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Market Highlights

e Strong investment demand for en-bloc office and industrial properties
pushed up overall transaction volume of commercial assets transacted
at over HKD100 million each by 8.8% g-0-q and 136% y-0-y, amounting
to HKD44.79 billion in Q2.

o Office properties remained the most sought-after commercial asset
class, accounted for about 79% of Hong Kong’s transaction volume
over the quarter, due to limited availability and a resilient rental market.

e There has been a pickup in transaction in the industrial market in Q2,
where transaction volume for industrial properties reached HKD6.06
billion, double the 5-year historical quarterly average. Local investors
remained dominant in the sector, accounting for 84% of transaction
volume in the quarter.

e With transaction volume of commercial property over the first six
months of the year reaching HKD85.97 billion — already half of 2017’s
all-time record of HKD170.58 billion — it is expected that the full-year
transaction volume to be comparable of that of the previous year. Office
properties will likely remain the most sought-after commercial asset
class.

Figure 1
Number of Transactions Over HKD 100 million by Sector and Total Investment
Volume (HKD billion)
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Hong Kong Q2 2018

Economic Overview

The economy maintained positive at 3.7% in Q2 2018 and
unemployment rate remained low and relatively stable at
2.8%. Property investment remained robust, especially in
the luxury sector.

Office Market

Office property accounted for about 79% of Hong Kong'’s
transaction volume over the quarter, reflecting strong
demand for the asset class which continues to be
underpinned by limited availability and a resilient rental
market.

Mainland Chinese investors remained active in
purchasing en-bloc offices, acquiring four buildings for a
combined consideration of HKD25 billion. The lack of
available en-bloc office stock in the city’s core office areas
prompted mainland investors to expand their focus to
decentralized areas of Hong Kong, such as Kowloon East
and Hong Kong East. In the second most expensive office
transaction on record in the city, Jiangsu-based Hengli
Group acquired Cityplaza Three and Four in Quarry Bay
for HKD15 billion. Meanwhile, a joint venture formed by
CC Land Holdings’ chairman and two other local investors
purchased Octa Tower Kowloon Bay for HKD8.0 billion.

Growth in capital values for strata-titled office properties
in Greater Central continued to show no signs of abating
with several transactions in the quarter achieving record
highs. Winland Group acquired a floor each in 9 Queen’s
Road Central (HKD61,800 per sq ft) and Far East Finance
Centre, (HKD61,111 per sq ft). In both cases, it was the
first time that the properties achieved a unit price above
HKD60,000 per sq ft. Meanwhile, a whole floor at World-
Wide House was sold to a local investor for a record high
of HKD44,000 per sq ft. The vendor was able to book a
gross profit of 22% over a 10-month holding period.

Industrial Market

In the industrial market, investment sentiment remained
positive against strong demand amid dwindling inventory
as more such properties are converted to other uses. With
several en-bloc industrial buildings changing hands,
transaction volume for industrial properties reached
HKD6.06 billion in Q2, double the 5-year historical
quarterly average. Local investors remained dominant in
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the sector, accounting for 84% of transaction volume in
the quarter.

Table 1

STATS ON THE GO

Economic Indicators

12-Month

Q118 Q218 Forecast
GDP Growth 4.7% 3.7%* A 4
CPI Growth 1.7% 1.9% [
Unemployment Rate 2.9% 2.8% A

Source: Census and Statistics Department *preliminary figure

Figure 2
Grade A Office Capital Value (HKD/sf, NFA)
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Figure 3

Residential Investment Volume (HKD million) and Number
of Transactions above HKD 100 million
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Outlook

With transaction volume of commercial property over the first six months of the year reaching HKD85.97 billion — already
half of 2017’s all-time record of HKD170.58 billion — it is expected the full-year transaction volume to be comparable of
that of the previous year. Office properties will likely remain the most sought-after commercial asset class against strong
occupier demand for office space and a rental market on the rise. In view of the limited availability of investible stock,
landlords of office properties in Greater Central should remain aggressive on their asking prices, which will in turn support
further growth in capital values in the submarket.

In the industrial market, investors are expected to remain on the lookout for en-bloc buildings, where occupancy and
rental levels are relatively stable.

Table 2
Significant Investment Transactions, Q2 2018
PROPERTY PURCHASER VENDOR SECTOR PRICE(HK$
BILLION)
Cityplaza 3 & 4 Hengli Group Swire Properties En-bloc Office 15.0

CSI Properties/Asia
OCTA Tower Standard International Nan Fung Group En-bloc Office 8.0
Group/Chinese Investor

299 QRC Tenacity Group Local Investor En-bloc Office 2.1
11/F, World-wide House Local Investor Prosp oer One Str.ata—tltled 0.74
Holdings Office
) ) Strata-titled
33/F, Far East Finance Centre Winland Group Local Investor Office : 0.66
. Strata-titled
34/F, 9 Queen’s Road Central Winland Group Local Investor Of:‘iac: e 0.53
o En-bl
Cargo Consolidation Complex Local Investor PAG " O(.: 2.00
Industrial
- En-bloc
Brilliant Cold Storage Phase 2 Local Investor Local Investor . 1.60
Industrial
57-59 Kwok Shui Road China Aoyuan Property |\ sGroup En-bloc 0.95
Group Industrial
3/F, 5-6/F, Harbourfront Landmark N/A Local Investor Retail 1.16

About Cushman & Wakefield

Cushman & Wakefield is a global leader in commercial real estate services, helping clients transform the way people work, shop and live. The firm’s
43,000 employees in more than 60 countries provide deep local and global insights that create significant value for occupiers and investors around the
world. Cushman & Wakefield is among the largest commercial real estate services firms with revenues of $5 billion across core services of agency leasing,
asset services, capital markets, facility services (branded C&W Services), global occupier services, investment & asset management (branded DTZ
Investors), tenant representation and valuation & advisory. To learn more, please visit www.cushmanwakefield.com or follow @Cushwake on Twitter.

Disclaimer

This report has been produced by Cushman & Wakefield for use by those with an interest in commercial property solely for information purposes. It is not
intended to be a complete description of the markets or developments to which it refers. The report uses information obtained from public sources which
Cushman & Wakefield believe to be reliable, but we have not verified such information and cannot guarantee that it is accurate and complete. No warranty
or representation, express or implied, is made as to the accuracy or completeness of any of the information contained herein and Cushman & Wakefield
shall not be liable to any reader of this report or any third party in any way whatsoever. Cushman & Wakefield shall not be held responsible for and shall
be released and held harmless from any decision made together with any risks associated with such decision in reliance upon any expression of opinion
in the report. Our prior written consent is required before this report can be reproduced in whole or in part.
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