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HIGHLIGHTS

In the first quarter (Q1) of 2016, the average rent of
Beijing’s Grade-A offices edged up by 2.5% quarter

on quarter (Q-0-Q) with stable market demand and a
slightly decreased vacancy rate. Meanwhile, the average
sales price of Grade-A office properties also rose by
1.8% Q-0-Q. Domestic companies in the finance,
Internet and [T-related sectors were the key demand
drivers for major new lease, renewal and relocation
activities in Q1. However, the en-bloc investment market
remained quiet in core business areas.

In Q1, driven by demand for prime office
space, Beijing’s Grade-A office rents
averaged RMB375 per sgm per month,
an increase of 2.5% Q-0-Q. The average
vacancy rate dropped by 0.4 percentage
point Q-0-Q to 5.7% (see Table 1).

In the quarter, Borui Il (19,898 sgm) and
Air China Century Plaza (79,000 sgm) in
the Lufthansa submarket were launched,
adding 98,898 sgm of prime office space
to the market (see Table 1).

Most monitored prime office submarkets
witnessed minor changes in rents and
vacancy rates. However, such indicators in
Lufthansa settled at relatively high levels, as
quality supply of office space continued to
enter this area in recent quarters, propelling
the average rent and vacancy rate.

In Q1, the average sales price of Grade-A
offices increased 1.8% Q-0-Q to
RMB52,626 per sgm, while office yields
slightly decreased 0.1 percentage point
to0 6.2% (see Table 1).

New prime office supply is expected to

total 132,000 sgm in Q2, including The

Genesis (100,000 sgm) and World Profit
Center Il (32,000 sgm) in the Lufthansa

submarket.

Due to the abundant new supply, the
average Grade-A office vacancy rate is
anticipated to be pushed up to around
5.8-6.0% in Q2, while rents are forecast
to edge down, as the market takes time
to further absorb the recent inventory.

TABLE 1
Beijing Grade-A office monitor

Indicator Q1 2016 figure
New supply 98,898 sgqm

Rent RMB 375 / sgm / month
Vacancy rate 5.7%

Capital value RMB 52,626 /sgqm
Yield 6.2%

Source: Knight Frank Research

Q-0-Q change (8;2%?:)
1T97.8% A
™ 2.5% N
{ 0.4 percentage point A
T1.8% A
J 0.1 percentage point N
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RENTS

In Q1, domestic companies in the
finance, Internet and IT-related sectors
were the major tenants for new leases,
renewal and relocation. Despite tightened
leasing budgets, some multinational
corporations continued to lease or renew
office space in prime submarkets.

In the quarter, most prime office
submarkets witnessed increases in

rents, except Asian-Olympic Area where
rents recorded a Q-0-Q drop of 0.6% to
RMB330 per sgm per month (see Table 2).

The vacancy rate in Lufthansa increased
by 3.1 percentage point Q-0-Q to 8.7%,
with abundant supply of office space in
recent quarters. However, supported by
the high quality of the new supply, the
rents rose by 5.3% Q-0-Q to RMB335
per sgm per month (see Table 2).

Beijing Financial Street and CBD
continued to outperform other
submarkets, with rents achieving
RMB539 and 436 per sgm per month
respectively in the quarter. Market
demand for the two submarkets remained
strong, mainly from financial companies
which preferred premium premises and
could afford high rents (see Table 2).

East Second Ring Road and
Zhongguancun both witnessed increases
in rents and drops in vacancy rates.

With an absence of new supply and
sustainable demand, rents in the two
submarkets were up by 1.1% and 0.6%
Q-0-Q respectively and the vacancy rates
were both down by 0.1 percentage point
Q-0-Q (see Table 2).

Due to an influx of supply in the future,
the overall vacancy rate is anticipated to
increase mildly, while rents are estimated
to edge down as competition among
landlords intensifies.
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FIGURE 1
Beijing Grade-A office rental index
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TABLE 2
Beijing Grade-A office market indicators, Q1 2016
Rent o Vacancy rate

Submarket (RMB/sgm/ Ren’(co/fo(fg:;mge VaF?:tr:a ey percentage point

month) change (Q-0-Q)
CBD 436 ™28 4.8% 4 0.2
Lufthansa 335 ™53 8.7% ™31
Financial 539 125 3.0% <0
Street
East Second o
Ring Road 355 ™14 4.8% 4 0.1
Zhongguancun 318 0.6 5.9% J 0.1
ﬁf:"'o'ymp"’ 330 106 48% 102
Wangjing 266 ™23 16.2% n/a

Source: Knight Frank Research

TABLE 3
Beijing major Grade-A office leasing transactions, Q1 2016

I - Rent
District Building Area (sqm) (RMB/sqm/month)

Xichen Winland International 608 750
9 Finance Center

Chaoyang Landgent Centre 448 280
Chaoyang Pacific Century Place 5,000 300
Dongcheng Oriental Plaza 260 400

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



SUPPLY AND

In Q1 2016, the new supply of prime
office space amounted to 98,898 sgm,
including Borui Il (19,898 sgm) and Air
China Century Plaza (79,000 sgm) in the
Lufthansa submarket (see Figure 2).

New Grade-A office supply is expected
to total 132,000 sgm in Q2 2016,
provided by The Genesis (100,000 sqm)
and World Profit Center Il (32,000 sqm)
in Lufthansa submarket.

DEMAND

FIGURE 2
Beijing’s Grade-A office supply, take-up and vacancy rate
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SALES AND INVESTMENT

In Q1 2016, The average sales price of
Grade-A office properties increased by
1.8% Q-0-Q to RMB52,626 per sqgm
(See Figure 3). The average Grade-A
office yield dropped slightly by 0.1
percentage point Q-0-Q to 6.2%.

