the networking company LinkedIn 
found a notable increase in the 
number of jobs with that option – 
quadruple the usual number in China 
and Australia, with significant rises in 
New Zealand and Singapore. LinkedIn 
said these increases were higher than 
the two-times average global rate. The 
biggest increases in Singapore related 
to jobs in software development, IT 
and back-office finance - all positions 
associated normally with office-based 
work.

Global health insurer Cigna found 
last year that more than half of 
APAC workers it surveyed preferred 
the option to work from home. Its 
‘wellbeing’ survey, which polled 18,000 

people in 21 countries, found that half 
of respondents in Hong Kong liked 
that opportunity, while in Singapore 
the figure reached 67 per cent. 

Nearly half of all APAC-based 
respondents cited reduced commuting 
time as the top benefit. They also cited 
improved work-life balance and being 
able to spend more time with family 
and friends.

The top three ‘downsides’ were less 
effective communications, weaker 
collaboration with fellow team 
members and fewer opportunities to 
socialise or bond with colleagues.

What does this all mean for the future 
of office development? There seems 
to be little appetite to curb commercial 
building. What is more likely is that the 
real impact of flexible working will be 
on interior design and the function of 
offices themselves.

Key changes include greater demand 
for ‘hot-desking’, but also for meeting 
space. Office workers who embrace 
hybrid working see home as a place 
to get things done in self-managed 
isolation. The office, conversely, is a 
place to meet colleagues, talk to the 
boss and to collaborate on projects.

While video conferencing has 
replaced an element of this, it seems 
there remains no proper alternative 
to regular face-to-face contact. There 
is also the social aspect: anecdotal 
evidence suggests that people need to 
meet each other, even if it is to socialise 
within an office environment. The fabled 
‘water cooler’ meeting, where gossip 
and office politics might prevail, remains 
an important aspect for many.

The construction industry will be 
under pressure to respond with 
new layouts and facilities. For many 
major professional services firms 
it may mean using less space, but 
having to improve communications 
infrastructure.

There are cultural and practical issues 
too. One blogger in China has pointed 
out that the Chinese e-commerce 
giant Alibaba has regularly put 
pressure on staff to return to office-
based work during the last two years – 
in sharp contrast to its US-based rival 
Google.

In poorer economies, such as 
Indonesia, the lack of high-speed 
broadband has made it much more 
difficult for workers practically to base 
themselves at home.

For most workers – and employers 
– the outcome is likely to be greater 
flexibility and some degree of hybrid 
working. Done well, that could ensure 
greater productivity as a happy 
workforce reaps the benefit of less 
commuting balanced with regular 
access to colleagues and managers.

Done badly, the risk for employers 
is that workers feel too remote, or 
their needs are ignored as a result 
of a pandemic that threatened to 
undermine whole economies, a 
risk potentially headed off by the 
willingness of business to act quickly 
and avoid possible disaster.

Key changes include 
greater demand for 

‘hot-desking’, but also 
for meeting space. 
Office workers who 

embrace hybrid working 
see home as a place 
to get things done in 

self-managed isolation. 
The office, conversely, 

is a place to meet 
colleagues, talk to the 

boss and to collaborate 
on projects
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