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HIGHLIGHTS

Beijing's economy remained steady
in the third quarter of 2013. Gross
Domestic Product (GDP) growth in
Beijing stood at 7.7% year on year,
which was 0.2 percentage point
faster compared to the same period
of last year. Investment in real estate
rose by 9.5% year on year. In
particular, investment in offices
increased by 32.7%. The total area of
new properties sold went up 15.9%
year on year. Sales of offices, in
particular, increased 54.6%, showing
a stronger growth compared to
other property types.

There was no new Grade-A office
supply in the third quarter of 2013.
The market vacancy rate dipped 0.2
percentage point to 3.9% with zero
new supply for two consecutive
quarters. The vacancy rate remained
at a low level.

The average rent of Grade-A offices
in Beijing fell another 0.9% to
RMB384 per sgm per month in the
third quarter due to economic
slowdown. Rents in the CBD and
Lufthansa area dropped 0.6% and
1.5% to RMB426 and RMB321 per
sgm per month respectively. Rents in
other areas remained stable.

The Beijing Grade-A office price
index rose 5.5% in the third quarter
of 2013, with is the 17th straight
quarterly growth since the third
quarter of 2009. Office rents doubled
in the recent three years. During the
same period, the Beijing Grade-A
office price index surged 85%. With
price continuing rising while rents
declining, capital yields dropped 0.2

percentage point to 6.2% in the third
quarter.

Outlook

Uncertainties in the global economy
are set to sustain. China is facing
tough challenges during the
economic structure adjustment
process. Beijing's economy is
expected to maintain the current
growth pace for the rest of the year.

Due to economic slowdown and a
lack of confidence, firms remained
cautious in leasing cost control.
Landlords in core office areas started
to loosen negotiation conditions in
order to retain branded firms.
However, rents remained at relatively
high levels due to the tight
availability of leasable office space.

In the fourth quarter of 2013,
Fortune Financial Center in the CBD
area and World Profit Centre in the
Lufthansa area will be launched in
October, adding 215,000 sgm of
space to the market. Ocean
International Center II located
outside East Fourth Ring Road will
enter the market at the end of the
year, providing 50,000 sqm of office
space. New office supply in the
fourth quarter, totaling around
265,000 sgm, may push up market
vacancy rate and suppress rental
growth.

Beijing’s economy
remained steady in the
third quarter of 2013.
Beijing’'s Grade-A office
rents fell another 0.9%
quarter on quarter, while
the vacancy rate dipped to
3.9%. The average rent is
expected to face
downward pressure in the
fourth quarter due to
around 265,000 sqgm of
new office supply.



KnightFrank.com.cn

P ¥ Knight 5
DdAFrank i

The economy in Beijing
showed steady growth in

the third quarter of 2013.

Online shopping
continued fast growth
trend.

MACROECONOMIC

INDICATORS

Gross Domestic Product (GDP) in
Beijing reached RMB1,376.6 billion for
the first three quarters of 2013, an
increase of 7.7% year on year. The
GDP growth rate in Beijing was 0.2
percentage point faster compared to
the same period of last year.

Fixed asset investment reached
RMB488.1 billion for the first three
quarters of 2013, up 8.2% year on
year. The growth rate increased 0.8
percentage point compared to the
first half year. Investment in real
estate reached RMB241.4 billion, up
9.5% year on year. In particular,
investment in offices rose 32.7% to
RMB39.8 billion. The total area of new
properties sold reached 13.3 million
sgm, up 15.9% year on year. Sales of
offices, in particular, reached 2.2
million sgm, an increase of 54.6%.

Retail sales went up 8.6% year on year
to RMB607.3 billion during the first
three quarters of 2013. The growth
rate remained stable. Online shopping
continued with a fast growth pace.
E-commerce sales of middle to large
retail firms reached RMB63.7 billion,
an increase of 43.5% year on year,
accounting for 10.5% of the total retail
sales in Beijing for the first three
quarters.

In the fourth quarter, uncertainties in
the global economy are set to sustain.
China is facing tough challenges
during the economic structure
adjustment process. The economy in
Beijing is expected to maintain with
the current growth pace for the rest of
the year.

Economic indicators in Beijing, Q1-Q3 2013

Economic indicator Figure YoY change (%)
GDP RMB1,376.6 billion T7.7%
Fixed asset investment RMB488.1billion 182%
Real estate investment RMB241.4 billion 19.5%
Import and export value US$323.2 billion 1 6.8%
Utilised FDI US$7.6 billion T113%

Consumer Price Index (CPI)

Source: Beijing Statistics Bureau / Knight Frank

103.3 (2012=100)
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There was no new supply
of Grade-A offices in the
third quarter. The vacancy
rate dropped 0.2
percentage point to 3.9%.

