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HIGHLIGHTS

Beijing's economy remained steady in
2013. Gross Domestic Product (GDP)
growth stood at 7.7% year on year,
which was the same as in 2012.
Investment in real estate rose by
10.5% year on year. In particular,

investment in offices increased by 59%.

The total floor area of new properties
sold in 2013 went down 2.1% year on
year. Sales of offices, in particular,
increased by 25.4%, showing a
stronger growth compared to other

property types.

Three office projects, namely World
Profit Center in Lufthansa, Fortune
Plaza III in CBD and Ocean
International Center II outside of East
Fourth Ring Road, were launched in
the fourth quarter, providing a total of
265,000 sgm of Grade-A office space.
The launch of these office projects
pushed up the market vacancy rate to
5.0%, an increase of 1.1 percentage
points compared to the previous
quarter.

The average rent edged down another
0.6% to RMB382 per sqm per month in
the fourth quarter, or a drop of 3.6%
year on year.

The Beijing Grade-A office price index
rose 0.6% quarter on quarter in the
fourth quarter, or up 18.4% year on
year in 2013. Some purchasing power
shifted to the office market due to
purchasing limit policies in the
residential market. Furthermore,
high-rising housing prices helped to
lift people’s expectations on office
investment.

With price continuing rising while
rents declining, capital yields dropped
0.1 percentage point to 6.1% in the

fourth quarter.

Outlook

Uncertainties in the global economy
are set to sustain. China is facing
tough challenges during the economic
structure adjustment process. Beijing's
economy is expected to maintain the
current growth pace in 2014.

Domestic firms will continue to play a
major role in the office leasing market.
Meanwhile, office demand from the
energy, e-commerce and IT industries
will remain strong.

In the first quarter of 2014, National
Cultural Creative Industry Center, West
District, located in YaAo Area, is
expected to be launched, adding
52,000 sgm of space to the market.
The total new supply of Grade-A
offices in 2014 in Beijing is anticipated
to reach around 300,000 sqm, which is
quite a low level. Therefore, the market
vacancy rate is expected to remain at a
low level of around 5% and rents will
remain flat.

Three new office
buildings were launched
in the fourth quarter,
pushing up the average
vacancy rate and
dragging down market
rental levels. Due to
limited supply in 2014,
the average rent is
expected to remain flat.
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The economy in Beijing
showed steady growth.
Online shopping
continued fast growth
trend.

MACROECONOMIC

INDICATORS

Gross Domestic Product (GDP) in
Beijing reached RMB1,950 billion in
2013, an increase of 7.7% year on year,
which was the same as in 2012.

Fixed asset investment reached
RMB703.2 billion in 2013 the annual,
up 8.8% year on year. The growth rate
slowed down by 0.5 percentage point
compared to 2012. Investment in real
estate reached RMB348.3 billion, up
10.5% year on year. In particular,
investment in offices rose 59% to
RMB61.2 billion. The total area of new
properties sold reached 19 million
sqm, dropped 2.1% year on year. Sales
of offices, in particular, reached 3.18
million sqm, an increase of 25.4%.

Economic indicators in Beijing, 2013

Retail sales went up 8.7% year on year
to RMB837.5billion in 2013, slowing
down by 2.9 percentage points
compared to 2012. Online shopping
continued with a fast growth pace.
E-commerce sales of middle to large
retail firms reached RMB92.7 billion,
an increase of 44.3% year on year,
accounting for over 11% of the total
retail sales in Beijing in 2013.

In 2014, uncertainties in the global
economy are set to sustain. China is
facing tough challenges during the
economic structure adjustment
process. Beijing's economy is
expected to maintain with the current
growth pace in 2014.

Economic indicator Figure YoY change (%)
GDP RMB1,950 billion 17.7%
Fixed asset investment RMB703.2billion 188%
Real estate investment RMB348.3 billion 1105%
Import and export value US$429.1 billion 151%
Utilised FDI US$8.5 billion 1 6%

Consumer Price Index (CPI)

103.3 (2012=100)

Source: Beijing Statistics Bureau / Knight Frank
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Three new Grade-A office
buildings entered the
market in the fourth
quarter in Beijing,
providing 265,000 sqm of
space, pushing up the
average vacancy rate by 1.1
percentage points to 5.0%.
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Three office projects, namely World
Profit Center in Lufthansa, Fortune
Plaza IIl in CBD and Ocean
International Center Il outside of East
Fourth Ring Road, were launched in
the fourth quarter, providing a total
of 265,000 sgm of Grade-A office
space. Around 50-60% of space in
the three new projects was leased,
with rents ranging from RMB300 to
RMB400 per sqm per month,
relatively low compared to the
market levels, but they are expected
to rise along with the growth of the
occupancy rates.