The Grade-A office sales market in core
business areas remained quiet with no
en-bloc transactions.

The primary strata-titled sales market
performed well in Q1, with emerging
submarkets such as Fengtai, Daxing,
Tongzhou and Shijingshan Districts
witnessing increased transaction
volumes.

FIGURE 3
Beijing’s Grade-A office price index
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TABLE 4

Beijing major Grade-A office sales transactions, Q1 2016

Submarket Building

No. of units Area (sqm) Price (RMB/sqm)

Wangjing Wangjing CCT Center 2 363 46,346
Lufthansa Smart Hero Central Park Plaza 5 2,443 91,052

Lufthansa MCC Xiaoyun International 16 2,332 50,171

Source: Knight Frank Research
Note: All transactions are subject to confirmation
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DEFINITIONS & M.

Rent: Exclude management fee and other outgoings

HE: rEEYLEREAREMIH

Price: The transaction price of office space in the primary market

iirig: SR E—F YU A B4

Yield: The annualised transaction rent as a percentage of the capital
value of a property

ERE: FEHSEHS5Y L EENEZLILA

Property basket: Include major Grade-A and premium Grade-A office buildings in Beijing,
excluding owner-occupied and strata-titled buildings.

ok BEF WMELREERZNBRAZEFE, FTEHRLEEARMESFH

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.

RpMRAEASALMEENLER, BEEARE. BAE. SRNAMELNARARE LR
W THBNABEES . FREAARIMNRESEFTERENELAMIZNETSHNNEE.

RECENT MARKET-LEADING RESEARCH PUBLICATIONS
TR A RIS

~RESIDENTIAL RESEARCH 23t
an

ICITIES

SCITIES
FORECAST REPORT

'ASSESSING THE PERFORMANCE OF PRIME
'RESIDENTIAL CITY MARKETS IN 2016

Global House Price Prime Cities Forecast

Wealth Report 2016 The Global Cities Report Index Q4 2015 Report 2016

Knight Frank Research Reports are available at
FIE R EIRMRIRE, BE AN KnightFrank.com/Research

] KIEEWEREKS
" Scan the QR code and tune in to the latest property insights and research from Knight Frank.
e AR, BN TRESE S ARRESTIRES.

© Knight Frank 315 2016

This document and the material contained in it is general information only and is subject to change without notice. All images are for
illustration only. No representations or warranties of any nature whatsoever are given, intended or implied. Knight Frank will not be liable
for negligence, or for any direct or indirect consequential losses or damages arising from the use of this information. You should satisfy
yourself about the completeness or accuracy of any information or materials.

This document and the material contained in it is the property of Knight Frank and is given to you on the understanding that such mate-
rial and the ideas, concepts and proposals expressed in it are the intellectual property of Knight Frank and protected by copyright. It is
understood that you may not use this material or any part of it for any reason other than the evaluation of the document unless we have
entered into a further agreement for its use. This document is provided to you in confidence on the understanding it is not disclosed to
anyone other than to your employees who need to evaluate it.

AXHREANFRRE—RAN, ARENEEMAMESTEM. FFAEFIRRERAE. AXEFARR. BESRRMEMERIRERSE
fRo BEE AL F T B R B S | B IR AR TR, SRR T FRNETHREER N TN TEIETE.

XU RENBEREGAE, ﬁﬁi%‘%ﬂ*ﬁ*ﬁ’]iﬂﬁ B REWHBRGEASNER, FEMARRIF. BT DARHEH G, &
FESEGZEADIY, FAATBUEAREEAXLENFRERS. AXHERTHERTRETFERE, BS5ITHETHHIARS,
AR BEEMAEE.

GLOBAL BRIEFING

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

RESEARCH & CONSULTANCY
R RS

David Ji £ 5ift

Director, Head of Research &
Consultancy, Greater China
EERKPERARREWHEES
+852 2846 9552
david.ji@hk.knightfrank.com

Regina Yang #71i 2

Director, Head of Research &
Consultancy, Shanghai

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

Vincent Li Z=48

Assistant Manager, Research &
Consultancy, Beijing
AR R A AR ENIRZIE
+86 10 6113 8017
vincentx.li@cn.knightfrank.com

Ocean Ruan [ti¥

Manager, Research & Valuation,
Guangzhou

T INAR RAENEREE

+86 20 3839 6408
ocean.ruan@cn.knightfrank.com

Pamela Tsui &%

Senior Manager, Research &
Consultancy, Greater China
KAERARREBBEREE
+852 2846 4843
pamela.tsui@hk.knightfrank.com

Cliff So F$t5&

Executive Director, Agency &
Professional Advisory Services,
REPro Knight Frank, Taipei
AlrmEEy

MU REB RS E S LR
+886 2 8729 8770
cliff.so@repro.knightfrank.com

BEIJING OFFICE LEASING
LREFRBR

Grace Gao &%

Senior Manager, Commercial
Services, Beijing
B RIBE S REE
+ 86 10 6113 8029
grace.gao@cn.knightfrank.com

Frances Wang T i

Senior Manager, Commercial
Services, Beijing

e LAl IR AR & 21

+ 86 10 6113 8025
frances.wang@cn.knightfrank.com

P Y Knight 3
ba Frank 93

ol

== Knight Fran|
paE=cioa


http://content.knightfrank.com/research/84/documents/en/q4-2015-3606.pdf
http://content.knightfrank.com/research/379/documents/en/2016-3450.pdf
http://www.KnightFrank.com/Research
http://content.knightfrank.com/research/83/documents/en/wealth-report-2016-3579.pdf
http://www.knightfrank.com/resources/global-cities/2016/all/global-cities-the-2016-report.pdf
http://www.knightfrank.com/resources/global-cities/2016/all/global-cities-the-2016-report.pdf

