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The impact of the 2010 Asian Games —B—RBEIIZS I M AN

The success of last year's 2010 Asian Games—held during 12-27 November—has greatly benefitted
Guangzhou on many levels, including macroeconomic, town planning and property-market
development.

The impact of the games on Guangzhou’s macroeconomic development was most apparent in visitor
numbers and tourist expenditure during the period. According to the Guangzhou Municipal Bureau of
Tourism, the city attracted 8.7 million visitors during the 16-day event, representing a year-on-year
growth of 42.1%. The number of overseas visitors staying overnight, in particular, surged 89.6% to
854,500. Total revenue of about RMB7.0 billion was generated from tourism during the period, up 50.1%
year on year. The 2010 Asian Games received over RMB3 billion of commercial sponsorship, the highest
among all previous Asian Games.
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Meanwhile, huge government expenditure on the construction of related infrastructure and
organisation of the event has benefitted Guangzhou through a multiplying effect. Local
government invested about RMB109 billion in infrastructure from 2005 to 2010, which not only
activated the private sector and created job opportunities, but also strengthened consumer
confidence and stimulated consumption among residents.

The 2010 Asian Games has accelerated urban development in Guangzhou, speeding up its
transformation from a single-centre city to a multiple one, with the strategic development of two
city centres. Guangzhou New City Centre in Panyu, a southern district of Guangzhou, has
become the cultural and sports centre of the city, promoting the development of modern service
industries in the Pearl River Delta region, while Tianhe New City Centre in the east, which
includes Tianhe North and Pearl River New City, has been designed as Guangzhou’s new
commercial centre.

Meanwhile, the local government has carried out a number of renovation projects across
Guangzhou, which have greatly improved the appearance of the city and strengthened its
international reputation and status. Infrastructure has been greatly improved with the
completion of 12 new arenas and the refurbishment of 58 existing ones for the 2010 Asian
Games. As a result, four sports hubs have been established, namely Olympian Town, University
Town, Baiyun New Town and Huadi New Town.

Guangzhou’s transportation system development has entered a new era, thanks to the 2010
Asian Games. Between 2005 and 2010, RMB54.7 billion was invested in the construction of new
underground railways and another RMB18.5 billion was spent on roads, bridges and other
transportation infrastructure. Guangzhou Metro has been significantly enhanced with the
additions of Metro Line 2, Line 5 and the Guangfo Line, the extensions of Metro Lines 3, 4 and 8
as well as the completion of Pearl River New City Automated People Mover Systems (APM).
Coupled with Guangzhou Bus Rapid Transit (BRT), the first phase of which was launched in early
2010, overall accessibility in the city has been greatly enhanced.

Rapid economic growth, convenient transportation, an improved environment and infrastructure
as well as the general increase of publicity brought about by the games have made Guangzhou
more attractive and further boosted its real estate market. The construction of landmark
buildings, such as Guangzhou Opera House, the new Guangdong Museum and the new Canton
Tower, has increased the values of nearby real-estate developments in Tianhe New City Centre.

The Asian Games City project in Panyu, with a land value of RMB25.5 billion, has demonstrated
the visionary urban planning and strong execution ability of the Guangzhou government.
Spanning a total of 4.4 million sq m of gross floor area, the development includes residential,
office and retail premises as well as schools, public areas and a hospital. The scale and
comprehensive scope of the project have set a foundation for the future development of
Guangzhou New City Centre. Guangzhou has successfully strengthened its position as the third
most prominent city in China and the most prominent city in the Pearl River Delta. With property
prices considered undervalued, Guangzhou’s real estate market has great potential for growth.
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Latest development of Pearl River New City and Tianhe North ZRiT i & XL B T E R

Pearl River New City, in the southwest of Tianhe District, covers over six sq km and is one of
China’s major Central Business Districts (CBD). The area was a cluster of villages and farms until
1992, when the Guangzhou Municipal Government relocated the villages and renamed the area
Pearl River New City. In 1993, the government announced its ‘Guangzhou New Town Centre—
Pearl River New City Development Plan’, repositioning Pearl River New City as Guangzhou’s new
CBD. However, during the first ten years of its development, only a few luxury residential
projects were completed and there were insufficient supporting facilities. In 2003, the local
government reviewed and adjusted the previous plans and further ascertained the area’s
position as the new CBD for Guangzhou in the 21st century. Today, Pearl River New City is
thriving, with clusters of high-rises having been completed or under construction. Major
supporting facilities were also completed before the launch of the 2010 Asian Games.

