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SLOWER GROWTH IN MAINLAND
HOUSING MARKET AMID COOLING

MEASURES

During the fourth quarter (Q4) of 2016, residential markets in major Mainland cities
slowed down amid further market cooling policies. The office and retail markets
faced various challenges, including a flood of new supply. Looking ahead, residential
sales on the Mainland are likely to decline, while growth in home prices in first and
second-tier cities will slow down this year. Abundant upcoming Grade-A office and
shopping mall supply on the Mainland is expected to suppress rental growth and
push up vacancy rates in major cities.

Grade-A office

In Q4, the launch of three new Grade-A
office buildings in Beijing resulted in a
higher vacancy rate and lower rentals.
Shanghai also saw a huge amount of new
office space come onto the market. This,
combined with a slowdown in domestic
economic growth, has suppressed
corporate expansion activities, adding to
the rising vacancy. In Guangzhou, two new
buildings, namely the East Tower (also
known as Chow Tai Fook International
Finance Centre), the tallest skyscraper in
the city, and Kai Wah International Centre,
were completed, providing an additional
320,000 sgm of space in aggregate. With
almost all new office space having come
up in Pearl River New City, the leasing
market remained active. Despite slight
uptick in vacancy, rents remained mostly
stable with a small increase.

In Hong Kong, the leasing market
remained lukewarm on Hong Kong Island,
limited by the lack of available space. The
Kowloon market, in contrast, remained
active, driven by strong relocation demand
from Hong Kong Island.

Taipei recorded an increase in the supply
of office space, leading to more room for
rental bargains. But in general, the rental
market remained stable, with sizable
absorption of prime offices. The vacancy
rate declined by 1.9 percentage points
quarter-on-quarter (Q-0-Q) and rents
dropped slightly by 0.4% Q-o0-Q.

Residential

The Beijing municipal government
released the latest market cooling
policies at the end of September. As a
result, the city’s residential market started
to cool down at the beginning of Q4.
New-home transaction volume fell and
the growth in prices slowed. Likewise

in Shanghai in November, the Shanghai
Housing Construction Committee
announced new cooling measures,
resulting in a drop in luxury residential
transaction volume. In Guangzhou,
despite a Q-0-Q decrease in transaction
volume, however in the land market,

a number of “Land King” transactions
were recorded, driving up expectations
of further price rises. Hence, residential
prices rose significantly in 4Q.

In early November, the Hong Kong
government substantially raised the
Double Stamp Duty rate for residential
properties to a standardised 15%, leading
to a significant reduction in residential
sales in the following month. This policy
has had a greater impact on mass
secondary sales than on super-luxury

and primary sales.

In Taipei, heavy taxes and mortgage
restrictions reduced luxury demand, but
some Taiwanese businessmen sent their
capital back to the island because of the
Mainland’s new rules against tax evasion.
In 2017, although we expect to see
slightly stronger demand, prices should
still fall about 10% while rents should
remain flat.

Retalil

In Q4 2016, five shopping malls opened
in Beijing, all located in decentralised

or suburban areas. Shanghai also
experienced a high rate of mall openings,
with nine retail malls opening either
officially or through soft launch, providing
more than 800,000 sgm of retail space.
Two prime shopping centres opened

in Guangzhou, namely Jiedeng Plaza,
located in the central area of Yuexiu
District, and Tianhui Plaza, located in
Pearl River New City, bringing 140,000
sgm of new space to the market.

Hong Kong'’s retail sales value and visitor
arrival figures improved towards the

end of 2016. The market is expected to
bottom in the first half of 2017 and remain
steady for a period of 9-12 months.

With fewer Mainland visitors and
booming e-commerce, Taipei’s
conventional retail industry did not record
significant growth in the traditional peak
season. Retail demand for traditional
street shops weakened, with only food
and beverage retailers continuing to
expand. Despite this, in 2017, rents
should remain firm while rental yields are
likely to rise slightly.
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TABLE 1 i FIGURE 1
Average prices, rents and vacancy rates " Grade-A office prices
City Price (US$ psm) Rental (US$ psm per month) Vacancy rate US$ per sqm
Beijing $7,799 $54.6 6.7% 30,000) m Beiing

. I Shanghai
Shanghai $9,215 $43.6 4.3% B Guangzhou
Guangzhou $5,641 $26.0 16.5% 25,000 | M Hong Kong
Hong Kong $29,922 $74.29 1.6% Taipei
Taipei $12,946 $24.6 7.4%

