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HIGHLIGHTS

In the second quarter (Q2) of 2017, the vacancy

rate in Beijing’s Grade-A office market dipped by 0.2
percentage point quarter on quarter (Q-0-Q), while the
average rent edged up by 0.3% Q-0-Q. In the quarter,
domestic enterprises from the finance, Internet and
high-tech sectors remained the main drivers for leasing
demand. In the quarter, the average sales price of
Grade-A office properties decreased by 1.4% Q-0-Q.
Two major en-bloc office investment transactions were

concluded in Q2.

In Q2 2017, driven by the new supply

in prime submarkets, the vacancy rate

in Beijing’s Grade-A office rose by 0.2
percentage point Q-0-Q to 7.1%. Attributable
to the high quality of the new supply, the
overall rent increased by 0.3% Q-0-Q,
averaging RMB371 per sgqm per month (see
Table 1).

Two Grade-A office buildings, namely CWTC
Phase Ill B (62,000 sgm) in the CBD and
CSCEC Fortune International Center (54,000
sgm) in Asian-Olympic Area, were launched
in Q2 and provided 116,000 sgm of new
office space (see Table 1).

Heng Yi Plaza in Asian-Olympic Area is
expected to be launched in Q3, bringing
77,400 sgm of prime office space to the
market.

In Q2, the average sales price of Grade-A
offices dropped by 1.4% Q-0-Qto
RMB52,303 per sgm (see Table 1).

Rentals remained high in quality projects with
high occupancy rates in prime locations.

On the contrary, existing projects with lower
quality had to offer more rental incentives or
discounts to retain tenants.

Ample Grade-A office supply in the second
half of 2017 is expected to lift the average
vacancy rate in the short term.

TABLE 1
Beijing Grade-A office monitor

Indicator Q2 2017 figure
New supply 116,000 sgm
Rent RMB371 / sgm / month
Vacancy rate 71%

Capital value RMB52,303 / sgm

Source: Knight Frank Research

Q-0-Q change (8;3‘2%?';)
|l 14.6% N
T 0.3% N
1 0.2 percentage point 2
1 1.4% N



BEIJING OFFICE MARKET REPORT Q2 2017

RENTS

In Q2 2017, domestic corporations
remained anchor tenants in the leasing
market, with companies from the finance,
Internet and high-tech sectors involved
in the majority of new lease, renewal and
relocation deals. Meanwhile, demand
from traditional industries, such as
professional services, law and media,
remained steady.

In the quarter, the CBD submarket
welcomed a new office project with

a decent pre-leasing rate, where the
vacancy rate rose by 0.8 percentage
point Q-0-Q to 5.4%. Rents in the CBD
averaged RMB396 per sgm per month, a
drop of 1.0% Q-0-Q (see Table 2).

Due to the sustained supply, Asian-
Olympic Area also experienced an
increase in the vacancy rate in Q2, with a
0.8 percentage point increment to 15.8%.
However, the high quality of newly
launched buildings pushed up rents there
by 3.0% Q-0-Q to RMB345 per sgqm per
month (see Table 2).

In the Wangjing submarket, the continued
absorption of inventories notably dragged
down the vacancy rate by 2.5 percentage
points Q-0-Q to 14.5% in the quarter.
Meanwhile, the average rent in Wangjing
experienced a steady growth of 1.9%
Q-0-Q to RMB271 per sgm per month
(see Table 2).

The traditional submarkets of Lufthansa
and East Second Ring Road witnessed
decreases in rents and vacancies. Rents
in Financial Street remained the highest
among submarkets, reaching RMB548
per sgm per month (see Table 2).

In light of an influx of supply in the
second half of 2017, the city-wide
vacancy rate is anticipated to increase
mildly, while rents are estimated to
continue with the corrections amid
intensified competition among landlords.
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FIGURE 1
Beijing Grade-A office rental index
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TABLE 2
Beijing Grade-A office market indicators, Q2 2017
Rent o Vacancy rate
Submarket (RMB/sgm/ Ren’(co/foc_:g:;mge VaF?aatr:a ey percentage point
month) change (Q-0-Q)
CBD 396 l1.0 5.4% 108
Lufthansa 345 | 06 7.2% 108
Financial Street 548 107 2.3% -
East Second o
Ring Road 340 103 9.0% 102
Zhongguancun 335 118 3.2% 0.1
GRS 345 1 3.0 15.8% 108
Area
Wangjing 271 11.9 14.5% l 25
Source: Knight Frank Research
TABLE 3
Beijing major Grade-A office leasing transactions, Q2 2017
I - Rent
District Building Area (sqm) (RMB/sqm/month)
CBD CWTC Phase Il B 500 788
Financial Street 'V mand Intermational 1,100 650
Financial Center
Wangjing Radiance 2,100 268
ALl Pangu Plaza 1,871 310

Area

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

In Q2 2017, two Grade-A office projects
were launched, including CWTC Phase llI
B (62,000 sqm) in the CBD and CSCEC
Fortune International Center (54,000 sgqm)
in Asian-Olympic Area (see Figure 2).

Heng Yi Plaza (77,400 sgm) in Asian-
Olympic Area is scheduled for completion
in Q3 2017.

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

In Q2 2017, The average sales price

of Grade-A office properties slightly
dropped by 1.4% Q-0-Q to RMB52,303
per sgm (See Figure 3).

Two office towers in BDA International
Business Park were acquired by two
undisclosed institutional buyers for a total
consideration of RMB141 million in Q2.

The office sales market was relatively
stagnant as a consequence of the
government’s tightening regulations in
the quarter. The market is expected to
witness further declines in the transaction
volume and average price.
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FIGURE 3
Beijing Grade-A office price index
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TABLE 4
Beijing major Grade-A office sales transactions, Q2 2017

- No. of
Submarket Building units Area (sgqm)
Xicheng Financial Street Center 4 2,680
Chaoyang China CBD Tada 4 2,864
Daxing BDA Interna;t:;r;al Business En-bloc 9,400

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

Price (RMB/
sqm)

100,000
60,000

15,000
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GLOBAL BRIEFING

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