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Rising lease rates could discourage

An early economic recovery from the global
health crisis would bring Vietnam tremendous
opportunities to mobilise foreign investment by
welcoming relocating multinationals. However,
increasing land lease costs could dampen enthu-
siasm. Ngoc Huong reports.

miving in Vietnam
on a hot summer’s
day, Takashi, the
director of a Japa-
nese company producing elec-
tronic circuit boards, contacted
consultants Ecobuy Business
and Service Co., Ltd. in Hanoi
for support in finding industrial
land for lease, and implement-
ing investment procedures.
Ecobuy suggested the di-
rector industrial zones (IZs)
which meet his requirements
from the 30 with which it has
agreements  with. These in-
clude a suitable location within
budget and near the partner’s
factory, with cheap labour
foree and access to raw mate-
rials, public transportation, and
ports. Also required are stable
electric power and water, de-
cent tax incentives, and rele-
vant government support.
After  exchanging  infor-
‘mation on price, location, and
other factors, Ecobuy and the
Japanese firm visited WHA 1Z
i the central province of Nghe
An for a decision and were
surprised to learn of a sudden
increase in price from $38 per
square metre in the offering to
$42, for 50 years of leasing.
“In Japan, businesses have
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to explain and apologise mul-
tiple times to customers if
they want to increase prices,
even a little. But in this 1Z,
they increase costs whenever
they want, without informing
partners like the consultancy
firm,” said Takashi.

Demand pushes prices

The Vietnamese industri-
al property market has seen a
surge in land and factory leas-
ing inquiries from both exist-
ing and new players. Some
of the newer free trade agree-
‘ments like the Comprehensive
and Progressive Agreement for
Trans-Pacific Partnership and
the EU-Vietnam Free Trade
Agreement also enable the
country to access new pros-
pects to become a new global
‘manufacturing hub.

Manufacturing will contin-
ue to shift out of China due to
rising costs, the trade conflict
with the US, and manufactur-
ers’ strategy of reducing de-
pendence on a single market,
especially after COVID-19. As
aresult, rents and occupancy of
industrial parks in major man-
ufacturing cities and provinces
have escalated amid limited in-
dustrial land supply.

billion into 1Zs, while these
figures were 340 and $8.7 bil-
lion in 2019.

Additionally, as  many
as 561 IZs on an area of
201,000ha have been approved
to be put into master plans.
Of these, 259 will be based
on 86,500ha and have yet to
be established, capturing 43.1
per cent of total area in master
plans. This area is estimated to
be enough to welcome the new
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There are 374 1Zs nationwide
with the total area of over
114,000ha. Of these, 280
make up 77,000ha and are
already in operation, while 75
based over 29,000ha are pay-
ing for land clearance. The
average occupancy at work-
ing 1Zs is 73.7 per cent.

Total foreign capital pour-
ing into 1Zs in the first half
of 2020 decreased a little
compared to last year. Due to
the global health crisis, there
were 335 forcign-invested
projects pouring a total of $6

wave of i and reloca-
tion in the coming years.

The Department of Eco-
nomic Zones Management will
perfect the legal framework for
1Z development, strengthen
management and innovation,
and enhance the efficiency of
master plans. 1Zs will become
diversified with such types as
ccological industrial ~parks,
supporting IZs, associated IZs,
and combined models of 1Z
and urban area services.

However, I1Z infrastructure
will have to be improved syn-
chronously to enhance  their
performance while policies,
mechanisms, and manage-
ment will be perfected to ac-

The surging prices for industrial property land is a direct result of the rising demand in recent years

The offering price current-
ly at most IZs has risen around
7.6 per cent in Hanoi and 16
per cent in Ho Chi Minh City
due to this increase of demand,
according to a report from MB
Securities JSC.

In the north of the country,
costs range from $110-250 per
square metre, while it can be
$70-130 in Haiphong and Bac
Ninh, or $60-90 in Hai Duong
and Hung Yen. In the south,
the price ranges between $145
and $300 per sq.m in Ho Chi
Minh City, $100-190 in Long
An, $70-150 in Binh Duong,
$80-160 in Dong Nai, and
$40-140 in Ba Ria-Vung Tau,
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The opportunities in Vietnam
are substantial for a host of rea-

according to CBRE Vietnam.

