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MAINLAND LUXURY RESIDENTIAL PRICES AND
RENTS FURTHER UP WITH STRONG DEMAND

During the fourth quarter of 2012, luxury
residential markets in major Mainland
cities performed well, with both prices
and rents rising steadily. Sales volumes

in Beijing and Shanghai dropped from the
heady highs of previous quarters, while
developers in Shanghai and Guangzhou
were active in launching new luxury homes,
hoping to meet annual sales target.

Luxury sales are
expected to decline in
the first quarter of 2013,
affected by the Chinese
New Year holiday.

Beijing

The Five-Year Land Supply Plan indicated
that there would be no residential

land supply within the city’s third ring
road until 2015. The scarcity of luxury
residential projects secures their potential
for appreciation. Although luxury sales
dropped from the high levels of previous
quarters, 1,600 homes were sold in the
fourth quarter, a relatively high level for
the past three years. Prices maintained a
steady growth of 2.1%, quarter on quarter,
to reach RMB41,804 per sq m.

The luxury vacancy rate dropped a further
0.3 percentage point to 11.6%— the lowest
level of the last three years. Meanwhile,
monthly rents rose steadily by 2.5% to
RMB158.6 per sq m. Serviced apartments’
vacancy rate continued to fall with higher
rents, while the vacancy rate of luxury
apartments and villas increased marginally
with slightly lower rents.

Following robust sales in the third quarter,
luxury supply dropped over 50% in the

fourth quarter, owing to fewer property
launches. Nevertheless, luxury home
sales area rose 49% during 2012

with strong demand from end-users,
upgraders and buyers who bought real
estate to fight inflation.

Sales are expected to fall in the first quarter
of 2013, as Chinese New Year is traditionally
a slow season. However, due to the overall
market recovery during 2012, home prices
could continue to grow moderately with
steady investment returns.

Shanghai

Shanghai’s luxury residential market
witnessed strong recovery towards end-
2012, with monthly sales rebounding to
about 40,000 sq m, driven by sales in
Xuhui District and Little Lujiazui. However,
sales in the fourth quarter dropped for the
second consecutive quarter, down 5.4%
from the third quarter to 114,000 sq m,
ordown 12.3% from the second quarter,
the sales peak of the year. Luxury prices
also grew for two consecutive quarters,
averaging RMB55,712 per sq m, up 10.3%
quarter on quarter. With an average price
of RMB144,318 per sq m, COFCO Ocean One
in Lujiazui was one of the highest priced
projects in Shanghai in 2012.

Growth in luxury monthly rents slowed

to 0.2%, quarter on quarter, to RMB175.5
per sq m. The occupancy rate rose 1.8
percentage points to 95.7%. Homes rented
for less than RMB20,000 a month enjoyed
strong demand and robust activity.

In the fourth quarter, new luxury supply
reached about 140,000 sq m, up over
100% quarter on quarter. Tishman Speyer
launched 217 apartments in The Springs
in Jiang Wan New Town at RMB44,000 per
sq m on average.

Luxury sales are expected to decline in
the first quarter of 2013, affected by the
Chinese New Year holiday. Luxury homes
in prime areas launched in the second
half of 2012 were well favoured by buyers.
In 2013, luxury prices would maintain
moderate growth, due to sustained
demand in prime areas.

Guangzhou

Since the second half of 2012, Guangzhou’s
luxury property market has experienced a
marked upturn in both sales volume and
prices. During the fourth quarter, sales
volume remained steady for luxury homes
worth above RMB30,000 persqg m. In
October 2012, 271 such homes were sold—
up 19.4% quarter on quarter.

Luxury residential prices averaged
RMB34,011 per sq m, up 9.4% quarter

on quarter, the biggest rise since 2011.
Thanks to demand for residential leases
from international companies, the average
luxury residential monthly rent grew a
further 0.5% from the previous quarter to
RMB123.2 per sq m, the highest level of
the past three years.

