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SUMMARY
Grade A office rental growth slowed in 2013, while mid- to high-end retail rents maintained 
double-digit growth on the back of strong appetite from retailers for prime projects.

 No new supply was handed over 
in Q4/2013, leaving Grade A office 
leasable stock unchanged at 1.1 million 
sq m.

  The city-wide vacancy rate fell by 
1.0 percentage point (ppt) quarter-on-
quarter (QoQ) to 13.4% by the end of 
2013, supported by a shortage of new 
supply.

  Grade A office rents fell by 1.7% 
QoQ to an average of RMB123.2 per 
sq m per month (excluding property 
management fees), up 2.5% year-on-
year (YoY).

 One retail project opened in 
Q4/2013, adding 87,000 sq m of 
leasable space to the market and 
expanding total stock to approximately 
2.0 million sq m by the end of 2013.

  The city-wide vacancy rate rose 
by 1.3 ppts QoQ to 3.4% due to the 
low pre-commitment rates in the newly 
handed over project.

  Mid- to high-end shopping mall 
first-floor rents grew by 2.0% QoQ 
to RMB397.3 per sq m per month, 
representing a YoY growth of 11.3%.

“Limited leasable supply in 2013 
resulted in the lowest Grade 
A office vacancy rates among 
leading second-tier cities.” Joan 
Wang, Savills Research

 Both the Grade A office and mid- to 
high-end office markets are expected to 
witness an increase in supply in 2014, 
with four office buildings and another 
eight retail developments scheduled to 
be launched.

Image: Xinghai Square area, Shahekou district
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Economic overview
Echoing the general economic malaise 
in China, Dalian’s GDP grew at a real 
rate of 9.0% YoY to RMB551.1 billion 
in Q3/2013, the slowest growth in the 
past five years. Fixed-asset investment 
(FAI) totalled RMB527.6 billion in the 
first nine months of the year, up 22.1% 
YoY, while urban residents’ disposable 
income per capita and retail sales grew 
by 10.1% and 13.0% YoY respectively 
during the same period.

Office market
Market commentary
No new supply entered the market 
for the second consecutive quarter; 
consequently supply for FY2013 was 
roughly half of annual supply levels 
recorded between 2010 and 2012. Net 
take-up for the year totalled just 48,000 
sq m, less than 60% of new supply.

Given weaker demand from company 
expansions, several landlords offered 
rental incentives to attract or retain 
existing tenants, leading to the decline 
of Grade A office rents in the fourth 
quarter and full-year rental growth of 
less than 3% in 2013.

Supply, take-up and vacancy rate
No new projects were handed 
over in the fourth quarter, with the 
completion date of one project 
(originally scheduled to be completed 
in Q4/2013) postponed to 2014. As a 
result, Grade A office leasable stock 

supply and just one-third the average 
annual take-up of the previous three 
years. The supply/demand dynamic 
is in stark contrast to the previous 
three years where net take-up roughly 
matched new supply and take-up 
was recorded at an annual average of 
160,000 sq m.

No new supply in the past six months 
allowed the market to absorb the 
vacant space in existing projects, and 
as a result, the city-wide vacancy rate 
fell by 1.2 ppt to 13.4% by the end of 
year compared to Q2/2013, the lowest 
level among leading second-tier cities, 
up 2.2 ppts YoY.

Grade A office rents
Despite limited supply, landlords 
(particularly those in emerging markets) 
lowered their rents to attract or retain 
tenants given the weaker demand 
recorded in the market of late.

Grade A office rents fell by 1.7% in 
Q4/2013 to an average of RMB123.2 
per sq m per month (excluding 
property management fees), with YoY 
growth slowing to just 2.5% from the 
compound annual growth rate (CAGR) 
of 10.0% between 2010 and 2012.

Submarket vacancy rates and rents
Traditional business districts
Renmin Road, Dalian’s oldest business 
district, has the majority of strata-title 
Grade A office buildings over ten years 
old. The low specifications of projects 
in this business area limited landlords’ 
ability to apply rental increments, 
despite the core location, but instead 

GRAPH 1

Supply, take-up and vacancy rates, 2004–2013

Source: Savills Research

remained unchanged at 1.1 million sq 
m. Annual supply in 2013 reached just 
82,000 sq m, the lowest level since 
2010. However, a large amount of 
supply in emerging areas is scheduled 
to be launched in the next few years.

As recently handed over projects 
recorded more leasing transactions, 
net take-up rose to 11,000 sq m 
in Q4/2013 from just 2,500 sq m 
in Q3/2013, with real estate and 
education companies the major 
drivers. Net take-up totalled 48,000 
sq m in 2013, less than two-thirds of 

TABLE 1
Key economic indicators, Jan–Sep 2013

Source: Dalian Statistics Bureau, Savills Research  
*Annualised figure.

