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rec y mass residential property market which has enjoyed the most spectacular
P receded b idential ket which has enjoyed th |
price surges since the beginning of this year, market's attention has predominantly re-focused

tolarge scale commercial property market particularly of en-bloc office propertiesin business
areas during recent months. In reality, in tandemwith low rate environment, liquidity remains

abundant as well as relatively stable economic environment, the office sales market has
posted a significant boom over past months as evidenced by some high profile major deals
with notable multi-billion dollar investment made by veteran investors, such as whole block
of The Wellington in Central and Kwun Tong View in Kwun Tong were sold with respective
transaction price of $3 billion and $1.9 billion.

N ot withholdi ng the fact that a significant amount of capital originally targeted at other
sectors has progressively shifted into the office/commercial market over past years, infact
borne by the enduring favourable interest rates environment and further spurred by visible
growth in rental and demand, positive buying momentum has continued to emerging,

particularly of prime en-bloc and/or multiple floor office/commercial investment properties,
hence significant transaction activities have again very much prevalent. According to our
compiled statistics, for instance, the total number of transactions of office/commercial

properties with purchase price over $1 billion since last year up to May 2017 were 14 while
total transacted consideration was actually in excess of $47.845 billion.

Transaction Records of En-Bloc & multiple floors of
office buildings over $1 Billion During 2016 to May 2017
™ orliﬁ‘l?(ear) District Property co&zﬁﬁ:g;"”
2/2016 Central SBI Centre & No.4 Pottinger Street 158
2/2016 Wan Chai Dah Sing Financial Centre 10
32016 | MongKok Trade a?g&?fﬂ?(ﬁgﬁ%" Tower 591
3/2016 | Causeway Bay TOWER 535 (50% undivided share) 350
7/2016 Hung Hom Cheung Kei Center 450
8/2016 Sheung Wan EIB Centre 1
9/2016 Sheung Wan Golden Centre 4.368
9/2016 Central Multiple floors, Continental Place 1.089
10/2016 Kowloon Bay Junction of Wang %l\ﬂ(ul Eg??iz?d Lam Lee Street 6.528
12/2016 Sheung Wan The Pemberton 1
4/2017 Central Multiple floors, Centinental Place 1.38
5/2017 Kwun Tong Kwun Tong View 1.99
5/2017 Sheung Wan The Wellington 3
5/2017 Kwun Tong Whole block, No.133 Wai Yip Street 2

Sources: TheLand Registry & others
For reference only

Apart from prominent acquisitions such as Dah Sing Financial Centre and Cheung Kel

Center (Formerly One Harbour Gate East Tower) by Mainland consortium for approximately

$10 hillion and $4.5 billion last year, overseas capital management group also entered into
local office market by purchasing, for instance whole block of No.133 Wai Yip Street in Kwun
Tong and EIB Centrein Central. These purchases, are seen asa growing trend over the past
couple of years of overseas equity funds and REITs, who principally originated from North
America and Singapore with long terminvestment purposes have predominated, and almost

focused exclusively on prime office stock in established business districts; certainly displaying

an encouraging level of foreign investment confidence in the local office property market.

What made property investment in Hong Kong really unique was that there has long been
an extraordinary fascination with the quest for capital gains which pre-occupiesinvestors,
both local aswell as overseas, and it is the perceived value upside that is totally reinforcing
this sector, including local large lump-sum commercial property market. In reality, those

veteran property investors and consortiumwere usually in genuine anticipation of reasonable
capital gains on equity over a specific time frame, given the highly geared nature of property

purchases in the medium to longer term. Investors practically spent sometime looking at
achievable current or anticipated future rentals, and therefore the initial and reversionary

yields within a reasonabletime frame. Theincome the property could generatein the meantime

was not only material to the purpose, but also largely within the context of subsidizing the
carrying cost before realizing the capital gains upon sale, if desired, in the future.

To appreciate this, we singularly look at multiple floors of Continental Place in Central
which were successfully re-sold in April for approximately $1.38 billion while the original

transacted pricein September 2016 was $1.089 hillion, yielding the tremendous capital growth

of approximately 27%. This upward price spiral is particularly noticeable when viewing the
potential for capital value appreciation being realized for selected type of local primeinvestment
properties. Besides, perhaps of more significant has been the increasing number of acquisitions
were committed not only by overseas fund management companies and Mainland enterprises
but also by local consortium, hence illustrated the fact that they have gradually replaced
foreign buyers to becoming the active participants in local large scale office investment
property market of |ate.