“The $100 per sq.m, which
was deemed expensive, has al-
ready risen to $150, which is
an unbelievable price,” said
Do Nhat Hoang, director gen-
eral of the Ministry of Plan-
ning and Investment’s Foreign
Investment Agency (FIA).

Hoang highlighted some
1Zs which pushed prices too
high, including Protrade,
Deep C, Nam Dinh Vu,
WHA, and Viglacera.

Talking with VIR, David
Nardone, group executive, In-
dustrial and Intemational of
'WHA Industrial Development
Plc. said that WHA 1Z in Nghe

'WHA has a host of ini
tives to attract investors to our
locations in Vietnam. This in-
cludes tapping into our more
than 1,000 customer base from
Thailand, 80 per cent of whom
are in marketing. Rental rates
are a supply and demand issue.

In the central province of
Nghe An, with a large popula-
tion and labour base and WHA
developing 3,200ha, we will be
able to welcome investors for
years to come. To improve in-
dustrial land access, provinces
need to have a one-stop process
for developers to apply for the

sons, includi Il-educated
labour base, investor-friendly
central government and prov-
inces, and improving infra-
structure — all with reasonable
costs. Thus, WHA is continu-
ing to expand in Vietnam.
Companies are relocating a
portion of their manufacturing
to access the growing markets
of Vietnam and its surround-
ings, as well as an export base.
Business coming from China
will be significant to Vietnam,
idering the dif in

land, reloca-
tion, rental, landfill, and other
approvals in a timely and trans-
parent basis. The land acquisi-
tion process for 1Zs need to be
streamlined. Provinces need
to balance land compensation,
relocation, and land rental rates
in the context of their over-
riding investment objectives.
Investment leads to economic
growth, competitiveness, pros-
perity, and exports, as well as
meaningful employment, and

the sizes of the economies.

higher tech and
value-added products.

An had the same introductory
price for the first three years
during the approval, relocation,
landfill, and development pro-
cess. “Now that the first phase
is complete and at an excellent
infrastructure and environmen-
tal standard, the lease is only
about 10 per cent higher — a
fraction of the price in the con-
gested northem and southern
areas that could charge three
times our rate,” Nardone said.

Director of Ecobuy Tran
Quang Hoi said that price is
usually adjusted by the rela-
tionship between supply and
demand. “If demand enhances
too high for supply to meet,
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Vietnam is highly appreciated
as a promising destination for
investors to withdraw from
China. The country is the por-
tal connecting to the ASEAN,
as well as benefiting from
free trade agreements.

With the relocation, de-
mand steps up, supply and
land lessen, changing land
leasing fees. This also drives
investors to develop infra-
structure and gadgets to make
their IZs more competitive,
and bring new experiences
and services to investors.

After the pandemic, local
businesses should be prepared
and willing to catch up with

the price will be modified, es-
pecially in first-tier cities and
provinces in the key economic
regions in the south and north,”
Hoi said. “This is a part of
the total investment of every
financier, which will surge if
land leasin grates escalate. So
investors will consider careful-
ly before pouring money into
Vietnam or other countries.”

Indeed, Takashi returned
to Japan to rethink the in-
vestment destination, with
FIA director general Hoang
claiming that the massive
increase of prices in 1Zs will
hamper the country in seizing
the opportunities ahead.

trends and seize opportunities,
and industrial property will
get hotter via the attention of
international investors.
Foreseeing this trend, KTG
Industrial provides more selec-
tion of high-quality factories
to welcome foreign investors.
Industry 4.0 combines ready-
built factory, warehouse, and
4.0 technology to optimise
management,  performance,
environmental protection, and
sustainable development.
These 4.0 factories are
designed to be modem and
convenient to help businesses
reduce costs. Operators and
‘management will be able to
keep their fingers on the pulse
through the use of virtual reali-
ty tech to view inside KTG In-
dustrial’s factories in real-time,
anytime. So KTG Industrial
applying 4.0 technology at this
time, when Vietham has just
controlled the pandemic and
other countries are fighting
against it, confirms the cfforts
of KTG Industrial to support
local and foreign businesses to
overcome the global crisis and
expand business scale.
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relocation spirit

Creating success

The increasing rents, lim-
ited approvals, and projects
under ion at industri-

understanding the legal frame-
work and are held up by the
slow process of infrastructure

al parks pose the question of
whether Vietnam can success-
fully attract foreign investment.

