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LUXURY RESIDENTIAL SALES AND
PRICES TO RISE AFTER RELAXATION
OF MARKET COOLING POLICIES

Prime office

In the first quarter of 2015, new Grade-A
office supply amounted to about 546,000
sgm, 303,000 sgm and 180,000 sgm

in Beijing, Shanghai and Guangzhou,
respectively, resulting in respective rises
in vacancy rates of 0.1, 1.6 and 1.0
percentage points. Grade-A office rents in
the three cities recorded a slight decline
and are likely to fall for the rest of the year,
due to abundant supply in the pipeline.

In Taipei, Grade-A office rents continued
to rise in the first quarter, with Xinyi
District being the strongest performer. The
vacancy rate edged down 0.1 percentage
point to 7.0%, with demand for office
space remaining strong. With more
Grade-A offices coming on steam, Taipei’s
office vacancy rate is set to increase, but
rents should remain stable in the second
half of the year.

In Hong Kong, about 170,000 sgm of
new offices, mostly located in Kowloon,
is scheduled to complete in 2015. Due to
limited new supply on Hong Kong Island
and driven by the ongoing expansion
demand of Chinese institutions, Grade-A
office rents in core areas may rise about
5% in the year, while rents in non-core
areas should remain stable or experience
a slight decline.

Luxury residential

In the first quarter of 2015, China’s
central government introduced a series of
stimulus policies, such as the reduction
of benchmark rates again by the People’s
Bank of China and the lowering of the
down-payment for a second home from
60% to 40%. With confidence gradually
restoring among homebuyers amid signs
of credit easing, luxury home prices in
first-tier cities such as Beijing, Shanghai
and Guangzhou rebounded in the first
quarter. With further release of pent-

up demand, we believe that end-users
looking to upgrade their homes will
become the dominant type of buyers.

The residential market in Mainland China
will improve with rises in both prices and
sales in the second quarter.

The fact that Taiwan’s tax reform act to
combine building and land taxes is yet to
be finalised caused uncertainty among
investors and affected the investment
climate. Meanwhile, restrictions by banks
on real estate loan conditions and loan-
to-value ratios also led to a reduction

in Taipei’s luxury sales volume, though
prices remained stable. In the second
quarter, demand for luxury homes is set
to remain stable, with prices for prime
homes in core areas remaining firm.

Since the Double Stamp Duty was
relaxed last May, Hong Kong’s luxury
residential sales market has revived. In
the first quarter of 2015, 1,863 luxury
homes worth HK$10 million or above
were sold, a 65.6% jump year on year.
However, expectations of a rise in the US
interest rate in the second half of the year
are bound to have an adverse effect on
market sentiment. Hence, we maintain
our forecast that luxury home prices in
Hong Kong could drop 5% in 2015.

Prime retail

With demand weakening, Mainland
China’s retail market remained in
correction mode. Shopping centres
across the country have been adjusting
their tenant mix by increasing the
proportion of dining and entertainment
space, in an attempt to maintain high
occupancy rates and rental growth. In
contrast, pedestrian streets in traditional
commercial areas—without such
flexibility —faced greater downward
pressure on retail rents. In the coming
year, abundant retail supply in Beijing,
Shanghai and Guangzhou is likely to
suppress retail rent growth, but rents in
well-run shopping centres will remain
firm.

The Taiwan Tourism Bureau welcomed an
additional 11 Mainland Chinese cities for

individual travel in mid-April and a ‘high-
end tour’ scheme was also proposed.
This is expected to further promote
Taiwan’s retail market. Along with rising
demand for retail space, retail rents and
prices in Taipei will see further growth.

Hong Kong'’s retail sales fell 2.0% year
on year in the first two months of 2015,
attributable to the weakening luxury
consumption of Mainland Chinese
visitors. As a result, rents for street shops
in prime retail areas came under pressure.
In April, the Hong Kong government
announced the tightening of individual
travel policies for Shenzhen citizens from
‘multiple-entry’ permits to ‘one visit per
week’ permits. For the rest of the year, it
is expected that rents of street shops in
prime retail areas will continue to fall, but
rents in prime shopping malls will remain
firm.
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TABLE 1

Average prices, rents, vacancy rates and yields
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FIGURE 1
Grade-A office prices

City

Beijing
Shanghai
Guangzhou
Hong Kong
Taipei

Price Rental
(US$ psm per

(US$ psm) month)
$8,570 $59.5
$8,349 $43.6
$5,883 $28.5
$28,108 $69.9
$13,027 $24.8

Vacancy Yield
rate
4.8% 6.2%
4.6% 6.3%
15.0% 5.8%
3.2% 2.9%
7.0% 2.3%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be
used to estimate average yields. They are also not directly comparable among cities due to the different
characteristics of each city.

