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HIGHLIGHTS

In the first quarter (Q1) of 2017, abundant supply lifted
the vacancy rate in Beijing’s Grade-A office market by
0.2 percentage point quarter on quarter (Q-0-Q), while
the average rent was dragged down by 0.8% Q-0-Q. In
the quarter, enterprises from the finance, Internet and
high-tech sectors remained the main drivers for leasing
activities. The average sales price of Grade-A office
properties decreased by 0.4% Q-0-Q. One major en-
bloc office investment transaction was concluded in Q1.

In Q1 2017, abundant supply drove up
the vacancy rate in Beijing’s Grade-A
office by 0.2 percentage point Q-0-Q to
6.9%, while the overall rent dropped by
0.8% Q-0-Q, averaging at RMB370 per
sgm per month (see Table 1).

Two Grade-A office buildings, namely
Hatamen Plaza in East Second Ring
Road and Zhongguancun Capital
Building in the Zhongguancun submarket,
were launched in Q1 and brought 85,800
sgm and 50,000 sgm of new office space
respectively to the market (see Table 1).

CWTC Phase Il B in the CBD and Heng
Yi Plaza in Asian-Olympic Area, which
were estimated to be launched in Q1,
delayed the openings to Q2 and Q3
respectively.

In Q1, the average sales price of Grade-A
offices slightly dipped by 0.4% Q-0-Q to
RMB53,068 per sgm (see Table 1).

Given sustainable supply and increasing
inventory, landlords became more
realistic on their expectation on rental
growth and took the initiative to adjust
their leasing strategies to accelerate
absorption.

The average vacancy rate in the Grade-A
office market will continue edging up,
especially in the CBD area where a large
number of new buildings will come online
in the coming five years, exerting intense
pressure on vacancy rates in the market.

TABLE 1
Beijing Grade-A office monitor

Indicator Q1 2017 figure
New supply 135,800 sgm
Rent RMB370 / sgm / month
Vacancy rate 6.9%

Capital value RMB53,068 / sgm

Source: Knight Frank Research

Q-0-Q change (ggtézﬁl;)
4 10.7% N
J 0.8% N
™ 0.2 percentage point A
4 0.4% N
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RENTS

In Q1 2017, corporations from the
finance, Internet and high-tech sectors
continued to drive leasing activity, while a
number of new leases and lease renewals
involved anchor tenants which were

law, media and professional services
companies.

In the quarter, vacancy rates in East
Second Ring Road experienced a
remarkable increase of 4.4 percentage
points Q-0-Q to 9.2%, mainly due to
the new supply. Affected by this, the
rent there averaged RMB341 per sgm
per month, a drop of 2.6% Q-0-Q (see
Table 2).

The Zhongguancun submarket also
welcomed a new office project in Q1.
However, underpinned by solid demand,
the vacancy rate in Zhongguancun only
rose mildly by 0.6 percentage point
Q-0-Q to 6.1%, while rents averaged
RMB329 per sgm per month, a slight
drop of 0.3% Q-0-Q (see Table 2).

Because of the absence of supply,
several submarkets witnessed decreases
in vacancy rates. Underpinned by steady
absorption, Lufthansa and Asian-Olympic
Area saw the vacancy decline by 0.5 and
0.4 percentage point Q-0-Q respectively,
with rental increases of 1.2% and 0.3%
Q-0-Q respectively (see Table 2).

The Wangjing submarket recorded
notable absorption with the vacancy

rate going down 3.0 percentage points
Q-0-Q to 17.0% in the quarter. Despite
the reducing inventory, Wangijing still
experienced relatively slow rental growth,
by 0.4% Q-0-Q, to RMB266 per sqgm per
month (see Table 2).

Rents in CBD and Financial Street
remained high in the quarter, reaching
RMB430 and RMB544 per sgm per
month respectively. However, the high
rents also prompted their vacancy rates
to both increase 0.1 percentage point
Q-0-Q. In Q2, the CBD submarket will
welcome another new office project
which is estimate to further push up the
vacancy rate (see Table 2).
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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 2017

Rent o Vacancy rate
Submarket (RMB/sgm/ Ren:o/::oc_:l'éa;nge Va;:t'; ey percentage point
month) change (Q-0-Q)
CBD 430 - 4.6% ™01
Lufthansa 347 P 12 8.0% {1 0.5
Financial Street 544 J 04 2.3% ™01
East Second 0
Ring Road 341 J 2.6 9.2% ™44
Zhongguancun 329 J 0.3 6.1% 0.6
Asian-Olympic o
Area 331 0.3 6.1% {04
Wangjing 266 N04 17.0% 4 3.0
Source: Knight Frank Research
TABLE 3
Beijing major Grade-A office leasing transactions, Q1 2017
Submarket Buildin Area (sqm) Rent
9 a (RMB/sgm/month)

CBD Gemdale Plaza 3,800 430
Zhongguancun Raycom Infotech Park 3,500 450
CBD Fortune Financial Center 15,000 430
Zhongguancun Ideal International 1,900 360

Source: Knight Frank Research

Note: All transactions are subject to confirmation
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SUPPLY AND DEMAND

In Q1 2017, two Grade-A office towers
were launched, namely Hatamen Plaza
(85,800 sgm) in East Second Ring Road
and Zhongguancun Capital Building
(50,000 sgm) in the Zhongguancun
submarket, providing 135,800 sgm of
prime space to the stock.