On the other hand, overall sentiment of strata-title office property market has also been

boosted, particularly over the past few months, by increasing number of significant transactions.
According to our compiled statistics, for instance, the number of transactions of office units
involving purchase price over $100 million during March to May increased by 1.45 times
when compared with preceding three months' period. It is also noticeable that the relatively
high turnover has also corresponded with a further upward price adjustment and capital

values of individual strata-title sales even being able to set new benchmark price. In fact,

following with an increased number of en-bloc office transactions, local investors subsequently
rushed in fromthe sidelines in belief that demand for sub-divided prime offices will remain

strong while capital values will also be able to surge at least in the short to medium term.

As such, the past months featured an increased number of significant transactions with record
high prices. For example, two office unitsin 14th Floor of 9 Queen's Road Central and 41th
Floor of Lippo Centre (Tower 1) were transacted at around $39,800 p.sf. and $39,200 p.si.

in March and April respectively.

Accord ng to Rating and Valuation Department figures, average vacancy rate of Grade A
officesin Hong Kong Island declined to 5.1% in 2016, representing a drop of approximately
0.5% when compared to a year earlier. Thisaside, although property market yields for Grade
Aoffices were hovering around 2.6% in April, reflecting a slide of 0.4% compared to the same
month last year, nonetheless given the declining vacancy rate of prime office property with
the prevailing take-up remaining high, market rents are still envisaged to edge higher, hence
market optimismwill likely persist at least in the short to mediumterm.

Price Index of Grade A & Grade B Office Sector
During Jan 2016 to Apr 2017
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On afurther optimistic note, Hong Kong has continued to see stable economic growth. Given
that the Mainland economy is steadily on track to achieve medium-to-high growth, while the
Hong Kong economy grew significantly by 4.3% in the 1Q of 2017 over a year earlier. And
as completion of Hong Kong-Zhuhai-Macau Bridge as well as Guangzhou-Shenzhen-Hong
Kong Express Rail Link systems|ooms nearer, corresponding with the * One Belt, One Road”
initiative, thereis an ever increasing likelihood that strong occupational demand for office
space from Mainland corporations will be sustained, and the Hong Kong's office property
market should also benefit from continued influx of investment capital from other established
economies as well.

Tosum up, it isanticipated that in terms of average capital values of Grade A accommodation,
the“ availability” aswell asthe“ perceived higher demand”

factorswill certainly provide an increasingly positive
impetus in this market, with every likelihood of
continuous price growth bei n% ableto be further
realized, while the second half of 2017 would
essentially feature as the second stage of the

existing office property boom.
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The overall performance of the mass residential property market has been
impressive, as reflected by significant increase in volume of sales activity in the
secondary market particularly since March. Latest Government figures indicated
that the number of Sale and Purchase Agreements registered in Land Registry
during March to May notably increased by approximately 71% when compared
with the preceding three months' period, translating from 10,915 deals to 18,648
deals. It is noticeable that overall price surges have also been particularly evident,
while individual popular estate type as well as small sized residential unitsin
both urban and non-urban areas have reached benchmark price levels of late.

Increasing number of large scale new developments put up for sale

Our recent analysisrevealed that the sales volume of primary residential properties
in urban areas increased by 97% while in non-urban areas surged by some 41%
during March to May when compared to preceding three months' period. In reality,
one noticeable characteristic of the marketing tactics by certain developersin
recent monthsindicated that they have adopted strategic financial plansto stimulate
sales, coupled with comparatively attractive and flexible payment terms such as
scheduled payment method, stamp duty rebate etc.. In turn, the positive feedback
from new high profile residential launches such as Harbour Glory, Cullinan West
aswell as Eight Regency boosted confidence of both the end-uses and investors
alike. On the other hand, certain banks do seem to possess excess liquidity and
areincreasingly eager to lend mortgage fundsto buyers by dropping their mortgage
rate, which iswithin the margin of around 2% to less than 3%. With such favourable
financial termsand other incentives attached, potential buyers, particularly 'first-
time' home-buyers are tempted to entering the market.

