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About the RIU
The Research Intelligence Unit (RIU) is a pioneering research firm that values crea-
tivity, innovation,  integrity and market intelligence. We offer research-based con-
sulting focused on several key sectors of the economy. Our research and advisory 
services include market and financial feasibility, environmental and social impact 
studies, as well as traditional market research and investment appraisal for our cli-
ents. 

The RIU is a UK based company with its offices in London and in St. Albans. In 
2003, the RIU established its Asia regional office in Colombo where the company 
continues to grow and serves an international client base. Over the years, the RIU 
has established itself as the premier research and consultancy firm for many top 
corporations and development institutions both in the UK and across the globe. In 
2015, the RIU started operations in the Maldives and currently, we have a presence 
in key Asian markets including Bangladesh, India,  Indonesia,  Maldives, Nepal and  
Singapore.

Our work has been recognised for its originality and quality with award winning ku-
dos as we endeavour to provide timely market intelligence and promote sustainable 
practices to all our clients.

Research design, data management and analysis

Market intelligence, surveillance and surveys

Market, site and finacial feasibility studies

Social and environmental impact assessments

Investor forums and investment intermediation

Publications

Industry newsletters and news alert subscriptions
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Velocity of the luxury market apartment 
sales remained subdued due to the sluggish 
economic conditions that prevailed for much 
of 2019.  Additionally, three factors contrived 
to further stifle the market.  Firstly, the terror 
incident that shocked the world on Easter 
Sunday led to a complete loss of confidence 
in the country and resulted in an immediate 
slump in tourism and all related segments 
of the real estate industry.  Secondly, uncer-
tainty regarding the imposition of VAT on 
apartments turned many potential investors 
away from the property market.  Thirdly, the 
November Presidential elections that further 
intensified the ‘wait and see’ sentiments in 
the market, added to the overall slowdown 
in sales velocity. 

Whilst the overall absorption levels for the 
majority of tier 1 luxury apartment projects 
that are currently under construction had 
already topped 60 per cent, our quarter-
ly sales data gathering in 2019 pointed to a 
significant tightening of market conditions. 
To revive the sales velocities,  developers 
have been offering more flexible payment 
schemes and attractive discounts.  

Although  some factors were beyond the 
control of policy makers, the authorities did 
little to help the industry.  Confusion reigned 
again for much of 2019 with regards to  tax 
on property.  The much-discussed 15 percent 
VAT on condominiums that was finally im-
posed on  1  July and resulted in an 8 – 12 
per cent increase in the prices of luxury and 
semi-luxury condominium units.  However, 
the VAT was only applicable for apartments 
valued over LKR25 million which represent-

ed a departure from the original announce-
ment that it would be applied to all inventory 
valued above LKR15 million.  Following the 
change in political leadership in November, 
the overall VAT rate in Sri Lanka was revised 
down to 8%.  At the time of writing, VAT on 
apartments has been completely removed.   
The impact of political change has already 
had a positive impact on business senti-
ments and our initial research findings point 
to much improved conditions in 2020.  The 
RIU expects the real estate market to recov-
er and gather momentum in 2020.

Luxury apartment rental yields in Sri Lanka, 
which remain fairly attractive by regional 
standards, did not change for most luxury 
apartment projects over the course of 2019.  
Rents in Colombo have traditionally been 
relatively high, but the past few years have 
witnessed some leveling-off as the total in-
ventory of apartments has increased.   This 
trend is expected to continue throughout 
2020 and beyond.

Turning to the retail sector, high-end mall 
space in Colombo began in 2019 at around 
1.5mn sq.ft. However, the opening of the 
Shangri-La mall, which was delayed by one 
quarter due to the terror at-tacks, added a 
further 480,000 sq.ft to the total mall space 
in Colombo.  Mall operators were also at a 
loss for much of 2019 due primarily to the 
sudden slump in tourism following Easter 
Sunday. The sector has continued to recover 
at a steady pace over Q3 and Q4 of 2019.  In 
2020, we expect to witness further supply 
additions in the form of the Altair and Orian 
City malls.

Executive Summary
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With these and other pipelined mixed devel-
opments adding more retail space, the next 
few years will further position Colombo 2 
and 3 as the top premium retail hotspots of 
Sri Lanka. Whilst occupancy levels of most of 
the retail malls decreased marginally in 2019, 
the RIU expects 2020 to see a turn-around in 
fortunes in this industry segment. 

Grade A offices account for around 30 per 
cent of the total supply of grade A and B 
office space in Colombo. Currently, the top 
end of the commercial office market totals 
around seven million sq.ft (grade A and B) 
with grade A alone accounting for 1.9 million 
sq.ft.  The World Trade Centre still remains the 
largest commercial property with 625,000 
sq.ft. as compared with the Shangri-La office 
tower which added 530,000 sq.ft.   The AOD 
(Academy of Design) and ready-wear com-
mercial buildings also added some 179,000 
sq.ft. at the top end of the market in 2019.

