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HIGHLIGHTS

In the fourth quarter (Q4) of 2016, Beijing’s Grade-A
office market witnessed a 0.7-percentage-point
increase in the vacancy rate quarter on quarter (Q-0-Q),
while the average rent dropped by 0.3% Q-0-Q. In

the quarter, leasing demand was underpinned by
companies from the finance, insurance, professional
services, law and internet sectors. The average sales
price of Grade-A office properties declined by 2.0%
Q-0-Q. Meanwhile, two en-bloc office investment
transactions were recorded in Q4.

In Q4, Beijing’s Grade-A office rents
averaged RMB373 per sgm per month,
slightly dipping by 0.3% Q-0-Q. Due
to abundant new supply in the quarter,
the average vacancy rate rose by 0.7
percentage point Q-0-Q to 6.7% (see
Table 1).

Three Grade-A office buildings, with
152,000 sgm of new space, were
launched in the quarter, provided by
Emperor Group Centre in the CBD as well
as Radiance and LSH Centre Phase || B
in the Wangjing submarket (see Table 1).

Some prime office submarkets witnessed
drops in rents as abundant supply
boosted competitions. In addition,

given the economic uncertainty,

tenants became more cautious about

their expansion plans, which slowed
absorptions in the market.

In Q4, the average sales price of Grade-A
offices decreased by 2.0% Q-0-Q to
RMB53,276 per sgm (see Table 1).

Three office projects, located in the CBD,
East Second Ring Road and Asian-
Olympic Area, are scheduled to complete
in Q1 2017, providing approximately
225,200 sgm of prime office space.

Sustained supply is expected to further
push up the average Grade-A office
vacancy rate in Q1 2017. Moreover,
affected by the economic slowdown,
tenants will become increasingly
cost-sensitive and cautious. Moderate
declines in the average rent are expected
in the short term (see Table 1).

TABLE 1
Beijing Grade-A office monitor

Indicator Q4 2016 figure
New supply 152,000 sgm
Rent RMB373 / sgm / month
Vacancy rate 6.7%

Capital value RMB53,276 / sgm

Source: Knight Frank Research
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RENTS

In Q4, several headline leasing
transactions were recorded, involving
corporations from the finance, insurance,
professional services, law and internet
sectors which were the anchor tenants
for new lease, renewal and expansion.

In the quarter, the CBD welcomed a new
office project with a decent pre-leasing
rate, where the vacancy rate slightly rose
by 0.5 percentage point Q-0-Q to 4.5%.
Rents in the CBD averaged RMB430 per
sgm per month, a slight drop of 0.5%
Q-0-Q (see Table 2).

The vacancy rate in Beijing Financial
Street experienced a minor increase

of 0.1 percentage point Q-0-Q to

2.2%, remaining the lowest citywide.
Underpinned by the low vacancy, rents

in Beijing Financial Street continued to
outperform other submarkets, stabilising
at RMB546 per sgm per month (see Table
2).

With the absence of supply and steady
demand, vacancy rates in Lufthansa
and Zhongguancun both recorded a 0.5
percentage point decrease Q-0-Q, with
office inventories further absorbed. The
traditional prime submarkets recorded
rental increments of 0.9% and 1.5%
Q-0-Q respectively (see Table 2).

In Wangjing, a huge amount of new
supply pushed up the vacancy rate

by 2.0 percentage points Q-0-Q to
20.0%. Landlords there started to adjust
leasing strategies in order to accelerate
absorption, so rents went down 1.1
percentage points Q-0-Q to RMB265 per
sgm per month (see Table 2).

Both rents and vacancy rates in East
Second Ring Road and Asian-Olympic
Area experienced a downward trend.
More new space will be launched in these
two submarkets, which will intensify
competition and exert pressure on rental
growth in the future (see Table 2).

P9 Knight %

RESEARCH DAaFrank

FIGURE 1
Beijing Grade-A office rental index
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TABLE 2
Beijing Grade-A office market indicators, Q4 2016
Rent o Vacancy rate
Submarket (RMB/sgm/ Ren’(tQ/:aotfg:;mge Va;:; ey percentage point
month) change (Q-0-Q)

CBD 430 4 0.5 4.5% ™05
Lufthansa 343 0.9 8.5% 4 0.5
Financial Street 546 - 2.2% ™01
East Second o
Ring Road 350 4 0.6 4.8% J 0.4
Zhongguancun 330 ™15 5.5% 4 0.5
Asian-Olympic o
Area 330 4 0.9 6.5% J 0.1
Wangjing 265 J1.1 20.0% n™2.0
Source: Knight Frank Research
TABLE 3
Beijing major Grade-A office leasing transactions, Q4 2016

I - Rent
District Building Area (sqm) (RMB/sqm/month)
Chaoyang Genesis 1,400 480
Chaoyang SK Tower 3,100 290
Dongcheng Tian Run Fortune Center 9,700 345
Haidian Ideal International 3,496 360

Source: Knight Frank Research

Note: All transactions are subject to confirmation



SUPPLY AND DEMAND

In Q4, three new office buildings were
launched, providing 152,000 sgm of new
office space, namely Emperor Group
Centre (47,000 sgm) in the CBD as well
as Radiance (69,000 sgm) and LSH
Centre Phase Il B (36,000 sgm) in the
Wangjing submarket (see Figure 2).

225,200 sgm of new Grade-A office
supply is estimate to be completed in Q1
2017, namely CWTC Phase Il B (62,000
sgm) in the CBD, Hatamen Square
(85,800 sgm) in East Second Ring Road
and Ao Jin Plaza (77,400 sgm) in Asian-
Olympic Area.

