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CURBING MEASURES REDUCE HOME
SALES BUT PRICES REMAIN RESILIENT
IN HONG KONG AND ON CHINESE

MAINLAND

In the second quarter (Q2) of 2017, Grade-A office markets were generally stable
and rents remained steady in major Chinese Mainland cities. In Beijing and Shanghali,
rents are expected to face downward pressure, with ample new supply coming

on stream in the remainder of the year. In the residential market, continual cooling
measures are expected to slow down the pace of home price growth. Facing fierce
competition from e-commerce, shopping centres in Greater China continued to
upgrade their physical facilities and software to enhance shopping experience and

attract footfall.

Grade-A office

In Q2, two prime office buildings were
launched in Beijing, driving up Grade-A
office rents. In Shanghai, the market
was quiet, with rents and the vacancy
rate remaining unchanged from Qf1,
while leasing activity fell in some office
submarkets. No new offices were added
to the Guangzhou market, where the
vacancy rate dropped and rents grew
further.

In Hong Kong, office rents will increase
further in Hong Kong Island’s CBDs amid
the tight availability, while rents will come
under pressure in Kowloon, with ample
supply in the pipeline. Taipei’s office rents
rose modestly and the vacancy rate fell
steadily. Most leasing demand came from
emerging tech companies with stronger
rental affordability.

In the next 12 months, Beijing’s CBD will
see ample new supply of office space,
which is expected to notably reshape
the market’s landscape. In Shanghai,

a considerable amount of new supply
will come onto the market in the second
half of the year. Landlords are expected
to offer greater concessions and lower
asking rents. In Guangzhou, office rents
will remain stable with limited supply in
the short term. In the core areas of Hong
Kong and Taipei, rents are expected to
rise further this year.

Luxury residential

Affected by the purchase restriction,
Beijing’s luxury residential sales dropped
in Q2, but prices remained firm. The
Shanghai luxury market witnessed
growth in both sales volume and prices,
with end-users becoming the dominant
buyers. Affected by government
regulatory measures, developers

were cautious and delayed project
launches. With no new supply in Q2, the
Guangzhou market focused on absorbing
inventories, resulting in an almost 50%
sales fall quarter on quarter.

In Hong Kong, despite various cooling
measures, luxury residential sales surged
in Q2 amid robust demand. In Taipei,

a further 20% cut in the luxury home
holding tax potentially is anticipated to
boost end-user demand.

With recent property curbs and stringent
regulations, luxury residential sales are
set to fall in Beijing and Guangzhou.
Nevertheless, sharp declines in prices
are not expected amid stable market
demand. In Shanghai, the market

will continue to see growth in both

sales volume and prices with strong

rigid housing demand. In Hong Kong,
increasing supply and interest-rate rises
will help suppress price growth. In Taipei,
luxury residential demand will come
mainly from end-users, but sentiment will
remain weak and prices will continue to
drop.

Prime retail

The Beijing retail market recorded positive
overall performance in the quarter.
Shopping centres and other retail facilities
endeavoured to attract consumers by
enhancing the brand mix. The Shanghai
market was active with six new shopping
malls opened, providing nearly 450,000
sgm of retail space in total. No large
shopping centres were launched in
Guangzhou in Q2, where the vacancy rate
remained low and rents rose modestly.

In Q2, both visitor arrival and retail sales
figures recorded positive growth in Hong
Kong, reflecting that the market had
reached the bottom. Taipei’s small retail
spaces saw notably lower vacancy rates,
with new international cosmetics and
decorations brands entering the market as
a new force.

