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GDP and income growth slowdown 

affects residential market 
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Overall House price continued 

slowing down under policy effect 

-4%

0%

4%

8%

12%

2011 2012 2013 2014

Year on year Month on month

Change in average prices for new homes in 70 Chinese cities  

 

Source: National Bureau of Statistics / Knight Frank 



5 

Although Luxury prices is still 

rising thanks to shortage 

50

100

150

200

250

300

350

400

450

500

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Beijing Shanghai

Hong Kong Guangzhou

Q1 2003 

= 100 

Luxury residential price indices in major cities 

Source: Knight Frank 



6 

housing sales also saw  

large decline 
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The first four months of 2014 saw a y-o-y 10% 

nationwide drop in housing sales value. 

 

Source: National Bureau of Statistics / Knight Frank 
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Source: National Bureau of Statistics / Knight Frank 

residential starts – developers 

also took a hit 
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Meanwhile, much Time will be 

needed to absorb inventory in 

some major cities 
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Residential sales decline also affects 

developers’ share performance 
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Price cut cases in China 

residential market 

Shanghai Beijing 

Project type Mass residential Mass residential 

Location Sub-urban Sub-urban 

First phase launch price  
RMB25,000 per sqm (3Q 

2013) 

RMB21,000 per sqm (4Q 

2013) 

Second phase launch price 
RMB22,000 per sqm (2Q 

2014) 

RMB17,000 per sqm (2Q 

2014) 

Price cut from the first 

phase 
12% 19% 

Source: Knight Frank 
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China property market Forecast 

- Downbeat across the board 

City / sector Urban districts 
Sub-urban 

districts 

2014 1H 
2014 2H 

forecast 

2014 full year 

forecast 

2014 full year 

forecast 

First-tier 

cities 

Luxury 3% 3-5% 6-8% 
5-10% 

Mass 2% 1-3% 3-5% 

Second-tier 

cities 

Luxury 2% 1-3% 3-5% 
10-15% 

Mass 1% 0-1% 1-2% 

Source: Knight Frank 



Hong Kong 

residential 
Presented by Thomas Lam,  

Senior Director and Head of Valuation & Consultancy 
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Global Prime residential prices 

Source: Knight Frank 
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Hong Kong Residential  

sales and prices 

Source: Rating and Valuation Department / Knight Frank 
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Primary & secondary  

residential sales 

Source: Land Registry 
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Share of Mainland buyers in  

HK luxury residential market 

* Estimation 

Source: Public sources / Knight Frank 
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Share of company buyers in  

HK private residential market 
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Completion of residential  

units in Hong Kong 

Source: Rating and Valuation Department / Knight Frank 
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New Territories 

10,900 

(75%) 

Kowloon 

2,200 

(15%) 

Hong Kong 
Island 

1,500 

(10%) 

Yuen Long 

1,200 

(9%) 

Total: 14,600 

Source: Market news / Knight Frank 
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General affordability in  

Hong Kong 
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Taikoo Shing (unit size = 490 sq ft) 

Year 1987 1997 2008 2013 2014* 

Monthly household  

income (HK$) 
$6,550 $22,300 $25,000 $30,000 $30,400 

Prime-based  

mortgage rate 
7.9% 9.2% 3.0% 2.5% 2.5% 

Average unit price 

(HK$ per sq ft) 
$1,150  $9,000  $8,000  $13,000  $12,800  

Total flat price (HK$) $560,000  $4,400,000  $3,900,000  $6,400,000  $6,300,000  

Down-payment (HK$) $169,000  $1,320,000  $1,170,000  $1,920,000  $1,890,000  

Down-payment as  

years of annual 

income 
2.2 years 4.9 years 3.9 years 5.3 years 5.2 years 

Monthly payment 

(HK$) 
$2,800  $25,200  $11,500  $17,700  $17,400  

Affordability ratio 43% 113% 46% 59% 57% 

A case study on affordability: 

Taikoo Shing 

Assumptions: down-payment ratio = 30%; payback period = 20 years             Source: CEIC / EPRC / Knight Frank     

p360%  

compared 

with 1987 

p1,000% 

compared 

with 1987 
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A case study on affordability: 

City One Shatin 

City One Shatin (unit size = 310 sq ft) 

Year 1987 1997 2008 2013 2014 

Monthly household 

Income (HK$) 
$6,550 $22,275 $25,000 $30,000 $30,400 

Prime-based  

mortgage rate 
7.9% 9.2% 3.0% 2.5% 2.5% 

Average unit price 

(HK$ per sq ft) 
$1,250  $6,900  $5,100  $10,100  $10,600  

Total flat price (HK$) $388,000  $2,100,000  $1,600,000  $3,100,000  $3,300,000  

Down-payment (HK$) $116,000  $630,000  $480,000  $930,000  $990,000  

Down-payment as  

years of annual 

income 
1.5 years 2.4 years 1.6 years 2.6 years 2.7 years 

Monthly payment 

(HK$) 
$1,970  $12,000  $4,700  $8,600  $9,100  

Affordability ratio 30% 54% 19% 29% 30% 

Assumptions: down-payment ratio = 30%; payback period = 20 years             Source: CEIC / EPRC / Knight Frank     

p360%  

compared 

with 1987 

p750%  

compared 

with 1987 
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Hong Kong residential 

Market Forecasts 

Sector 2014 1H 2014 2H forecast 
2014 full year 

forecast 

Luxury residential price 1% 3-5% 5% 

Mass residential price 0.2% 5% 5% 

Source: Knight Frank 
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Fast-growing 

period 

Individual visitor scheme (IVS) 

visitors & HK retail market 

+538% 
+30% 

+20% 
+29% +12% 

+10% 

+34% 

+29% 

+26% 
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+17% 

+15% 

Source: Hong Kong Tourism Board / Knight Frank 

Note: IVS started in July 2003 
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