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SUMMARY
The Guangzhou residential sales market continued to cool down, while the rental 
market received more support from the government in Q3.

 First-hand residential transaction 
volume decreased 35.8% quarter-on-
quarter (QoQ) to approximately 1.15 
million sq m, down 54.8% year-on-
year (YoY).

  Average residential unit sales 
prices increased 2.1% QoQ to 
RMB19,713 per sq m, down 3.6% 
YoY.

  Downtown1 transaction 
volume decreased 19.3% QoQ 

1 Downtown districts: Yuexiu, Liwan, Haizhu, Tianhe, 
Baiyun.

to approximately 188,200 sq m, 
while average downtown unit sales 
prices increased by 2.6% QoQ to 
RMB37,917 per sq m.  

  Suburban2 transaction volumes 
fell by 38.2% QoQ to 0.96 million sq 
m, while average suburban unit sales 
prices decreased by 3.1% QoQ to 
RMB16,139 per sq m. 

2 Suburban districts: Panyu, Huadu, Nansha and 
Huangpu.

“In Q3/2017, Guangzhou’s residential 
sales market continued to adjust due to 
government regulations. Total transaction 
volume declined dramatically, while 
sales price growth continued to slow 
down. The residential leasing market is 
expected to receive more support, as 
the Guangzhou government aims to 
grant leasing participants similar rights to 
homeowners.”  Robert Ritacca, Savills Research
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Market overview
Guangzhou’s GDP grew 7.3% 
in Q3/2017, decreasing 0.8 of a 
percentage point (ppt) YoY. The 
tertiary (services) industry contributed 
68.9% of the city’s GDP, an increase 
of 0.1 of a ppt YoY. 

City-wide first-hand residential 
transaction volume witnessed a 
sharp decline in Q3/2017. The 
decline was driven by higher 
interest rates and policy controls. 
Policies limiting residential sales 
(implemented approximately 12 
months ago) have effectively 
restricted speculators from entering 
the market. Additionally, many banks 
have raised mortgage rates leading 

GRAPH 1

Residential Transaction Volumes and Prices, Jan 
2009–Sep 2017

Source: Guangzhou Land Resources & Housing Bureau, Savills Research

GRAPH 2

Suburban vs Downtown Transaction 
Volumes and Prices, Jan 2009–Sep 
2017

Source: Guangzhou Land Resources & Housing Bureau, Savills Research

GRAPH 3

Second-Hand High-End and Mid-High 
Residential Price Indices, Sep 2010–Sep 
2017

Source: Savills Research
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to higher lending costs. The higher 
lending costs have kept a significant 
portion of buyers from purchasing. 

Guangzhou was selected to be 
one of the first 12 trial cities for 
residential leasing in Q3. The city 
released its development scheme in 
July. According to the scheme, main 
stipulations and strategies are as 
follows:

1) Public service rights and 
interests of lessee and lessor are 
better protected.
This stipulation proposes to establish 
a better regulation system for the 
leasing market. Protecting public 
rights and the interests of the renter 
and landlord will continue to be 
important issues for residential 
leasing. 

2) Increasing residential rental 
supply to more appropriately 
balanced resident living demands.
2017-2021 Guangzhou Residential 
Land Supply Plan has been released 
in Q3/2017. According to the 
plan, 3200 hectares of land will be 
supplied for residential use, of which 
825 hectares (26%) will be used for 
leasing; 150,000 rental units (20% of 
total) will be supplied.

3) Expanding and accelerating the 
development of leasing industry 
The government will take the 
following measures to support 
industry development:

i. Encourage enterprises to develop 
the long-term leasing apartment 
business

ii. Develop residential leasing industry 
within urban villages1

With regards to the long-term 
development of the residential 
leasing market, there will be 
challenges. 

Firstly, the industry is in its initial 
stages. It currently lacks systematic 
regulation and market standards, 
which can lead to inefficient business 
practices. Secondly, low yields 
(2% or lower in tier-1 cities) and 
long-term returns on investments 
(as much as 70 years to recoup 
investment based on current yields) 
may discourage small- and medium-
sized competitors from entering the 
market. Significant investment is 
needed at the start of the project, 

1Urban villages (Chinese: 城中村; literally: "village in 
the city") are villages that appear on both the outskirts 
and the downtown segments of major Chinese cities, 
including Shenzhen and Guangzhou. They are sur-
rounded by skyscrapers, transportation infrastruc-
tures, and other modern urban constructions. 
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and unlike the sales market, the 
developers cannot recoup costs by 
quickly selling units to the market. 
Finally, many Chinese citizens still 
have a strong desire to buy a house 
rather than rent it, which may also 
restrict the local rental market from 
efficiently developing.  

Guangzhou’s first-hand residential 
transaction volume decreased 
35.8% QoQ to 1.15 million sq m, 
down 54.8% YoY. However, city-
wide average unit prices increased 
2.1% QoQ to RMB19,713 per sq m, 
down 3.6% YoY. While government 
regulations contributed to lower 
transaction volume, market prices 
were not as affected. 

Both downtown and suburban 
transaction volumes declined in 
Q3/2017. Downtown residential 
transaction volumes fell 19.3% 
QoQ, to approximately 188,000 
sq m, down 74.9% YoY. Suburban 
residential transaction volumes 
declined 38.2% QoQ, to 
approximately 960,000 sq m, down 
46.4% YoY. 

Downtown average unit sales price 
increased 2.6% QoQ to RMB37,917 
per sq m, up 11% YoY. Suburban 
average unit sales price decreased 
3.1% to approximately RMB16,139 
per sq m, but is still up 9.7% YoY. 

High-End Residential 
Market
The first-hand, high-end (above 
RMB30,000 per sq m) transaction 
volumes slightly increased in 
Q3/2017, ending three consecutive 
months of decline. Total transactions 
increased 6.3% to 962 units. 
However, the average sales price of 
the Top 10 highest-priced residential 
units dropped 11.3% QoQ to 
RMB66,800 per sq m this quarter. 

The overall second-hand, high-
end residential price increased by 
5.9% QoQ to RMB81,848 per sq 
m, 5.8 ppts lower than Q2/2017 
growth. The second-hand, high-end 
residential price increased 1.4% 
QoQ to RMB96,043 per sq m, while 
the second-hand, middle-high-end 
residential price increased 10.0% 
QoQ to RMB 69,231 per sq m.

Market Outlook
The residential sales market will 
continue to be in an adjustment 
period in the short-term.  
Government policies should keep 
transactions relatively range-bound, 
while safeguarding the market from 
speculative investment. Additionally, 
mortgage rates are increasing and 
expected to remain high throughout 
Q1/2018. Higher borrowing costs are 
likely to deter purchases, keeping 
city-wide transactions lower.  

City-wide residential transaction 
volumes are expected to remain low 
and average prices will continue to 
grow at a slower pace in Q4/2017. 
In the long-term, tight purchasing 
limitation polices are expected to 
continue, as the government tries 
to develop the leasing market and 
rebalance residential real estate 
expectations.   
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