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CONTINUING COOLING MEASURES TO
SUPPRESS HOUSING PRICE GROWTH
IN GREATER CHINA

In the fourth quarter (Q4) of 2017, Grade-A office rents remained stable in major
cities on the Chinese Mainland. Rents in Shanghai are expected to rebound, thanks
to the high affordability of co-working space providers, while rents in Guangzhou will
face downward pressure, given the huge amount of supply in the pipeline. Cooling
measures in the residential market continued in major cities in the Greater China
region, which is expected to suppress home price growth. In the retail market, many
shopping malls will open on the Mainland. Shanghai will likely see a mild increase in
rents, while Guangzhou will face downward pressure.

Grade-A office

In Q4, Shanghai’s Grade-A office rents
remained stable, while the vacancy rate
edged downward due to increasing
demand from co-working companies for
Grade-A space. In Guangzhou, a number
of major office sales transactions were
recorded in emerging business areas.

In Hong Kong, co-working space service
providers continued to expand, actively
leasing Grade-A offices in core business
areas. Meanwhile, the Kowloon East
market was under downward rental
pressure with an influx of new supply. In
Taipei, with no new Grade-A office supply
in the quarter, rents increased slightly,
along with the absorption of existing
stock.

Rents in Shanghai are expected to
rebound in the first quarter (Q1) of 2018
and would remain stable in the coming 12
months. Stock in Pazhou and International
Finance City in Guangzhou will increase
rapidly from 2018, which will push up

the vacancy rate and impose downward
pressure on rents.

In Hong Kong, rents in Central are
expected to rise 2-5% in 2018 due to
limited supply and sustained demand,
while pressure on rents in Kowloon
East will gradually diminish along with
absorption. In Taipei, the vacancy rate
is expected to increase along with the
launch of new office towers, but rents
should remain stable.

Luxury residential

Shanghai’s luxury residential market

saw higher prices and stabilisation in
sales volume in Q4, though purchase
restrictions continued. No new luxury
projects were launched for pre-sale, as
developers were cautious. In Guangzhou,
luxury home sales rebounded, but price
growth narrowed to just 0.2% due to
cooling measures.

In Hong Kong, the primary luxury
residential market was red-hot, with
developers actively launching new
projects before the year end. In Q4, there
were 3,297 luxury residential sales worth
HK$10 million or more, up 9.4% year on
year. In Taipei, the government restated
the continuation of mortgage restrictions
for luxury units, and transaction volume
remained stable in Q4.

There has been no sign of policy
relaxation on the Mainland. Luxury home
prices in Shanghai and Guangzhou

are expected to remain stable or just
slightly increase in 2018. In Hong Kong,
the uptrend in luxury home prices is
expected to continue, rising 8% over
2018, given stable economic conditions
and limited supply. In Taipei, a number
of super luxury projects will be launched
in 2018, which will intensify competition.
The market is expected to see stable
prices with slightly higher transaction
volume.

Prime retail

In Shanghai, nine new shopping malls
opened in Q4, providing nearly 850,000
sgm of retail space in total. However, the
expansion of luxury brands continued

to slow down, with some international
brands even shrinking store sizes. While
two large shopping centres were launched
in Guangzhou, some others were
postponed. The vacancy rate remained
stable and rents rose modestly.

Hong Kong retail sales and visitor arrival
figures remained positive, but the market
lacked major expansion and new entry
plans from retailers, resulting in stable
rents in Q4. In Taipei, most of the stores
presently vacant were surrendered by
apparel tenants, but demand for retail
space was strong from Japanese grocery
stores, banks and accessories shops.

Shanghai is expected to see a further
increase of 3-5% in the average rent of
retail properties in 2018, though the overall
vacancy rate will remain at double-digit
levels. New retail supply in Guangzhou

will remain at a high level, likely resulting

in downward pressure on retail rents. In
Hong Kong, the drop in prime street shop
rents is set to narrow to 5-10% in 2018
after declining 10% in 2017. In Taipei, two
major malls will open in the Xinyi Special
District in 2018 and 2019, which is likely to
draw footfall eastward.
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TABLE 1 - FIGURE 1
Average prices, rents and vacancy rates " Grade-A office prices
City Price (US$ psm) Rental (US$ psm per month) Vacancy rate US$ per sqm
Beijing $7,974 $57.0 5.9% 40000 m Bejing

. I Shanghai
Shanghai $9,671 $45.3 4.3% s5.000| I Guangziou
Guangzhou $6,218 $28.6 10.0% ’ B Hong Kong
Hong Kong $35,885 $77.4 1.6% 40000 Taipei
Taipei $13,685 $27.0 7.5% '

[1] Average prices and rents are not directly comparable among cities due to the different characteristics of

each city.
[2] Prices and rents are calculated on gross floor areas.

