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HIGHLIGHTS
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In Q3, demand for new letting from domestic
companies remained strong. The finance, Information
Technology and high-tech as well as professional
services industries were the key drivers of new office
lets.

Rents of Grade-A office properties in Beijing averaged
RMB378.4 per sqm per month in Q3, a drop of 0.1%
compared to Q2. The average vacancy rate fell 0.3
percentage point to settle at 2.7%. Pre-letting of new
office space remained stable, with a net absorption of
approximately 98,000 sqm.

In Q3, Hopson Fortune Plaza in Xicheng District and
Internet Financial Centre in Zhongguancun of, Haidian
District were launched, adding approximately 85,000
sqm of office space to the market, of which 34,000
sqm was Grade-A.

The average transaction price of Grade-A office
properties decreased a further 1.6% quarter on
quarter to settle at RMB55,913 per sqm, due to a
scarcity of offices available for sale.

In Q4, four new projects are scheduled for
completion in core business areas, including the
CBD, Lufthansa, Beijing Financial Street and
Zhongguancun, adding approximately 219,254
sgm of office space to the market.

The tension caused by limited new supply of and
strong market demand for office space in Beijing
is expected to be relieved after the completion of
approximately 328,573 sqm of new office space
in non-prime locations, such as Wangjing,
Jiangtailu and the area around Olympic Park.

Beijing Grade-A office monitor

Indicator Q3 2014 figure
New supply 34,000 sgm
Rental RMB378.4/sgm/month
Vacancy rate 2.7%

Capital value RMB55,913/sgm
Yield 6.6%

Source: Knight Frank
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¢ In Q3, the GDP in Beijing rose 7.6% year

. . FIGURE 1
on year, of which the real-estate industry . .
) Beijing Grade-A office rental index
occupied 6.6%, compared to 7.3% a year
ago. 2003 Q1=100
165
¢ The finance, Information Technology and 150
high-tech as well as professional services
industries were the key drivers of new 135
office letting demand, of which domestic 120
companies played a dominant role. In 105
contrast, demand from international %0
companies remained relatively weak.
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¢ Among the monitored office submarkets,
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 |2014

the CBD remained outstanding, showing
positive rent growth and a decrease in
the vacancy rate. Demand for new letting
in the CBD came mainly from private
financial and energy companies in Q3.

TABLE 2
Beijing Grade-A office market indicators, Q3 2014

. . . Rent Rent % Vacanc Vacancy rate
* Bel_”ng FlnanCIa| Stl‘eet Contlnued to Submarket (RMB/sqm/ change rate y percentage point

outperform other office submarkets, month) (QoQ) change (QoQ)
achieving the highest rents, while the CBD 421 102 2.0% 11.9
Ez?\st Second Rm'g Road experlenc'ed a Lufthansa 321 o 37% 123
slight decrease in rent growth. Prior to

Financial Street 486 10.2 1.6% 114
the end of the year, some landlords
offered rental discounts or incentives to :Zs: dsec°"d Ring 367 105 2.8% 102
retain or attract quality tenants in order

Zhongguancun 311 - 3.2% 112

to achieve their expected targets.

¢ In Q3, the government expressed its
intention to limit the supply of new office
buildings and hotels within the Fifth Ring
Road. It is expected that office
submarkets in non-prime business areas
could be an alternative for the relocation

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

TABLE 3
Beijing major Grade-A office leasing transactions, Q3 2014

L R Rent
of existing office tenants after the District Building ::::er/ floor / Area (sqm) (RMB/sqm/
implementation of the new rule, along month)
with further expansion of the city and Chaoyang  WFC \;‘//ESt Tower / 3.400 275
improvement in infrastructure in those :

China Central
areas. Chaoyang Place Tower 3/ 12/F 2,229 390
Winland
International oF 2400 732
Xicheng Financial '
Centre
Dongcheng Oriental Plaza E1/3/F 428 400

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



SUPPLY AND DEMAND

¢ In Q3, Hopson Fortune Plaza in Xicheng
District and Internet Financial Centre in
Zhongguancun, Haidian District were
launched, adding approximately 34,000

FIGURE 2
Beijing’s Grade-A office supply, take-up and vacancy rate

sgm and 51,000 sgm of office space to 1500  000sam 4 25%
the market, respectively. _'?':lftf—lip&(TEI)S)

1,200  e—t/zcancy Rate (RHS) 4 20%

¢ In Q4, new prime office supply in the

capital will total 547,827 sqm, of which %00 1 1 B%
219,254 sqm will be provided in core so0 | | 10
locations, including Guanghua SOHO II
(84,050 sgm) in the CBD; E9 (54,581 sqm) 300 L A b H s
in Beijing Financial Street; Avic I (41,623 |
sgm) in Zhongguancun and the Phoenix

; ; ; B N = S R e R R
Media Project (39,000 sgm) in Lufthansa. 2222 %% % %%

Source: Knight Frank

SALES AND INVESTMENT

¢ In Q3, the average Grade-A office price
decreased a further 1.6% quarter on quarter.
Sales were relatively sluggish, due to a
scarcity of offices available for sale, with a 2008 Q1=100
large number of offices being

FIGURE 3
Beijing’s Grade-A office price index

. 240
owner-occupied.
225
) ) ) 210
¢ The drop in the transaction price and 195
paucity in offices available for sale drove up 180
the office yield by 0.6 percentage point to 165
reach 6.6% in Q3. 150
135
* In Q4, the office investment market is 120
expected to witness a further decrease in lgg
transaction prices and a slight increase in B
the yield level, with rent levels relatively 65‘ ﬂ Q 3 a 8‘ Q 3 a 8‘ Q < 65‘ ﬂ 8‘ < 65‘ ﬂ 8‘ < ﬂ 8‘ Q 5 ﬂ 3‘ m
stable and investment activity subdued. 5008 5009 5010 5011 5012 5013 014
Source: Knight Frank
TABLE 4
Beijing major Grade-A office sales transaction, Q3 2014
District Building Tower Area (sqm) Price (RMB/sqm)
Chaoyang Wangjing Poly International Plaza Tower 3 22,000 60,000

Source: Knight Frank
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Regina Yang

Director, Head of Research & Consultancy
Shanghai

+86 21 6032 1728
regina.yang@cn.knightfrank.com

Stephanie Sun

Director, Head of Research & Consultancy
Beijing

+86 10 6113 8022
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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
available at KnightFrank.com.
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