In the coming year, shopping centres

on the Chinese Mainland will continue

to transform towards an experience-
focused trade mix, in response to shifting
consumption trends, in order to combat
strong competition from e-commerce.
Landlords will actively adjust their brand
portfolios and store layouts and continue
to upgrade their physical facilities and
software to attract footfall. In Hong Kong,
the retail market is expected to continue
recovering and the decline in rents is
expected to narrow in the next few
months. With international visitor arrivals
to Taipei hitting historic highs, retail rents
are expected to increase 5-10% in the
coming year.
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TABLE 1

Average prices, rents and vacancy rates

[1112]

FIGURE 1
Grade-A office prices

City
Beijing
Shanghai
Guangzhou
Hong Kong
Taipei

Price (US$ psm)

$7,715
$9,252
$5,765
$32,476
$13,387

Rental (US$ psm per month)

Vacancy rate

$54.7 71%
$44.0 4.2%
$26.6 12.0%
$75.7 1.4%
$26.6 7.9%

[1] Average prices and rents are not directly comparable among cities due to the different characteristics of

each city.

[2] Prices and rents are calculated on gross floor areas.

TABLE 2
Supply and demand indicators
City Indicators
Beijing + Two office buildings in the CBD
and Asian-Olympic Area were
launched.
+ Domestic firms remained major
tenants for new lease and renewal.
Shanghai ¢ New Grade-A office supply reached

Guangzhou *

Hong Kong *

Taipei .

263,654 sgm, down 64% quarter
on quarter.

The vacancy rate remained at
4.2%.

There was no new supply in the
quarter.

New Grade-A office sales rose
17% quarter on quarter, with deals
focusing in Guangdong Finance
Town where prices were lower.

2017 second half will see ample new
Grade-A office supply in Kowloon
East, totalling around 200,000 sgm.

There was no new supply in the
quarter.

Demand in the quarter came mainly
from technology firms targeting
small offices.

Comments

+ The new supply totalled 116,000 sgm,
down 14.6% quarter on quarter.

+ Strata-titled office sales and prices
started to drop due to restriction
policies.

+ China Life Finance Centre in Little
Lujiazui was completed, providing
108,000 sgm of offices.

+ The market was quiet with less leasing
activities in some submarkets.

+ 2017 will see limited supply of less than
300,000 sgm.

+ Office prices could dip with less
investment demand amid new policies
restricting the conversion of commercial
property to residential.

+ Kowloon office rents are expected to
face downward pressure due to the
huge amount of supply.

+ New supply of about 112,000 sgm in
the coming year will lift the vacancy rate
to 10%.

+ A relocation trend from Grade-B to
Grade-A offices was emerging.
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FIGURE 2
Grade-A office rentals

US$ per sgm per month
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TABLE 3

Major sales transactions

City District Development Tower / Floor / Unit Area (sqm) (US; :::iﬁion) (US$P;:3(:‘esqm)
Beijing Xicheng Financial Street Center 4 untis 2,680 $39.5 $14,751
Beijing Chaoyang China CBD Tada 4 untis 2,864 $25.4 $8,852
Shanghai Yangpu Guozheng Centre En bloc 80,701 $389.4 $4,825
Shanghai Xuhui Innov Tower En bloc 40,445 $230.1 $5,690
Guangzhou Tianhe Top Plaza High floor unit 2,200 $17.9 $8,133
Guangzhou Tianhe Poly Finance Tal To Wun Mid floor unit 21,863 $119.1 $5,447
Hong Kong Admiralty Lippo Centre Block 1 / high floor 1,040 $60.9 $58,570
Hong Kong Che\‘;\;‘:nsm China Shipbuilding Tower High floor 1,322 $33.1 $24,997

TABLE 4

Major leasing transactions
City District Development Floor / Unit Area (sqm) Mont(l:})ég)ental I}nuog;h;)érR:‘;\;:;I
Beijing Xicheng ~ ‘mand International Financia Level 3 1,100 $105,468 $95.9
Beijing Dongcheng Beijing Marriott Center n/a 4,000 $134,601 $33.7
Shanghai Changning The Treasure Building 12t floor unit 801 n/a n/a
Shanghai Huangpu Gopher Centre 9™ floor unit 672 n/a n/a
Guangzhou Tianhe CTF Finance Centre Low floor unit 300 $15,976 $53.3
Guangzhou Tianhe Guangzhou IFC Mid floor unit 549 $20,333 $37.0
Hong Kong Central One IFC Low floor unit 570 n/a n/a
Hong Kong  Causeway Bay Lee Garden Three Mid floor 1,579 n/a n/a
Taipei Xinyi Walsin Lihua Xinyi Building 17" floor unit 249 $8,420 $33.8
Taipei Xinyi Shin KO”%;(::ZL Financial 10t floor unit 980 $32,226 $32.9
Taipei Xinyi International Trade Building 18" floor unit 198 $6,393 $32.4
Taipei Xinyi Taipei 101 80t floor unit 962 $36,358 $37.8

Note: All transactions are subject to confirmation.

