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HIGHLIGHTS

In the second quarter (Q2) of 2018, the average
vacancy rate in Beijing’s Grade-A office market dropped
by 0.2 percentage point quarter on quarter (Q-0-Q) to
5.1%, while the average rent increased by 0.2% Q-0-Q
to RMB382 per sgm per month. A number of major
Grade-A office leasing transactions were concluded in

Q2.

In Q2 2018, Beijing’s Grade A office
market remained stable and the vacancy
rate declined slightly to 5.1%. The
average rent of Grade A office buildings
in the city increased slightly by 0.6%
Q-0-Q to RMB382 per sgm per month
(see Table 1).

In Q2 2018, there was no new supply

in Beijing Grade-A office market. A
number of new Grade A office projects
are expected to be launched in Q3, most
of which are located in the core areas of
Beijing, bringing more than 300,000 sgm
of new supply to Beijing’s office market.

During this quarter, domestic-funded
enterprises remained the main force for
new leases, renewals and relocations,
especially those from the financial,
Internet, and high-tech sectors, and

several new leases or renewals were
recorded.

In Q2 2018, the transaction price of the
Grade A office sales market remained
stable, and several en-bloc transactions
were recorded in the office, and retall
sectors.

In the second half of 2018, it is expected
the market will welcome a number

of new office projects, with supply
concentrated in Beijing’s core business
areas like CBD, Wangjing-Jiuxiangiao
submarkets. The overall vacancy rate
is forecasted to remain at a low level

of around 5% due to the strong market
absorption in the coming months, and
the average rent is expected to remain
stable.

TABLE 1
Beijing Grade-A office monitor

Indicator Q2 2018 figure
New supply 0 sgm

Rent RMB382 / sgm / month
Vacancy rate 5.1%

Source: Knight Frank Research

Q-0-Q change (832%(1)5)
1 68% 7
10.2% >
10.2% >
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RENTS

In Q2 2018, there is no new supply enter
into the Grade-A office market. The overall
vacancy rate decreased by 0.2 percentage
point Q-0-Q to 5.1%. The average rent
increased 0.6% Q-0-Q to RMB382 per
sgm per month.

Wangjing and Zhongguancun submarkets
remained stable in rents at RMB306

and RMB 380 per sgm per month
respectively, while Wangjing area saw a
decrease in the vacancy rate to 10.6%
due to continued demand from the high-
tech and Internet industries. (see Table 2).

Financial Street remained the most
expensive submarket in Q2, where rents
increased by 1.6% Q-0-Q to RMB664
per sgm per month. It was followed by
the CBD where rents increased 2.7%
Q-0-Q to RMB408 per sgm per month
(see Table 2).

In the East Second Ring Road and
Asian-Olympic Area submarkets,
average rents were recorded dropping
slightly to RMB342 and RMB348 per
sgm per month respectively; while the
vacancy rate increased by 2.4 and 1.0
percentage point Q-0-Q to 6.4% and
5.1% (see Table 2).

A number of new office projects, mainly
located in the core areas of Beijing,

with a total gross floor area of more
than 500,000 sgm are scheduled to be
launched in the second half of 2018, but
due to the strong absorption rate, the
average vacancy is expected to remain
at a low level of around 5%, while stable
rental performance is foreseeable in the
coming months.
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FIGURE 1
Grade-A office rental and price indices
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TABLE 2

Beijing Grade-A office market indicators, Q2 2018

Rent %
Rent*

Submarket (RMB / sqm / month) fg:‘_%‘;
CBD 408 127
Lufthansa 362 10.8
Financial Street 664 116
East Second

Ring Road S b
Zhongguancun 380 0.0
Asian-Olympic 348 126
Area

Wangjing 306 0.0

Note: Rent” refers to average effective rent
Source: Knight Frank Research

rate
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TABLE 3

Beijing major Grade-A office leasing transactions, Q2 2018

District Building
Lufthansa Gateway
CBD China Central Place
CBD Yintai Center
Wangjing Rosin Technology

Source: Knight Frank Research
Note: All transactions are subject to confirmation

Tenant

BMW

Beckton
Dickinson

Singapore Airline

Liepin.com

Area
(sqm)

4,600

2,400

1,000

12,000

Transaction Type

Expansion

Renewal

Renewal

New Lease



SUPPLY AND DEMAND

In Q2 2018, there was no new supply in
Beijing Grade-A office market. A number
of projects are expected to be launched
in Q3, such as the CP Center, Cofco
Landmark, Orient Financial Center, etc.,
adding more than 300,000 sgm office
space to the market, most of which will
be from the core areas of Beijing.

Demand will continue to increase
moderately due to sustained and stable
development of the financial and IT
industries in some submarkets. It is
expected that the overall vacancy rate
remains at a low level of around 5% in
the coming months due to the strong
market absorption, while the average rent
is expected to remain stable.

INVESTMENT

Beijing’s Grade-A office sales market
remained stable in Q2. Two en-bloc
investment transactions were recorded in
Q2: Jingrui Holdings acquired a property
located in Dongcheng District with a
construction area of 4,268.1 sqm for
RMB240 million; Postal Savings Bank of
China has purchased the North Tower of
the Beijing New Everbright Center Canal
Twin Tower for self-occupation, with an
area of approximate 76,800 sgm.

In Q2, the average price of Grade-A
offices in Beijing slightly increased by
1.0% Q-0-Q (see figure 3).

FIGURE 2
Beijing Grade-A office supply, take-up and vacancy rate
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FIGURE 3
Beijing Grade-A office price index
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GLOBAL BRIEFING

For the latest news, views and analysis
on the world of prime property, visit
KnightFrankblog.com/global-briefing

DEFINITIONS EYX

Rent: Exclude management fee and other outgoings

HE TEEYIVERSE AR EMIH

Price: The transaction price of office space in the primary market
frig: 5 FEE—F i inn sk 240

Include major Grade-A and premium Grade-A office buildings in Beijing,
excluding owner-occupied and strata-titled buildings.
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Property basket:
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