CWTC Phase Il B (62,000 sgm) in the
CBD is anticipated to be launched in Q2
2017, while Heng Yi Plaza (77,400 sgm)
in Asian-Olympic Area is anticipated to
commence completion in Q3.

FIGURE 2
Beijing Grade-A office supply, take-up and vacancy rate
'000 sgm mmm SUPPlY(LHS) === Take-up(LHS) = Vacancy Rate(RHS)
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SALES AND INVESTMENT

In Q1 2017, The average sales price of
Grade-A office properties slightly dipped
by 0.4% Q-0-Q to RMB53,068 per sgqm
(See Figure 3).

An en-bloc office investment transaction
was concluded in the quarter, involving
the office premises and underground
carpark in Beijing Convention and
Exhibition International Port Phase IlI
acquired for RMB220 million.

The Beijing government implemented
tightened regulations on commercial
property transactions in the quarter. Both
the sales volume and average price of
Beijing’s strata-titled office transactions
will experience significant declines in the
short term.
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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, Q1 2017

District Building No. of units Area (sqm) Price (RMB/sqm)
Shijingshan Thai Hot Chang An Center 163 17,533 48,439
Tongzhou Grand Royal Canal 105 11,725 48,884
Chaoyang Greenland Center 6 1,754 41,326

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



EtREFETHRE 2017 FE—FF

£ o

VAR NV AR NN

P9 Knight %

BARM S DAaFrank

017 F—FE, EREHNNHEST, R
MHAREFHZTEXRNIL EF020H 2 2,

mFHHE e MR TE08%. ZE=E, kB &
LN Eﬁﬂ SRR i ﬂ%mﬂ%ﬁ%?
REETHNEZERSN. RS FETHA
x@ﬂ%ﬂﬂﬁ&%OA%,ﬂﬁWﬁﬁﬁﬁﬁ%ﬁﬂﬁ%

M- REERS.

017EE—FE, KEMEEND

TERTEREEFEFHTERRIL L
02BN EE6.9%, AIRETHRES

FREHEESHIETHROSREG ST
FHRARMI7TOT(ME—).

ZEEEXFNEFRTEERNZANE
A, #ARETR-HRMBET R
NFREXNHFENBAKRE, €8T
5k 85,800°F 75 % K% 50,000°F 77 K #9 £ fi
BAER(NE—).

Bl F—=EANTHEITE, F

—=F, FEEFEFEHRTNERL
TH04%ZEEF K AR 53,0687 (
ME—)o

EFAMZAHHME AR ZRRNER

mR, BAUENTFHEHESHEERTE
BEMMINR, HEIEHEEES
B SEAMEIR 4, SKHBREEM

IRPAREFRNFHTERTRFER
7t SMEBEFRESKLABE,
it Rk EEZKE W IHE LR EEH

AT, EETHHEIKE XN

RRESXHESSR=HBREFMG T IR BEXEN.

XEREHRKE, SHXTHBS5HE

REZEER=ZFE.

ﬁ_

tRBERESFETIAREEE

th45 217E—FEYT CESL 017 s
e {3 i 135,800 I 75 K 1 10.7% N

HE BAEFAAXANRM70T 1 0.8% N
TEE 6.9% 02N ES R 2
firig FEHAKANRMS3,068TT ¥ 0.4% N

ARRIE: EHHRD



&

017 %—FE, kB, BBN.
SREEFENCIVNESEREE

TIHWEERZ S, MiEE. TURE
REREEXANRATRZEURFEREH

M5

ZEE, THHEEMHEE, RIKKX
18 4 %= BERINE KR L k4410 E
NEEI2%. FUEM, ZXiFHFHHE
G TH26%ZEERAETEARART
T (hER)o

FARNRBE-—FEBLORFHEA
e AMEBIFTRMUEZHT, zX
1 8 % B R IR AUR A1 EF0.64
BDHE6.1%, MHEEKFIREE R
03%ZFABFEAKARM329T (L
=)o

HFEHGRDHEAN, KBTS
M=EXZYTHEES. ZETREMN
WA, s Rl B IX 35 B = B A 40 A IR
LEETRE0.5K 040 E S =, MHEEM S
AL EFH1.2%K%0.3%(FZ) o

BREZZESEXRAMNRLA, E5
ZXBHEZERKETEIONES A
E17.0%. REGREREREIEK,
BERBMESERMRBETKIE, %
FEEHHASALEBAUNETAZE
BRAGFEAKARM266TT(LET).