During 2012, developers were active

in launching new homes, pushing up
supply levels. Luxury supply in the fourth
quarter grew 53.3% quarter on quarter,
with major projects including Forest Hills
in Tianhe District developed by Sun Hung
Kai Properties (0016.HK) and The Bayview
in Pearl River New Town developed by
Kingold Group. The prices of the latter
reached as high as RMB100,000 per sq m.
The two provided about 200,000 sq m of
residential space to the stock.

In light of the solid rebound during the
second half of 2012, the market is set to
recover further in 2013, with luxury prices
rising 3% in the first quarter and about
10% over the year.
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China’s GDP growth reached 7.8% in
2012, a slide from 9.3% in 2011.

Figure 1
Real GDP growth in China
16%

14.2%
14%

12%

0%

2007 2008 2009 2010 20m 2012

2013F

2014F

Source: National Bureau of Statistics / Economist Intelligence Unit

In October, the Hong Kong government
introduced a 15% Buyer’s Stamp Duty

for all non-permanent residents and
companies buying residential properties
in Hong Kong, and raised the rate of the
Special Stamp Duty, extending its term of
execution to three years.

Figure 2
Required reserve ratio for large banks
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Economic indicator and real estate policies

Table 1
Economic indicators

Latest reading Beijing Shanghai Guangzhou  Hong Kong
0, 0y
GDP growth 2012 S77%  +7.5% Ty v
Total GDP 2.89%
contribution to 2012 3.4% 3.9% (1'_3Q°) n/a
the country
0, 0,
Inflation rate 2012 +3.3% +2.8% *&g\g’ ‘“(%‘ZC§°
Unemployment o . . 3.3%#
rate 201 1.4% 4.2% 2.6% (Oct-Dec 2012)
FDI in real n/a $70M $0.7B $1.1B $726.0B
estate (USD) (2012) (2011) (2010) (2010)
Year-on-year o o
growth in 2012 +14.0%  +20.5% U;Z:ﬁg"v) ”g'cg/"
(utilised) FDI
Year-on-year o o
growth in retail 2012 6% 9.0% O o
sales
Prime lending Dec 2012 6.15%A  615%A  6.15%" 5.00%"
Source: CEIC / National Bureau of Statistics of PRC / Census & Statistics Department of HKSAR
A People’s Bank of China # Provisional * HSBC prime lending rate

Table 2
Major real estate market policies

Policy Policy details EfZ;cttéve apgll?ceasble
The Beijing Non-resident families achieving a Dec 2012 Beijing
government clarified continuous social insurance record of
the ineligibility of five years by making deferred payment
non-residents to buy will not be recognised in homebuyer
homes. eligibility review.
Hangzhou’s Land and When the premium reaches 49%, Oct2012  Hangzhou
Resources Bureau the land will go to developers who
changed the land- construct the most affordable and
bidding method. resettlement housing. This applies

to all land subsequently granted in

major urban areas of Hangzhou.
Nansha in Guangzhou  Nansha will develop two major central Oct 2012 Nansha
will develop two major  business districts with a total area
central business 0f 230,000 sq m in Aoyuan Hai Jing
districts. Cheng and Huahui International Plaza.
Hong Kong introduced  All non-permanent residents and 0Oct2012  Hong Kong
Buyer’s Stamp Duty companies shall pay a 15% BSD for
(BSD) and enhanced buying homes in Hong Kong. The rate
and extended existing  of SSD was raised and its execution
Special Stamp Duty term was extended to three years.
(SSD).
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Table 3

Average prices, rents, vacancy rates and yields [11[2]

City (USPSri;zm) (uss ps?:t(:'lmonth) Vacancy rate Yield
Beijing $6,205 $63.4 3.8% 7.6%
Guangzhou $5,182 $28.6 21.0% 5.2%
Shanghai $7,929 $44.4 5.1% 6.1%
Hong Kong $26,771 $66.5 3.7% 3.0%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be used to
estimate average yields.
[2] Prices and rents are calculated on gross floor areas.

