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Hong Kong Property Market Insight Q2 2017

Market Overview

Market Highlights

* In Q2, local developers acquired three commercial

development sites in Cheung Sha Wan, Central and

Kai Tak for a total consideration of HKD 51.9 billion.

+ Strong land sale results prompted vendors to
become aggressive on asking prices with a handful
of strata-titled office properties in core areas
transacted at record high unit prices at the building

level.

Buoyed by several en-bloc transactions in Sheung
Wan and Kowloon East, investment volume for
office properties increased two-fold to HKD 7.6
billion in Q2.

« PRC developers remained dominant in the
residential land sales market, winning the land sale
tender of two development sites in Kai Tak and
Tuen Mun for a total of HKD 10.4 billion.

Ahead, office investment volume is likely to be

supported by en-bloc transactions, while
investment activity in Central is expected to be

focused on non-Grade A office properties.

Figure 1

Number of Transactions Over HK$100 million by Sector
and Total Investment Volume (HKS billion)
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Trends & Updates

Economic Overview

The economy continued to perform well,
increasing 4.3% y-o-y in Q1. Property investment
remained robust despite the Hong Kong Monetary
Authority's raising the interest rate by 0.25% in Q2.
Domestic demand also held up with solid private
consumption growth of 3.7% y-o-y in Q1 and a stable
unemployment rate of 3.2%. CPI remained relatively

stable throughout the quarter.

Office Market

The Murray Road Carpark site in Central was sold
to Henderson Land for HKD 23.3 billion, with an
accommodation value of HKD 50,064 per sq ft setting
a new global record high for a government site. Strong
government land sale results prompted vendors to
turn aggressive on asking prices with a handful of
strata-titled office properties in core areas transacted
at record high unit prices at the building level. Notably,
a floor in the high zone of COSCO Tower in Sheung
Wan was sold for HKD 630.0 million with the unit rate
of HKD 30,723 per sq ft setting a new record high in

the area.

Office investment volume increased two-fold to
HKD 7.6 billion on the back of robust demand for
en-bloc non-Grade A office properties especially in
Sheung Wan and Kowloon East. A local investor, for
instance, acquired Kwun Tong View in Kwun Tong
from Phoenix Property Investors for HKD 1.99 billion
(HKD 13,745 per sq ft).

Retail Market

During the quarter, there were five confirmed
retail transactions that were more than HKD 100
million. Among the most notable, a local investor sold
a unit at Lippo Centre in Admiralty for HKD 700
million. Given continued uncertainty in the market,

retailers are approaching the market cautiously.

Table 1

Economic indicators

Q4 16 ’ Q117 12 Month

Outlook
GDP Growth 3.2% 4.3% A 4
CPI Growth 1.2% 0.5% VN
Unemployment Rate 3.3% 3.2% o

Source: Census and Statistics Department

Figure 2

Grade A Office Capital Value (HKD/sf, NFA)
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Residential Market

Despite another round of cooling measures
launched in May, a number of new residential projects
were well received on the back of pent-up demand in
the market. Cheung Kong Property, for instance, sold
99% of 970 units at Ocean Pride in Tsuen Wan within

two weeks after launching the project to the market.

PRC developers remained dominant in the
residential land sales market, winning two
development sites in Kai Tak and Tuen Mun for a
combined HKD 10.4 billion in Q2. PRC developers have
won all five residential sites sold by tender in 2017.
Meanwhile, local developers acquired three
commercial development sites for a total of HKD 51.9

billion.

Outlook

Office investment volume for all of 2017 is likely to
surpass 2016 as several vendors looking to capitalize

on still-positive investment sentiment put their

Table 2

en-bloc properties on the block. Champion REIT
reportedly put the office tower of Langham Place in
Mongkok up for sale. If transacted at the asking price
of HKD 24.5 billion, the building would surpass the
HKD 12.5 billion-sale of Mass Mutual Tower in Wanchai
in 2015 to become the most expensive office building

in the city.