The launch of the three office
projects in the fourth quarter pushed
up the market vacancy rate to 5.0%,
up 1.1 percentage points compared
to the previous quarter.

In the Financial Street area, the
occupancy rate remained at nearly
100% in the third quarter. In the CBD
area, the vacancy rate rose 2.8
percentage points to 6.7%. While in
the East Second Ring Road area, the
vacancy rate dropped by 2.5
percentage points to 2.7%. In the
Lufthansa and Zhongguancun areas,
vacancy rates increased 3.0 and 2.4
percentage points to 6.0% and 4.4%
respectively.

Domestic firms continued to play a
major role in the office leasing
market. Meanwhile, office demand
from the energy, e-commerce and IT
industries remained strong.

The new supply of Grade-A offices in
Beijing is anticipated to be around
300,000 sgm in 2014, which is quite
low. Therefore, market vacancy rate
is expected to remain at a low level
of around 5%.
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Due to new supplies
entering the market, the
average rental level of
Beijing's Grade-A office
fell 0.6% in the fourth
quarter.

RENT

Beijing Grade-A office rental index
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The average rent of Beijing’s Grade-A
offices fell another 0.6% to RMB382
per sgm per month in the fourth
quarter.

The average rent in the Central
Business District (CBD) and Lufthansa
area dropped 1.4% and 1.9% to
RMB420 and RMB315 per sqgm per
month respectively. Rents in the East
Second Ring Road area dropped by
1.6% to RMB360 per sqm per month.
Rents in other areas did not see
significant changes.

The average rent started to go down
in the second quarter of 2013,
dropping 3.6% over the year. Due to
limited supply in 2014, the vacancy
rate is expected to remain low and
rents will remain flat.

Grade-A office market indicators, Q4 2013

Rent % change Vacanc Vacancy rate
Submarket (RMB/ sqm/ (QoQ) Rate y percentage points
0

month) change (QoQ)
CBD 420 11.4% 6.7% 1238
Lufthansa 315 L 1.9% 6.0% 13.0
Beijing Financial Street 488 10.5% 0.0% 0.0
East Second Ring Road 360 11.6% 2.7% 125
Zhongguancun 312 10.8% 4.4% T24
Source: Knight Frank
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Beijing’s Grade-A office
price index rose 0.6% in the
fourth quarter, or a surge of
18.4% year on year.

SALES AND INVESTMENT

Beijing Grade-A office price index
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The Beijing Grade-A office price index
rose 0.6% in the fourth quarter of 2013,
which is the 18th straight quarterly
growth since the third quarter of 2009.
The index increased by 18.4% year on
year in 2013. Some purchasing power
shifted to the office market due to
purchasing limit policies in the
residential market. Furthermore,
high-rising housing prices helped to lift
people’s expectations on office
investment.

In the en-bloc sales market, Gaohe
Capital paid RMB1.488 billion for
Danyang Tower which is located in
South Third Ring. Danyang Tower had a
total gross floor area (GFA) of 40,261
sgm and its average transaction price
was RMB36,959 per sgm.
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Capital yields in the Grade-A office
market showed a downward trend
with a rental decline and price growth.
In the fourth quarter, capital yields
dropped another 0.1 percentage
point to 6.1%.
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Selected office leasing transactions, Q4 2013

Submarket Building Area (sqm) Tenant

CBD Fortune Plaza III 5,100 CDH Fund
CBD Fortune Plaza III 7,700 HSBC

CBD IFC 178 Volkswagen
CBD World Trade Center II 939 Philip Morris
Source: Knight Frank

Selected office sales transactions, Q4 2013

L . Price Price
District Building Area (sqm) e
(RMB million) (RMB/sqm)
Dongcheng Galaxy SOHO 190 15.2 79,895
Chaoyang Danyang Tower 40,261 1,448 36,959
Fengtai NOBEL Center 230 85 37,125
Yizhuang Heyu Commercial 222 7.3 32,706
Center
Source: Holdways / Knight Frank




20358 NZEE

IERBREFE
=7
VARNYANNY
ERTEFETRETE, 0352 RRRE PR RS TR
FHXEEREREK 77%, 5 Y= N
. ke EFERMBTRER, EFERT T=TRBESTAD, B
2012 & #5F . BT R IR ERIELIE ETR, FISEE EF. &
i E ] R 215 ] /_‘E \7](5 o == )
K 105%, Hi SEHSAREK HAEMEERES, PEKFHTHE H =
LE, A RIESERRE, T S R B
59%. SHHIERHSEEETRALT B, RETAMESERRE, Wit F20144F HHE R AR
= S ool Iz N
BE 2.1%, Hrh, By EERE L 2014 FALRHLEFRR R T X, Tt sk FEAREFER.