Table 4

Supply and demand indicators

City Indicators Comments
Beijing * Only one new Grade-A office o Grade-A office supply in 2012 was low
building, the 38,000-sq-ft Fortune at 238,274 sq m. Supply continuously
Resource International Center, was dropped in the past five years. Supply
launched in the fourth quarter. could start to rise from 2013, but the
: amount will remain limited.
e Grade-A office vacancy rate rose
0.6 percentage pointto 3.8% inthe e Vacancy rate remained low due to
quarter. The average rent edged limited supply. Rents remained at
up 0.4%. high levels.
Guangzhou e Grade-A office supply in Guangzhou o There were literarlly no new supply of
dropped 20% quarter on quarter. Grade-A offices for sales in the quarter.
o Sales of Grade-A offices decreased e Grade-A office sales declined due to
60% from the previous quarter. rebound in home sales and high office
prices.
Shanghai ¢ Only one Grade-A office building, e The launch of a number of Grade-A
namely Verdant Place, was completed office buildings was delayed to 2013.
in the quarter. The renovated building X X
provided 25,350 sq m of space, o Enterprises, particularly MNCs, were
pushing the total Grade-A office stock cautious in expansion. The market
to 5.46 million sq m. started to shift from a landlord's
market to a tenant's market.
e The average vacancy rate remained
at 5.1%, but rents started to trend
downward.
Hong Kong ¢ Amid new tightening measures o We expect Central office rents to

in the residential market, some
investors shifted to other property
sectors, helping stoke activity in the
office sales market.

drop at most 5% in 2013, a smaller
magnitude compared with 2012. Rental
gap between core and non-core areas
will continue to shrink.

Prime office Peak
rental cycle

M Beijing
M Guangzhou
M Shanghai

Hong Kong Trough

Figure 3
Grade-A office price index
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Major sales transactions
City District Development Floor / Unit Area (sq m) Pri'fe. Price
(USS million)  (USS persqm)
Beijing Chaoyang Wangjing SOHO n/a 300 $2.6 $8,661
Beijing Chaoyang Fenglian Building n/a 7,015 $27.4 $3,908
Guangzhou Tianhe One Bravo High floor unit 5,715 $38.7 $6,780
Guangzhou Tianhe R&F Yingkai Plaza High floor unit 460 $3.5 $7,656
Shanghai Xuhui Magnolia Plaza 23rd-24th floors 3,001 $32.1 $10,695
Shanghai Huangpu Alison International Tower Unit 1102 1,216 $14.6 $12,027
Hong Kong Central Nine Queen’s Road Central 27t floor 1,274 $49.8 $39,108
Hong Kong Central World-wide House Mid-low floor 1,551 $51.6 $33,278
Major leasing transactions
City District Development Floor / Unit Area (sq m) Mont(lijlgsk)ental lnjosn;I:’erIZ:n:)l
Beijing Chaoyang SK Tower 12th floor unit 325 $23,476 $72.2
Beijing Dongcheng Oriential Plaza 11th floor unit 2,000 $89,690 $44.8
Guangzhou Tianhe HNA High floor unit 140 $4,036 $28.8
Guangzhou Tianhe China Shine Low floor unit 120 $3,267 $27.2
Shanghai Huangpu Raffles City 26th floor 3,000 $127,078 $42.4
Shanghai Changning Metro Plaza 27th floor unit 720 $27,344 $38.0
Hong Kong Kowloon Bay One Kowloon 17th and 27th floors 4,274 n/a n/a
Hong Kong Quarry Bay DCH Commercial Centre 7-10th floors 4,831 n/a n/a
Outlook
Grade-A office rents are expected
City Price Rental to remain stable in the first
Beijing ~ =y quarter of 2013 in Beijing and
Guangzhou P | p | Flong Kong.
Shanghai « «
Hong Kong - -
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Figure 5
Table 8 . . ..
. . Luxury residential price index
Average prices, rents, vacancy rates and yields [11[2]
Q12003 =100
400 4
. Price Rental .
City (USS psm) (USS psm per month) Vacancy rate Yield
350 +
Beijing $6,695 $25.4 1.6% 4.6%
Guangzhou $5,447 $19.7 n/a 4.3% 07
Shanghai $8,923 $28.1 4.3% 3.8% 250 1
Hong Kong $31,170 $59.7 9.7%03] 2.4% oo
[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be used to
estimate average yields.
[2] Prices and rents are calculated on gross floor areas. 0
[3] End-2011 vacancy rate of units over 100 sq m supplied by Rating and Valutation Department, HKSAR.
100
AELIERY 50
Supply and demand indicators
[ e e
City Indicators Comments Beijing Guangzhou Shanghai Hong Kong
Q12012 = Q22012 = Q32012 m Q42012
Beijing o Luxury residential supply declined e After the sales peak in the previous
over 50% quarter on quarter. two quarters, most developers had Fiqure 6
. . ) met their 2012 sales target and 9 . . .
. tggggée;'gﬁgptzlrSof;lzsugftce“rqﬁd become inactive in new launches. Luxury residential rental index
. o
1,600 units. o Luxury home sales dropped from the Q12003 =100
peak in the previous quarter, but still 250 -
reached a relatively high level in the
past three years.
Guangzhou e The market rebounded notably in e Developers were active in launching 200
the second half of 2012, boosting new luxury flats, resulting in a 53.3%
developers' convidence in new quarter-on-quarter growth in supply.
launches. X X X . .
e Luxury residential prices hit new high
o Although sales of luxury homes records in the quarter. 150 4
remained stable, home prices
continued to rise.
Shanghai o Shanghai luxury residential supply e The majority of the new supply 100
reached about 140,000 sq m with a involved villas. Developed by
quarter-on-quarter increase of 102%. Greenland Group, Hysun Idea in
Qingpu Xujing brought 46 villas to the
o Luxury home sales dropped another market.
5.4% quarter on quarter to 114,000 50
sq m, but sales prices increased e Robust sales in the Little Lujiazui area
10.3% to RMB55,712 per sq m. pused up luxury prices in the quarter.
Hong Kong e In the quarter, luxury home prices e The government imposed further o
grew 1.4%, while rents remained measures to curb growth of home Beijing Guangzhou Shanghai Hong Kong
stable. Luxury home sales worth prices. Home sales plunged 53.3% Q12012 m Q22012 m Qs 2012 m Qs 2012

