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HIGHLIGHTS

Beijing experienced stable economic growth in 2011 with GDP increasing 8.1%
from the previous year, despite the complicated and volatile economic
environment at home and abroad.

. Two Grade-A developments were ready for occupation in the fourth quarter with
a total gross floor area of 136,000 sq m. New supply of Grade-A office space in
2011 totaled 328,385 sq m, the lowest level over the last five years.

. 165,390 sq m of Grade-A office space was absorbed in the quarter and net take-
up for the whole year was recorded at 605,000 sq m, setting the market’s
vacancy rate down by 5.3% to a ten year low of 4.3% at the end of 2011.

. Overall Grade-A office rental in the fourth quarter rose 11.0% from the previous
quarter to RMB320 per sq m per month, indicating a 45.9% year-on-year growth,
the largest annual gain in history.
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. Supply in the primary office sales market surged, accompanied with an
increased transaction volume, but the average selling price declined by 9.5% to
32,507 per sq m due to price discounting of some major investment deals.

. Given that China continues to be one of the most active economies in the world,
demand for Grade-A office space in Beijing is forecast to remain relatively
robust. Limited supply and low availability are expected to further push up
rental levels.
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Beijing achieved a
generally steady GDP
growth of 8.1% in 2011
amid macro control
measures including car
and home-buying
restrictions.
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Macroeconomic Indicators

Beijing experienced stable economic growth during
2011, the first year of China’s 12th Five Year Plan. GDP
reached RMB1,600 billion, an 8.1% rise from the
previous year. However, Beijing’s economic growth
slowed by 2.1 percentage points from the previous year,
mainly due to car and home buying restrictions, in
addition to other macro control measures.

In 2011, Beijing’s fixed asset investment stood at
RMB591.1 billion, representing a steady year-on-year
growth of 13.3%. With massive social housing
development in Beijing, real estate investment grew
10.1% year on year to RMB303.6 billion. However,
growth began to slow due to the government’s
adjusting policies in the property market. The import
and export value of Beijing totaled US389.5 billion, up
29.1% year on year. During 2011, the utilised FDI of
Beijing reported an increase of 10.9% over the previous
year to US7.1 billion.

Economic indicators, 2011
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Vacancy rate of Beijing
Grade-A offices went
down to a record low of
4.3% due to limited
supply and robust
demand and is expected
to further decline in 2012.
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Supply and Demand
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Beijing Grade-A office supply, take-up and vacancy
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Parkview Green and Indio were ready for occupation in
the fourth quarter with gross floor areas of 80,000 sq m
and 56,000 sq m respectively. New supply of Grade-A
office space in 2011 totaled 328,385 sq m, which is the
lowest level over the last five years.

Net absorption of Grade-A office space stood at 165,390
sq min the quarter and net take-up for the whole year
was recorded at 605,000 sq m. In 2011, limited supply
and robust demand dragged the vacancy rate of
Beijing’s Grade-A offices down to a historical low of
4.3%. Demand for quality office space from
multinational and domestic corporations remained
steady in the quarter, with industries of financing,
automobile, energy and consulting continuing to lead
the demand. Meanwhile, the market saw growing
influence from domestic corporations.

The CBD and East Second Ring Road areas recorded
significant decreases in vacancy rates, while the Beijing
Financial Street and Zhongguancun areas continued to
see the scarcity of availability office space. Five Grade-A
office developments, with a total gross floor area of
438,948 sq m, are anticipated to come into market in
2012. However, overall vacancy rate is forecasted to
further decline with robust demand.
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Amid low availability and
significant rental growth,
some tenants, mainly
large-scale corporations,
opted to migrate to
emerging areas.
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Landlords within the Beijing Grade-A office market
continued to hold a dominating position. Amid strong
demand and low supply, the availability of rent-free
periods and fitting-out periods significantly reduced.
The average rent of Beijing’s Grade-A offices climbed by
11.0% quarter on quarter to RMB320 per sq m per
month, representing a year-on-year rental growth of
45.9%, the largest annual gain in history. Occupiers,
including Alstom, 3M and Honeywell, opted to migrate
to emerging areas in face of space scarcity and rental
hikes in central locations.

Two major submarkets, the CBD and Beijing Financial
Street areas, achieved the greatest quarter—on-quarter
rental growths of 13.9% and 10.8% respectively. Rental
levels in the Zhongguancun, Lufthansa and East Second
Ring Road areas also increased by 9.5%, 9.3% and 8.5%
respectively.

Prime office market indicators, Q4 2011
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New supply in Beijing’s
primary office sales market
was mainly located in non-
core areas, as office
developments for sales in
city centre were rare.
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Sales and investment

In the fourth quarter of 2011, China Development Bank
Building in Financial Street and People's Daily Business
Development Centre in Chang’an Avenue obtained sales
licences. Meanwhile, several office developments in
non-core areas, including State Development &
Investment Plaza, Raycom Wangjing Industrial Centre
and Noble Centre, were launched for sales. Total supply
in the quarter rose to a record high of 586,494 sq m. In
May 2011, Beijing implemented strict regulations to
prevent developers selling commercial units as
residential units. Office supply in the primary sales
market, therefore, is expected to increase in the long
term.

Increased supply pushed up sales volume by 93.3% to
308,531 sq m. However, the average selling price in the
quarter declined by 9.5% to RMB32,507 per sq m,
mainly due to the price discounting of several major
investment deals. Galaxy SOHO located in East Second
Ring Road remained the most expensive office
development in the quarter with an average transaction
price of RMB71,151 per sq m.

Several major en-bloc investment transactions were
closed in the quarter and state-ownd enterprises
remained active investors in the office investment
market.  Beijing Financial Street Holdings’ China
Development Bank Building was transacted in the
quarter at a total price of RMB2.47 billion or RMB27,619
per sq m. Besides, State Grid purchased Xidan Ginza
Centre for RMB1.08 billion, representing an average

price of RMB47,289 per sq m.
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Beijing primary Grade-A and Grade-B office sales and prices
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Selected office sales transactions, Q4 2011
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Outlook

Demand for Grade-A office Although China’s economy is forecast to slow down

space is expected to be further in 2012, due to global economic uncertainties

underpinned by the steady and China’s macro control measures, the flexibility of
the Chinese government’s measures is expected to

China economy growth,

L. R promote economic growth and retain China as one of
limited supply will the most active economies in the world. International
suppress the vacancy rate financial corporations may reduce their business scales
at lower level resulting a to cut operating costs, but multinational and domestic

corporations are anticipated to gradually expand their
business in China. Thus, the demand for Grade-A office
space in Beijing is predicted to remain relatively robust.

continuous rental uptrend.
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Six Grade-A office developments, including Borui Plaza,
Guohai Plaza and Sun Palace, with a total gross floor
area of 438,948 sq m, are planned to be launched in
2012. As building construction in core CBD is yet to
commence, it is unlikely to be completed until 2015.
New Grade-A office supply in Beijing will remain limited
in the medium term.

The vacancy rate in Beijing’s Grade-A office market is
recently at a historical low and is expected to decline
further. Annual rental growth stood at 45.9% in 2011,
while the lower vacancy rate is likely to further push up
rental levels. Soaring rental costs have pushed some
tenants into emerging suburban submarkets. This
migration trend is likely to become more evident in the
future.
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