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

Supply and demand indicators

TABLE 2

City

Beijing .
Shanghai ¢

Guangzhou *

Hong Kong ¢

Taipei .

Indicators

Wangjing provided about 435,947 sgm of
prime office space, while Zhongguancun and
the Olympic business area provided a total of
110,000 sgm.

303,000 sgm of new Grade-A offices was
launched, up 20.9% quarter on quarter.

The vacancy rate increased to 4.6%, with
abundant new offices launching in emerging
areas.

Two Grade-A office buildings were launched
in Pearl River New City, providing a total of
180,000 sgm of space.

Office leasing remained stable and rents rose
slightly. The vacancy rate grew modestly as
new supply came on stream.

In 2015, about 170,000 sgm of Grade-A
offices could come on stream, mostly in
Kowloon.

HQ Building of Taiwan Cooperative Bank was
completed, with most space allocated for
self-occupation.

Xinyin was the best-performing district in
terms of Grade-A office absorption.

Comments

*

*

*

*

*

*

About 80% of the new
supply launched in non-prime
areas, continuing the trend of
decentralisation.

Two ICC was completed, providing
60,000 sgm of Grade-A offices.

The office leasing market was
subdued, due to the Chinese New
Year holiday.

Abundant new office supply this year
will suppress growth in rents.

Favourable government policies
stimulated office sales and pushed
up prices slightly.

Grade-A office rents are set to rise
about 5% in core areas in 2015,
while those in decentralised areas will
remain stable or drop slightly.

Cathay Landmark in Xinyi District is
scheduled for completion this year.

Grade-A office absorption is set to
continue, with demand remaining
strong this year.
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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 Floor / Unit Area (sqm) (usg :‘ir::iﬁion) (US$P;::‘esqm)
Beijing Chaoyang Damei Central Plaza 8 units 2,082 $16.0 $7,702
Beijing Xicheng Desheng Triumphal Square 2 units 242 $1.3 $5,181
Shanghai Hongkou Beyond the Bund 15" floor unit 207 $1.9 $8,963
Shanghai Xuhui Magnolia Plaza 10" floor unit 238 $2.1 $9,015
Guangzhou Tianhe R&F Yingxin Building High floor unit 1,128 $5.7 $5,050
Guangzhou Tianhe R&F Yingtong Building High floor unit 235 $1.3 $5,709
Hong Kong Central World-Wide House High floor unit 706 $28.9 $40,943
Hong Kong Admiralty Admiralty Centre Tower 1/ mid floor unit 453 $15.7 $34,726
TABLE 4

Maijor leasing transactions

Monthly Rental Monthly Rental

City District Development Floor / Unit Area (sqm) (US$) (US$ per sqm)
Beijing Chaoyang SK Tower 5t floor 2,600 $133,418 $51.3
Beijing Chaoyang Kerry Centre 24 floor unit 354 $22,139 $62.5
Shanghai Changning The Place 9-11 floors 5,000 $182,809 $36.6
Shanghai Huangpu Hong Yi Plaza 26" floor unit 1,000 $42,899 $42.9
Guangzhou Tianhe R&F Yingkai Building High floor unit 244 $6,735 $27.6
Guangzhou Tianhe R&F Yinglong Building Mid floor unit 1,417 $27,261 $19.2
Hong Kong Kwun Tong One Harbour Square Mid floors 5,104 n/a n/a
Hong Kong Kwun Tong Pioneer Place Low floors 3,919 n/a n/a
Taipei Xinyi Farglory Financial Center 7t floor unit 489 $16,621 $34.0
Taipei Xinyi Taipei 101 715t floor unit 4,260 $138,730 $32.6

Note: All transactions are subject to confirmation.

TABLE 5
Outlook (Q2 2015)

OUTLOOK

: Grade-A office rents in Beijing, Shanghai
City Price Rental ; ik and Guangzhou are likely to fall, as

Beijing « ~ ak?undant new supply.will com.e on stream
. this year. Grade-A office rents in the core

Shanghai | \ad areas of Hong Kong may rise about 5%,

Guangzhou ” N due to limited supply.

Hong Kong p | p |

Taipei ) )
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TABLE 6

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

City

Beijing
Shanghai
Guangzhou

Hong Kong
Taipei

Price Rental

Vacancy

(US$ psm) (US$ psm per month) rate Yield
$9,940 $24.5 15.3% 3.0%
$12,536 $29.2 6.6% 2.8%
$6,256 $21.0 n/a 3.4%
$31,599 $57.4 7.9%"0 2.2%
$16,377 $19.2 n/a 1.2%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be
used to estimate average yields. They are also 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-2013 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 .

