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‘Beijing's Grade A office market was handed its first
supply for the year in the third quarter, causing vacancy
rates to rise slightly. Nevertheless, tight overall supply
and strong demand continued to support rental growth,

albeit at a slower rate.”

B Three Grade A office projects were handed over
in the third quarter, adding 165,400 sq m to the
market and ending the two consecutive quarters
without new supply.

m Net take-up decreased by 30% quarter-on-
quarter to 122,300 sq m, largely due to a
shortage of leasable stock.

B Grade A office rents increased by 7.9% quarter-
on-quarter to an average of RMB258.7 per sq m
per month, representing an appreciation of
42.5% year-on-year.

Image: Phoenix Plaza, Lufthansa, Chaoyang district

B New supply pushed the overall vacancy rate up

by 0.4 of a percentage point quarter-on-quarter
to 6.3%. However, new supply was concentrated
in emerging areas and was, therefore, unable to
relieve the tight supply in primary business areas.

B Rents and capital values are expected to

continue to appreciate in the mid term, albeit at a
slower rate, as the introduction of additional
supply continues to dilute demand.
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Market commentary

Following two consecutive quarters with no
additional supply, three projects were launched in
the third quarter, adding 165,400 sq m to the market.
Grade A office rents, however, continued to rise,
albeit at a slower rate, increasing by 7.9% quarter-
on-quarter to an average of RMB258.7 per sq m per
month.

Grade A office market, Q3/2011
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In Q3/2011, three projects were launched, bringing a
total of 165,400 sq m of leasable stock to the market.

Indigo, a 176,000-sq m, mixed-use project
comprising retail, office and hotel components,
added a leasable Grade A office GFA of around
50,000 sq m to the market. The project is located in
Jiuxiangiao, Chaoyang district, near the Wangjing
area, and had an approximate one-third commitment
rate at handover.

Phoenix Place City’s last phase, Towers F and H,
was handed over to the market in the third quarter,
adding 46,000 sq m of lease-only supply to the
market.

China Overseas Property Plaza added 69,400 sq m
of leasable space to the market. The 64-m high
office tower is located on the South Second Ring
Road.

Over the past year, vacant office space in Beijing
has been quickly absorbed by strong demand. As a
result, leasable space has been increasingly scarce,
leading to a quarter-on-quarter fall in net take-up
volume to 122,300 sq m in Q3/2011.

New supply increased the overall vacancy rate by
0.4 of a percentage point quarter-on-quarter to 6.3%.
Located in emerging districts, the new office space
did little to help relieve tight supply in primary
business areas.

CBD rental index, Q1/2000-Q3/2011
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NB: BFS = Beijing Financial Street; ZGC = Zhongguancun

Grade A office rents increased by 7.9% quarter-on-
quarter to an average of RMB258.7 per sq m per
month, representing a 42.5% increase year-on-year.

Non-prime rents, while recording a similar year-on-
year growth rate to the wider market, performed
much stronger in the third quarter, growing 15.2% to
RMB204.9 per sq m per month. Rental growth in
these areas is believed to have been supported by a
shift in take-up amid scarce vacant leasable stock in
primary business districts.
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In the eastern market?, average rents increased by
7.8% quarter-on-quarter to an average of RMB269.9
per sq m per month, while vacancy rates fell by 0.7
of a percentage point to 6.7%. The East Second
Ring Road area reported the highest vacancy rate of
the eastern markets, at 9.5%.

Submarket rents and vacancy rates, Q3/2011
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In the western market?, the vacancy rate fell by 0.8
of a percentage point quarter-on-quarter to 1.5%.
BFS vacancy rates increased 0.8 of a percentage
point quarter-on-quarter to 1.3%, as a handful of
tenants chose to relocate to other parts of Beijing.
ZGC vacancy rates fell by 2.3 percentage points
quarter-on-quarter to 1.7%, with net take-up
reaching 27,500 sq m.

Selection of leasing transactions, Q3/2011
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Source: Savills Research & Consultancy

1 Eastern market: CBD, CBD vicinity, Lufthansa area, East Second Ring Road,
East Chang’an Avenue
2\Western market: BFS, ZGC

In 2009 the Beijing municipal government
commenced planning of a new financial district for
Beijing named the Lize Financial Business District
(FBD). The purpose of the scheme is to maintain the
development of the capital's financial services
industry while relieving current pressure on the BFS
office submarket. The FBD is located in Fengtai
district between the West Second and Third ring
roads. The scheme has a site area of 8.1 sq km, a
planned GFA of approximately 9 million sqg m and an
underground GFA of 2.3 million sq m.

Submarket introduction: Lize Financial Business
District, Fengtai
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The FBD is divided into six phases, with the first
phase, located on the south side, having a total
buildable GFA of 1.29 million sqg m and having
already been cleared by the government. In Q4/2010,
three commercial-zone plots from this first phase,
approximately 233,000 sq m of buildable GFA, were
sold for a total consideration of RMB3.03 billion with
an average accommodation value of RMB13,000 per
sqm.

Land market

In July 2011, eight plots in the core CBD were sold
for a total of RMB20.0 billion, covering a total site
area of 65,500 sq m, with a buildable GFA of
950,000 sg m.
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CITIC group was the biggest purchaser, acquiring
three plots through joint ventures. Samsung Group
was the only foreign buyer, acquiring plot Z2b. The
14 plots (including the plots sold in Q4/2010) are
expected to add 2.1 million sq m of commercial area
(office, retail, serviced apartments and hotels) from
2015 to 2020.

Borui Building, located in the CBD vicinity, is
expected to be the only project to be handed over in
the fourth quarter. The 78,400-sq m, mixed-use
project includes 44,700 sq m of Grade A office
space and a 34,000 sq m retail podium. The timely
completion will bring full-year office supply to
210,000 sq m, representing a 39% decrease year-

on-year.
Market outlook

Due to the scarcity of supply in primary business
districts, average rents and occupancy rates are

Conside
ration
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Leading
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million) expected to continue to climb, discouraging primary
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