At present,  Colombo 1 and 2 stand out as  
locations with the largest supply of grade A 
office space with supply totalling over 1mn 
sq.ft in 2020. Lease rates are converging to-
wards  US$2/sq.ft. The demand for grade A 
office space continues to remain strong and 
robust. This was reflected by the very high 
occupancy rates (above 90 per cent) during 
2019 despite all the setbacks as described 
earlier. 

Demand for high-end office space has tradi-
tionally lagged behind supply  in Colombo.  
For the most part, developers have opted to 
construct residential developments that yield 
more immediate returns and consequently, 
the supply of commercial space, which is typ-
ically leased and not sold, has been neglect-
ed.  It’s also the case that many occupants 
of high-end commercial spaces are foreign 
corporates (MNCs) with their earnings large-
ly derived from US$, making current rental 
rates in Colombo very attractive for them, es-
pecially amidst a perennially weakening LKR. 

According to the RIU market data, demand 
for Grade A space will continue to be strong 
in 2020 and beyond with occupancy remain-
ing above 90%.  In the next two years, a fur-
ther one million sq.ft. of top end space will be 
added to the market with the completion of 
seven new projects.  The JKH Cinnamon Life 
will be the largest of these, adding 264,100 

sq.ft of space in Colombo 2.

The bare land market in Colombo city has 
been extremely sluggish in 2019 following 
2-3 years of euphoria in 2016-17/18.  Conse-
quently, bare lands have been a buyers’ mar-
ket for the last 5-6 quarters with some sellers 
preferring to hold rather than part with plots 
in Colombo.  According to the data, 2019 was 
a year that witnessed the lowest levels of 
transactions in recent years.  The RIU is of the 
view that this market correction was inevita-
ble, especially as the economy was growing 
at its slowest pace for a decade.  Early indi-
cations in 2020 point to renewed interest in 
the bare lands market in Colombo.  However, 
it will be several quarters before we see a sig-
nificant incline in  land prices.

It was reported in Q1 2019, that Colombo City 
hotels were facing challenges in maintaining  
healthy occupancy rates that have been en-
joyed in recent years.  The main reason was 
the increased supply of rooms within the 
Colombo city limits. However, following the 
Easter attack bombing incident, hotel occu-
pancy slumped to as low as 10%, leaving op-
erators struggling for survival.  The next two 
quarters witnessed almost every hotel oper-
ator slashing their prices to attract local tour-
ism.  The strategy appears to have contribut-
ed towards the survival of the industry and 
by Q4 2019, occupancy rates had recovered 
to above 50% under normal pricing schemes.  
With total arrivals for 2019 recorded at 1.9 
million as compared to 2.3 million in 2018, it 
has  been a tough year for the City Hotels 
but the RIU expects the industry to recover 
in 2020 and beyond.  In particular, Colom-
bo will continue to attract more MICE Tour-
ism (Meetings, Incentives, Conferences and 
Events), particularly from the Asia region.

Roshan Madawela
Founder & CEO - RIU 
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REPORTS
One copy of  customized comprehensive report
Monthly updates (RIU primary research findings) 
Quarterly research reports

PRESENTATIONS
4 quarterly presentations
(Additional presentations at a concessionary fee)

NEWS SUBSCRIPTION 
Daily real estate news by e-mail
Weekly newsletter 

OTHER BENEFITS
First pick for RIU investment opportunities
Invitations to RIU events
Concessionary fees for any advisory and 
research work

GOLD PACKAGE

For more information contact

REPORTS 
RIU Annual Market report 2018
Quarterly research reports

NEWS SUBSCRIPTION
Daily real estate news by email
Weekly newsletter

OTHER BENEFITS
First pick for RIU investment opportunities
Invitations to RIU events

NEWS SUBSCRIPTION
Daily real estate news by email
Weekly newsletter

SILVER PACKAGE 

BE 

with RIU

Roshan +94 722741305 / +447463401869
roshan@riunit.com/ info@riunit.com

Niflan +94 774441117
niflan@riunit.com

E mail : info@riunit.com  | Web: www.riunit.lk/ www.riunit.com  | Tel: 011 530 5533 

RESEARCH INTELLIGENCE UNIT 
No 24, Wijerama Mawatha Colombo 7. Sri lanka

GOLD-PLUS PACKAGE 
All Gold  package benefits, plus :  

4 QUARTERLY PRESENTATONS 
( Economic & Market Updates) 

Real Estate 
Intelligent

PROFESSIONAL SERVICES
PLATINUM PACKAGE
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Maafannu, Male

RESEARCH
&

EDITORIAL
William Rezel
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MARKETING

Sachini Fernando
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Dr. Anil Baddevithana
Senior consultant
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Finance Consultant
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Niflan Nahas 
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