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“The residential leasing market remained active in the
third quarter with serviced-apartment and Grade A
apartment rents rising rapidly.”

Image: Xanadu, Chaoyang district

B No new serviced-apartment projects were handed ™ Only one Grade A apartment project is expected to
over to the market in the third quarter, representing enter the leasing market in the fourth quarter.
the fifth consecutive quarter with no new supply.

B Limited new supply in 2012 is expected to support
W Serviced-apartment, high-end villa and Grade A a rise in occupancy rates and rents in all major
apartment occupancy rates increased by 1.1, 0.8, high-end residential leasing submarkets.
and 0.4 of a percentage point quarter-on-quarter to
88.2%, 90.9% and 88.4% respectively.

W Serviced-apartment and Grade A apartment rents
rose by 2.3% and 5.2% quarter-on-quarter to an
average of RMB178.5 and RMB121.4 per sq m per
month respectively, while high-end villa rents
remained unchanged at RMB122.1 per sq m per
month.
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Leasing market overview

Strong demand in the high-end residential leasing
market was supported by the expansion of
multinational corporations (MNCs) in the third
quarter. Firms such as Hewlett Packard, Daimler,
Benz, General Electric and UBS announced
intentions of setting up new branches in Beijing,
while Microsoft plans to expand its R&D centre.
Increased secondment numbers, as a result,
continued to push up high-end residential rents and
occupancy rates.

Residential leasing market overview, Q3/2011

Rent QoQ Occupancy QoQ
(RMB per sq m change rate change
per month) (%) (%) (%)
Serviced
apartment 178.5 2.4 88.2 11
Serviced
apartment 217.5 3.9 88.7 3.0
(luxury)
Villa 122.1 0 90.9 0.8
Villa (luxury) 152.6 0 95.2 2.2
Grade A
apartment 121.4 5.2 88.4 0.4
Grade A
apartment 145.5 9.1 83.6 0.4
(luxury)

Source: Savills Research & Consultancy
Serviced-apartment market

No new serviced-apartment projects were handed
over to the market in the third quarter, representing
the fifth consecutive quarter with no new supply.
Consequently, the city-wide vacancy rate fell by 1.1
percentage points quarter-on-quarter to 11.8%,
representing a 3.5-percentage point decline year-
on-year. Projects such as Lanson Place, Somerset
Zhongguancun, Lufthansa Apartment and King
Stone International Apartment all saw full or near to
full occupancy rates at the end of the third quarter.

Serviced-apartment rents increased by 2.3%
quarter-on-quarter to an average of RMB178.5 per
sq m per month, representing an 11% increase
since bottoming out in Q1/2010. Meanwhile, luxury
serviced-apartment rents increased by 3.9%
quarter-on-quarter to an average of RMB217.5 per
sq m per month, a high not seen since the end of
2004.
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Serviced-apartment  supply,
vacancy rates, Q1/2004-Q3/2011
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Rental appreciation in the luxury market has
outpaced that of the overall market in recent years,
despite conservative housing budgets, as limited
supply and strong brand-building keeps occupancy
rates for many projects above 95%.

Serviced-apartment rental indices, Q1/2004—
Q3/2011
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Grade A apartment market

The digestion period (the length of time needed to
absorb the outstanding inventory based on the
average transaction volume of the preceding three
months) increased to 7.1 months for Grade A
apartments by the end of June 2011.

Over 200 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.
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The leasing market in the CBD continues to go from
strength to strength as take-up in the office market
picks up pace, with a lot of the expansion/relocation
occurring in the CBD. Popular communities such as
Central Park (CBD) and Park Avenue (Chaoyang), as
well as newer projects like Xanadu (CBD), have all
received strong interest from potential tenants. The
same can be seen in the luxury market with projects
such as Park Hyatt (CBD) and Fortune Heights (CBD)
witnessing strong leasing activity.

Grade A apartment rental index and occupancy
rates, Q1/2004-Q3/2011
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Limited new supply amid strong demand allowed for
rental appreciation. Grade A apartment rents
increased by 5.2% quarter-on-quarter to RMB121.4
per sg m per month, while luxury Grade A apartment
rents increased by 9.1% to RMB145.5 per sq m per
month.

High-end villa market

The city-wide high-end villa market and luxury villa
market saw occupancy rates increase by 0.8 and 2.2
percentage points quarter-on-quarter to 90.9% and
95.2% respectively. Meanwhile, city-wide high-end
villa and luxury villa rents remained at RMB122.1
and RMB152.6 per sq m per month respectively.

High-end villa rental index and occupancy rates,
Q1/2004-Q3/2011
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Project news

Ascott wins contract to manage property in
Beijing

Ascott is reported to have signed a management
contract with Sino-Ocean Land Holding Limited to
operate a building under its serviced-apartment brand,
Somerset, in Wangjing. The 187-unit Somerset
Wangjing Beijing is scheduled to open by the end of
2012 and will be the sixth serviced-apartment project
the Ascott Group manages in Beijing. The project will
include a range of one- to three-bedroom units. With a
limited number of competing projects nearby and
several MNCs located in the Wangjing area, such as
Caterpillar, Siemens and Motorola, the project is
excepted to be warmly received by the market.

Over 200 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.
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Leasing market outlook

No new serviced apartments are expected to be
handed over to the market for the remainder of the
year, representing the first year of no supply since
2003. In 2012, however, 670 units are expected to
be handed over to the market, with projects to be
launched in Wangfujing, North Third Ring Road and
Wangjing.

Gongsan Plaza, located in the Sanlitun area, is
expected to be the only Grade A apartment project
to be handed over in Q4/2011, adding 500 units to
the market. The project, developed by Shimao
Group, includes units ranging from 60-sq m studio
apartments to 140-sq m two-bedroom units.

Robust demand has been and is expected to
continue to be witnessed in the market, putting
upward pressure on occupancy rates in the leasing
market. As the developed world continues to register
anaemic growth amid economic uncertainty, MNCs
are expected to put increasing importance on the
China market within their global operations. Similarly,
rents in the leasing market are also expected receive
upward pressure in the mid to long term.
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