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HIGHLIGHTS

Beijing's economy remained stable in
the first half of 2013. Gross Domestic
Product (GDP) growth in Beijing
stood at 7.7% year on year, which
was 0.2 percentage point slower
compared to the first quarter, but 0.5
percentage point faster compared to
the same period of last year. Growth
of retail sales in the first half slowed
to 8.8%, falling 4.2 percentage points
year on year. However, online
shopping remained active, with sales
up 50.9% year on year, accounting
for 10.8% of the total retail sales.

There was no new Grade-A office
supply in the second quarter of 2013.
The market vacancy rate dropped 0.7
percentage point to 4.2%. The
vacancy rate increased in the
previous two quarters. Some
landlords started to loosen up
negotiation conditions in the second
quarter in order to retain branded
firms, which led to decreased
vacancy rates as well as decreased
average rents.

The average rent of Grade-A offices
in Beijing fell 2.2 % to RMB387 per sq
m per month in the second quarter
due to a slower macro-economy.
This was the first fall in the average
rent since the third quarter of 2009.
Rents in the CBD and Zhongguancun
areas dropped 2.3% and 3.2% to
RMB429 and RMB311 per sq m per
month respectively. Rents in other
areas remained unchanged.

The supply and sales of strata-title
Grade-A and B offices jumped
sharply in the second quarter of
2013, with sales up 121% to 234,870

sq m and supply up 169% to 491,680
sq m. The average selling price
edged down 3.3% to RMB29,981 per
sq m, due to higher proportions of
transactions in Fengtai, Yizhuang and
other non-core office areas.

Outlook

Uncertainties in the global economy
are set to continue. China is facing
tough challenges during the
economic structure adjustment
process. The economy in Beijing is
expected to maintain with the
current growth pace for the second
half of the year.

Due to limit supply, the vacancy rate
of Beijing's Grade-A offices is set to
remain at below 5%. The average
rent is expected to fluctuate slightly
in the future.

Beijing rolled out new cooling
measures at the end of March to
further tighten control on the
residential market. Part of the
purchasing power is shifting to the
commercial market, which was
evidenced by the growth of both
supply and sales of strata-title
Grade-A and B offices. Because rents
stopped increasing and transaction
prices of Grade-A offices continued
growing, capital yields in the office
market are seeing a downward trend.

In the second half of 2013, Fortune
Financial Center in the CBD area and
Runshi Centre in the Lufthansa area
are expected to be launched, adding
215,000 sq m of space to the market.

Due to China'’s slowing
economic growth, Beijing's
Grade-A office rents fell for
the first time in the second
quarter of 2013 since the
third quarter of 2009. The
vacancy rate went down
slightly. The average rent is
expected to hover at
relatively high levels in the
future due to supply
shortage.



KnightFrank.com.cn

P ¥ Knight 5
DdAFrank i

The economy in Beijing
showed steady growth in
the first half of 2013.
However, growth of retail
sales slowed down.

MACROECONOMIC

INDICATORS

Gross Domestic Product (GDP) in
Beijing reached RMB911.3 billion in
the first half of 2013, an increase of
7.7% year on year. The GDP growth
rate in Beijing was 0.2 percentage
point slower compared to the first
quarter, but 0.5 percentage point
faster compared to the same period
of last year.

Fixed asset investment recorded
RMB282.0 billion in the first half of
2013, up 7.4% year on year. But the
growth rate dropped 4.7 percentage
points compared to the first quarter.
Investment in real estate reached
RMB139.2 billion, up 7.2% year on
year. The total properties sold reached
8.2 million sq m, up 32.4% year on
year.

Retail sales went up 8.8% year on year
to RMB397.3 billion. The growth rate
fell 4.2 percentage points compared
to the first quarter. However, online
shopping remained active, with a
year-on-year growth rate of 50.9%,
accounting for 10.8% of the total retail
sales.

In the second half of the year,
uncertainties in the global economy
are set to continue. China is facing
tough challenges during the
economic structure adjustment
process. The economy in Beijing is
expected to maintain with the current
growth pace in the second half of the
year.

Economic indicators, Q2 2013

Economic indicator Figure YoY change (%)
GDP RMB911.3 billion T7.7%
Fixed asset investment RMB282.0billion 1T74%
Real estate investment RMB139.2 billion 17.2%
Import and export value US$210.8 billion T1.7%
Utilised FDI (Jan to May) US$4.1 billion 112.9%

Consumer Price Index (CPI)

103.8 (2012=100)

Source: Beijing Statistics Bureau / Knight Frank
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The vacancy rate dropped
0.7 percentage point to
4.2% in the second quarter.

SUPPLY AND DEMAND

Beijing Grade-A office supply, take-up and vacancy
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There was no new supply of Grade-A
offices in Beijing in the second
quarter of 2013. The vacancy rate
dropped 0.7 percentage point to
4.2% and the net absorption reached
54,015 sq m in the quarter.