HK$10 million or above increased
27.2% quarter on quarter to 2,118.

month on month in December to
3,286, but prices remained stable.
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Table 10

Major sales transactions

Cit District Development Floor / Unit Area (sq m) Price Price

y P q (USS$ million)  (USS per sq m)

Beijing Haidian Vanland Mansion Townhouse 353 $7.2 $20,417

Beijing Chaoyang Palm Spring High floor unit 369 $3.7 $9,983

Guangzhou Tianhe Central park view High floor unit 280 $3.2 $11,326

Guangzhou Tianhe The Cosmos High floor unit 108 $0.7 $6,169
. . Tower 3 / 16th floor /

Shanghai Pudong Shanghai Arch unit 1602 281 $6.3 $22,456
. Tower 1/ 20th floor /

Shanghai Pudong Ocean One unit 2001 391 $8.5 $21,768

Hong Kong Mid-Levels East Opus Hong Kong oth floor 621 $58.7 $94,532

Hong Kong Island South Shouson Peak House 17F 404 $27.2 $67,384

Major leasing transactions

. L . Monthly Rental Monthly Rental
City District Development Floor / Unit Area (sq m) USS) (USS per sq m)
Beijing Chaoyang Upper East Side 8th floor unit 135 $2,402 $17.8
Beijing Chaoyang Estoril Court 4th floor unit 146 $2,563 $17.6
Guangzhou Pearl River City Emperor Mansion High floor unit 146 $2,402 $16.5
Guangzhou Tianhe Central Park View High floor unit 272 $5,606 $20.6

. Kerry Parkside th .
Shanghai Pudong Residences 10th floor / unit 1083 79 $4,084 $51.7
Shanghai Changning  Yanlord Rivierside Garden 22th floor / unit 2202 184 $4,645 $25.2
Hong Kong Island South Burnside Estates House 259 $22,578 $87.2
Residence Bel-Air Phase
Hong Kong Pokfulam 3 - Bel-Air Rise House 431 $30,963 $71.8

