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Moderate leasing demand saw both serviced apartment and Grade A apartment rents
register positive growth in Q1/2017.

B No new projects launched onto the
serviced apartment market in Q1/2017,
allowing demand to absorb existing
stock.

B City-wide serviced apartment
occupancy rates rose 1.6 percentage
points (ppts) quarter-on-quarter (QoQ)
and 2.8 ppts year-on-year (YoY) to
86.5% by the end of Q1/2017.

B |easing demand in the serviced
apartment market remained relatively
strong, largely backed by a growing
number of domestic professionals and
executives with high rent affordability,
particularly from the finance sector.

Serviced apartment average rental
increased 1.2% QoQ to RMB215.9
per sq m per month by the end of
Q1/2017.

B Soaring housing prices and high
transaction levels in the second-hand
housing market pushed average high-
end apartment rents up 1.8% QoQ to
RMB156.9 per sq m per month.

B Limited supply, coupled with
increased demand due to the
commencement of the international
school system’s spring semester,
caused high-end villa rents to reach
RMB119.6 per sq m per month by the

end of Q1/2017, up 1.7% QoQ and
1.4% YoY.

“The residential leasing market
will see overall demand remain
strong, likely increasing rents
of serviced apartments and
Grade A apartments.” Jack Xiong,
Savills Research & Consultancy
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Serviced apartment
market

No new projects launched onto

the serviced apartment market

in Q1/2017, giving demand an
opportunity to absorb current stock.

Serviced apartment occupancy
rates rose 1.6 ppts QoQ to 86.5%
in Q1/2017, up 2.8 ppts YoY. A
spike in leasing demand after the
Chinese New Year holiday (CNY)
from finance and professional
services companies, particularly
law firms, helped strengthen market
fundamentals. Certain projects
also saw an increase in occupancy
rates, such as Oakwood Serviced
Apartments at the Damei Center
(kB F{f1E) and China World
Century Tower (E 42 /A E), as
they benefitted from the relocation
of tenants from the recently
withdrawn Fraser Residence, which
sold at the end of 2016.

Due to the growing number of
domestic professionals and
executives, especially from the
finance sector, with greater rental
affordability, leasing demand in the
serviced apartment market remained
solid. Serviced apartment average
rents saw an increase of 1.2% QoQ
to RMB215.9 per sq m per month.

High-end residential leasing
market rents

Affected by insufficient new home
supply, the second-hand market
witnessed an uptick in transaction
activity after CNY, with many buyers
purchasing properties for self-use.
Consequently, the number of units
available for lease has declined.
Meanwhile, raised down payment
requirements shifted some potential
buyers to the leasing market, leading
to an increase in leasing demand. As
the supply-demand balance shifted
in favour of the landlords, high-end
apartment rents increased 1.8%
QoQ to RMB156.9 per sq m per
month.
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Serviced apartment supply and vacancy rates,

Q1/2006-Q1/2017
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GRAPH 2

High-end residential leasing market rental index,

Q1/2006-Q1/2017
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Limited supply, coupled with
increased demand due to the
commencement of the international
school system’s spring semester,
caused high-end villa rents to reach
RMB119.6 per sg m per month by
the end of Q1/2017, up 1.7% QoQ
and 1.4% YoY.

Market outlook
Only one new serviced apartment
project is expected to debut in

the remainder of 2017 — Ascott
Riverside Garden (13 18] LL 7K > el AR
% /N B). Meanwhile, Pacific Century
Place serviced apartments, which
originally expected to launch in
1H/2017, may not enter the leasing
market; it is rumoured they will enter
the strata-title market instead.

Leasing demand is expected to
remain strong in Q2/2017, backed
by increasing demand from
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domestic tenants and an increasing
number of potential home buyers
turning to the leasing market in the
face of soaring housing prices in

the city. Average rents of serviced
apartments and Grade A apartments
are forecast to increase steadily.

Diversifying leasing apartment
products

With the state encouraging the
development of the residential

leasing market, the market has
welcomed an increasing variety of
residential projects and services,
including self-operated apartment
brands by renowned developers,
such as “Port Apartment” by Vanke
and “Guan Yu” by Longfor. The city
has also received more affordable
apartments developed by agencies
such as Homelink “Ziroom” and
5i5j “Xiang Yu”, as well as other
entrepreneurial brands like “You+”,
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and “Mofang”. Targetting a younger
generation of urban office worker,
the new apartment types will have
a limited effect on the traditional
serviced apartment market which
appeal to older, middle-class
professionals and executives.
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