TABLE 2

Supply and demand indicators

City Indicators Comments

Beijing ¢ China Overseas International Center + Despite a surge in new supply, the

in Asian-Olympic Area was officially
launched in Q4, providing about
49,000 sgm of Grade-A office space.

*

Two office projects in Wangjing and
Lize are expected to be completed in
Q1 2018.

Shanghai + New Grade-A office supply reached
494,000 sgm, down 24% year on year.

+ The absorption rate was boosted by
the increasing number of co-working
companies taking up Grade-A space.

Guangzhou ¢ YDC Yeede Center, located in the old
town area, was launched, providing
60,000 sgm of office space.
+ A number of major office sales
transactions were recorded in
emerging business areas.

Hong Kong ¢ Co-working space service providers
continued to expand, actively leasing

Grade-A offices in core business areas.

Taipei + There was no new Grade-A office
supply.
¢ The vacancy rate decreased to the
level of a year ago. Net take-up
reached about 16,000 ping.

vacancy rate still dropped, thanks to
strong take-up.

+ Raffles City Tower One in Changning
and World Trade Centre Phases Two
and Three in Pudong Qiantan were
completed.

+ Pazhou and International Finance
City will see a rapid increase in stock
starting 2018.

¢ Vacancy rate and rents across the
city will face considerable downward
pressure.

+ The Kowloon East market was under
downward rental pressure, with an
influx of new supply. We expect the
pressure to gradually diminish along
with absorption.

¢ Nan Shan Plaza will be launched in
the first quarter of 2018, providing
31,800 ping of space.

+ Demand came mainly from the
innovation and technology sectors.
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TABLE 3
Major sales transactions

City District Development Tower / Floor / Unit  Area (sgm) (US; l;'(l:iﬁion) (US$P;:¢:‘esqm)
Shanghai Huangpu Cross Tower En bloc 41,661 $408.8 $9,813
Shanghai Minhang Honggiao Sincere Centre Building 7 En bloc 8,526 $57.0 $6,688
Guangzhou Tianhe Top Plaza High floor unit 177 $1.8 $9,986
Guangzhou Tianhe R&F Yingkai Plaza Low floor unit 968 $8.2 $8,498
Hong Kong Admiralty Lippo Centre Tower 1/ mid floor unit 208 $14.5 $69,867
Hong Kong Admiralty Lippo Centre Tower 1/ low floor unit 170 $8.4 $49,552
L o . . - 14-16" floors &
Taipei Xinyi President International Building 18" floor units 7,758 $113.6 $14,640
TABLE 4

Major leasing transactions

Monthly Rental Monthly Rental

City District Development Floor / Unit Area (sqm) (USS) (US$ per sqm)
Beijing Chaoyang Taikang Financial Tower n/a 2,100 $114,581 $54.6
Beijing Chaoyang China Central Place Tower 2 units 2,400 $121,728 $50.7
Shanghai Jing'an One Museum Place 3 and 5™ floor units 5,600 n/a n/a
Shanghai Pudong Hang Seng Bank Tower 29" floor unit 300 n/a n/a
Guangzhou Tianhe R&F Yingkai Plaza High floor unit 439 $13,495 $30.7
Guangzhou Tianhe Global Metropolitan Plaza Mid floor unit 550 $16,484 $30.0
Hong Kong Central The Center Mid floor 2,274 n/a n/a
Hong Kong Central Bank of China Tower Mid floor 2,640 n/a n/a
Taipei Xinyi Cathay Landmark 39-40'" floors 4,449 $162,343 $36.5
Taipei Nanjing Fuxing Hung Sheng IFC 2n and 15" floors 3,955 $120,274 $30.4

Note: All transactions are subject to confirmation.

TABLE 5
Outlook (Q1 2018)

OUTLOOK

' The rapid expansion of co-working space in
City Price Rental | major cities in the Greater China region will

Beijing ~ ~ boost Grade-A office demand and support
rental growth.