Table 12
Outlook (Q12013)

City Price Rental
Beijing N «
Guangzhou P | p |
Shanghai &« P |
Hong Kong &« p |

Outlook

Demand for luxury residential
units is expected to sustain in
major Mainland cities and home

rent could experience further

moderate growth in 2013.
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Table 13 . . P
. : Prime retail price index
Average prices, rents, vacancy rates and yields [1[2]
Q12003 =100
800
Cit Price Rental Vacancy rate Yield
Yy (USS psm) (USS psm per month) y
700 +
Beijing n/a $200.2 9.7% 6.0%
600
Guangzhou $39,950 $262.4 4.0% 6.2%
Shanghai $33,878 $266.3 8.4% 6.3% 500 1
Hong Kong $295,636 $753.4 8.0%03! 2.4%4] oo ]
[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be used to
estimate average yields. 300 4
[2] Prices and rents are calculated on gross floor areas.
[3] End-2011 overall vacancy rate supplied by Rating and Valutation Department, HKSAR.
[4] Overall yield supplied by Rating and Valutation Department, HKSAR. 200 |
Table 14 1001
Supply and demand indicators
0l
Guangzhou Shanghai Hong Kong
City Indicators Comments Q12012 =Q22012 Q32012 Q42012
Beijing ¢ Parkview Green in Dongdagiao e Prime retail supply achieved 907,000 sq Figure 8
was launched in the quarter, m in 2012, the highest level in the past g, . .
providing 56,000 sq m of new five years. Prime retail rental index
retail space. -
P ® Tenant-mix adjustments had been Q12003 =100
¢ Inthe quarter, the vacancy rate of completed in most projects during the 350 1
prime retail properties dropped quarter. The average rent remained stable,
0.3 percentage point to 9.7%. while the vacancy rate edged down slightly.
300 +
Guangzhou e Supply of retail space for sales e Aoyuan Plaza, a large shopping mall in
remained stable, while leasing Panyu, opened and provided 90,000 sq
supply of shopping centre retail m of retail space. 250
space reached 90,000 sq m.
P g e The notable rebound in the residential
e Retail property sales dropped 8% market dragged down retail property 200 |
quarter on quarter, while leasing sales.
activity remained stable.
Shanghai e Four new shopping centres e Two of the four new malls were located 0
opened in the quarter, including in Changning District, both were Japan-
One Prime, Takashimaya, Gloria based department stores.
Department Store and The River o . 1001
Mall Phase I, providing 165,000 e China's largest business-to-consumer
sq m of space. (B20Q) platform, Tmall (tmall.com)
achieved a total sales of RMB19.1 billion 50
o Traditional retailers were facing on 11th Nov (the “Singles Day” in China),
challenges from online shopping four times higher than the annual sales
platforms. of Nextage Department Store in 2011. ol
Beijing Guangzhou Shanghai Hong Kong
Hong Kong ¢ Over 2012, prime retail rents grew  ® The implementation of the third round of Q12012 Q22012 Q32012 Q42012
around 10%, while their capital Quantitative Easing in the US and new
values surged more than 30%. tightening measures in the residential
market helped shore up the retail
property investment sector.