FIGURE 2
Beijing Grade-A office supply, take-up and vacancy rate
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Source: Knight Frank Research

SALES AND INVESTMENT

In Q4 2016, The average sales price of
Grade-A office properties dipped by
2.0% Q-0-Q to RMB53,276 per sqgm
(See Figure 3).

Two en-bloc office investment
transactions were concluded in the
quarter, involving BCEG Power Port
Center acquired for RMB520 million and
Kun Yu Riverside Palace office tower
acquired by China National Nuclear
Corporation for RMB1.296 billion.

The conversion of retail or hotel projects
into office usage became increasingly
popular recently, intensifying competition
among landlords aiming for more stable
rental income.

FIGURE 3
Beijing Grade-A office price index
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Source: Knight Frank Research

TABLE 4
Beijing major Grade-A office sales transactions, Q4 2016

Submarket Building ':?{it(;f Area (sqm) Pric:q(::;\/l B/
CBD Zhonghong Plaza 12 2,867 82,525
CBD Damei Central Plaza 20 4,828 59,528
CBD BCEG Power Port Center En-bloc 13,000 40,000

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

Rent: Exclude management fee and other outgoings

HE: AEEYIEREE AR H M H

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

ffrig: SFERE—FYUTIHNAZ 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.

RGMAANMNEBASEUFMEEYLEF, BREARE. #AE. SRIEMNEWTERERRKIER
W THHNFmE RS . ERPEANARNRESEFERAMNZ VNI S NETSHINEE.

RECENT MARKET-LEADING RESEARCH PUBLICATIONS
TR A RIS

ASIA-PACIFIC

CAPITAL MARKETS

Global Cities Chinese Outbound Greater China Asia-Pacific Capital

The 2017 Report Report 2016 Quarterly Q3 2016 Markets Report
July 2016

Knight Frank Research Reports are available at
HS B EKARIRE, BB AN KnightFrank.com/Research

%:[m] Follow us on Wechat

] KIEEBEREKS

> Scan the QR code and tune in to the latest property insights and research from Knight Frank.
Tl ARTRE, BN TRESBEANRESHRRS.

© Knight Frank 315 2017

This document and the material contained in it is general information only and is subject to change without notice. All images are for
illustration only. No representations or warranties of any nature whatsoever are given, intended or implied. Knight Frank will not be liable
for negligence, or for any direct or indirect consequential losses or damages arising from the use of this information. You should satisfy
yourself about the completeness or accuracy of any information or materials.

This document and the material contained in it is the property of Knight Frank and is given to you on the understanding that such mate-
rial and the ideas, concepts and proposals expressed in it are the intellectual property of Knight Frank and protected by copyright. It is
understood that you may not use this material or any part of it for any reason other than the evaluation of the document unless we have
entered into a further agreement for its use. This document is provided to you in confidence on the understanding it is not disclosed to
anyone other than to your employees who need to evaluate it.

AXHRENETIRE—RAY, THENEEMAMERTEN. AEEFRB#ETHE. AXHHART. BESETEAERHARIE
fRo BEE AL AT E RS B S | BIRATINR, RHRBAAFT. FERNETHREER N TN TEIETLE.

AXHRENBRESE, ERENFEPONS, BEREWHBRG NIRRT, HZHARP. BT LAHEEL M-S, &
FESHEPEAMIL, EAATFUEAREERILENTIERS . AXHERTHBERATRETERE, KRS 5TMGILTHHARS,
AR BEEMAEE.

GLOBAL BRIEFING

For the latest news, views and analysis
on the world of prime property, visit
KnightFrankblog.com/global-briefing

RESEARCH & CONSULTANCY
R R EITHR

David Ji 25 iRt

Director, Head of Research &
Consultancy, Greater China
EERAPERMARSEHBEE
+852 2846 9552
david.ji@hk.knightfrank.com

Regina Yang 1% 8

Director, Head of Research &
Consultancy, Shanghai

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

Vincent Li =48

Assistant Manager, Research &
Consultancy, Beijing
IEEHREREEEEIRLE
+86 10 6113 8017
vincentx.li@cn.knightfrank.com

Ocean Ruan [ti¥

Senior Manager, Research & Valuation,
Guangzhou
IR RGN EBEREE

+86 20 3839 6408
ocean.ruan@cn.knightfrank.com

Pamela Tsui &7 %

Senior Manager, Research &
Consultancy, Greater China
KHERARREBDBEREE
+852 2846 4843
pamela.tsui@hk.knightfrank.com

Cliff So F§i5&

Executive Director, Agency &
Professional Advisory Services,
REPro Knight Frank, Taipei

& timE kY
P RE R BRI EI DR
+886 2 8729 8770

cliff.so@repro.knightfrank.com

BEIJING OFFICE LEASING
tREFEAR

Grace Gao 5=

Senior Manager, Commercial Services,
Beijing

B RIBE S REE

+ 86 10 6113 8029
grace.gao@cn.knightfrank.com

Frances Wang T i

Senior Manager, Commercial Services,
Beijing

BRI S REE

+ 86 10 6113 8025
frances.wang@cn.knightfrank.com

P9 Knight
DAFrank
& R

.‘ == Global


http://www.KnightFrank.com/Research
https://kfcontent.blob.core.windows.net/research/1001/documents/en/cnoutbound-report-2016-3554.pdf
https://kfcontent.blob.core.windows.net/research/1001/documents/en/cnoutbound-report-2016-3554.pdf
https://kfcontent.blob.core.windows.net/news/9674/3264-article-1.pdf
https://kfcontent.blob.core.windows.net/news/9674/3264-article-1.pdf
http://www.knightfrank.com/globalcities
http://www.knightfrank.com/globalcities
https://kfcontent.blob.core.windows.net/research/181/documents/en/q32016gc-4200.pdf
https://kfcontent.blob.core.windows.net/research/181/documents/en/q32016gc-4200.pdf