Shanghai « p | d

Guangzhou L 4 o

Hong Kong p | P |

Taipei 3 p |
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TABLE 6

Average prices, rents and vacancy rates

[1112113]

FIGURE 3
Luxury residential prices

City
Shanghai
Guangzhou
Hong Kong
Taipei

Price (US$ psm)

$18,396
$10,703
$32,173
$14,547

Rental (US$ psm per month)

Vacancy rate

$28.1 8.9%
$22.0 n/a
$57.3 9.2%"0!
$21.3 n/a

[1] Average prices and rents are not directly comparable among cities due to the different characteristics of

each city.

[2] Prices and rents are calculated on gross floor areas.
[3] End-2016 vacancy rate of units over 100 sgm supplied by Rating and Valutation Department, HKSAR.

TABLE 7

Supply and demand indicators

City Indicators

Shanghai + No new projects were launched

Guangzhou ¢

Hong Kong ¢

Taipei .

for pre-sale.

Luxury home sales decreased to
116,248 sgm, a quarter-on-quarter
drop of 0.4%.

There was no new supply in the
quarter.

Luxury home sales rebounded, up
78.9% quarter on quarter.

There were 3,297 luxury residential
sales worth HK$10 million or more
during the quarter, up 9.4% year
on year.

No luxury projects from major
developers were launched for pre-
sale in the quarter.

Demand remained limited, mainly
from end-users.

Comments

*

*

*

New project launches were delayed by
cautious developers.

The market was active in the last two
weeks of Q4, recording a transaction
volume of 30,000 sgm.

With purchase restrictions continuing,
luxury home prices rose a marginal 0.2%
quarter on quarter.

Luxury home sales are expected to
remain stable, while prices should drop
moderately.

The primary luxury residential market
was red-hot, with developers actively
launching new projects before the year
end.

A number of super luxury projects will
be launched in 2018, which will intensify
competition.

The central bank restated the
continuation of mortgage restrictions
for luxury units. Transaction volume
remained stable.

US$ per sqm
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Luxury residential rentals
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TABLE 8
Major sales transactions

. I . Price Price
City District Development Floor / Unit Area (sqm) (US$ million) (US$ per sqm)
Shanghai Pudong Tomson Riviera High floor unit 434 $11.9 $27,539
Shanghai Huangpu The Paragon High floor unit 578 $15.5 $26,777
Shanghai Huangpu Lakeville Luxe High floor unit 276 $6.3 $22,714
Shanghai Jing'an One Majesty High floor unit 360 $7.4 $20,581
Guangzhou Tianhe Poly Whisper Garden High floor unit 115 $1.5 $13,353
Guangzhou Yuexiu Glorious City Garden High floor unit 157 $2.2 $13,705
Hong Kong The Peak Mount Nicholson Tower D / mid floor 425 $77.4 $181,808
Hong Kong Island South 23-39 Blue Pool Road Unit B 427 $43.2 $101,241
Taipei Xinyi Winsing Xinyi 13 floor unit 730 $15.7 $21,581
Taipei Zhongzheng SCSB Renai Building 17t floor unit 284 $3.3 $11,630

TABLE 9
Maijor leasing transactions

. _ . Monthly Rental Monthly Rental
City District Development Tower / Floor / Unit Area (sqm) (US$) (US$ per sqm)
Guangzhou Tianhe Prosperous Palace Mid floor unit 123 $1,383 $11.2
Guangzhou Tianhe The Concordia Mid floor unit 75 $845 $11.3
Hong Kong Island South The Lily Tower 1 /g floor g4 $29,289 $87.6

. Tower 3 / low floor
Hong Kong Pokfulam Bel-Air on the Peak / unit A 176 $15,092 $85.8
Mid-Levels Tower 1/ high floor
Hong Kong Central Tregunter /unit B 216 $15,092 $69.7
Mid-Levels . Block 1 / mid floor
Hong Kong Central Estoril Court / unit A 268 $16,371 $61.0
Taipei Zhongshan Fair of Tomorrow 14th floor unit 322 $7,371 $22.9
Taipei Zhongzheng Lichi Chiyu 10th floor unit 393 $8,376 $21.3

Note: All transactions are subject to confirmation.

TABLE 10
Outlook (Q1 2018)

OUTLOOK

\ There are no signs of policy relaxation in the
City Price Rental Greater China region, but luxury residential
. prices in Hong Kong and Shanghai are

L3

Shanghai

expected to increase further.