Pearl River New City has a number of landmark Grade-A office buildings, including Guangzhou
International Finance Center, R&F Centre and Gotone Plaza, which have helped raise the overall
standard of prime offices in the area. In 2010, prime office stock in Pearl River New City
amounted to about 1.1 million sq m—over 30% of the total volume of Grade-A offices in
Guangzhou—compared with about 1.3 million sg m or over 40% in Tianhe North, the traditional
CBD. In the next two years, Pearl River New City is expected to continue its rapid growth, with 1.4
million sq m of new Grade-A offices scheduled for completion, amounting to 86.5% of the total
new Grade-A office supply in Guangzhou during the period.

Compared with the emerging Pearl River New City, Tianhe North CBD in the north of Pearl River
New City is a well-established business area in Guangzhou. Tianhe North CBD covers an area of
about five sq km and was formed in 1987 when China’s sixth National Games was held in Tianhe
Sports Centre, which accelerated the development of nearby areas, including Tianhebei Road
and Linhexi Road. At the time, the major commercial area was Huanshi Dong Lu in Yuexiu
District, but development there had reached a bottom neck. The completion of landmark Grade-
A office buildings in Tianhe North CBD, including Centre Plaza and Citic Plaza—the tallest
building in China at the time—marked its definite emergence. Last year, a number of premium
Grade-A office towers were completed, including The Onelink Walk. Accessibility in the area has
also improved, with major transportation facilities including Metro Lines 1 and 3, Guangzhou
East Station as well as the Hong Kong-Guangzhou coach station.

After many years of development, Tianhe North CBD is running out of land resources and is
under heavy traffic pressure. Pearl River New City fulfills the need for office supply in Guangzhou.
In the short term, Pearl River New City will inevitably compete with Tianhe North CBD, but with
major infrastructure and supporting facilities completed for the 2010 Asian Games, which have
greatly improved the connection of the two areas, they can complement each other and could
eventually integrate into one large CBD in Tianhe District over the long run.
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Prime office market {5 5235

Guangzhou’s Grade-A office market was robust in 2010 on the back of further recovery of both

the world and China’s economy, with local enterprises actively expanding and foreign

institutions reentering the China market. Grade-A office take-up climbed 38.0% last year to 2.6
million sq m, with demand coming mainly from local companies. A number of office buildings
attained full occupancy. During the 2010 Asian Games, strong demand was seen from

companies providing related services and support to the games and a number of major leasing
transactions were concluded in Tianhe North CBD and Pearl River New City. As a result, the total
area of offices leased in Guangzhou grew 6.4% last year and Grade-A office rents increased 7.8%
to RMB138.0 per sq m per month.

EIRAFEEE, BREFENET, BERTSWRRY KEIMNESLE LR, TNELS
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Table 11

Major Guangzhou Grade-A office leasing transactions in 2010

ZRFF MEEREEFRAELRZ

GTLand Plaza Pearl River New City 9.000 PricewaterhouseCoopers
SEEM 7 BRITHE ’ L fekiE
R&F Centre Pearl River New City 6.000 Wrigley
=Pk BRILHT ’ EEFhE
R&F Centre Pearl River New City 600 UniCredit
=Pk BRI BAFIBRSEREBIT
Onelink Walk Tianhe North 1500 Bank of China
RhEIC Xk ’ HE4RIT
Onelink Walk Tianhe North 1500 DBS Bank
hEIC Xiide ’ ERRIT
Source: Knight Frank
ES:HE 31
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Guangzhou overall office rented area and Grade-A office average rent in 2010
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On the investment front, the total area of Grade-A offices sold in Guangzhou reached 167,000 sq
m in 2010. With the enhanced status of Guangzhou, an increasing number of enterprises and

individuals invested in Guangzhou’s office market, particularly in Pearl River New City. By the

end of 2010, the average Grade-A office price reached RMB22,507 per sq m.

