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HIGHLIGHTS

Beijing recorded a 7.7% year-on-year
Gross Domestic Product (GDP) growth
in 2012. Though GDP growth rate
dropped 0.4 percentage point
compared to the previous year,
economy in Beijing showed
accelerated growth in the fourth
quarter of 2012.

Beijing Fortune Resource
International Center was launched in
the fourth quarter, adding 38,000 sq
m of space to the market. The market
vacancy rate slightly grew 0.6
percentage point to 3.8% in this
quarter, remaining at a relatively low
level.

The vacancy rate of Grade-A offices
declined around 12 percentage points
in 2010, when many firms signed
three-year leasing contracts in this
year. Along with the expiration of
these leases during the end of 2012
and 2013, tenants face rent surges
upon lease renewal. Thus, some firms
move out from core office locations.
However, due to strong demand and
supply shortage, the rise in the
vacancy rate is expected to be
limited.

The average rent of Beijing’s Grade-A
offices increased by 0.4% quarter on
quarter to RMB396 per sq m per
month in the fourth quarter. Affected
by an uncertain global economic
environment and a slowdown in the
domestic economy, rental growth
decelerated in the past three quarters,
with very mild growth in the fourth
quarter, signaling that Grade-A office
rents are approaching their mid-term
peak after three years’ rapid growth.

In the fourth quarter, strata-title sales
of primary Grade-A and B offices
increased 28.5% quarter on quarter,
with an average selling price of

RMB31,412 per sq m, representing a
14.8% drop. The drop in the average
price was due to higher proportion of
transactions in Fengtai, Yizhuang,
Tongzhou and other non-core office
areas. Transactions mainly involved
three office projects in the fourth
quarter, namely Wangjing SOHO,
NOBLE Center in Fengtai and
Jincheng Centre in Tongzhou, which
together represented 50% of the total
sales.

Outlook

In the fourth quarter of 2012, China
achieved a7.9% GDP growth, which
ended the consecutive downtrend in
the previous seven quarters. The
major drivers of the economy’s
recovery were the rapid growth in
consumption, the rebound in the real
estate market and increased
investment in infrastructure. It is
expected that the economy will
continue to grow at a modest pace of

8% under the new leadership in 2013.

Beijing’s economy is expected to
continue with the steady growth in
2013, with a continual upward trend
in the real estate market.

It is expected that Beijing’s Grade-A
office supply will increase slightly in
2013 compared to 2012. In the first
quarter of 2013, two office buildings,
namely E10 in Beijing Financial Street
and Runshi Centre, are expected to
be launched, adding 71,000 sq m of
space to the market.

It is expected that China’s
economy will continue to
grow steadily in 2013 under
the new leadership. Due to
the short supply of Grade-A
offices in Beijing, the
vacancy rate will remain low
and rents are approaching a
mid-term peak after three
years’ rapid growth.
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Beijing’s economy showed a
modest upward trend at the
end of 2012. The economy is

expected to see stable growth
in 2013.

MACROECONOMIC

INDICATORS

Beijing’s GDP grew by 7.7% year on
year to RMB1,780.1 billion over 2012.
Though the growth rate dropped 0.4
percentage point compared to 2011,
Beijing’s economic growth accelerated
in the fourth quarter of 2012. The
economy is expected to see steady
growth in 2013.

Beijing’s fixed asset investment rose
by 9.3% year on year to RMB646.3
billion in 2012. Investment in
infrastructure projects grew 27.8% to
RMB178.9 billion. Real estate
investment rose 3.9% to RMB315.3
billion.

Total import and exports in Beijing
went up 4.7% to US$407.9 billion in
2012. Meanwhile, exports rose at a
slow pace of 1.1%, to US$59.7 billion.
Utilised FDI went up 14.0% year on
year to US$8.0 billion, an accelerated
growth.

Retail sales recorded a year-on-year
growth of 11.6% to RMB770.3 billion in
2012. E-commerce experienced fast
growth in the retail sales sector. CPI
rose 3.3%, with a downward trend of
consumer price growth.

Economic indicators, Q4 2012

Economic indicator Figure YoY change (%)
GDP RMB1,780.1 billion 17.7%
Fixed asset investment RMB646.3 billion 19.3%
Real estate investment RMB315.3 billion 13.9%
Import and export value US$407.9 billion T 4.7%
Utilised FDI US$8.0 billion 114.0%
Consumer Price Index (CPI) 103.3 (2011=100)

Source: Beijing Statistics Bureau / Knight Frank




Q4 2012

BEIING PRIME OFFICES

Quarterly

Due to limited supply of

Grade-A offices in Beijing, the
vacancy rate remained low.
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Beijing Fortune Resource
International Center, located in
Beijing Financial Street, was
launched in the fourth quarter,
adding 38,000 sq m of space to the
market. The market vacancy rate
slightly grew 0.6 percentage point to
3.8% in this quarter.

The occupancy rate in the Financial
Street area remained near 100% and
the occupancy rate of the newly
launched Fortune Resource
International Center reached 95%.
There was no new supply in the CBD
area, where the vacancy rate
remained at a low level of 2.7%, while
in the Lufthansa and Zhongguancun
areas, the vacancy rates remained at
around 3%.