Guangzhou

t331

”
Hong Kong p
Taipei 3
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TABLE 11 o FIGURE 5
Average prices, rents and vacancy rates Hieel Prime retail prices
City Price (US$ psm) Rental (US$ psm per month) Vacancy rate USS$ per sqm
Shanghai $39,305 $270.5 14.4% 350,000 Shanghai
o B Guangzhou
Guangzhou $44,373 $270.5 4.3% BB Hong Kong
Hong Kong $267,080 $486.9 9.0%% 300,000 Taipei
Taipei $114,549 $206.8 6.4%
250,000
[1] Average prices and rents are not directly comparable among cities due to the different characteristics of
each city.
[2] End-2016 overall vacancy rate supplied by Rating and Valutation Department, HKSAR. 200,000
150,000
TABLE 12
Supply and demand indicators 100.000
City Indicators Comments
50,000
Shanghai * Nine new shopping malls opened in ¢ The new supply totalled nearly 850,000
Shanghai during the quarter. sgm, up 23% quarter on quarter.
* International brands along Nanjing + The expansion of luxury brands 05010 " 2011 " 2012 " 2018 ' 2014 " 2015 ' 2016 ' 2017 "
West Road reduced individual store continued to slow down.
sizes.
Guangzhou ¢ M+park in Tianhe and Aeon Mall + Launches of a number of shopping malls
Foshan Dali in Foshan opened. were postponed. K11 was postponed to FIGURE 6
* Retail properties are attracting March 2018. Prime retail rentals
investment with purchase restrictions ¢ Shopping mall supply will remain huge this
in the residential market and lifted year, putting pressure on retail rents. US$ per sqm per month
threshold for office buying. 900| @ Shanghai
. .. . X . X . B Guangzhou
Hong Kong ¢ Retail sales and visitor arrivals figures * The drop in prime street shop rents is set 800| M Hong Kong
remained positive, but there was limited to narrow to 5-10% in 2018, after a 10% Taipei
major expansion or new entry plans decline in 2017. 200
from retailers.
Taipei ¢ There was no new supply in coreretail  + All current vacant stores were surrendered 600
areas; the vacancy rate in second-tier by apparel tenants more than a year ago.
streets increased slightly. + Demand was strong, with high activity 500
+ Three stores were leased in core retail levels involving Japanese groceries stores,
areas, dragging down the vacancy rate banks and accessories shops. 400

to a record low.
300
200 /‘&/

100
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TABLE 13

Major sales transactions
City District Development Floor / Unit (2:;:) (Usgrrir::iﬁion) (US$Ppr<i;'esqm)
Shanghai Minhang Honggiao R&F Centre Level 1 unit 252 $3.9 $15,401
Shanghai Jing'an Suhe Creek Level 1 unit 306 $5.4 $17,658
Guangzhou Yuexiu Si You Xin Ma Lu Road Street shop 300 $4.8 $15,882
Guangzhou Liwan Bao Hua Road Street shop 210 $5.4 $25,616
Hong Kong Mong Kok Richmond Shopping Centre Ground floor / unit A6 6 $1.9 $332,160
Hong Kong Wan Chai Po Wah Building Ground floor / unit A 38 $14.1 $369,363
Taipei Wenshan Wenshan Finanacial Plaza 1st floor unit 1,337 $14.4 $10,775
Taipei Daan Palace of Triomphe 1st floor unit 75 $2.7 $35,820

TABLE 14

Major leasing transactions

Monthly Rental Monthly Rental

City District Development Tower / Floor / Unit  Area (sqm) (US$) (US$ per sgqm)
Shanghai Huangpu Metropolitan Mall Level 1 unit 276 $70,927 $257.0
Shanghai Pudong Century Link Mall Level 1 unit 100 $9,345 $93.4
Guangzhou Yuexiu Dong Chuan Road Street shop 100 $16,907 $169.0
Guangzhou Haizhu Xin Gang West Road Street shop 80 $7,531 $94.0
Hong Kong Mong Kok  Yau Shing Commercial Building Ground floor / unit F 74 $83,135 $1,118.6
Hong Kong  Tsim Sha Tsui Tern Plaza Ground floor / unit 2 75 $42,207 $564.4
Taipei Da'an Xinsh::;g%’;fh' Road 1t floor unit 76 $6,031 $79.6
Taipei Da'an Moena Café 13t floor unit 194 $14,741 $76.1

Note: All transactions are subject to confirmation.