20,000

[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. 15,000
[3] Hong Kong's Grade-A office rental basket has been revised. Data are not comparable with those in previous
reports.
10,000
TABLE 2 5,000 __//——\——
Supply and demand indicators
City Indicators Comments 0
) o ) ) 2010 ' 2011 ' 2012 ' 2013 ' 2014 ' 2015 ' 2016 '
Beijing + 3 new office buildings, located in + 152,000 sgm of prime space was
CBD and Wangjing respectively, provided.
were launched in Q4 2016. + With slowing retail and hotel markets,
+ Companies from the finance, more landlords converted their retail or
Internet, insurance and law sectors hotels projects into office usage. FIGURE 2
were archor tenants for new lease, Grade-A office rentals

renewal and expansion.
US$ per sgm per month

Shanghai ¢ Several office buildings were ¢ Ucentre in Minhang District was 1o
completed, providing 654,000 sgm completed with a total office space of : z:::ghai
of office space. 180,000 sgm. 10| mm GuanZzhou

¢ Grade-A office vacancy rate rose + The huge amount of new supply lifted B Hong Kong
0.6 percentage point Q-0-Q. the vacancy rate. 90 Taipei
Guangzhou * Two Grade-A office buildings + The supply boom in Pearl River New 80

provided about 300,000 sgm of City has almost come to the end.
new space. + Grade-A office sales supply remained at

+ Grade-A office sold area jumped a relatively high level, pushing up sales 60
130% quarter on quarter. volume.
50
Hong Kong ¢ Kowloon will have over 200,000 sgqm ¢ The new supply is expected to impose
of new supply in 2017. downward pressure on Kowloon rents. 40
Taipei + Nan Shan Plaza in Xinyi District will ¢ The completiion of new offices triggered 30 /_F____\_\

70

provide about 100,000 sgm of new a new wave of office leasing.
offices in 2017. + Many tenants relocated Eastward to 20
+ Grade-A office absorption was Xinyi District , with those from the
robust, with many potential buyers finance and gaming software industries 1020 ™ 2011 " 2012 T 2013 © 2014 T 2015 ' 2016
shifting to lease. becoming the main drivers.

w



TABLE 3
Major sales transactions

City District Development Floor / Unit Area (sqm) (US; :‘i:iﬁion) (US$P;L$‘esqm)
Beijing Chaoyang Zhonghong Plaza 12 units 2,867 $34.6 $12,080
Beijing Chaoyang Damei Central Plaza 20 units 4,828 $42.1 $8,714
Shanghai Hongkou S“ag‘jr*;[“c';”éf:{i‘;‘j: dsi:épfing En bloc 64,496 $774.1 $12,002
Shanghai Hongkou Citic Plaza 36" floor unit 226 $2.1 $9,425
Guangzhou Tianhe Top Plaza Mid floor unit 2,320 $19.0 $8,202
Guangzhou Tianhe Poly-Plaza Clover High floor unit 86 $0.4 $5,123
Hong Kong Admiralty Lippo Centre Tower 1/ high floor unit 145 $5.7 $39,279
Hong Kong Sheung Wan Shun Tak Centre Mid floor unit 238 $9.4 $39,584
Taipei Xinyi Corporate Office 26 floor unit 340 $3.5 $10,176

TABLE 4
Major leasing transactions

Monthly Rental Monthly Rental

City District Development Floor / Unit Area (sgm) (USS) (USS$ per sqm)
Beijing Chaoyang Genesis 16t floors 1,400 $98,367 $70.3
Beijing Chaoyang SK Tower 6™ floors 3,100 $131,595 $42.5
Shanghai Pudong Century Link 18" floor unit 1,265 n/a n/a
Shanghai Pudong Life Hub@Jingiao 6 floor unit 1,669 n/a n/a
Guangzhou Tianhe '”ter“at'°”;'a';":"°p°"ta” Mid floor unit 555 $14,622 $26.3
Guangzhou Tianhe Central Tower Low floor unit 1,100 $25,761 $23.4
Hong Kong Kwun Tong ET DN S i) Mid floor 2,854 n/a n/a
Tower B

Hong Kong Tsim Sha Tsui Miramar Tower High floor 968 n/a n/a
Taipei Xinyi Cathay Landmark 20 floor unit 285 $8,956 $31.4
Taipei Xinyi Farglory Financial Center 6™ floor unit 1,528 $48,852 $32.0

Note: All transactions are subject to confirmation.

TABLE 5
Outlook (Q1 2017)

OUTLOOK

! _ Grade-A office rents are expected to fall
City Price Rental : J further in 2017 in Beijing, Shanghai and the

Beijing ~ ~ non-core areas of Hong Kong, given the
huge amount of supply in the pipeline.