New supply of Grade-A offices in
Beijing reached only 238,274 sq m in
2012, which was relative low in the
recent five years. Due to limited
supply, vacancy rate declined 0.4
percentage point year on year at the
end of 2012.

Take-up (LHS)
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The vacancy rate declined around 12
percentage points in 2012, while net
absorption peaked at the same time.
Many firms signed three-year leasing
contracts in this year. Along with the
expiration of these leases during the
end of 2012 and 2013, tenants face
surges in rental costs upon lease
renewal. Some firms shift from core
office locations to other areas, such
as the Wangjing, North Third Ring or
Yizhuang areas. However, the
vacancy rate is not expected to surge
due to the supply shortage of
Grade-A offices.

New supply of Beijing’s Grade-A
offices will slightly grow in 2013
compared to 2012.

In the first quarter of 2013, two office
buildings, namely E10 in Beijing
Financial Street and Runshi Centre,
are expected to be launched, adding
71,000 sg m of space to the market.
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With rental growth rate close
to zero, Grade-A office rents
are approaching the
mid-term peak.

RENT

Beijing Grade-A office rent index (2003 Q1 = 100)
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The average rent of Beijing’s Grade-A
offices increased by 0.4% quarter on
quarter to RMB396 per sq m per month
in the fourth quarter. Though rents
almost stopped growing in this
quarter, rents in 2012 increased 23%
compared to the beginning of the year.

Affected by an uncertain global
economic environment and a
slowdown in the domestic economy,
rental growth slowed down in the past
three quarters and reached nearly zero
in the fourth quarter, signaling that
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Grade-A office rents are approaching
the mid-term peak after rapid growth
for three years.

In the fourth quarter of 2012, rental
levels in Beijing Financial Street and
the CBD area edged up slightly,
reaching RMB500 and RMB443 per sq
m per month respectively. Office rents
in the Zhongguancun area increased
by 3.3% along with fallen vacancy
rate. Rents in Lufthansa and East
Second Ring Road dipped with
increased vacancy rates.

Prime office market indicators, Q4 2012

Submarket Rent (RMB/ % change Vacancy pe:::ecnat:;‘; r:(:?nts
sq m/month) (QoQ) Rate change (QoQ)

CBD 443 10.3% 2.7% 10.2
Lufthansa 323 J 6.0% 3.5% .5
Beijing Financial Street 500 10.6% 1.3% 1.0

East Second Ring Road 363 3.3% 6.2% T1.0
Zhongguancun 363 13.3% 0.1% J 24

Source: Knight Frank
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Office supply remained at a
high level. Office sales volume
continued to increase. The
average selling price remained
stable.

SALES AND INVESTMENT

Beijing primary Grade-A and Grade-B office sales and prices
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Supply of Grade-A and Grade-B offices
in Beijing remained at over 400,000 sq
m in the fourth quarter and strata-title
Grade-A and B primary office sales
increased 28.5% quarter on quarter,
reaching a gross floor area of 153,019 sq
m. The average selling price of Grade-A
and B primary offices reached
RMB31,412 per sq m, representing a
drop of 14.8%. The selling prices of
respective projects remained stable
during the recent two quarters. The drop
in the average price was due to higher
proportion of transactions in Fengtai,
Yizhuang, Tongzhou and othernon-core
office areas.

In the fourth quarter, transactions
mainly involved three office projects,
namely Wangjing SOHO, NOBLE Center
in Fengtai and Jincheng Centre in
Tongzhou, which together represented
50% of the total sales. Wangjing SOHO
achieved a sales volume of 27,150 sq m,
contributing to 17.7% of the total sales.
The average selling price rose by 7.0%
year on year to RMB52,000 persq m.
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NOBLE Center, located in Fengtai Tech
Park, achieved a sales volume of
26,734 sq m and the average selling
price remained at RMB28,000 per sq
m, same as the previous quarter.

In the en-bloc investment market,
Central Television Golden Bridge
bought 22,000 sq m of space in the
Place Tower. The consideration
reached RMBO0.85 billion, representing
an average selling price of RMB38,501
persq m.

Four new subway lines were
completed by the end of 2012 in
Beijing, including phase one of Line 6,
the south part of the second phase of
Line 8, the north part of Line 9 and the
second phase of Line 10, spanning
over 70 km. The expanding subway
network will promote the expansion of
Beijing’s office areas, benefitting the
development of the office investment
market.
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Selected office leasing transactions, Q4 2012

Submarket Building Area(sqm) Tenant

CBD SK Tower 325 CGTI Dalian Office
Stephenson Harwood Law

CBD WTC Phase | 99 .
Office

East Second Ring Road Oriental Plaza 627 Jebson

East Second Ring Road Parkview Green 2,000 Reckitt Benckiser

Source: Knight Frank

Selected office sales transactions, Q4 2012

Price

District Buildin Area (sqm Price (RMB/sq m

9 (sam)  oMB miltion) (RMB/sq m)
Chaoyang Wangjing SOHO 300 16.2 54,080
Chaoyang Place Tower 22,187 854.2 38,501
Chaoyang Fenglian Plaza 7,015 171.2 24,399
Fengtai Noble Center 597 16.6 27,794
Source: Holdways / Knight Frank
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Knight Frank Research provides strategic
advice, consultancy services and forecasting
to a wide range of clients worldwide,
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recognise the need for the provision of expert
independent advice, customised to their
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