SUPPLY AND DEMAND

Beijing Grade-A office supply, take-up and vacancy
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There was no new supply of Grade-A
offices in Beijing in the third quarter
of 2013. The vacancy rate dropped
0.2 percentage point to 3.9% and the
net absorption was 19,630 sqm in the
quarter.

In the Financial Street area, the
occupancy rate remained at nearly
100% in the third quarter. In the CBD
area, the vacancy rate declined 0.4
percentage point to 3.8%. While in
the East Second Ring Road area, the
vacancy rate rose by 1.2 percentage
points to 5.2%. In the Lufthansa and
Zhongguancun areas, vacancy rates
dipped 1.1 and 2.0 percentage points
to 3.0% and 2.0% respectively.

With office rents high rising and the
tight availability of leasable space in
core office areas in Beijing, the office
market has started to expand actively
to the surrounding area. Major
emerging office areas include
Tongzhou Office Park, Yizhuang BDA,
Fengtai Science Park and Lize
Financial Business District.
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In addition, the second international
airport will be completed in 2018 in
Daxing. It is expected that a new
office area will be formed around the
new airport area with aviation
convenience.

In the fourth quarter of 2013,
Fortune Financial Center in the CBD
area and World Profit Centre in the
Lufthansa area will be launched in
October, adding 215,000 sqm of
space to the market. Ocean
International Center located outside
East Fourth Ring Road will enter the
market at the end of year, providing
50,000 sqm of office space. New
supply in the fourth quarter, totaling
around 265,000 sgm, may push up
market vacancy rate.
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Due to China’s slowing
economic growth,
Beijing’s Grade-A office
rents fell another 0.9% in

the third quarter.

RENT

Beijing Grade-A office rental index
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The average rent of Beijing's Grade-A Due to economic slowdown and a
offices fell another 0.9% to RMB384 lack of confidence, firms remained
per sgm per month in the third cautious in controlling leasing budget.
quarter. Landlords in core office areas started
to loosen negotiation conditions in
The average rent in the CBD and order to retain branded firms, leading
Lufthansa areas dropped 0.6% and to decreased rents. In the fourth
1.5% to RMB426 and RMB321 per sqm quarter, rents are set to face continual
per month respectively. Rents in other downward pressure with 265,000 sgm
areas did not see significant changes. of new supply entering the market.

Grade-A office market indicators, Q3 2013

Rent Vacancy rate
% change Vacancy .
Submarket (RMB/ sqm/ (QoQ) Rate percentage points
o

month) change (QoQ)
CBD 426 1 0.6% 3.8% 104
Lufthansa 321 1 1.5% 3.0% {11
Beijing Financial Street 490 0.0% 0.0% l16
East Second Ring Road 366 101% 52% T12
Zhongguancun 310 104% 2.0% 120
Source: Knight Frank
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Beijing's Grade-A office
price index rose 5.5% in
the third quarter. Capital
yields declined to 6.2%.

SALES AND INVESTMENT

Beijing Grade-A office price index
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The Beijing Grade-A office price index
rose 5.5% in the third quarter of 2013,
which is the 17th straight quarterly
growth since the third quarter of 2009.
Office rents doubled in the recent three
years, while the Beijing Grade-A office
price index also surged 85% during the
same period.

Multiple en-bloc sale transactions were
recorded in the third quarter. Taiping
Insurance bought The Exchange,
located in the CBD with a gross floor
area (GFA) of 40,988 sqm, for a price of
RMB1.598 billion. Taiping Insurance
also bought Guangan Center Lot B
Office 4 West for RMB3.585 billion. The
project was located in Financial Street
with a GFA of 75,000 sgm. GuangAn
Center Lot B Office 4 East, with a GFA of
10,000 sgm, was bought by Hengtai
Securities for RMB508.5 million. Two
office buildings in Zhongguanchun,
namely IBM Tower and Sillion Valley
Building, were both sold at around
RMB27,000 per sgm in the third
quarter.
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Capital yields in the Grade-A office
market showed a downward trend
with rents decline and price growth. In
the third quarter, capital yields
dropped another 0.2 percentage
point to 6.2%.
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Selected office leasing transactions, Q3 2013

Submarket Building Area (sqm)  Tenant

Yuanyang Office . . . .
CBD 2,500 Minsheng Financial Leasing

Park

. AVIC International
CBD Parkview Green 400
Investment

East Second Ring Road  Full Link Plaza 600 The Jiuzhou Wealth Center

Raycom Infotech .
Zhongguancun Park 510 Nomura Holdings
Source: Knight Frank

Selected office sales transactions, Q3 2013

Price Price
District Building Area (sqm) .
(RMB million) (RMB/sqm)

Dongcheng Oriental Ginza 159 4.2 26,621
Chaoyang Poly International 547 286 52,355

Plaza
Chaoyang Wangjing SOHO 306 16.2 52,866
Haidian Zhongkun 2,071 77.9 37,601

International Plaza
Source: 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.

Our worldwide research reports are also
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