TABLE 5

Outlook (Q3 2017)

City

Beijing
Shanghai
Guangzhou
Hong Kong
Taipei

Price

Sl I VIR " 4

Rental

ARk a2k §

OUTLOOK

Beijing and Shanghai, with ample supply
of new office space, are expected to
see landlords reduce asking rentals. In

Guangzhou, office rents will remain stable
with limited supply in the near future.
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TABLE 6

Average prices, rents and vacancy rates
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FIGURE 3
Luxury residential prices

City

Beijing
Shanghai
Guangzhou
Hong Kong
Taipei

Price (US$ psm)

$13,916
$17,586
$9,451

$31,188
$14,415

Rental (US$ psm per month)

Vacancy rate

$23.0 13.6%
$27.3 7.0%
$20.8 n/a
$55.1 9.2%W!
$20.4 n/a

[1] Average prices and rents are not directly comparable among cities due to the different characteristics of

each city.

[2] Prices and rents are calculated on gross floor areas.
[3] End-2016 vacancy rate of units over 100 sgm supplied by Rating and Valutation Department, HKSAR.

Supply and demand indicators

TABLE 7

City

Beijing .
*

Shanghai .

Guangzhou ¢

Hong Kong ¢

Taipei A

Indicators

Only two projects, providing 399
luxury apartments, were launched.

Transactions of new luxury homes
worth over RMB80,000 per sqm
reached 335, down 5.6% quarter
on quarter.

In Q2, new luxury home supply
reached 101,246 sgm, down 74%
year on year.

Luxury home sales rebounded to
188,684 sqm, up 68% quarter on
quarter.

There was no new supply of luxury
homes.

Luxury home sales dropped
another 50% quarter on quarter
amid cooling measures.

Sales of luxury homes worth HK$10
million or above surged 71%
quarter on quarter.

Transaction volumne stablised, but
focused on small flats.

Comments

*

*

*

*

*

With cooling measures significantly limiting
luxury supply, transactions are set to
gradually slow down in the second half.

Cooling measures slowed the pace of
luxury price growth.

Developers were cautious and delayed the
launch of new units.

Buyers with rigid demand became the
main purchasers in Q2.

The market focused on inventory
clearance.

Leasing transactions increased during the
peak season, but rents dipped as some
flats were shifted from sale to leasing amid
cooling measures.

Supply of luxury homes will remain limited
at about 1,500 units in 2017.

Holding tax for owner-occupied homes
and hoarding tax for unsold homes could
be lowered, which are expected to boost
demand.

US$ per sqm
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FIGURE 4
Luxury residential rentals
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TABLE 8

Major sales transactions

City District Development Floor / Unit Area (sqm) (usg ':'(I:iﬁion) (US$P;L$esqm)
Beijing Haidian Wanliu House 18 units 4,731 $120.3 $25,419
Beijing Dongcheng One Central 13 units 3,257 $62.4 $19,164
Beijing Haidian Opus Beijing 7 units 1,274 $27.8 $21,790
Beijing Chaoyang Sunny Era 4 units 637 $10.1 $15,925
Shanghai Jing'an One Majesty High floor unit 361 $7.1 $19,611
Shanghai Huangpu Lakeville Luxe Low floor unit 264 $7.8 $29,502
Shanghai Changning Joffre Classic Low floor unit 171 $3.4 $19,697
Shanghai Jing'an Grand Summit High floor unit 305 $6.5 $21,331
Guangzhou Tianhe Central Park View Mid floor unit 114 $1.5 $12,740
Guangzhou Tianhe Leading Plaza Mid floor unit 99 $1.2 $12,617
Hong Kong Island South Shouson Peak House 331 $36.3 $109,787
Hong Kong Mg;ﬁfr‘;‘f's The Mayfair High floor 208 $16.5 $79,346
Taipei Xinyi Winsing Xinyi 16 floor unit 732 $15.3 $20,876
Taipei Zhongzheng Yuanta Majestic Villa 3 floor unit 299 $4.0 $13,252