In Central, capital values are expected to surge
against a rising rental market and strong government
land sales results. Given limited availability of saleable
Grade A office stock, investment activity is likely to
focus on non-Grade office properties, especially those

in Sheung Wan.

Meanwhile, retail investment activity is likely to
gain traction as investors are set to re-enter the
property market in anticipation of a recovery brought
about by improving tourist arrivals and hotel
occupancy rates. A local investor, for instance, is
reportedly in the final negotiation to acquire a street
shop in Mongkok for HKD 130 million.

Significant Investment Transactions, Q2 2017

PROPERTY PURCHASER VENDOR SECTOR
Phoenix Propert
Kwun Tong View, Kwun Tong Local Investor In\l/);storz / Office 1,990
Rosedale Hotel, Causeway Bay Bank '?Sr?dhlna ° Hotel 1,800
Butterfly on Hollywood, Sheung Wan Travelodge Alpha Investment Hotel 850
Partners
Hsin Chong Centre, Kwun Tong Local Investor Hsin Chong Group Industrial 760
1/F, Lippo Centre Local Investor Retail 700
House 10, Mount Nicholson, The Peak Local Investor Wheelock Properties Lgxury' 664
/ Nan Fung Group Residential
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Whilst facts have been rigorously checked, DTZ/ Cushman & Wakefield can take no responsibility for any damage or loss suffered as a
result of any inadvertent inaccuracy within this report. Information contained herein should not, in whole or part, be published,
reproduced or referred to without prior approval. Any such reproduction should be credited to DTZ/ Cushman & Wakefield.
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Disclaimer - Citibank

The market data and information herein contained (“Information”) is the product or service of a third party not affiliated to Citibank NA,
Citigroup Inc or Its Affiliates. None of the Information represent the opinion of, counsel from, recommendation or endorsement by
Citibank NA, Citigroup Inc or Its Affiliates, Officers, Employees or Agents.

You may not use the Information for any unlawful purpose or any purpose not expressly permitted hereby. Reproduction of the
Information in any form is prohibited.

This report is provided for general information and educational purposes only.

NO WARRANTY

The Information is provided “as is"”, without warranty of any kind, it has not been independently verified by Citibank NA, Citigroup Inc or
Its Affiliates, Officers, Employees or Agents and use of the Information is at your sole risk. Citibank NA, Citigroup Inc or Its Affiliates,
Officers, Employees or Agents shall not be liable and expressly disclaim liability for any error or omission in the content of the Information,
or for any actions taken by you or any third party, in reliance thereon. The Information is not guaranteed to be error-free, or to be relied
upon for investment purposes, and Citibank NA, Citigroup Inc or Its Affiliates, Officers, Employees or Agents make no representation or
warranty as to the accuracy, truth, adequacy, timeliness or completeness, fitness for purpose, title, non infringement of third party rights
or continued availability of the Information.

LIMITATION OF LIABILITY

IN NO EVENT SHALL CITIBANK NA, CITIGROUP INC OR ITS AFFILIATES, OFFICERS, EMPLOYEES OR AGENTS, BE LIABLE FOR ANY LOSS
OR DAMAGE OF ANY KIND WHATSOEVER (INCLUDING, WITHOUT LIMITATION, ANY SPECIAL, CONSEQUENTIAL, INCIDENTAL OR
INDIRECT DAMAGES, OR DAMAGES FOR LOSS OF PROFITS, BUSINESS INTERRUPTION, AND ANY AND ALL FORMS OF LOSS OR DAMAGE,
REGARDLESS OF THE FORM OF ACTION OR THE BASIS OF THE CLAIM, WHETHER OR NOT FORESEEABLE ) ARISING OUT OF THE USE OF
THE INFORMATION (PROVIDED IN ANY MEDIUM), EVEN IF ANY OF CITIBANK NA, CITIGROUP INC OR ITS AFFILIATES, OFFICERS,
EMPLOYEES OR AGENTS, HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH LOSS OR DAMAGE.
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