No. of Transactions Analysis for the Primary Residential Market
in Urban & Non-Urban Area
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Secondary market gained strong momentum

Followi ng a short consolidation period since December last year, the secondary
residential sector started to gain strong momentum with comparatively vigorous
activity in the sales market particularly during last three months' period. According
to our compiled data, the number of transaction figures in both urban and non-
urban areaswitnessed a drastic upturn of approximately 80% and 73% respectively
during March to May when compared with preceding three months' period.

Number of Transactions (Non-Urban) ‘

The surgein transaction activity was accompanied by a notable increasein price
in recent months. According to our compiled statistics, average prices of secondary
residential accommodation in both urban and non-urban area observed to have
increased by approximately 4.9% and 6.4% respectively during March to May
when compared to preceding three months' period.

Price Trend and No. of Transactions Analysis for the Secondary
Residential Market in Urban & Non-Urban Area
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Transacted prices seen mixed movement for luxury residential sector

Average transacted prices for selected major luxury buildings in the districts
of Mid-Level Central, Hong Kong South as well as Mid-Level East have seen
mixed movement in recent months. For instance, whilst transacted prices of
Hillshorough Court and Hong Kong Parkview observed an increase of approximately
6% and 13%, Tregunter and The Legend recorded a drop of approximately 7%
and 15% respectively during the aforesaid comparison period.

Intherental context, the luxury leasing market has remained relatively stable with
rents of most analyzed properties have seen signs of modest ascension. For example,
whilst average rent of Clovelly Court in Mid-Level Central has demonstrated a
surge of 2%, transacted rentals of Hong Kong Parkview in Island South have
increased by merely 1%.

The Performance of Luxury Residential Market During Dec 16 - May 17

o Transacted Price ($psf) Rental ($psf) Yields (%

Buildings Des16-Fe 7] Mar -y 17] % Change DesTo-Feb 17 M -Nay 17| % Change Dec-F 17 Mar -May 17] % Change
MID-LEVEL CENTRAL
Tregunter 24.382(22.782| -6.6%| 50.0 | 50.7 | 1.3%| 25 | 2.7 | 8.0%
Hillsborough Court 20,876]22,207| 6.4%]| 50.7 | 51.7 | 1.9%| 2.9 | 2.8 |-3.4%
Clovelly Court N.A. [30,856] N.A.| 51.3 | 52.3 | 2.0%[ N.A. | 2.0 | N.A.
Dynasty Court 24,384]30,537 | 25.2%| 61.7 | 62.3 | 1.0%| 3.0 | 2.4 [20.0%
MID-LEVEL EAST/HAPPY VALLEY
Cavendish Heights 22,848]25,199| 10.3%| 48.3 | 45.3 | -6.1%| 25 | 2.2 [12.0%
The Legend 27,051]22,937-15.2%] 51.7 | 52.7 | 1.9%| 2.3 | 2.8 [21.7%

Leighton Hill N.A. | N.A. N.A.| 61.7 | 62.3 | 1.0% N.A. | NA. | N.A.

Beverly Hill 19,626(20,119| 2.5%| 48.0 | 48.8 | 1.7%| 2.9 29 | 0.0%

HONG KONG SOUTH

Marinella (Apartment) 24,429126,275| 7.6%| 51.7 | 52.0 | 0.6%| 2.5 24 | -4.0%

Residence Bel-Air (Apartment) | 22,065|24,195| 9.7%| 51.7 | 52.0 | 0.6%| 2.8 26 |-7.1%

Redhill Peninsula (Apartment) | N.A. [22,211| N.A.| 47.0 | 48.7 | 35% N.A. | 2.6 N.A.

Hong Kong Parkview 19,084]21578| 13.1%)| 47.7 | 48.0 | 0.6%] 3.0 2.7 110.0%

For reference only.

Noticeable price upsurge for selected popular housing estates

In parallel with the drastic pick-up in transaction activity in the mass residential
market, there has till been an across-the-board price upsurge for 10 popular
private housing estates, namely Taikoo Shing, Heng Fa Chuen, South Horizon,
Mei Foo Sun Chuen, Whampoa Garden, Sceneway Garden, Carribean Cost, City
One Shatin, Lohas Park and Metro Harbourview over the past three months
period. Among these popular housing estates, Sceneway Garden recorded the
most noticeable average pricerise, trandating from $12,053 per sq. ft. to $13,051
per sg. ft., representing a surge of approximately 8.3% during the aforesaid
comparable period. Besides, notable price increment in the range of 5.4% to 6.7%
isalso evident in Caribbean Coast, Metro Harbourview as well as Taikoo Shing.