TABLE 9

Major leasing transactions
City District Development Tower / Floor / Unit Area (sqm) Mont(r:}égental '}nlfggt;h;i:‘:;‘,fgl
Guangzhou Tianhe Central Park View Mid floor unit 259 $5,519 $21.3
Guangzhou Tianhe The Concordia Mid floor unit 128 $1,235 $9.6
Hong Kong Island South The Lily Tower 1/ low floor 239 $25,367 $106.2
Hong Kong Mig;ter‘gf's Queen's Garden High floor / unit 2 203 $21,523 $106.2
Taipei Xinyi Taipei Xinyi 12t floor unit 414 $11,171 $27.0
Taipei Zhongshan Fair of Tomorrow 22" floor unit 297 $6,571 $22.1

Note: All transactions are subject to confirmation.

TABLE 10 OUTLOOK
Outlook (Q3 2017)
Affected by recent property curbs and
City Price Rental stringent regulations, residential sales are set
Beijing - - to fall, but prices should remain firm in Hong
Kong and on the Chinese Mainland.
Shanghai P | 3
Guangzhou P | P
Hong Kong P | P
Taipei « P |
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PRIME RETAIL

TABLE 11 : FIGURE 5

Average prices, rents and vacancy rates rizl Prime retail prices

City Price (US$ psm) Rental (US$ psm per month) Vacancy rate US$ per sgm

Beijing $10,411 $185.1 3.1% 350,000 . Shanghai

Shanghai $35,430 $249.3 8.5% : Guangzhou
Hong Kong

Guangzhou $41,556 $254.6 4.3% 300,000 Taipei

Hong Kong $251,773 $513.4 9.0%%

Taipei $112,336 $201.8 10.0% 250,000

[1] Average prices and rents are not directly comparable among cities due to the different characteristics of
each city. 200,000
[2] End-2016 overall vacancy rate supplied by Rating and Valutation Department, HKSAR.

150,000
100,000
TABLE 12
Supply and demand indicators
50,000
City Indicators Comments
Beijing + The retail podium of CWTC Phase llB ¢ 8 shopping malls will be launched in the o : : : : : : —
(80,815 sgm) was launched. coming 12 months, 3 in core areas and 2010~ 2011~ 2012 © 2013 © 2014 2015~ 2016 2017
+ The market performed well with 5 in non-core areas.
shopping malls active in repositioning + Affected by restrictive policies targeting
and enhancement to lure customers. commercial properties, strata-titled retail
property sales plunged. FIGURE 6

Shanghai  * Six retail malls including HKRI Taikoo ~ + The new malls provided nearly 450,000 Prime retail rentals

Hui, Changning Raffles City and Vivo sgm of retail space. Uss "
. . per sgm per mon
City opened in the quarter. + The growth rate increased 1.1 percentage 000
*+ In the first five months, retail sales points year on year. B Beijng
achieved RMB468.2 billion, up 8.2% : Zhangh:l
800 uangzhou

year on year.