Indicators

Five new luxury projects were launched
for sale. No new supply appeared in the
leasing market.

New luxury home supply amounted to
100,000 sgm, similar to that in the same
period in 2014.

The total transacted area of new luxury
homes surged 83% year on year to
60,530 sgm.

New luxury home supply dropped 4.7%
quarter on quarter.
Despite the Chinese New Year holiday,

luxury residential sales remained
comparable with the previous quarter,

thanks to favourable government policies.

The number of luxury home sales worth
HK$10 million or above increased 65.6%
year on year to 1,863 transactions.

Luxury residential supply was limited,
mainly in Da’an and Zhongshan Districts.
Luxury home sales were suppressed by

banks’ restrictions on mortgages and
loan-to-value ratios.

Comments

*

*

Primary luxury home sales number
reached 114 —2.8 times the volume of
ayear ago.

Joffre Classic launched 37 luxury
apartments with a total area of 11,000
sgm.

The market was boosted by a
restoration of market confidence.

The supply is not expected to surge in
the second quarter.

Transaction volume is set to slightly rise
in the near future, amid a relaxed policy
environment.

The expectation for a US rate hike in
the second half of 2015 weakened
investment sentiment in the luxury
housing market.

New luxury projects will continue to
come online this year.
Quallity residences in prime areas

remained sought after by investors, due
to their limited supply.
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FIGURE 4
Luxury residential rentals

US$ per sqm per month
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TABLE 8

Major sales transactions

City District Development Floor / Unit Area (sqm) (usg ':::iﬁion) (US$P;L$esqm)
Beijing Dongcheng Chang'an Taihe 2 units 221 $2.9 $13,151
Beijing Haidian Wanliu House 1 unit 332 $7.4 $22,390
Shanghai Changning Joffre Classic Low floor unit 238 $3.4 $14,403
Shanghai Pudong Shanghai Arch High floor unit 182 $4.1 $22,322
Shanghai Jing'an Grand Summit High floor unit 205 $3.4 $16,482
Shanghai Xuhui West Shore Low floor unit 313 $4.4 $14,089
Guangzhou Tianhe Central Park View Low floor unit 280 $3.2 $11,454
Guangzhou Haizhu Regal Harbor High floor unit 600 $5.1 $8,552
Hong Kong Kowloon Tong One Mayfair Top floor unit 176 $10.4 $59,156
Hong Kong Island South Pine Crest Low floor unit 165 $9.2 $55,953
Taipei Zhongshan Huaku Jidi 9™ floor unit 464 $40.5 $87,090
Taipei Zhongshan Park View Garden 12t floor unit 424 $69.6 $164,339
TABLE 9
Major leasing transactions
City District Development Floor / Unit Area (sqm) Mont(f::)ég)ental I\(nlj);st;h;)éfse::]a)l
Guangzhou Tianhe Beau Monde High floor unit 105 $1,684 $16.0
Guangzhou Tianhe Central Park View High floor unit 208 $4,490 $21.6
Hong Kong The Peak 29 Severn Road Mid floor unit 190 $16,504 $86.9
Hong Kong Island South Redhill Peninsula House 244 $15,473 $63.5
Taipei Xinyi Kindom Yuanjian 20" floor unit 248 $4,083 $16.5

Note: All transactions are subject to confirmation.

TABLE 10

Outlook (Q2 2015)

City Price Rental
Beijing p «
Shanghai P | P |
Guangzhou P | L
Hong Kong N «
Taipei « )

OUTLOOK

A combination of favourable policies and
pent-up demand is set to fuel growth in
Greater China’s luxury residential market

in the second quarter of 2015. End-users
looking to upgrade to bigger and better
properties will be the dominant category of
buyers.
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TABLE 11

. - 1
Average prices, rents, vacancy rates and yields t

FIGURE 5
Prime retail prices

City

Beijing
Shanghai
Guangzhou
Hong Kong
Taipei

Price Rental Vacancy Yield
(US$ psm) (US$ psm per month) rate
$11,947 $207.3 2.7% 5.8%
$36,081 $277.9 7.4% 6.5%
$42,667 $271.5 4.4% 5.3%
$321,353 $720.5 7.3%% 2.3%"8
$106,020 $191.5 n/a 21%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be
used to estimate average yields. They are also not directly comparable among cities due to the different
characteristics of each city.

[2] End-2013 overall vacancy rate supplied by Rating and Valutation Department, HKSAR.