FREERESHEXBNEHESE
ZEEHFES|ITEMTE, SHERE
BEFEHAX NRM430TT K544 A&

BENHESEESIEAIRBNE

BERWIRLE EFAOITESH. PR
SXEZZFEHURFT AL, W@
TiZREEEEESER EANED(R
x)o

& —
LtFEREEFHESEN

2003 Q1=100
165

150

135

120

105

5818358
56181558

m‘v“—‘m‘m‘v‘\—‘N‘m‘v‘\—‘m‘m‘v“—
OO‘OOOO‘OOOO‘OOOO‘O

2005 2006 2007 2008 2009 2011 2012 2013 2014 2015
BRIRIE: EHH AL
Fo
LTFRRFERTEWMIRIERE, 2017EE—FE
HE -
He ey = = TEE
B (ARF/Frk/A)  PEER ZRE guegEss
RREFEE 430 4.6% 0.1
e 75 347 ™12 8.0% 105
SR 544 104 2.3% 0.1
H=IIE 341 126 9.2% N4.4
ki 329 103 6.1% 106
iF B 331 0.3 6.1% 104
B 266 104 17.0% 130
BRIRIE: EHH R
==
ITFEHAEEFRTEHEMRT, 2017TEE—FE
R HE
B H (FH¥) AR/ EH%/A)
RREFEE A 3,800 430
X H BRI AL 3,500 450
RREFEE Ve &gl 15,000 430
Rk H ERERAE 1,900 360

BHRIE: HHHARH
iEr TERZIEFER



MAME

L REFRENIHREE 2017 £E—S & | LY Knight %

A Frank 35

(IVESEEC

2017 —FE, BIEFRMEERXK
ANER, BRELTFR-ARKEMGEDN
I~ 3% (85,800F 73 K ) K i F % A X 35
B9 KA E A KE (50,0007 K), 3
AE F T T 5k 135,800 5 K KL
BRAAER.

it kRBEPAREEX K ER=HBE

(62,000 FEFK) B F_FEEX X
A, ™R X IER K JE (77,400F
FR)BHBEF=ZFEERT

HESHA
IH B —J 1 T3
017 E—FE, FEASFERFHAR

MIEIRE TH0A%EBERKART
53,068 T (MEZ=).

—FF, EFRRATHER—FEE
X5 TMARERBRLABAUART
22ttt R RERBRIEE=
HHDRBERETEET.

1% 2 [ b =i AT I 56 S5 e 7 Al A 22 T
BRI MEER, BBt Erin, @i
DABETE K EE R %%
ElEETE.

'000 FF5K
1,800 ¢

E=
LFREEFRHENE. RPERTEX

— R () R () — TEX (BH)

1,500 |

1,200 ¢

900

600

300

0

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017F

FARRIE: EHTRH

30%

25%

20%

15%

10%

5%

0%

B=
LERRREFEMBES

2003 Q1=100

240
225
210

2005 2006 2007 2008 2008 2009 2010 2011 2012 2013 2014 2015

BHRIE: EHHR

v‘ggﬁ ‘—‘N‘m‘ﬁ‘ ‘—‘N‘m‘ﬁ' ‘—‘N‘m‘v \—‘N‘t’)‘ﬁ' \—‘N‘m‘w ‘—‘N‘m‘ﬂ' ‘—‘N‘(’)‘ﬁ' ‘—‘N‘m‘v \—‘N‘("}‘ﬁ' \—‘N‘m‘w ‘—‘N‘m‘ﬂ' ‘—‘N‘(’)‘ﬁ‘ -
e/ O‘OOOO‘GCOO‘OOOO‘OOOO‘OOOO‘OGOG‘GGOO‘OOOG‘OOOO‘OOOO‘GOOG‘GOO(}JOj
2016 7

0

=m
LIRREEFREEHERR, 2017585 —FE

[E$) TiE

A= RRRZHD
i BHIE FreR
FAFH SR

BHER: EOHARE
E: FTERRZERFESR

B8 ERH) AR k)
163 17,533 48,439
105 11,725 48,884
6 1,754 41,326



DEFINITIONS ZE S

Rent: Exclude management fee and other outgoings

He: el EREAREMIH

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

ffrig: SFERE—FYUTTIHHAZ BN

Property basket: Include major Grade-A and premium Grade-A office buildings in Beijing,

excluding owner-occupied and strata-titled buildings.
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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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