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GUANGZHOU OFFICE
MARKET REMAINED
RESILIENCE WITH
VACANCY STAYED LOW

In the third quarter (Q3), no new supply was added to the
Guangzhou's Grade-A office market. Net absorption was

57000 sgm. In the first three quarters, the total newly added

Grade-A office space was approximately 180,000 sgm.

In Q3, the average Grade-A office rent
increased 0.2% QoQ to RMB178 per sqm
per month. Overall vacancy rate dropped 1
percentage point QoQ to 8%.

In the first three quarters of 2019,
Guangzhou’s macroeconomic indicators
have suggested a stable economic growth.

Regional GDP has grown by 6.9%, with a
0.6% YoY increase. Fixed-asset investment
and retail sales value of consumer goods
have achieved growth rates of 211% and
8.2%, respectively. The performance of the
Guangzhou'’s office market remained good
amid economic stability.

TABLE1

Guangzhou Grade-A office market indicators
Indicator Q32019 g’;ez‘:;zt)
New supply nil Ve
Rent RMB178 / sgm / month N
Vacancy rate 8.0% s
Price RMB42,208 / sqgm N

Source: Knight Frank Research
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RENTS AND
PRICES

lin Q3, the average Grade-A office rent was
RMB178 per sgm per month, with a 0.2%
QoQ increase. However, the increasing
uncertainty of future economy and the
weakening demand have allowed more
room for tenants to negotiate with Grade-A
office landlords.

In Q3, Yuexiu government issued a
document which intended to attract more
financial companies by offering office
rental subsidy and financial incentives.

It is expected that this document would
encourage companies with limited budget
to enter the Yuexiu market in the near
future.

In the strata-title market for new offices, the
average price was RMB42,208 per sgm.
Most office projects with active transactions
are located in Science Park and Huadu
District, typical examples include Luogang
Kaide Plaza and Greentown Centre in
Huangpu District and Poly International
Financial Centre in Huadu District.
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TABLE 2
Major Grade-A office sub-market indicators, Q3 2019
Rent
Submarket (RMB / sqm / month) Vacancy rate
Zhujiang New Town 200 7.5%
Tianhe North 178 9.0%
Yuexiu 143 7.0%
Pazhou 164 9.4%
Source: Knight Frank Research
TABLE 3
Major Grade-A office leasing transactions, Q3 2019
District Building Tenant Area
(sqm)
Zhujiang New Town Tiande Centre Sinomonitor 1,000
Pazhou Huanhui Plaza Leiyan Technology 2,000
Zhujiang New Town GTLand Plaza FWD 2,400
Zhujiang New Town GTLand Plaza China Southern 1,500
Power Grid
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 4
Major Grade-A office strata-titled sales transactions, Q3 2019
I - Area Unit Price
District Building (sam) (RMB / sqm)
Poly Yuzhu Port
Huangpu Centre 5,338 38,000
Huadu Poly International 3.964 22,000

Source: Knight Frank Research

Financial Centre

Note: all transactions are subject to confirmation



SUPPLY AND DEMAND

In Q3, no new Grade-A office project was
completed in Guangzhou. Total stock of
Guangzhou Grade-A office market is 5.7
million sgm.

Overall market demand has remained
stable in Q3. Technology Media Telecom
(TMT) and real estate sectors continued

to drive the Grade-A office leasing
demand. In terms of the number of leasing
transaction, companies from TMT and real
estate accounted for over 50% of total
demand in the market. As Guangzhou’s
core CBD, Zhujiang New Town was still
the most popular choice for companies
from finance, real estate and professional
services sectors and has accounted for
approximately 60% of total leased area.

In Q3, leasing demand and supply has
reached equilibrium, with the overall
vacancy rate in Guangzhou’s Grade-A office
market slightly decreased to 8.0%.

INVESTMENT

In Q3, the Guangzhou property market
recorded two en-bloc sales for a total
transaction value of over RMB1.1 billion. Both
were commercial mixed-use developments.

On 8 August, Modern Avenue Fashion
Group announced that it has sold the
corporate headquarter tower located in
Science Park to Guangzhou Health and
Sports Development, which is controlled
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by Guangzhou Development Zone
Management Committee, for a total
transaction value of RMB975 million. The
sale consisted of two office buildings, an art
museum and a brand flagship store with a
total GFA of 70,600 sgm.

On 24 September, Keppel Land announced
that it signed an equity transfer agreement
with Topchain Group to purchase 30%

MARKET OUTLOOK

In Q4, it is expected Tiande Centre will

be completed and bring approximately
100,000sgm office space to the Guangzhou
Grade-A office market.

In the next 3 years, the new Grade-A
office supply in the Guangzhou market

is expected to be near 1.5 million sqm, of
which 70% will come from Pazhou and
Guangzhou International Finance Centre.

Although the uncertainty in global
macroeconomic environment and the trade
friction between US and China have not

equity of Win Up Global Company. The
remaining 70% equity would still be held by
Topchain Group. Win Up Global Company
would become the owner of Ximenkou
Plaza, a commercial mixed-use project in
Liwan District with a total GFA of 42,500
sgm, for a total transaction value of RMB128
million.

faded off, government’s favourable policies
as well as tenants’ optimistic views on the
resilient performance of Guangzhou market
is expected to bring vigour to leasing
market.
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Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range
of clients worldwide, including developers and investors, as well as financial and corporate institutions.
All recognise the need for the provision of expert independent advice, customised to their specific needs.
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