ERATGAE, —F—FF NRREFERIERZEZR 167 FFAK. BE Mmibi
RIRTH, Bk RBEUREREWHMNEE, ERUKIFHNRRESFEAEL. =
F-FE MNP FRONEEEFHIAKART 22,507 TT.

Table 2 % 2

Major Guangzhou Grade-A office sales transactions in 2010

—B-RE NMEERREFRIIERZ

Price (RMB
Development Location Area (sq‘ m) per sq m) Purchaser
=] X ER CERK) 0k EEAR IR
AR
Aoyuan Plaza Pearl River New City 6.587 $24,515 Aoyuan Property Group
HREXE BRI ’ ’ 58 [ it 7= £ ]
Kaisa Plaza Pearl River New City Evergrande Group
T g 117,575 16,160 —
IS 45 BT, $ fEX
Haohe Building Pearl River New City Bank of Guangzhou
T g 71,086 25,770 . P
SHAE BT $ - s
R&F Yingxin Plaza Pearl River New City TVB
— T g 2,400 28,000 N =
BHEMRE BT, 5 GRS
R&F Yingxin Plaza Pearl River New City LY Telecom
— R 2,400 28,000 v =
B HEME B TH L 5 B BAFRAT

Source: Knight Frank
ES/HE 373
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Chart 2 2
Guangzhou Grade-A office sold area and average price in 2010
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A number of new Grade-A office towers were completed last year, including Onelink Walk
(65,000 sq m), Guangzhou International Finance Center (177,000 sq m) and Gotone Plaza
(90,790 sq m), providing a total of 767,286 sq m of new office space and lifting the total stock of
Grade-A offices in Guangzhou to 3.1 million sq m. Despite the increase in supply, the vacancy
rate dropped from 18.0% in 2009 to 15.4% in 2010 on the back of sustained demand.

ZIERAFEFETFEEZR, BIFAEIL(65000 EHX). ImHEREREF 077,000 EFX)
REKEBEAE90,790 FHK)%, B4t 767,286 FHXBREFHEE, TRRSFHE
BELRZE 3137 BFEFK. REGNEIE, BEENERLALSFIRTZEXAZETIEN
B2 18.0 TEEZZE—FHEMNETZ 15.40
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In the coming two years, over 1.6 million sq m of new Grade-A offices will be completed in
Guangzhou—largely in Pearl River New City—and in 2011, the supply will be mainly for leasing
purposes. The abundant new supply, totaling nearly one million sq m, is likely to lift vacancy
rates and intensify competition among landlords for tenants. However, with the completion of
new Grade-A offices in Pearl River New City, the overall quality of offices in Guangzhou will be
enhanced, which could offset the pressure of increased supply and lend support to rents in the
area.

FAE, TNRREFRETEHEDL 160 FEAK, TEEFERTIHM. ARZF——
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Table 3% 3

Major Guangzhou Grade-A office supply in 2011-2012
SRR NEEREEFREN

Ta;'é;’ﬂ';“i Tia;‘%ﬂé’rth 120,000 2011
Bank ofﬁtljﬁgﬁggscuéuilding Pearl;é\;;%l;kyv City 122,584 2012
Le;}i‘g rfli%za Pearl I’;‘:JE_%'%W City 118,988 2012
Grand Int ti LT i i
ran r“n;é]z;!,fl\(;:g ower Pearl ;‘E%‘;kw City 118,452 2012
Po{i%/%/“\F;;;ce Pearl ;\E%\li‘:jzw City 100,000 2012
Source: Knight Frank
B 35]
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Luxury residential market EETW 1%

To curb the overheat in home prices in some Mainland cities, the Central and local governments
of China introduced a series of measures to stablise the real estate market in 2010, resulting in
lower prices and transaction volumes in the luxury residential market for a brief period. However,
on the back of a number of positive factors, the overall residential market in Guangzhou
maintained a steady and rapid growth in 2010.