The Performance of Selected Popular Housing Estates During Dec 16 - May 17
Average Transacted Price ($psf) Average Rental ($psf) Yields (%)

Estates Dec 16- Feb 17) Mar - May 17 | % Change | Dec 16- Feb 17 Mar -May 17| % Change |Dec 16- Feb 17| Mar - May 17
Caribbean Coast 8,828 | 9,421 | 6.7% | 25.0 | 25.0 | 0.0% | 3.4 | 3.2
City One Shatin 13,621]14,137| 3.8% | 38.0 | 38.8 | 2.1% | 33 | 3.3
Heng Fa Chuen 13,912 |14,653| 5.3% | 36.0 | 36.5 | 1.4% | 31 | 3.0
L ohas Park 9,888 |10,536] 6.6% | 23.5 | 24.5 | 4.3% | 2.9 2.8
Mei Foo Sun Chuen 11,408]11,864 | 4.0% | 31.5 | 32.5 [32% | 33 | 3.3
Metro Harbourview 15,227 116,134| 6.0% | 41.0 | 42.0 | 2.4% | 3.2 3.1
Sceneway Garden 12,053]13,051| 8.3% | 31.5 | 32.0 | 1.6% | 3.1 2.9
South Horizons 15,137|15,646 | 3.4% | 34.0 | 36.0 | 5.9% | 2.7 2.8
Taikoo Shing 16,184 117,057 | 5.4% | 41.0 | 41.5 | 1.2% | 3.0 2.9
Whampoa Gar den 13,876/14,331] 3.3% | 34.5 | 355 | 29% | 3.0 | 3.0

For reference only.

Market prospect

In general, we believe that the outlook for the direction of the mass residential
property market will be steered by the levels of end-user fundamental demand,
economic performance of the local economy and more importantly, the movement
of interest rates during the second half of current year. Nevertheless, notwithstanding
any adverse factors that would drastically hamper the relatively sensitive property
market in the near term, the prospects for the mediumto luxury sectorsin particular
is generally viewed to be relatively positive in the presence of tight supply of new
units aswell as sustained demand.



Transaction activity surged significantly

Salesvolumein overall office market was significant over last couple of months,
with active transaction activities not only limited to popular prime office buildings
but also in Grade B office sales market. According to our compiled data, the
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recorded modest upward adjustment during past three months' period. According
to our compiled data, for example, average rental of Lippo Centre and Admiralty
Centreincreased by 7% and 6.1% respectively during the aforesaid comparable
period.

overall sales activity of office sector surged by 1.56 times during March to May The Performance of SeTIecte(CiteF;ere C;Lf;(;es Sl (D }iﬂ;a’]\dgg Sf)ﬂ
. , . . A T ansa rice

when compared to preceding three months' period, translating from 337 deals to Buildings D616 Feb 7] M -Viay 17 | 9% Change | Des 6-Feb 7] Mar - Vlay 17| % Chiange
864 deals. Furthermore, thetotal salesvolume of office premisesinvolving purchase g Queen's Road Central N.A. | 39,801 | NA. 80.0 78.0 2.5%
price of over $50 million increased by 1.43 times, translating from 23 deals to /édmiral?y Cslntre %9,8(1)61 3N -é*o- 2N-/2\0- ggg gg-g 6-124
: : onvention Plaza 5, 1,805 | 27.2% ) . -1.4%
56 deals over the same comparison period. Far East Finance Centre | 38,226 | 36,429 | 4.7% | 850 | 85.0 0.0%
i i i i King Palace Plaza (K.T.) | 10,049 | 10,680 | 6.3% 23.0 23.0 0.0%
Number of Office Transactions Analysis during Jun 2016 - May 2017 Lippo Centre 26,835 | 39.255 | 46.3% 57.0 61.0 7.0%
Rykadan Capital Tower N.A. | 10,600 | NA. 19.0 22.0 15.8%
400 Shun Tak Centre 23,845 | 27,500 | 15.3% 62.0 63.0 1.6%
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| nvestment sentiment intensified in Grade A sector