Shanghai « b 9 PRy PP

Guangzhou p | p |

Hong Kong p | P |

Taipei - -
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TABLE 6

Average prices, rents and vacancy rates

[11[21[3]

FIGURE 3
Luxury residential prices

City

Beijing
Shanghai
Guangzhou
Hong Kong
Taipei

Price (US$ psm)

$13,476
$16,047
$8,004
$30,835
$14,277

Rental (US$ psm per month)

Vacancy rate

$22.5 13.7%
$27.4 6.1%
$21.0 n/a
$53.7 8.5%"
$19.0 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-2015 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

Four new projects provided 540
luxury units, 50 units less quarter
on quarter.

New luxury home sales worth over
RMB80,000 per sgm totalled 273
units, down 6% quarter on quarter.

New luxury home supply reached
65,000 sgm, plunging 85% quarter
on quarter.

Luxury home sales plunged 46%
quarter on quarter to 251,321 sgm.

There was no new luxury residential
supply in the quarter.

Luxury residential sales dropped
33% quarter on quarter.

Luxury residential sales worth
HK$10 million or above surged
124% year on year.

Two new luxury projects in Xinyi
started pre-sale, with their total value
doubling that in the third quarter.

Sales volume was only 30% of the
same period in 2015, with investment
demand suppressed by taxation.

Comments

+ Due to the recent purchase restriction
policy, some developers delayed the launch
of luxury projects.

+ Affected by the purchase restriction policy,
the sales volume fell slightly.

+ As the year end was appoaching,
developers were unwilling to launch new
projects.

+ The recent tightening rules on personal
home mortages attributed most to the
decrease of transaction volumes.

+ The market focus remained inventory
clearance.

+ The market became more rational and
stable after the launch of purchase
restrictions in October.

+ The government raised the stamp duty
rate in November to cool the red-hot
luxury residential sales.

+ Developers slowed down new project
launch, focusing on pre-sale projects only.

+ Sales focused on homes worth under
TWD200 million.

US$ per sqm

40,000
35,000
30,000
25,000
20,000
15,000

10,000

5,000 /_/"“__—/\/

B Beiing
I Shanghai
B Guangzhou
I Hong Kong
Taipei

2010 ' 2011 ' 2012 | 2013 ' 2014 ' 2015 ' 2016 |

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 Chaoyang Cen?gfga?lfsaza 6 units 2,187 $50.8 $23,250
Beijing Haidian Wanliu House 19 units 5,000 $115.2 $23,041
Shanghai Huangpu Lakeville Luxe High floor unit 276 $5.6 $20,197
Shanghai Pudong One Riviera Park Low floor unit 252 $5.3 $20,995
Shanghai Jing'an One Majesty High floor unit 224 $3.9 $17,263
Shanghai Jing'an Jing'an Prime Land High floor unit 138 $1.8 $12,970
Guangzhou Tianhe Shang Dong Hong Yu Mid floor unit 136 $85.8 $92,342
Guangzhou Tianhe The Bay View High floor unit 437 $537.0 $179,864
Hong Kong Peak Bayview House 2 311 $33.9 $108,937
Hong Kong Island South Shouson Peak 17t floor / unit G 272 $29.5 $108,139
Taipei Da'an Ruian Jade ot floor unit 307 $3.8 $12,302
Taipei Da'an Renai Dunnan 8t floor unit 497 $5.9 $11,896

TABLE 9

Major leasing transactions
City District Development Floor / Unit Area (sqm) Mont{:}égental '}nl?;;h;ifs;;a)l
Guangzhou Tianhe Central Park View Mid floor unit 143 $2,196 $15.4
Guangzhou Tianhe Beau Monde Mid floor unit 131 $2,049 $15.6
Hong Kong Mid-Levels West Imperial Kennedy High floor / unit C 67 $6,574 $97.5
Hong Kong Pokfulam Villa Bel-Air House 389 $36,095 $92.7
Taipei Xinyi Jaspervilla 5% floor unit 125 $3,508 $28.0
Taipei Xinyi Jaspervilla 15" floor unit 188 $5,190 $27.6

Note: All transactions are subject to confirmation.

TABLE 10 OUTLOOK

Outlook (Q1 2017
utlook (Q ) Cooling measures are expected to drag

City Price Rental : ' 7 down residential prices or suppress their

Beijing ~ - 4 growth rates in major Greater China cities
in 2017.

Shanghai 3 o

Guangzhou p p |

Hong Kong « «

Taipei « o
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TABLE 11

Average prices, rents and vacancy rates

[1112]

FIGURE 5
Prime retail prices

City

Beijing
Shanghai
Guangzhou
Hong Kong
Taipei

Price (US$ psm)

Rental (US$ psm per month)

Vacancy rate

$10,374 $182.8 3.4%
$34,811 $244.7 12.2%
$41,014 $255.1 4.3%
$247,225 $543.4 7.3%
$106,124 $191.3 n/a

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

each city.

[2] End-2015 overall vacancy rate supplied by Rating and Valutation Department, HKSAR.