ﬁ?Fﬂ”rﬁU%Bﬁiﬁli'rﬁ)%ﬁbﬂéﬁ'H%H‘]i%‘é’— PR R E—R—FFHEH S TUEE B~ T5
FREARNER, —EXTREMBAAREER. BESNFFRERT, I NBEAETE=E
—ZEMRILR.

Table 4 % 4

Guangzhou major property market regulatory measures in 2010

ZRFF MEEETHEE

The Guangdong provincial government announced the Notice Forwarded from the
General Office of the State Council on Promoting the Stable and Healthy
Development of the Real Estate Market, which proposes four measures to regulate
the real estate market: increasing the supply of mass commodity and affordable
housing; starting the redevelopment of city and state-owned mining shantytowns;
curbing speculative and investment demand and strengthening the supervision of
3A10H the real estate market.

IRABFAAH (RRESRARTXTREFMMTTZTFRERARNEN) |
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To implement the Notice of the State Council on Resolutely Curbing Housing Price
Surges in Some Cities, Guangzhou launched 24 detailed measures, including
22 May increasing land supply, accelerating the construction of affordable housing and
58228 strengthening market supervision.

AR (ESRXTREREFMAWHT ST R ERKEBHY , T MHEH 24
U, EIEMALEIE. SRR B R R RN 5

Guangzhou implemented local housing regulatory measures focused on home
purchase and credit restrictions. Local residents and non-residents who have
fulfilled certain criteria are allowed to buy one home. The down-payment ratio for
second-home purchase must be no less than 50%. Mortgages for third-home
purchase are suspended. The mortgage rates of provident fund loans for second-
10A158 home purchase must be at least 1.1 times those of first-home purchase.

TN AR ABR 52 AR T iR, TEEAHE - PERENHEFHNE
FERFEREIERRV—ENE; —EFREATETEN; ZEBRNEERY
f&; ECERARERFNX LPZIFRTRABEESFIZNE.

The Ministry of Housing and Urban-Rural Development and the State
Administration of Foreign Exchange announced the Notice on Further Regulating
the Administration on Home Purchase by Overseas Institutions and Individuals. An
overseas individual can only purchase one home for self-occupation and an
overseas institution with a branch or representative office in China can only
1nAHE purchase non-residential properties for office use in the city where it is registered.

EER. IERET (KFH-SIEEINAINT ANWEERBEHN) , NER
S AR BT — B AT S AR 5 IR 9 Lo A E RIS S
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Source: Knight Frank
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Over 2010, the prices of secondary luxury residential homes increased 13.8% year on year to
over RMB27,500 persq m.

—F-FF, TNZFREMBELLEFESZ 13.8, BFIKBIART 27,500 JTo

Chart3 & 3
Guangzhou secondary luxury residential sold area and average price in 2010
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The main reasons behind the price growth were:

1. Insufficient housing supply. With a three-month suspension of construction during the Asian
Games period in the fourth quarter of 2010, housing supply in 2010 was relatively low. Also, as
most developers were financially strong and optimistic about the market outlook, there was no
urgency to launch new housing projects, which further suppressed supply levels.