In the Financial Street area, the
occupancy rate remained at near
100% in the second quarter. In the
CBD area, the vacancy rate declined
1.4 percentage points to 4.3%, while
in the East Second Ring Road area, it
rose to 4.0%, up 1.9 percentage
points quarter on quarter. In the
Lufthansa and Zhongguancun areas,
vacancy rates remained at around
4.0%.

While some firms insensitive to
location were moving out of core
office areas to emerging areas where
fundamental facilities were
improving, landlords in core office
areas started to loosen up
negotiation conditions in order to
retain branded firms, which led to
decreased vacancy rates as well as
decreased average rents.

Take-up (LHS) == \/acancy Rate(RHS)
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The high-rise rental costs and the
supply shortage of Grade-A offices
in core areas are stimulating the
expansion of office market in
suburban area, such as Wangjing,
Fengtai and Yizhuang, which leads to
the development of Office Parks in
suburban areas.

In the second half of 2013, Fortune
Financial Center in the CBD area and
Runshi Centre in the Lufthansa area
are expected to be launched, adding
215,000 sq m of space to the market,
which will help ease the tight supply
situation in core office areas to some
extent.



KnightFrank.com.cn

P ¥ Knight 5
DdAFrank i

Due to China’s slowing
economic growth,
Beijing's Grade-A office
rents fell for the first time
since the third quarter of
2009.

RENT

Beijing Grade-A office rent index (2003 Q1 = 100)

165
150 /
120 /
0 \ /N /
AV W

- aﬂaﬁaﬂaﬁaﬂﬂ%&ﬂﬂﬁa&aﬁaﬂﬂﬁaﬂaﬁﬂﬂaﬁﬁdﬂﬁdﬂaﬁij

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: Knight Frank

Due to China's slowing economic Due to limit supply, the vacancy rate
growth, the average rent of Beijing's of Beijing's Grade-A offices will
Grade-A offices fell 2.2% to RMB387 remain at below 5%. The average rent
per sq m per month in the second is expected to fluctuate slightly in the
quarter, the first fall since the third future.

quarter of 2009.

The average rent in the CBD and
Zhongguancun areas dropped 2.3%
and 3.2% to RMB429 and RMB311 per
sq m per month respectively. Rents in
other areas did not see significant
changes.

Prime office market indicators, Q2 2013

Rent % change Vacanc Vacancy rate
Submarket (RMB/ sq m/ (QoQ) Rate y percentage points
o

month) change (QoQ)
CBD 429 123% 43% l14
Lufthansa 326 101% 4.0% to7
Beijing Financial Street 490 120% 1.6% 0.0
East Second Ring Road 366 10.6% 4.0% T19
Zhongguancun 311 132% 4.0% Lol
Source: Knight Frank
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Office supply and sales
jumped sharply in the
second quarter of 2013.
The average selling price
edged down 3.3%.

SALES AND INVESTMENT

Beijing primary Grade-A and Grade-B office sales and prices
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Thanks to tightening control in the
residential sector, the supply and sales
of strata-title Grade-A and B offices
jumped sharply in the second quarter
of 2013, with sales up 121% to 234,870
sq m, and supply up 169% to 491,680
sq m. The average selling price edged
down 3.3% to RMB29,981 per sq m. The
drop in the average price was due to
higher proportions of transactions in
Fengtai, Yizhuang and other non-core
office areas.

In the second quarter, Greenland
Center, Poly International Plaza and
Damei Central Plaza were all launched.
Greenland Center in the Wangjing area
achieved a sales volume of 69,422 sq m,
accounting for 29.6% of the total
quarterly sales volume. The average
selling price of Greenland Center
reached RMB32,000 per sq m. King
Mansion in Yizhuang sold 12,217 sq m
of space and the average selling price
went up 9.4% quarter on quarter to
RMB25,000 per sg m.
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China Merchants Bank bought Yuetan
South Street project No.4 building in
the Financial Street of Beijing for
RMB3.902 billion in the quarter.
Beijing Huarong Investment Company
reserved the No. 1 office building and
associated facilities of the Guang'an
center on plot B of Financial Street for
RMB2.753 billion.

Capital yields in the office market
showed a downward trend with rental
growth remaining stagnant and price
growing continuously. In the second
quarter, capital yields dropped 0.2
percentage point to 6.4%.
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Selected office leasing transactions, Q2 2013

Source: Knight Frank

Submarket Building Area (sqm) Tenant

CBD LG Twins 630 Norstar Media

East Second Ring Road  Raffles 1,200 Cinda Asset Management
East Second Ring Road  Oriental Plaza 799 Equant Telecom Tech.
CBD Zhonghai Plaza 900 British American Tobacco

Selected office sales transactions, Q2 2013

L. o Price Price

District Building Area (sq m) .
(RMB million) (RMB/sq m)
Dongcheng Henderson Center 195 5.8 29,601
Chaoyang Full Link Plaza 155 31 19,978
Chaoyang Wangjing SOHO 286 14.9 52,227
Haidian Zhongkun 255 100 39,030
International Plaza

Source: Knight Frank
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