Grade A office sales activity in traditional business districts heated up during
last couple of months. In fact, notwithstanding the fact that supply of quality stock
being offered in the market is rather limited, market participants are still willing
to procure prime office properties at prevailing price levelsin belief that prime
office valuesin core districts should be able to surge continuously. Furthermore,
although transaction turnover has already began to noticeably increase fromearly
March, it was noteworthy that the widely anticipated successful sale of prime
commercial sitein Murray Road was one of the most important stimulants to the
Grade A market during the past three months' period. In fact, office sales activity
has been further boosted by the sales of sub-divided office floors with higher than
expected selling prices. Typical examples included 41/F., Lippo Centre Block 1
in Admiralty and Unit 01-02, on 14/F., 9 Queen’s Road Central, were sold at
$475.31 million and $145.83 million, translating at around $39,200 per sq. ft.
and $39,800 per sq. ft. respectively.

Price Trend for Major Grade A Offices in Hong Kong Island & Kowloon
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I n the context of rental market, leasing activity of quality office premisesin
traditional business districts remained steady during past couple of months. It is
observed that leasing demand for prime office unitsin core business districtsis
still largely driven by Mainland's corporations, banking and financial institutions
aswell as multi-national companies. Meanwhile, some cost sensitive tenants have
elected to relocate to established business districts, dueto rental gap has widened
considerably between core and non-core business districts. In terms of rental
value context, major Grade A office premisesin traditional business areas have

For reference only.
Subject to Land Registry and others

Active sales activity in Grade B office sector

Apart from strong demand for Grade A office properties, there has been keen
and growing interest in Grade B office sector in locations around the MTR stations
of East Kowloon, as well as office premises along Central/Sheung Wan district
in recent months. In particular, limited supply of quality stock in traditional

business districts has resulted in more investors entering the market to secure
available office premises for long term investment purpose. In reality, average
transacted prices have recorded moderate growth in established business districts
under this category. According to our compiled data, average transacted prices
for selected Grade B office properties in Central/Sheung Wan, North Point,

\\anchai/Causeway Bay, Tsim Sha Tsui/Jordan, Yau Ma Tei and Mongkok increased
across-the-board in the range of 2.5% to 7.4% during the aforesaid comparison
period.

Price Trend for Major Grade B Offices in Selected Districts
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On the other hand, the past three months featured an increased number of new
office salesin decentralized business districts, including Mega Cube in Kowloon
Bay and 650 Cheung Sha Wan Road in Cheung Sha Wan, and these new
devel opments have received fairly good response overall.

Besides, increasing number of strategic as well as institutional investors have
displayed enormous interest in acquiring en-bloc quality office buildings. Typical
examples including The Wellington in Central, Kwun Tong View in Kwun Tong
and On Lan Centre in Central were sold with respective purchase price of $3
billion, $1.99 hillion and $766 million.

Market prospect

In general, the large scale commercial/office sector's performance during past
couple of months can be regarded as impressive. This reflects not only a high level
of overall confidence in the office market, but also transpires that investors are
more willing to commit to long term investment in purchasing properties within
this sector. Nonetheless, it is expected that supply of office premises, particularly
in East Kowloon gradually increase in the foreseeable future, prices as well as
rents of individual office buildings will move within a widen range, depending
on the level of genuine demand arising from the specific buildings amenities and
location as well as the state of overall economic conditions. ®




Hong Kong Tourism Board released that the overall tourism arrivals to
Hong Kong reached 4.77 million in April, representing a surge of approximately
1.9% compared with the same month in 2016. In particular, arrivals from
Mainland China modestly increased in April, while total number of visitors
from short haul markets displayed encouraging growth in Hong Kong's
inbound tourism, indicating a surge of approximately 2.8% over the same
month in 2016. On the other hand, average occupancy rate acrossall categories
of hotelsin April was 89%. According to Census and Statistics Department,
the value of total retail salesin April was estimated at $35.2 billion, edged
up by merely 0.1% over a year earlier.

Modest surgein transaction activity

Theoverall market activity in retail property market increased by approximately
22% during the three months' period of March to May when compared with
preceding three months' period. According to our compiled data, the sales
activity of the prime shop properties located in different districts exhibited
encouraging growth, and in fact, the number of transactions of retail premises
over $50 million significantly surged by 39% over the same comparison
period.