I Hong Kong
Guangzhou *+ No major new shopping centres were ¢+ A 12,000-sgm small podium under an 700 Taipei
opened in the quarter. office tower was opened in Pearl River
+ Only about 200,000 sgm of new New City. 600
shopping centres will be supplied this ¢ Core shopping malls will focus on internal
year, a plunge from 2016. restructuring to lift rental levels. 500
Hong Kong ¢ The retail market has reached bottom ¢ When the market bottoms out and 400
as supported by positive growth in rebounds will hinge on how retailers
visitor arrival and retail sales figures. adapt to the new normal and are able to 300
strategically boost sales. /&
Taipei + There was no new supply and limited ~ * Vacancy rate will further drop in the third 200 /ﬁﬁ_\—
stock in core retail areas. quarter with the reopening of renovating
100
+ International retailers continued to enter space.
the market, especially those selling + Retalil rents are set to rise 5-10% this year 0
cosmetics and accessories. with visitor arrivals remaining strong. 2010 ' 2011 | 2012 ' 2013 ' 2014 ' 2015 ' 2016 2017



TABLE 13
Major sales transactions

City District Development Floor / Unit (':g‘:’) (Usgrri:iﬁion) (US$P|:<i:'esqm)
Beijing Tongzhou World Chamber Of Commerce Center 22 units 2,824 $30.3 $10,726
Beijing Fengtai Noble Ceter Phase IlI 4 units 636 $5.7 $8,889
Shanghai Minhang Xin Hua Redstar Landmark Level 1 unit 100 $1.5 $14,963
Shanghai Minhang Honggiao Paradise Walk Level 1 unit 143 $2.3 $16,308
Guangzhou Yuexiu Hui Fu East Road Street shop 40 $0.9 $23,601
Guangzhou Tianhe Ti Yu West Road Street shop 39 $0.9 $23,461
Hong Kong Tai Kok Tsui Tai Wing Building Groud floor / unit 5E 55) $16.9 $307,055
Hong Kong Yuen Long Hong Lok Square 2 floor / unit 8 144 $41.8 $290,278
Taipei Xinyi Noble Mansion 13t floor unit 189 $4.1 $21,748
Taipei Zhongzheng St. Kaifeng 13t floor unit 10 $0.4 $46,600
TABLE 14
Maijor leasing transactions
City District Development Tower / Floor / Unit  Area (sqm) Mont(rﬂségental '\(nlj’é‘;h;if:(:rt:)l
Beijing Chaoyang The Palace Level 1 120 $19,383 $161.5
Beijing Chaoyang R&F Viva Beijing Level 2 60 n/a n/a
Shanghai Changning The Place Level 1 unit 500 $29,148 $58.3
Shanghai Minhang Vivo City n/a 1,400 $15,695 $11.2
Guangzhou Tianhe Zhong Shan Avenue Street shop 80 $8,133 $101.7
Guangzhou Tianhe Dong Pu Da Ma Road Street shop 68 $11,619 $170.9
Hong Kong Tuen Mun Kai Hei Land Building Ground floor / unit 22 276 $220,000 $797.1
Hong Kong Causeway Bay Fortune Centre Ground floor / units 1-2 488 $300,000 $614.8
Taipei Daan LM 49 Sg:;fgo“a’ th°”gXia° 1 floor unit 242 $19,056 $78.9
Taipei Da'an Tonlin Commercial Building Tower B / 1t floor unit 76 $20,699 $272.3

Note: All transactions are subject to confirmation.

TALE 15 OUTLOOK
Outlook (Q3 2017) : .

In the coming year, shopping centres on the
City Price Rental . Chinese Mainland will continue to transform
Beijing ~ - \ towards an experience-focused trade mix,

. in response to shifting consumption trends,
Shanghai And ’ in order to combat strong competition from
Guangzhou P | P | e-commerce.

Hong Kong p | &«
Taipei P | P |
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their specific needs.

%ﬁﬁﬁ%l&ﬁﬁ%ﬁl%ﬂﬁ%%ﬂ%ﬁ BREEARERE. B#AE. SHNMEMELNGRARR LR
« EBNABERS . ERANARNRESETERENZT LRI NETNSHINNEFTE.