K 25.4%. EFEHHRIBAERK. N
REWAEIRE FHEA ST PGS

SREEEMBE, FR, BER BT
& 55 AR AR B RRAT A Y BT/ K
AEE

2013 FFHEMEE, RPLSFES
HE=AMBXA, 75l A TETH
sty 0F CBD B E i = HA
ML F R E RO 8,
HATIHRM 26.5 FEHFKNBRE
FHER. BTFMEHEERAT, 1t
REREFHNEER AT L11ME
7= E] 5.0%

2014 F—FF, T TREER R
NUBIEEAXARHEANT, 1N
52,000 F 73R PR EFHEER.

2014 F2EIFRLEFRENER
THEEERIL 30 AEAK. MR E
SRR, TIHEBERTTFREE 5%
EENORL, EFi, FiHtRERS
FHI KT 2014 EHREFTRE.

BNEFEFRPRE FHEHIHTEHHE
SRETHSYE, EFAMETIE 0.6
TMETRESABEAKRARM 382
JTo M 2013 E2ERE, THEET
P 3.6%.

EFEXSMNSIFE L, FUEER
ZFEif 0.6%, WEFAIELHK 18.4%.
BT B HEEHISIITRGE, SE
DL NEBISFHENS. Fi, jt
RIEETAGEMEKHIEA TS
EXMNE TR RIEENTH. HEKFE
T EFMEN I LRSS FETY
WHRBETHOLNESEE 6.1%.




KnightFrank.com.cn

P @ Knight %
DdAFrank 15

EREFBITEATRR, W%
THERIRIEIEK

BMEHF

2013 &, dEEHTIMXESEREA
K 19,500.6 12T, [FEItbigE 7.7%,
g5 2012 £,

2013 4F, e ERH LB T E =R EA
R 7,0322 17T, FELLEK 8.8%, 15
KR 2012 FH—SHE 0.5 M ED Ao
EHERBEHAEFLIEEART
34834127, FELi#EK 10.5%, Hrp,
EFEKEEARM 611.7 12T, FELLiE
1 59%, KR, FEEREHER
11,9031 AFHAK, FEEETHE2.1%,
B, EF#HERMA 7. 9K,
[EIELIBK 25.4%.

EHEIMHSHERTEERARD
8,375.11Z7T, FIELiEK 8.7%, iR
2012 FEH—BHLE 2.9 P A = M
HBRIKIBTER, ERREIAL#E
FECUSHM ETEHART 926.8
25T, R 443%, SHEEESR
FTEFLLEBT 11%.

2014 5, ERIMERIRES, PEZ
TR, BARXNESERR
B, Pttt Ri &R e r i 2
HI7KF o

IEREEZFIER, 20135

29 8103 HiE FIEL#4K(%)
WXE MR E AR 19,500.6 27T 17.7%
Bl g4 5% AR 70322127 18.8%
BT &R AR 34834127 110.5%
HHOBE 4291 2%t T5.1%
SCRRF RSN R 85.212% 7T 1 6%
BRESMEER 103.3 (2012 £=100)

HIERIR: LRTGIE / K




2013 HMERE
ERAREFE

=7

FNEEIR=NREEFE
I B3R 06 5 A KA

mi, HigFEHEER AL

PMETRES.0%.

10

BRSER

FERPRE TR, RAFMTER

w— Y (ZE %)
1,500 771000 5127‘35&

1,200
900
600

300

FRe (%)

— Z=ER (A
T 25%

- 20%
- 15%
- 10%

- 5%

- 0%

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 20132014F

EEEE QR3]

BNEE, EtRPARSFEHIFHE=A
B, 23R FHRSRELF
1L fiF CBD MU E H O =HAFALF
RIS EE BRR OB, AT
iR 26.5 HE T KRNBRE FHE
. BRIX=NMREMELYERE

50-60%4 /. HEKFESATEXK
AR 300-400 2%, BRERMAE
e AN IS IR, (BREENEE
HELIEF, BEKTHIEHZ B

HTF=MHmBESE+PAT, ELRBLE
FHTHZEX EEIANESRES
E5.0%

SXEXRE, NEESMHEXENEF
BIFERHE. PREFXEFETER
TH228NMNEFRE 6.7%, FIHXIE
TBE 25 NERSRE 2.7%. FSFR %
HXBHEFEEERSH EH 3.0
24 NERRE 6.0%M 4.4%.

Pl 7 R S AR R A bk
SNREESAE, BN, 8F BT
B S U RERREHT IR EERE
F3BEN.

Wit 2014 F i AHE N BRI 30
THRAHK, TIAHMRE, mERRE
RIFTE SHEAMIRLL.



