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HIGHLIGHTS

Beijing recorded a 7.9% year-on-year
Gross Domestic Product (GDP)
growth in 2013 Q1, which was 0.9
percentage point faster compared to
the same period of last year, or 0.2
percentage point faster compared to
the national average. The strong lift
in industrial sector highlighted this
quarter, with major drivers from
production of cars, electronic
equipments and medicals.

Beijing Jinyi Building, namely E10
project, in Beijing Financial Street,
was launched in the first quarter,
adding 23,000 sq m of space to the
market. The market vacancy rate
increased 1 percentage point to 4.8%
due to tenant adjustment. The
market had seen the vacancy rate up
for two consecutive quarters.
However, further increase in the rate
is expected to be limited due to
small new supply.

The average rent of Beijing's
Grade-A offices remained
unchanged at RMB 396 per sq m per
month in the first quarter. Rents in
CBD area dipped 1 percentage point,
while vacancy rates went up 2.9
percentage point. Other submarkets
did not seen significant changes in
rents.

Due to effects of Chinese New Year
holiday in the first quarter, both
supply and sales of strata-title
Grade-A and B offices slumped, with
supply dropping 55.3% to 182,849 sq
m, and sales dropping 30.7% to
106,110 sgq m. The average selling
price edged down 1.3% to
RMB31,016 per sq m. The drop in the
average price was due to higher
proportion of transactions in Fengtai,
Yizhuang and other non-core office
areas.

Outlook

China’s GDP growth fell short of
expectations in the first quarter.
However, the slower growth was
revealed to be better balanced, with
the contribution of consumption
outweighing investment in GDP's
growth. In Beijing, the economy
showed a steady growth in the first
quarter, projecting an 8% growth
pace for the entire year.

Rental growth of Beijing Grade-A
offices was the slowest in the first
quarter since late 2010. Although
rents remained at relatively high
levels in the first quarter, it is
expected to fluctuate with changes
in vacancy rates.

Beijing rolled out new control
measures at the end of March to
further tighten control on the
residential market. Partial purchasing
power is expected to shift to the
commercial market, which will push
up the transaction price and volume
of commercial properties. Meanwhile,
due to stagnant rental growth,
capital yields in the office market are
forecasted to decline.

In the second quarter of 2013,
Runshi Centre is expected to be
launched, adding 48,000 sq m of
space to the market.

Rents of Grade-A offices
remained unchanged in the
first quarter. The vacancy
rate edged up for two
straight quarters, which put
pressure on rental growth in
the future.
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The economy in Beijing
showed steady growth in the
first quarter and was
projected to achieve the 8%
annual growth rate target.

MACROECONOMIC

INDICATORS

Gross Domestic Product (GDP) in
Beijing achieved RMB410.12 billion in
the first quarter, an increase of 7.9%
year on year. The GDP growth rate in
Beijing was 0.9 percentage point
faster compared to the same period
of last year, or 0.2 percentage point
faster compared to the national
average.

The industrial sector saw a strong lift
in the first quarter. Major drivers came
from production of cars, electronic
equipments and medicals, which
jumped 38.3%, 22.8%, and 15.3% year
on year, respectively.

Utilised FDI continued with a
double-digit growth pace, up 12.9%
year on year to US$2.4 billion in this
quarter.

Economic indicators, Q1 2013

The consumption market remained
stable. Retail sales went up 9.4% year
on year to RMB200.9 billion. The
growth rate of retails was 4.9
percentage point slower compared to
the previous quarter. Much of the
slowing down can be attributed to the
frugality campaign which hit
conspicuous consumption. However,
consumers remained strongly
confident in economy, with
confidence index going up 5.8
percentage point to 108.9.

Beijing's economy has been growing
steadily, and is considered highly
possible to achieve the 8% annual
growth target.

Economic indicator Figure YoY change (%)
GDP RMB410.1 billion 17.9%
Fixed asset investment RMB104.8 billion 1121%
Real estate investment RMB49.4 billion 19.4%
Import and export value US$103.2 billion 113%
Utilised FDI US$2.4 billion 112.9%

Consumer Price Index (CPI)

103.8 (2012=100)

Source: Beijing Statistics Bureau / Knight Frank
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Vacancy rate edged up for
two consecutive quarters.
However, the up space is
limited due to small new

supply.

SUPPLY AND DEMAND

Beijing Grade-A office supply, take-up and vacancy
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Beijing Jinyi Building, namely E10
project, in Beijing Financial Street,
was launched in the first quarter,
adding 23,000 sq m of space to the
market. The market vacancy rate
increased a further 1 percentage
point to 4.8% due to tenant
adjustment in this quarter.