2. Strong end-user demand. In the first half of 2010, Guangzhou started a large-scale village
redevelopment programme. Villages in downtown areas, including Linhe Village, Liede Village,
Yangji Village and Xian Village, were demolished, forcing the owners to find new homes in
nearby areas. Meanwhile, demand from homeowners wishing to upgrade remained the main
reason for rising home prices. According to a report from the Chinese Academy of Social
Sciences, the property bubble index for residential prices in Guangzhou was 29.5% in 2009,
which was not only lower than those in first-tier cities such as Beijing, Shanghai and Shenzhen,
but also lower than those in second and third-tier cities such as Hangzhou, Fuzhou, Qingdao
and Guiyang. This shows that despite the rapid rise of home prices in Guangzhou, the income
and purchasing power of residents in Guangzhou are also improving.

il
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3. Increased transactions in core areas. In the past, the supply of luxury homes in the core areas
of Guangzhou was scarce and their prices were relatively high. In 2010, however, such supply in
the city’s core areas, particularly in Pearl River New Town and Tianhe North, was relatively
abundant and highly sought after. The increase in luxury home transactions pushed up the
overall prices of residential properties across the city.

4, Upgraded infrastructure and enhanced status of Guangzhou. The completion of railways,
museums, stadiums and other large-scale infrastructure projects for 2010 Asian Games have
markedly improved the supporting facilities and environment of Guangzhou. The value of the
whole city has been lifted, lending support to home prices.

5. The effect of inflation. China's inflation for the second half of 2010 reached a new high in
recent years. Real estate has become a preferable investment, fuelling the development of the
property market.

Luxury residential supply in 2011 is set to drop 7.4% year on year. Limited supply, couple with
inflation expectations, is expected to support luxury residential prices. In the leasing market,
sustained luxury residential demand is expected from overseas companies entering or
expanding in China along with global economic recovery. Luxury home leasing is expected to
remain robust in 2011 and rents are set to edge up 6.0% over the year.
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Retail property market 17

The strong performance of Guangzhou’s retail sector in 2009 continued in 2010, amid further
recovery in the local economy and the city’s organisation of the 2010 Asian Games. The retail
sales value amounted to RMB447.6 billion over 2010, up about 25% from 2009.

“F-TF, BEEFH—SERNTELHET, T NEETHAR_TTNENESE, &

FEHSHRRTEMEIART 4,476.4 ZT, LZBFNFEEFHABFTZ 25,

Chart 4 & 4
Total retail sales of consumer goods in Guangzhou
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Demand for retail space was strong in 2010 on the back of strong consumer confidence. A
number of international brands established footholds in Guangzhou, taking up large floor

spaces. The total rented retail area rose 30.2% year on year, to about 16.0 million sq m, with the

average rented area for each transaction surging 47.0% to 161sq m.

“E-FE, BYHBEABEHIENTEWMEY K, AEERFLEER, AOFE5IHARE
KBMERRE, THHAZRAEREHEAENZ, £FAREREABESZ 30.2, £ 1,597

FEAXK; SR FSREERRLEKIELAESZ 47.0 E 161 FH XK.
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Table 6 & 6

Major retail tenants entering Guangzhou in 2010

—F-FEHNNEET BN EET BB

Tenant Business Location Shopping Centre
BHER NIE:3 WX prid g
Jusco Department store Tianhe Popark
HZE B RAX RAERI
Wal-Mart Supermarket Baiyun Wanda Plaza
RIRE i) HEKX T35
Guangzhou Friendship Department store Tianhe Guangzhou International
Store i TR Financial Center
I INRERE = ! ERF &g
Van’s I;fc;’)rzlrtment Department store Baiyun Wanda Plaza
L't' =X AT
FEEs £ B=KX RIET %
HaM Apparel Yuexiu / Tianhe  China Plaza / Grandview Plaza
BR3E MFX | KX RReErTig | BT
Source: Knight Frank
K Kb

As a number of scheduled completions were delayed, only four major shopping centres were
completed in 2010, providing a total retail floor area of over 300,000 sq m. With less-than-
expected new retail supply, the average retail rent grew 7.6% year on year.

HTFHFMYPOHNIERELRTSE, —E-FERAFONAE WY HOERTW, G
30 FEAKEHEEE. MEEEANLETEY, REEHEEsR-ETNERNBEFEENZ
7.6 B9FHIE.