According to Dang Trong
Duc, general director of KTG
Industrial, a member of Khai
Toan Group (KTG), the limit-
ed space will be creating diffi-
culties for incoming investors
when they move to Vietnam.

“The main competitors to
Vietnam, like India and Indo-
nesia, have also been preparing
actively for land funds to wel-
come movement from other
countries. The competition is
very tough and Vietnam must
improve its administrative
procedures and investment en-
vironment if it wants to win in
this campaign,” Duc said.

Hirai Shini, chief repre-
sentative of the Japan External
Trade Organization in Ho Chi
Minh City, also agreed that
administrative procedures and
transparency were two issues
Japanese enterprises are most
concerned with when they
come to Vietnam.

Other issues are the re-
duction of incentives (such as
personal income tax in eco-
nomic zones), complicated in-
vestment license procedures,
fire prevention, a shortage of

p . Shinji said.

Regulations on used-equip-
ment imports should be loos-
ened and made more transpar-
ent, he added, while the laws
on public-private partnerships
must be completed to remove
all obstacles for investors.

Many warchouse facilities
in Vietnam today remain be-
hind the times and they need
to be upgraded with advanced
and smart technology to meet
growing demand from tenants,
Shinji explained.

CBRE Vietnam in a press
release earlier this month stated
the abrupt transition of manu-
facturing companies to Viet-
nam will create bottlenecks in
industrial property supply.

Investors and developers
will not have enough time to
provide quality and sufficient
properties for coming occupi-
ers because developing a new
industrial project will be very
time-consuming, especially in
terms of legal works.

The statement added that
the temporary lack of labour
force and low-quality infra-
structure network will possibly
restrain the growth prospect of
the market in the short run.

Confronting the challeng-
es, developers that already
have land are to

power, and unclear

on power use regulation.
“Moreover, Japanese in-

vestors are facing difficulties in
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We are aware of the signifi-
cant jump in rents in indus-
trial real estate. However,
the rent of DEEP C’s ready-
built factory is based on the
market value and driven by
market forces such as sup-
ply and demand. We have
full control of what it takes
to run our workshops and
warehouses while still striv-
ing to create a better experi-
ence for our tenants.

‘While anticipating the
arrival of new internation-
al manufacturers, DEEP C
Industrial Zones has contin-
uously rolled out more land

accelerate the construction of
ready-built factories to prepare
for expansion opportunities. s

suitable for multiple types of
industries. So far, we have
expanded our land bank to
3500ha stretching over five
industrial zones in Haiphong
and Quang Ninh.

Improvement in services
and infrastructure are being
carried out as well. DEEP C
liquid jetties are being upgrad-
ed to cater more clients in our
petrochemical zones, along
with the energy transition by
renewable energy projects.

Furthermore, DEEP C
has embarked on a new jour-
ney towards the digitalisa-
tion of industrial properties
with smart meter reading and
cloud computing.

Tam confident about Viet-
nam’s appeal to giant players
despite an uplift in rent. More
multinational companies
have made their way into
Vietnam like Foxconn, Pega-
tron, GoerTek, to name a few.
But Vietnam has a lot more
to offer: positive macro-eco-
nomic fundamentals, open
economy with easy access to
global market, and a compet-
itive labour force.

LAM DIEU TAM HIEU
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The new EU-Vietnam Free
Trade Agreement will great-
ly contribute to Vietnam’s
economic picture and create
motivation for post-pan-
demic recovery.

Vietnam’s success with
the pandemic will draw in
more international compa-
nies. This and the foreign
capital pouring into manu-
facturing, will increase de-
‘mand for industrial property.

Forcign investment in
the first half declined, how-
ever, we believe the decline
is only momentary.

In addition, Vietnam’s
good disease control will be
a superior factor compared
to India and Indonesia so
that foreign investors can
access the market, especial-
ly in the context of some
international routes may be
resumed in July.

KHANH NGUYEN
Senior director of Vietnam
Capital Markets, JLL.

In recent years, the industri-
al market has attracted many
foreign investors, including
newcomers, looking for in-
dustrial operating assets and
land bank. We also see local
real estate developers expand-
ing into the industrial sector.
These investors tend to
look for logistics land where
they can develop ready-built
or built-to-suit warehouses
and factories to lease out in
established industrial areas.
With the limited supply,
some started to look further
out, where the market could
be immature, leading to insuf-
ficient demand for logistics, or
infrastructure could be weak.
We expect industrial to re-
main the hottest real estate sec-
tor in Vietnam, with strong de-
‘mand from foreign investors.m
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to more ecological investment has brought about many positive changes

Ba Ria-Vung Tau becomes
hotspot for green growth

By Phan Anh

The southern province of
Ba Ria-Vung Tau is now
improving its business cli-
mate in order to attract more
investment, with one of the
focuses laid on wooing cap-
ital on developing green
industrial parks.