KnightFrank.com.cn

P ¥ Knight 3
DAa&Frank

MTHmESE AT, BHE
Bt RBRREFmin T
&/ \IE N EX0.6%.

He

IRPREFHESER
2003FE—FH =100

165

150

135

120

105

90

75

/T~
\ [N /
J W
DO D AT IO AN O AT A D AN D AT D AT A DI
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
BRI : 3
ENEFIRPREFENHTHEE M 2013 2 43kE, _FEAKREF
RETHSE, EERMETIE 0.6%EE BHESFETE, SFERRATE 3.6%.
ASFAXKART 382 It. AT, BT 2014 EHHRNER, =
B RKPFT I RIFRRKF, it
th R S XMFSTEEKFE DA T ERFEFFER
T 14% M19%ZBREBFHRARD
420 LRI 315 7T, IR TR T 1L6%ES
BE¥HXK 360 T, HttXiGHEKFEE
HAK.
23] e (NRB/FAXR/A) HLL IR ZEX LR
PRESEX 420 11.4% 6.7% 128
30 315 11.9% 6.0% 13.0
SRbE 488 10.5% 0.0% 0.0
St 7 360 11.6% 27% 125
LIPS S) 312 10.8% 4.4% 124
BEEFRIR - KLh

1



2013 HMERE
ERAREFE

=7

20135 MUZEFE, tRBALEF
BINBIAEL _E3K0.6%, 2013%
F Fi%18.4%.

12

HESHHA

20085 E—FHE =100
250

200

_—

150 ,V//
100 -

50
" ekt
2008 2009 2010 2011 2012 2013
HiRsRIR: %

FENEE, tRARSFENIEIER
IFEE Btk 0.6%, X244 2009 FHE=
EEPURELSE 18 N EEEK,

2013 FE2FILRPREFEMRIE

ik 184%. BFEMGIEHMNLE
H—75 B ABUFHEEHIHLITR
1, SHMBAMENEBISFHES
. B, ALREETHENEK
WA TR EENE FHRRIEEN

FEA .

EARXGHE, SMAKUARD
14.88 2 LML T - Fra =R A FHBR
KE. ZKEENEIR 40,261 F75
XK, MERZHNEEAKART
36,959 JT.

BTt REFEmHEHIE S
TiF, M5 FHEXHMRRFE L%,
BE S Tk P R SRR TP
01INMEDRE 6.1%.



P9 Knight 3
KnightFrank.com.cn “ Frank ijJ-

EFREEAEMRRZ, 2013 FENFE

Xig mA EREHFR) P
PREFHEX WL =41 5,100 PEER
HREFEX MEF D=4 7,700 SCERIT
HREFEX TR EE PR s 178 KIRAE
HREHE EBR_H 939 FEREREY
BERR : R

SF#EEELEMK, 2013 FENFE

b i <$E7;§k> EEAAET  ARTEIHO
R 83T SOHO 190 15.2 79,895

M FAEXE 40,261 1,448 36,959

*8& BEERE 230 8.5 37,000
FE A 222 7.3 32,706
BIERR : RERR | K




RESEARCH
eRike

P9 Knight 3
hba Frank 93]

Research & Consultancy
Thomas Lam

Director, Head of Research & Consultancy,

Greater China
+852 2846 4819
thomas.lam@hk.knightfrank.com

Jingjing Zhang
Associate Director,

Head of Research & Consultancy, Beijing

+86 10 6113 8022
jingjing.zhang@cn.knightfrank.com

Regina Yang

Director, Head of Research & Consultancy,

Shanghai
+86 21 6032 1728
regina.yang@cn.knightfrank.com

Beijing

Hengky Nayoan

Managing Director

+86 10 6113 8011
hengky.nayoan@cn.knightfrank.com

Shanghai

Graham Zink

Managing Director

+86 21 6032 1700
graham.zink@cn.knightfrank.com

Guangzhou

Clement Leung

Executive Director

+852 2846 9593
clement.leung@hk.knightfrank.com

MARBEHERB

PR

BHERARREANEE, KPERX
+852 2846 4819
thomas.lam@hk.knightfrank.com

I

BIEERMRREBMEE, LR
+86 10 6113 8022
jingjing.zhang@cn.knightfrank.com

iR
BERERMRREANEE, £iE
+86 21 6032 1728
regina.yang@cn.knightfrank.com

=

L

BEEREE

+86 10 6113 8011
hengky.nayoan@cn.knightfrank.com

g

BXX

BEERRHE

+86 21 6032 1700
graham.zink@cn.knightfrank.com

Il

RAEER

HITES

+852 2846 9593
clement.leung@hk.knightfrank.com

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.

Our worldwide research reports are also
available at KnightFrank.com.
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