RECENT MARKET-LEADING RESEARCH PUBLICATIONS
ITHRTT AR R R &

vy it neseann neseancn ¥
o fH ke ey o

GREATER CHINA

<-um e

SHANGHAI
Frce e o oraon

Global Cities Chinese Outbound Greater China Shanghai Quarterly
The 2017 Report Report 2016 Quarterly Q1 2017 Report Office
Q12017

Knight Frank Research Reports are available at
HBREGHEKRHFRRE, BE AN KnightFrank.com/Research

=% [=] Follow us on Wechat
] KiEEBERUEKRS

Scan the QR code and tune in to the latest property insights and research from Knight Frank.
254 smo%w, BMTRESEEALRRGHRAE

© Knight Frank 315 2017

This document and the material contained in it is general information only and is subject to change without notice. All images are for
illustration only. No representations or warranties of any nature whatsoever are given, intended or implied. Knight Frank will not be liable
for negligence, or for any direct or indirect consequential losses or damages arising from the use of this information. You should satisfy
yourself about the completeness or accuracy of any information or materials.

This document and the material contained in it is the property of Knight Frank and is given to you on the understanding that such material
and the ideas, concepts and proposals expressed in it are the intellectual property of Knight Frank and protected by copyright. It is
understood that you may not use this material or any part of it for any reason other than the evaluation of the document unless we have
entered into a further agreement for its use. This document is provided to you in confidence on the understanding it is not disclosed to
anyone other than to your employees who need to evaluate it.

AXHREANBTRRE—RAN, TEENEEMMERITEM. FEEAFRBRTAE. AXHHFTERT. BERBREAERMRERSE
Ro EE AL AR ERSEES BHRESRSE, FHBAAR. FRRBITHRBES N T TEERE.

AXHRERNBERGE, ERENEETHNS, BSREWHBRGHAIR=RNE, HZMBURP. BT ERSHERITME, &
FEEREABIL, EMATE ufiﬁﬁlﬁﬁﬁgﬁbmﬁjﬁnﬂﬁ AXHEREOBEATRETERE, BSE5TELEXHHOARS,
RABEEMTAEE.

RESEARCH & CONSULTANCY
R R TR

David Ji £ 5ift

Director, Head of Research &
Consultancy, Greater China
EERAHERMAEREMBEE
+852 2846 9552
david.ji@hk.knightfrank.com

Vincent Li 248

Assistant Manager, Research &
Consultancy, Beijing
EEHREREEERAIRLE
+86 10 6113 8017
vincentx.li@cn.knightfrank.com

Regina Yang #71ii &

Director, Head of Research &
Consultancy, Shanghai

EER LBARREAFEE
+86 21 6302 1728
regina.yang@cn.knightfrank.com

Ocean Ruan i3

Senior Manager, Research &
Valuation, Guangzhou
KHERARRE BB REZE
+86 20 3839 6408
ocean.ruan@cn.knightfrank.com

Pamela Tsui Z{f %

Senior Manager, Research &
Consultancy, Greater China
AHERAR R EEHSREE
+852 2846 4843
pamela.tsui@hk.knightfrank.com

Cliff So 7 Et5&

Executive Director, Agency &
Professional Advisory Services,
REPro Knight Frank, Taipei
Al sy

PR EELZ IS HREESE
+886 2 8729 8770
cliff.so@repro.knightfrank.com

Exchange rates:
US$1= TW$30.44 or RMB6.78 or HK$7.81

CE:
%781 = BM$30.447TH AR 6.787T BT S7.817T

P Y Knight 3
ba Frank %3
& dER

ba ==

= Global


http://www.KnightFrank.com/Research
https://kfcontent.blob.core.windows.net/news/9994/3490-article-1.pdf
https://kfcontent.blob.core.windows.net/news/9994/3490-article-1.pdf
https://kfcontent.blob.core.windows.net/research/715/documents/en/q12017shoffice-4638.pdf
https://kfcontent.blob.core.windows.net/research/715/documents/en/q12017shoffice-4638.pdf
http://www.knightfrank.com/globalcities
https://kfcontent.blob.core.windows.net/research/181/documents/en/q12017gc-4693.pdf
https://kfcontent.blob.core.windows.net/research/181/documents/en/q12017gc-4693.pdf
http://www.knightfrank.com/globalcities