Indicator Unit Value YoY growth rate
 (%)

GDP RMB billion 551.1 9.0 (real)

FAI RMB billion 527.6 22.1

Retail sales RMB billion 183.6 13.0

Disposable income per capita (urban)* RMB 30,320.0 10.1

Consumer price index (CPI) Previous year = 100 102.5 2.5

TABLE 2
Grade A office market main indicators, Q4/2013

Source: Savills Research 

Stock
 (sq m)

Vacancy rate 
(%)

Net take-up 
(sq m)

Supply
 (sq m)

Rent
 (RMB per sq 
m per month)

Q4/2013 1,115,000 13.4 11,000 - 123.2

QoQ change (%/ppts) +0 -1.0 +351.8 - -1.7

YoY change (% ppts) +7.9 +2.2 -73.3 - +2.5
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attracts companies with low budgets 
looking for central locations. As 
a result, both rents and vacancy 
rates remain the lowest in the city at 
RMB82.8 per sq m per month and 
1.8% respectively. 

Qingniwa rents fell by 4.7% QoQ to 
an average of RMB143.7 per sq m per 
month, as landlords lowered rents to 
attract tenants during the slow season. 
As a result, the vacancy rate fell by 0.3 
of a ppt QoQ to 7.5% by the end of 
Q4/2013.

Emerging markets
In the fourth quarter, Xinghai Square 
rents fell for the first time since its 
first project was handed over in 2011. 
Grade A office rents fell by 6.1% in 
Q4/2013 to an average of RMB161.0 
per sq m per month, down 0.6% YoY, 
although rents still remain the highest 
in the city. Meanwhile, the vacancy rate 

fell by 1.8 ppts in Q4/2013 to 17.0%.

By the end of 2013, East Harbor Grade 
A office rents remained unchanged 
at an average of RMB138.0 per sq m 
per month, the second highest in the 
city. Meanwhile, the district vacancy 
rate fell by a further 2.3 ppts to 31.1%, 
supported by take-up from financial 
and property companies.

Office market outlook
The Grade A office market, similar to 
many second-tier cities, is expected 
to witness a substantial amount of 
supply in 2014, with four projects 
scheduled to be handed over, 
adding approximately 377,000 sq 
m of leasable space to the market. 
New supply will be mainly located 
in traditional business areas such as 
Qingniwa and emerging markets such 
as Xinghai Square, accounting for 55% 

and 35% respectively.

Given this historical supply peak and 
weaker demand, vacancy rates are 
expected to rise and landlords should 
discount either face rents or rent-
free periods to compete for tenants. 
Projects in emerging markets may offer 
more rental incentives given their non-
mature business environment along 
with the currently high vacancy rates.

Retail market
Market commentary
One new project entered the market 
in Q4/2013, bringing annual supply 
to 287,000 sq m, an historical high. 
Despite this, the mid- to high-end 
retail vacancy rate remained one of 
the lowest among any second-tier city, 
as limited space in traditional retail 
areas combined with steady demand 
from retailers. Mid- to high-end retail 
rents continued to grow as landlords 

TABLE 3

Selected office leasing transactions, Q4/2013

Source: Savills Research 

Company Project Location
GFA

 (sq m)
New lease/

renewal

Poly Real Estate Wanda Centre East Harbour 1,700 New lease

Keyuan Education
Modern Service 

Headquarter 
Building

Others 
(Xi’an Road)

1,300 New lease

TABLE 4

Future office supply, 2014

Source: Savills Research 

Project Office GFA
 (sq m) Submarket

CATIC International Square
中航国际广场 131,000 Xinghai Square

Eton Center Dalian
大连裕景中心 120,000 Qingniwa 

Dalian World Trade Centre
大连国贸中心大厦 86,000 Qingniwa 

Diamond Plaza 
(钻石广场) 40,000 Others

TABLE 5

Mid- to high-end retail market indicators, Q4/2013

Source: Savills Research                                                                                                                

Stock
 (sq m)

Vacancy rate 
(%)

Supply
(sq m)

Rent
 (RMB per sq 
m per month)

Q4/2013 2,035,000 3.4 87,000 397.3

QoQ change 
(%/ppts)

4.5 1.3 - 2.0

YoY change 
(%/ppts)

16.4 0.4 - 11.3

GRAPH 2

Grade A office rental indices, 2004–
Q4/2013

Source: Savills Research 

GRAPH 3

Grade A office submarket vacancy 
rates and rents, Q4/2013 vs Q4/2013

Source: Savills Research 
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in prime retail areas maintained strong 
bargaining power.

Supply and stock
Only one new project, Life Space 
Shopping Centre (乐都汇购物中心) 
opened in Q4/2013, providing 87,000 
sq m of retail space to the market. 
As a result, annual supply in 2013 
reached 287,000 sq m, an historical 
peak. Dalian’s mid- to high-end retail 
stock expanded to approximately 
2.0 million sq m, up 16.4% YoY, 
71% of which was accounted for by 
shopping malls. 

