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HIGHLIGHTS

In the fourth quarter (Q4) of 2015, the average rent of
Beijing’s Grade-A offices slightly dropped 0.3% quarter
on quarter (Q-0-Q), with the vacancy rate rising a
further 0.3 percentage point to 6.1%. In Q4, the market
witnessed an increase in new office letting demand
from the information technology, internet, finance and
professional services industries. The average sales
price of Grade-A office properties dipped 1.0% Q-0-Q.
There was no en-bloc investment transaction in core

business areas.

In Q4, Beijing’s Grade-A office rents
averaged RMB366 per sgm per month, a
slight drop of 0.3% Q-0-Q. The average
vacancy rate was up by 0.3 percentage
point to 6.1% (see Table 1).

In the quarter, the new supply of prime
office space totalled 50,000 sgm,
provided by Kaiyuan International Plaza
in the southern zone of Beijing Olympic
Park (see Table 1).

Amid an easing economy, some prime
office submarkets witnessed slower
rental growth and increases in vacancy
rates, which weakened landlords’
expectation for higher rents.

In Q4, the average sales price of Grade-A
offices decreased 1.0% Q-0-Q to
RMB51,710 per sgm, while office yields
slightly decreased 0.1 percentage point
to 6.3% (see Table 1).

98,898 sgm of new office space is
expected to be launched in Q1 2016,
including Borui Il and Air China Century
Plaza in the Lufthansa submarket

(see Table 1).

The average Grade-A office vacancy rate
is anticipated to increase t0 6.5-6.8% in
Q1 2016, while the rents could continue
to drop, as a large volume of new supply
is scheduled to come online in 2016.

TABLE 1
Beijing Grade-A office monitor

Indicator Q4 2015 figure
New supply 50,000 sgm

Rent RMB 366 / sgqm / month
Vacancy rate 6.1%

Capital value RMB 51,710/ sgm
Yield 6.3%

Source: Knight Frank Research

Q-0-Q change (8:’2%?2)
T 33.6% A
4 0.3% N
1 0.3 percentage point 2
4 1.0% N
J 0.1 percentage point N
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RENTS

In Q4, strong demand for large leases
was mainly from domestic enterprises,
with companies from the information
technology, internet, finance and
professional services industries showing
increasing leasing demand for Grade-A
office space.

In the quarter, CBD, Financial Street and
Zhongguancun recorded an increase in
rents but other prime office submarkets
witnessed decreases. Demand for

prime office space in CBD and Financial
Street was sustainable with relatively
slow tenants’ turnover and satisfactory
absorptions, thus the vacancy rates there
dropped 0.4 and 0.5 percentage point
Q-0-Q respectively (see Table 2).

Due to increasing demand from internet
and high-tech companies, the vacancy
rate in Zhongguancun was down 0.3
percentage point, while the rent rose
3.9% Q-0-Q to RMB316 per sgm per
month (see Table 2).

Lufthansa and East Second Ring Road
experienced drops of rents in the quarter.
Rents in the two submarkets remained
at relatively high levels, but new supply
and an easing economy resulted in the
declines of rents by 2.5% and 0.8%
Q-0-Q respectively (see Table 2).

Rents in various prime submarkets are
set to further decrease and vacancy
rates will rise in the next 12 months with
a proposed large volume of new supply
in areas such as CBD, Financial Street,
Lufthansa and East Second Ring Road.
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FIGURE 1
Beijing Grade-A office rental index

2003 Q1=100
165

150

135

120

105

90

" sls'slssls slssls/slssls/835/5/8/3 5/8/8/3/5/8/8/3 5/8/5 /55 8/8 /558 8 5 5 58 3]
2005 | 2006 | 2007 | 2008 | 2000 | 200 | 2011 | 2012 | 2013 | 2014 | 2015 |

Source: Knight Frank Research
TABLE 2
Beijing Grade-A office market indicators, Q4 2015
Rent o Vacancy rate

Submarket (RMB/sgm/ Ren:a/fotfla?nge va;:t'; cy percentage point

month) change (Q-0-Q)
CBD 410 ™12 6.1% ¢ 0.4
Lufthansa 318 & 25 5.6% 703
Financial o
Street 488 T0.4 6.3% 4 0.5
East Second o
Ring Road 351 J 0.8 4.9% T 0.1
Zhongguancun 316 3.9 6.0% 403

Source: Knight Frank Research

TABLE 3
Beijing major Grade-A office leasing transactions, Q4 2015

I _— Rent
District Building Area (sqm) (RMB/sqm/month)
Chaoyang Pacific Century Place 6,000 250
Dongcheng Oriental Plaza 3,000 290
Chaoyang Gateway Plaza 1,500 350
Chaoyang Twin Towers 1,085 360

Source: Knight Frank Research
Note: All transactions are subject to confirmation



SUPPLY AND DEMAND

In Q4, the new supply of Grade-A office
space totalled 50,000 sgm, provided FIGURE 2
by Kaiyuan International Plaza in the

Beijing’s Grade-A office supply, take-up and vacancy rate

southern zone of Beijing Olympic Park

(see Figure 2). s Supply (Left)

. . s Take-up (Left)
98,898 sgm of new prime office supply

is expected to be launched in Q1 2016,

including Borui Il (19,898 sgm) and Air 1500 [ '000sqm
China Century Plaza (79,000 sgm) in the
Lufthansa submarket. 1,200

900
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300
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Source: Knight Frank Research

SALES AND INVESTMENT

mmmmm Vacancy rate (Right)
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In Q4, The average sales price of

Grade-A office properties decreased FIGURE 3 ) o
1.0% Q-0-Q to RMB51,710 per sqm (See Beijing’s Grade-A office price index

Figure 3). The average Grade-A office

2003 Q1=100
yield dropped slightly by 0.1 percentage
point Q-0-Q to 6.3%. :Z
The Grade-A office sales market in core 210
business areas remained quiet with no 195
en-bloc transactions. 180

165
The strata-titled sales market remained 150
active as an increase in strata-titled 135
offices for sale in different submarkets 120
boosted the transaction volume in the 108
quarter. %

Source: Knight Frank Research

TABLE 4
Beijing major Grade-A office sales transactions, Q4 2015

District Building No. of units

Chaoyang Greenland Center 7

Source: Knight Frank Research
Note: All transactions are subject to confirmation

Area (sqm) Price (RMB/sqm)

3,883 44,311
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GLOBAL BRIEFING

For the latest news, views and analysis
on the world of prime property, visit
KnightFrankblog.com/global-briefing

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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