Number of Shop Transactions Analysis during Jun 16 - May 17
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The overall transacted consideration for the overall sales of retail premises
in selected four core shopping districts increased by approximately 87%
during March to May when compared with the preceding three months' period.
It was evident that among the analyzed major shopping districts, Mongkok
recorded drastic increase in transacted consideration while Tsimshatsui
recorded a surge of approximately 56%.

Sizable transactions seen upturn

A further analysis of number of transactions for shop premises sold over
$50 million in major shopping districts during March to May indicated that
there has been renewed momentum in large scale investment activities.
According to our compiled data, a few examples of notable transactions have
taken place during past three months' period. For instance, 1-03/FI. of Albert
House in Aberdeen and Unit A on B/FI. of Thai Kong Building were sold at
$534 million and $510 million in April and May respectively.

Number of Transactions for Shop Premises sold over $50 million in
Five Major Core Districts during Mar - May 17

Causeway Bay (3) Mong Kok (1) YauMaTei 2

Tsim Sha Tsui (1)
Wan Chai (7)

Selected Sizable Shop Transactions During Mar - May 17

I n the retail property rental context, we have seen persistent decreases in
rentsfor primeretail spacein traditional shopping districts. In reality, gradual
increase in vacancy rate and shrinkage rental demand for top-tier shops keep
rents on continuous downward trend, particularly in prime shopping districts
such as Causeway Bay, Mong Kok and even Central. Thisis having a secondary
effect of lowering rental yields for landlords, and therefore further diminishing
the investment appeal of this sector at least in the short term.

Overall Transacted consideration increased

Transacted Consideration for All Retail Premises in Selected
Districts during Jun 16 - May 17

Total Transacted Consideration ($/mil)
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ShopA-B & G on G/F, 1-3/F,, Albert House,
Nos.20-28 Chengtu Road, Aberdeen. $534.00 | (23,408) | $22,813 | 04/17
Portion AA on G/F., Unit A on B/F., Thai Kong Building,
No.482 Hennessy Road, Causeway Bay. $510.00 N.A. N.A. 05/17
ShopA-D on G/F,, Nos.132-134 Fuk Wa Street, Sham Shui Po.| $460.00 N.A. N.A. 04/17
GIF., No.46 Haiphong Road, Tsim Sha Tsui. $416.00 N.A. N.A. 04/17
Shop 1-32 on LG/F. & Shop 1-18 on UG/F,, Tsuen Wan Garden,
Nos. 523 Castle Peek Road, Tsuen Wan. $19800 | NA. | NA. | 0417
ShopAlon G/F, 1-2/F. & Flat Roof adjoining the 3/F.,
Morrison Building, Nos.20-30 Morrison Hill Road, Wan Chai. $172.00 N-A. NA. 04/17*
Shop 2A on G/F. & Shop 2B on G-1/F & M/F,
Nos.2A-2B Argyle Street, Mong Kok. $117.00 NA. NA. 05/17
Shop G7, G40 & G42 on G/F,, Signage area 9,
Kings Wing Plaza 1, No.3 On Kwan Street, Shatin. $10246 | 6,319 | $16,215 | 05/17
Shop 167 on G/F.,, Hong Kong Trade Centre,
No0s.161-167 Des Voeux Road Central, Sheung Wan. $95.00 N.A. N.A. 03/17
GIF. & CL/F,, No.49 Jardine's Bazaar, Causeway Bay. $80.00 N.A. N.A. 05/17*

Subject to Land Registry records.
*P-ASP
For referenceonly.

Market prospect

With uncertainties and worries clouding over the overall retail property
market, this sector will be effectively entrenched in a period of further
consolidation and reflection. Major attributesincluding interest rates movement,
local consumer expenditure pattern aswell as performance of inbound tourism
should serve to influence the pace and degree of recovery in the retail property
market over the second half of 2017. All in all, price and demand for retail
premises would continue to experience downward pressure, particularly of
top-tier retail propertieswhile strategic investorswill remain cautiousin this
market until investment yields become easier to assess.®

Tmportant: Whilst every effort has heen made to ensure the accuracy and completeness of the information and data provided above, no warranty is given by us s to the accuracy or completeness of any such information or data, which are provided strictly for reference purposes only.