Life Space Shopping Centre
Life Space Shopping Centre held 
its grand opening in November 
2013. Located in Ganjingzi district, 
a non-prime retail area, this project 
was developed by Tesco, a British 
supermarket chain, and has a 
retail GFA of 87,000 sq m. Anchor 
tenants include a 15,000-sq m 
Tesco supermarket and Ownar 
Cinema (奥纳影院). The mall also 
includes fashion, sportswear, F&B 
and children retailers, such as La 
Chapelle, Nike, Adidas, Gangji 
Restaurant (港记茶餐厅) and Pizza 
Hut. This project is the first Life 
Space Shopping Centre in Dalian and 
the fifth in Liaoning province.

Demand and vacancy rates
Slowing retail sales and limited prime 
space hampered luxury and fashion 
(particularly fast-fashion) retailers’ 
expansion plans. In contrast, F&B and 
accessories retailers continued to grow 
rapidly, with many landlords eager to 
introduce such retailers to improve 
footfall and minimise the impact of 
increased competition from online 
shopping.

The city-wide vacancy rate rose by 
1.3 ppts QoQ to 3.4%, as a result of 
the relatively low pre-commitment 
rate in the newly handed over project. 
Despite this, prime retail areas 
including Renmin Road, Qingniwa and 
Xi’an Road witnessed stable or falling 
vacancy rates, as they remained key 
priorities for retailers which were eager 
to penetrate the Dalian market.

Rents
Landlords in prime retail areas 
continued to have strong bargaining 
power given limited leasable space 
combined with retailers’ appetites for 
projects in traditional retail areas. Mid- 
to high-end shopping mall first-floor 
rents consequently appreciated by 
2.0% in Q4/2013 to RMB397.3 per 
sq m per month (excluding property 

Source: Savills Research 

GRAPH 4

Mid- to high-end retail supply and stock, pre-2000–
2013

Source: Savills Research

GRAPH 5

Rental ranges and vacancy rates of major retail 
areas, Q3/2013 vs Q4/2013

management fees), up 11.3% YoY.

All traditional retail districts, including 
Renmin Road, Qingniwa and Xi’an 
Road, witnessed rental appreciations 
ranging from 1.9% to 3.3%, as the 
majority of retailers, particulars those 
from the luxury, fashion, accessories, 
and home and lifestyle sectors, still 
placed priority on prime retail areas 
to open new stores and establish 
their presence, given the mature retail 
environment and large footfall. In 
contrast, emerging areas saw stagnant 
rents as landlords compromised on 
rents to attract tenants.

Retail market outlook
Retail supply is expected to increase 
significantly in 2014, with eight projects 
scheduled to debut, adding 776,000 sq 
m of space to the market and enlarging 
the total retail stock by nearly 40%. 

Of the new supply, approximately 
40% will be located in non-prime 
retail areas. Given the volumes of 
new supply and intense competition 
between landlords for tenants, city-
wide occupancy rates and rents are 
both expected to decrease.

Projects in non-prime retail areas 
are expected to find it challenging 
with retailers, particularly those from 
the luxury, fashion, accessories, and 
watch and jewellery sectors, reluctant 
to expand aggressively in untested 
locations. As a result, average rents 
for the city are expected to decline as 
landlords of non-prime projects offer 
rental incentives to secure healthy pre-
leasing/occupancy rates. Nevertheless, 
landlords in traditional areas should 
continue to increase rents as retailers 
remain eager to enter the market. 
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TABLE 6

Selected retail leasing transactions, Q4/2013

TABLE 7

Future retail supply, 2014

Source: Savills Research

Source: Savills Research

Tenant Trade Project Location GLA (sq m)

Burger King F&B The Metropolis Qingniwa 300

SUNGIVEN FOOD F&B Peace Plaza Xinghai Bay 200

Folli Follie Accessories Parkland Qingniwa 150

J.LINDBERG Fashion Roosevelt Xi'an Road 150

Dr. Martens Accessories Roosevelt Xi'an Road 150

DongTang Dessert F&B Peace Plaza Xinghai Bay 120

Pacific Coffee F&B Roosevelt Xi'an Road 100

Project (EN) Project (CN) GFA (sq m) Location

Central Avenue Shopping Centre 中央大道购物中心 240,000 Xi’an Road

Yi He City 亿合城 150,000 Ganjingzi

Pavilion Shopping Centre 柏威年购物中心 135,000 Qingniwa

Galleria Dalian 大连凯丹广场 101,000 East Harbour

Parkland Bay Outlets 百年城奥特莱斯 61,000 Xigang district

Guotai Ganghui Plaza 国泰港汇广场 40,000 Renmin Road

Kaixuan Plaza 凯旋广场 27,000 Qingniwa

Dalian International Business Centre 大连国际商业中心 21,000 Qingniwa
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