The occupancy rate in the Financial
Street area remained near 100% and
the newly launched Jinyi Building
was already fully occupied. In the
Lufthansa and Zhongguancun areas,
vacancy rates remained at around
4%.In the CBD area, the vacancy rate
increased 2.9 percentage points to
5.6%.

Due to fast rental increases for
Grade-A offices in Beijing, some
firms moved out core office areas,
which explained the vacancy rate
rose up in two straight quarters.
However, due to small new supply,
the further rising for vacancy rate is
set to be limited.
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Some landlords started tenant
adjustment upon contract
expirations, thanks to the relatively
low vacancy rate of office buildings.
Firms which are willing to pay for
high rents, such as pharmaceutical
companies, investment and
consultant firms, moved in. For firms
with renowned brand names,
landlords may provide rental
discounts to keep them in order to
improve their image, by taking
advantage of the reputation from
tenants.

In the second quarter of 2013,
Runshi Centre in the Lufthansa area
is expected to be launched, adding
48,000 sq m of space to the market.



KnightFrank.com.cn

P9 Knight 3
ha Frank b

Beijing office rents remained
unchanged in the first
quarter, and were facing
downward pressure in the
future.

RENT

Beijing Grade-A office rent index (2003 Q1 = 100)
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The average rent of Beijing's Grade-A
offices was unchanged in the first
quarter of 2013, standing at RMB396
per sq m per month.

The average rent in the CBD area
dipped 1% to RMB439 per sq m per
month. Rents in other submarkets did
not show significant changes, while
vacancy rates up and down slightly.

China’s GDP growth fell short of
expectations in the first quarter.

2007

2008 2009 2010 2011 2012
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However, the growth was better
balanced, with the contribution of
consumption outweighing investment
in GDP’s growth. Office demand
remained strong in Beijing. The
average rent remained at a relative
high level in this quarter. However, the
vacancy rate went up for two straight
quarters, which put pressure on the
rental growth for the future.

Prime office market indicators, Q1 2013

Rent Vacancy rate
% change
Submarket (RMB/ sq m/ ’ 9 Vacancy p.ercentage
(QoQ) Rate points change
month) (QoQ)
CBD 439 11.0% 5.6% 129
Lufthansa 326 10.9% 3.4% 102
Beijing Financial Street 500 0.0% 1.6% 103
East Second Ring Road 364 103% 21% 141
Zhongguancun 322 0.0% 4.2% T12
Source: Knight Frank
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Office supply and sales
slumped during the first
quarter in the traditional low
season. The average selling
price remained stable.

SALES AND INVESTMENT

Beijing primary Grade-A and Grade-B office sales and prices
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Both supply and sales of strata-title
Grade-A and B office slumped in the
first quarter, partially due to effects of
the Chinese New Year holiday.
Strata-title Grade-A and B office sales
reached 106,110 sq m, down by 30.7%
from the previous quarter and the
supply volume dropped by 55.3% to
182,849 sq m. The average selling price
of Grade-A and B primary offices
dropped 1.3% to RMB31,016 per sq m.
The average selling price for single
projects remained stable. The drop in
the average price was mainly attributed
to higher proportion of transactions in
Fengtai, Yizhuang and other non-core
office areas.

In the first quarter, Junan International
in Yizhuang achieved sales volume of
28,437 sq m, which took up 26.8% of
the total quarterly sales volume. Its
average price reached RMB23,000 per
sqm.
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Wangjing SOHO was sold for 15,761
sq m, or a total value of RMB 820
million. The average selling price
remained the same as the previous
quarter of RMB52,000 per sq m.

Beijing rolled out new control
measures at the end of March to
further tighten control on the
residential market. Partial purchasing
power may shift to the commercial
market, which will push up the
transaction price and volume of
commercial properties. Meanwhile,
due to stagnant rental growth, capital
yields in the office market are
expected to decline.
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Selected office leasing transactions, Q1 2013

Source: Knight Frank

Submarket Building Area (sq m) Tenant

CBD WTC Phase III 1,538 Orrick law firm

CBD IFC 6,000 Sunshine Insurance Group
East Second Ring Road  Oriental Plaza 587 Agoda

CBD Kerry Centre 410 Heidrick Struggles

Selected office sales transactions, Q1 2013

L. o Price Price

District Building Area (sq m) .
(RMB million) (RMB/sq m)
Chaoyang Wangjing SOHO 300 15.8 52,795
Xicheng Fuxing Park 273 17.6 64,645
Haidian Zhongkun 626 213 34,027
International Plaza

Fengtai Noble Center 260 7.5 28,876
Source: Holdways / Knight Frank
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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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