[3] Overall yield supplied by Rating and Valutation Department, HKSAR.

Supply and demand indicators

TABLE 12

City

Beijing *
Shanghai .

Guangzhou ¢

Hong Kong ¢

Taipei A

Indicators

Jinbao Place Phase Il in Wangfujing was
launched, providing 12,000 sgm of new
prime retail space.

Demand was strong from food & beverage,
fast fashion and ‘light-luxury’ retailers.

Shanghai New World Daimaru Department
Store and Florentia Village (Pudong's first
outlet) were launched, providing a total of
186,000 sgm of new retail space.

No new shopping centres were launched in
the quarter.

Retail property leasing remained stable and
rents rose slightly. Sales dropped 20%, but
prices remained firm.

Retail property rents are facing downward
pressure, amid weakening retail sales values
resulting from a drop in visitor spending on
high-priced items.

There was no new retail property supply in
the quarter.

Eleven more Mainland Chinese cities have
been eligible for individual travel to Taiwan
since April 2015, expected to further benefit
the local retail industry.

Comments

+ Most new supply in the second
quarter will be in remote suburban
areas, having limited impact on prime
commercial areas.

+ Aslowing Chinese economy and
softening retail demand had negative
impact on various trades. Many
retailers slowed their expansion plans.

+ A number of shopping malls will open
in the second quarter, providing nearly
300,000 sgm of prime retail space.

+ Prime shopping malls maintained
high occupancies and rent growth,
while traditional street shop rents
experienced pressure with notable
vacancies.

+ The development trend of the local
retail market could be affected by
policy changes to the Individual Travel
Scheme.

+ With a lack of prime retail space, new
prospective tenants could only aim for
shops in alleys or on upper floors.

+ Retail rents and prices remained high,
while vacancy rates remained low
with strong demand.

US$ per sqm
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FIGURE 6
Prime retail rentals

US$ per sqm per month
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TABLE 13
Major sales transactions

City District Development Floor / Unit (.:;er::) (US; :inciﬁion) (US$P|;:‘esqm)
Beijing Zhongguancun EC Mall En bloc (including carpark) 70,946 $400.9 n/a
Beijing Fengtai Noble Centre 1 unit 187 $1.8 $9,490
Shanghai Zhabei Suhe Creek Ground floor unit 178 $3.7 $20,783
Shanghai Putuo Union Tower Ground floor unit 81 $0.9 $10,732
Guangzhou Haizhu Jiangnan West Road Street shop 61 $0.4 $6,330
Guangzhou Baiyun Jichang Road Street shop 65 $0.3 $5,304
Hong Kong Wan Chai Kam Koon Building Ground floor / unit B2 12 $3.6 $294,400
Hong Kong Tsuen Wan Wing On Mansion Ground floor / unit A2 12 $3.2 $279,798
Hong Kong Wan Chai Tung Hing Building Ground floor / unit C 65 $16.8 $257,750
TABLE 14
Maijor leasing transactions
City District Development Floor / Unit Area (sqm) Mont(ruségental I\(nlfg;hr:irR:;r:]a)l
Beijing Haidian Zhuozhan Beijing 1st floor unit 750 n/a n/a
Beijing Chaoyang China World Trade Centre Zone 1/WB128 200 n/a n/a
Shanghai Huangpu Raffles City Ground floor unit 60 $26,324 $438.7
Shanghai Jing'an Crystal Galleria Ground floor unit 353 $17,208 $48.7
Guangzhou Tianhe Festival Walk Basement 1 unit 80 $16,677 $208.5
Guangzhou Yuexiu Zhongshan 5th Road Street shop 110 $9,622 $87.5
Hong Kong  Tsim Sha Tsui Hai Phong Mansion Ground floor / unit 5 57 $248,850 $4,391.1
Hong Kong Mong Kok Richmond Shopping Centre Ground floor / unit 3 18 $31,912 $1,761.5
Taipei Da'an Zhongi?:g‘g:t’ Road 1%t floor unit 29 $6,331 $218.4
Taipei Da'an Section 4, 2% floor unit 213 $6,647 $31.1

Zhongxiao East Road

Note: All transactions are subject to confirmation.

TABLE 15
Outlook (Q2 2015) OUTLOOK :
In the coming year, there will be abundant

City Price Rental retail supply in Beijing, Shanghai and
Beijing p | P Guangz.hou, but deman‘d is expected to

. be relatively weak. Retail property rents
Shanghai L e may come under pressure, but rents in
Guangzhou , & well-managed shopping centres will remain
Hong Kong &« &« strong.
Taipei -« -«
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