¥ OUTLOOK

Physical retail in Greater China should

Outlook (Q1 2018)

City Price Rental | continue to recover and transform into a

Shanghai P | p | ] | new fqmat combining offline and online
shopping.

Guangzhou p | p |

Hong Kong p | &«

Taipei « o
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&l FIE ERECEAR 17TBEIT 284 $3.3 $11,630
ES)

FEHERR

WH ES XxE /R St B (EAK) A (£7%) (BT
I KA B R E REET 123 $1,383 $11.2
I XA PR T E RERT 75 $845 $11.3
gt mX The Lily 1E/SE/2 B 334 $29,289 $87.6
it L7 W EME-EE 3E/RE/BITA 176 $15,092 $85.8
b= i:4 2B 1T I I AR 18 18] 1E/SE/2 B 216 $15,092 $69.7
& L EHAE 1E/RE/BTA 268 $16,371 $61.0
ait Bl AR 142 8T 322 $7,371 $22.9
ait HIE 77 B LA 10B 2T 393 $8,376 $21.3

AR B FER.

R+ 25

R Z (Q12018) o e EE

W #rix . ] f KRR B R DM, Bt
i 2018 FEHMEBEEMEME LK

.L;ﬁ “ “ ';;zl‘ﬂj o

I P -

giE o -

&ai X 3 -

13



5 7 4

&

=t EE

. Al RZTEZFE2A {1 5 v S A 4
i) M (BEFXET) RA#H(BEAKRET) TEE BEHKET
Lig $39,305 $270.5 14.4% 350,000 mm 35
IR $44,373 $270.5 4.3% -
i $267,080 $486.9 9.0%4 300,000 ot
adt $114,549 $206.8 6.4%
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Lis =17 STHVE D 1R 8T 252 $3.9 $15,401

Lig R A B AT 1R8T 306 $5.4 $17,658

T-Hl WFE FATSHK 4 300 $4.8 $15,882

Tl B TR 4 210 $5.4 $25,616

it B BT HWT/AGS 6 $1.9 $332,160

FiE B EEXE WTR/ASH 38 $14.1 $369,363

=F|4 il MXWER 1% 1E8T 1,337 $14.4 $10,775

=F 4 AR BlhER S 1B8T 75 $2.7 $35,820

F+1

FEHERR

i 7 ) *x/E /R S ER(EHK) AHE(%%) mwes

LiE Bl 2N 1ERT 276 $70,927 $257.0

LiE R 22T 3% 1BERT 100 $9,345 $93.4

T WFE x| B 4 100 $16,907 $169.0

M 3o b il Hh 4 80 $7,531 $94.0

it A IR WT/FE 74 $83,135 $1,118.6

i B b I /255 75 $42,207 $564.4

=F4 AR ERKR=E 1R8I 76 $6,031 $79.6

ait KRR Moena Café 1E8 T 194 $14,741 $76.1
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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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RECENT MARKET-LEADING RESEARCH PUBLICATIONS
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Global Cities 2018 Greater China Shanghai Quarterly North Bund
20182 BRI Quarterly Q3 2017 Report Office Q3 2017 Tk desh
RHFEX 20174 LBEFH#MH2017
B=FERSE B=FERE

Knight Frank Research Reports are available at
FBREBHWEKRMER S, BE AN KnightFrank.com/Research

[m#izEl Follow us on WeChat
i KIEEARIERS

Scan the QR code and tune in to the latest property insights and research from Knight Frank.
[= TN AT, BNTRESEEANRENRRS.

Remarks: Our report offerings have been streamlined to provide more focused reporting, the quarterly Greater China property market
report will be discontinued from Q1 2018. Please refer to our individual city and sector reports for in-depth market analysis.
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© Knight Frank 315 2018

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 material
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.
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AXHRENBRESE, ERENEEPONS, BEREWH BRGNS, HZHBRP. BT LR XHEEL EE, &
FEERPEAMIL, EAATFUEAREERXLEARTRERS . AXHERTHOBERTRETERE, BS5TMEIETHEHARS,
AR BEEMAEE.

GLOBAL BRIEFING

For the latest news, views and analysis
on the world of prime property, visit
KnightFrankblog.com/global-briefing
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http://www.KnightFrank.com/Research
http://content.knightfrank.com/research/715/documents/en/shanghai-quarterly-report-office-q3-2017-5075.pdf
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