According to a recent
report, since 2016 the prov-
ince has lured roughly $3 bil-
lion via 126 foreign-invested
projects. The province has
since established 15 indus-
trial zones with total invest-
ment of VND25 trillion
($1.09 billion).

The presence of the
industrial zones has given
the province a boost in devel-
oping the local economy and
infrastructure.

An example for the
province’s economic devel-
opment is the Thi Vai-Cai
Mep deep-water port, which
is playing an important role
in cargo movements and
reached an overall gate vol-
ume of more than 220,000
twenty-foot i units

Almost all secondary com-
panies in the industrial zones
have installed basic wastewa-
ter treatment before connect-
ing to the main system.

The province’s devel-
opment is oriented by com-
mitment to collect projects
which are set by large inter-
national institutions, apply-
ing high-end technology to
meet the adequate standards
of green environment. Addi-
tionally, Ba Ria-Vung Tau is
focusing on its strength such
as logistics and supporting
industries like mechanics
and petrochemicals.

However, in its ambition
of developing green industrial
parks, the province is encour-
aging projects which save
energy and natural resources
as well as in workforce.

The effective implemen-
tation of Directive No.41/CT/
TW and Resolution No.06/
NQ-TW of the Standing Com-
mittee of the provincial Party
Committee has given the prov-
ince a clear direction in policy
and orientation to improve the
i i and

(TEU) in the past two years,
expecting to reach 250,000
TEU this year.

Additionally, the prov-
ince’s offshore gas pipeline
system is efficiently set up
to support factories and
plants on land. The mod-
em gas pipeline system has
brought lots of benefits in

attract more financiers.
Furthermore, with the ori-
entation of green industrial
parks, the province will partly
contribute in success of the
Politburo’s  Resolution No.
50-NQ/TW issued last August
on direction to complete regu-
lations and policies to improve
quality and effectiveness of

economic  expert  Nguyen
Mai appreciated its available
potential and advised the prov-
ince to adjust available indus-
trial zones as well as build new
ones following government
decisions. He highlighted that
the shift from conventional
industrial zones into ecolog-
ical ones has brought about
obvious benefits, with such
zones connecting plants and
factories of different business-
es by means of circulating
power resources and mate-
rial to co-operate, share, and
exchange material benefits.

Ba Ria-Vung Tau has
become a green destination
for labour-less and environ-
mentally-friendly  projects.
Since 2014, thanks to investor
commitment of using mod-
em equipment and rejecting
out-of-date machines and low
technologies, the province has
seen greater productivity and
outstanding product quality
and competitiveness.

In recent years, many large
groups, such as Lock&Lock,
Posco, Marubeni, and CJ
Cheilledang have chosen the
province to expand their busi-
nesses. Such investment inter-
est has been rising over the
years and contributes to the
new and modern industry.

Between 2016 and 2020,
the province saw several large
projects implemented, such as
the Phu My plastic plant, an
underground liquefied petro-
I

reducing cost and
efficiency of projects.
Despite its  remarkable
number of industrial zones in
the province, Ba Ria-Vung
Tau has performed exemplary
wastewater treatment process-
es from plants and factories,
with 11 of the existing indus-
trial zones such as Dong Xuy-
en, Phu My I, and My Xuan A
being equipped with automatic

foreign i until 2030.

In which, the number of
enterprises using sophisti-
cated tech and modern man-
agement methods as well as
environment  conservation
will account for 50 per cent in
2025 and 100 per cent in 2030
compared to 2018.

In a statement comment-
ing on the position of Ba Ria-
Vung Tau compared to other

treatment systems.

provinces, senior

P an instant
coffee plant by Marubeni, and
asolar plant in Chau Duc.

It is anticipated that in the
next five years, Ba Ria-Vung
Tau could cash in on nearly
200 foreign-invested projects
worth around $2 billion. The
province will focus on filling
up the established industrial
Zones to create a coastal prov-
ince specialised in industry,
logistics, and tourism.m