KnightFrank.com.cn

Major sales transactions
City District Development Floor / Unit Area (sq m) Pric.e. Price
(USS million)  (USS per sq m)
Beijing Chaoyang Jianwai SOHO n/a 78 $0.6 $7,633
Beijing Dongcheng Chaoyangmen SOHO n/a 36 $0.3 $9,584
Guangzhou Yuexiu Star Zone 2nd floor unit 10 $0.2 $16,016
Guangzhou Tianhe Grandview Plaza B1 floor unit 58 $1.0 $17,949
Shanghai Zhabei Suhe Creek 1st floor unit 195 $4.3 $22,165
Shanghai Changning Gubei International Garden 1st floor unit 328 $4.3 $13,202
Hong Kong Sheung Wan Sun Fung House Ground floor / unit 1 35 $10.5 $296,029
Hong Kong Quarry Bay Kam Shan Building Ground floor / unit 102 1B 22 $5.5 $246,077
Major leasing transactions
City District Development Floor / Unit Area (sq m) Mont(l:g;ental l:lljo;str:)lzrli:n::)l
Beijing Chaoyang Parkview Green LG1 unit 1,700 n/a n/a
Beijing Xicheng Seasgns Place 3rd floor unit 220 n/a n/a
Shopping Center
Guangzhou Tianhe Tiyu Road East 1st floor unit 205 $19,219 $93.8
Guangzhou Yuexiu Beijing Road 1st-3rd floor unit 210 $38,439 $183.0
Shanghai Huangpu Lippo Plaza 1st floor unit 60 $18,989 $316.5
Shanghai Jing'an Citic Square 2nd floor unit 130 $31,648 $243.4
Hong Kong Mong Kok Sun Kong House Ground floor / unit 4 74 $54,189 $728.2
Hong Kong Tsim Sha Tsui Ha?Sguli'Lé':gnEinguﬁé?;:ha Ground floor 372 $129,020 $347.2

Outlook

Table 17
Outlook (Q12013)

City Price Rental
Beijing & «
Guangzhou P p |
Shanghai & «
Hong Kong P Y

Prime retail rents are expected to
grow further in Guangzhou, while
they are set to remain stable in

Beijing and Shanghai in the first
quarter of 2013.
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Major retail, office and residential areas in
Beijing, Guangzhou, Shanghai and Hong
Kong are shown in the table on the right.

=M. EBMEBRNEERS
. EFHEREEHXKELTFAR.
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Table 18

Retail, office and residential areas in major cities in Greater China

City Major retail area Major office area Major residential area
Beijing CBD CBD CBD
Wangfujing Beijing Financial Street Dongzhimen / Sanlitun
Xidan Lufthansa Lufthansa and vicinity
Dongzhimen East Second Ring Road Beijing Financial Street
Xizhimen Zhongguancun Central Villa District
Zhongguancun
Guangzhou Shangxiajiu Road Tianhe CBD Tianhe CBD
Beijing Road Pearl River New City Pearl River New City
Tianhe Road Tiyu Road West Ersha Island
Tianhe CBD Dongfeng Road Binjiang Road East
Pearl River New City
Shanghai Nanjing Road East Nanjing Road West Nanjing Road West
Nanjing Road West Central Huaihai Road Central Huaihai Road
Central Huaihai Road ~ Xujiahui Xujiahui
Xujiahui Honggiao Gubei
The Bund People’s Square Huashan Road
Lujiazui Jianguo Road
Pudong Riverside
Hong Kong  Central Central The Peak
Causeway Bay Sheung Wan Mid-Levels
Tsim Sha Tsui Admiralty Happy Valley /
Mong Kok Wan Chai / Causeway Bay  Jardine’s Lookout
Tsim Sha Tsui Pokfulam
Kowloon East Island South
Island East
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Knight Frank LLP is the leading

independent global property consultancy.

Headquartered in London, Knight Frank
and its New York-based global partner,
Newmark Knight Frank, operate from
244 offices, in 43 countries, across

six continents. More than 7,067
professionals handle in excess of US$817
billion worth of commercial, agricultural
and residential real estate annually,
advising clients ranging from individual
owners and buyers to major developers,
investors and corporate tenants.

Knight Frank has a strong presence in
the Greater China property markets, with
offices in Hong Kong, Beijing, Shanghai,
Guangzhou and Macau, offering high-
quality professional advice and solutions
across a comprehensive portfolio of
property services.

Our services include:

¢ Acquisitions, Sales & Leasing

¢ Asset Management & Investment
¢ Building and Facilities Management
+ Corporate Residential Services

¢ Development Consultancy

* Government Negotiation

* International Project Marketing

¢ Investment

¢ Landlord Project Services

* Portfolio Optimisation

* Project Management

¢ Research & Consultancy

* Retail Services

* Valuation
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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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