TABLE 12

Supply and demand indicators

City Indicators

Beijing + Five projects were launched in the
quarter.

+ More shops adopted the 020
(online-to-offline) business mode to
compete with e-commerce platforms.

Shanghai * Retail supply surged in the quarter with

Guangzhou ¢

Hong Kong *

Taipei .

nine malls officially or soft opened.

The vacancy rate increased a further
0.8 percantage point quarter on
quarter.

Two new shopping malls provided
140,000 sgm of new space.

Guangzhou's retail sales value grew
at a faster rate year on year during the
first 10 months.

Retail sales value and visitor arrival
numbers saw improvement towards the
end of 2016.

No new space was added to core retail
areas, where existing stock was limited.

International brands continued to enter
Taipei, mainly sports, cosmetics and
fast fashion.

Comments

*

WF Central in Wangfujing Street will be
launched in the second half of 2017,
providing 50,000 sgm of retail space.

Prime retail demand remained stable
during the Christmas holiday with
promotional and discount activities.

The new malls provided a total retail
space of 815,323 sqm.

The closure of some floors for adjustment

works in some shopping malls pushed
up the vacancy rate.

The two new malls recorded good
absorption rates, so overall vacancy only
mildly rose.

New shopping mall supply is forecast to
reach about 300,000 sgm in the coming
year.

The market is expected to bottom in the
first half of 2017 and remain stable in the
9-12 months afterwards.

Prime retail area saw a slight increase in
vacancy rate with decreased Mainland
Chinese tours.

Street shop landlords lowered rental
expectation with major tenants shifting to
shopping malls and department stores.

US$ per sqm
350,000 @ Shanghai
B Guangzhou
I Hong Kong
300,000 Taipei
250,000
200,000
150,000
100,000
50,000 '//—~
02010 " 2011 " 2012 " 2013 ' 2014 ' 2015 ' 2016 |
FIGURE 6

Prime retail rentals

US$ per sqm per month
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TABLE 13

Major sales transactions

City District Development Floor / Unit (2;?) (Usgrrir::iﬁion) (US$Pprti;'esqm)
Beijing Chaoyang Beijing Greenland Center 26 units 17,442 $105.8 $6,066
Beijing Shijingshan Financial Street Chang'an Center 28 units 7,132 $53.5 $7,500
Shanghai Putuo Parkside Plaza En bloc 89,600 $322.0 $3,594
Shanghai Jing'an Financial Street Jing'an Centre Level 1 unit 392 $5.6 $14,208
Guangzhou Tianhe Xingsheng Road Street shop 140 $5.1 $36,593
Guangzhou Tianhe Tianhe North Road Street shop 190 $2.3 $12,326
Hong Kong Wan Chai Yan Yee Court Ground floor / unit A 69 $7.1 $102,855
Hong Kong Wan Chai Henning House Ground floor / unit 3 89 $6.4 $72,802
Taipei Da'an Section 3, Zhongxiao East Road Level 1 unit 127 $4.2 $33,374
Taipei Da'an Tonghua Street Levels 1-2 units 310 $5.1 $16,529

TABLE 14

Major leasing transactions
City District Development Floor / Unit Area (sqm) Mont(rdsé;ental I\(ﬂlfgéh;irR:c;\;a)l
Beijing Xicheng Xidan Joy City Level 5 unit 300 $35,131 $117.1
Beijing Chaoyang Sanlitun Taikooli Level 1 unit 200 $89,048 $445.2
Shanghai Pudong Kerry Parkside Level 1 unit 145 $29,036 $200.2
Shanghai Minhang Xinhua Redstar Landmark Level 4 unit 1,560 $48,059 $30.8
Guangzhou Tianhe Tianhe South Second Road Street shop 60 $4,098 $68.3
Guangzhou Tianhe Jin Sui Road Street shop 70 $7,172 $102.5
Hong Kong Causeway Bay Po Hon Building Ground floor / unit B 65 $37,127 $566.8
Hong Kong Wan Chai Fortune Building Ground floor / unit 3 75 $28,206 $377.6
Taipei Da'an Ll C°$£/‘:f§' Ellciyg Level 1 unit 94 $23,592 $251.5
Taipei Zhongshan Taiwanlife Level 1 unit 119 $20,447 $171.2

Note: All transactions are subject to confirmation.

TABLE 15
Outlook (Q1 2017)

OUTLOOK

City Price Rental
Hundreds of new shopping malls will be
B
eung . hnd hnd launched in major Mainland cities this year,
Shanghai N N suppressing rental growth. In Hong Kong,
Guangzhou the retail market is set to bottom in the first
Hong Kong half of 2017.
Taipei ’ ’
N N
L g -
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