Table7 & 7

Major new shopping malls in Guangzhou in 2010

ZFR-FF MEEHEAES

N GTLand Plaza (Portiorl) Tianhe _ETLand ~40.000
BEEM FEEYHRL (#55) KA BEEM ’
Wanda Plaza Bail/un Wanda Comnltirual Properties ~170.000
TET % =P TE b = ’
Friepdship IFC Tianhe Guangzhou City C‘onst‘ruction & ~45.000
KEESEE KiAX Development #8351 & Hb 7= ’
Onelink Walk Tianhe Onelink Industrial (Guangdong)
FEIL EAR FEL () 70.000
Source: Knight Frank
SRR ey
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Guangzhou’s retail market will continue to evolve on the back of a favorable backdrop, with the
completion of large-scale shopping malls and improving inter-city, light-rail networks, which
will enhance the accessibility of cities within the Pearl River Delta. A number of shopping malls
and street shops would be launched in the coming year, pushing up new retail supply to about
870,000 sg m in 2011. Most of the new space will be located in Tianhe District, of which about
670,000 sq m will be located in Tianhe’s core commercial area.

BEEABTEMY R OELEN, MERZBHFERENRRE, Bz ErEREMSE,
AN EETIHRMA T RIFHNFM. FEHMNIRZHNGSESEM, Tt 2F——%
MNEHIARLI N 87 FFAK, EEEPEXRAX, HAY 67 FFAKEATRAZDLX.

Table 8 & 8

Major projected retail supply in Guangzhou in 2011
“E——HITEHHHEN

Taikoo Hui Tianhe Swire Properties ~120.000
AT KX K= '
Seasons Mall i
: Tlaznhe _él(_SITﬁI;and 120,000
(portmn)(ﬁﬂﬁ) KA X BEEH
Fashion Tianhe (portion) Tianhe Fashion Group 2200.000
B 5 KT L T35 (R 4) FRAK P 8 SR ’
Zhujiang Suncity Tianhe Paragon Group ~80.000
T BASHL KX R :
Gate 5 Mall Baiyun Jindu Real Estate Development 100.000
5S{SHLTF SFNFS FE#ERSLAl ’
Poly Central Plaza Yuexiu Poly Group ~60.000
HIRTH HMFEX RF = '
Metono Yuexiu Metono ~40.000
EF =) HMFEX INEFREE ’
Source: Knight Frank
ES/HE 37

15



RESEARCH

Americas
Bermuda
Brazil
Canada
Caribbean
Chile

USA

Australasia
Australia
New Zealand

Europe
Belgium

Czech Republic
France
Germany
Hungary
Ireland

Italy

Monaco

Poland
Portugal
Romania
Russia

Spain

The Netherlands
UK

Ukraine

Africa
Botswana
Kenya
Malawi
Nigeria
South Africa
Tanzania
Uganda
Zambia
Zimbabwe

Asia
Bahrain
Cambodia
China
Hong Kong
India
Indonesia
Korea
Macau
Malaysia
Singapore
Thailand
Vietnam

Guangzhou research contacts
Pierre Chan

Director

+86 20 3877 1477
pierre.chan@cn.knightfrank.com

Tara Luo

Office Manager

+86 20 3877 1477
tara.luo@cn.knightfrank.com

Other research contacts

Greater China

Pamela Tsui

Manager

+852 2846 4853
pamela.tsui@hk.knightfrank.com

Shanghai

Regina Yang

Head of Research & Consultancy
+86 21 6445 9968
regina.yang@cn.knightfrank.com

General enquires

East & Central China

Fabian Poh

Director

+86 21 6445 9968
fabian.poh@cn.knightfrank.com

North China

Mark Sullivan

General Manager

+86 10 8518 5758
mark.sullivan@cn.knightfrank.com

South China

Alex Ng

Executive Director

+852 2846 9596
alex.ng@hk.knightfrank.com

Knight Frank Research provides strategic advice, consultancy services and
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