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SUMMARY
In Q3/2018, the Guangzhou residential property leasing market saw an influx of 
purchasers and investors from the sales market.

 Transaction volume for the 
primary residential market increased 
to 2.07 million sq m, up 17.4% 
quarter-on-quarter (QoQ) and 40.4% 
year-on-year (YoY) in Q3/2018.

 Average residential unit sales 
price increased to RMB26,278 per sq 
m, up 13.8% QoQ and 37.5% YoY.

 2.19 million sq m of new supply 
launched onto the Guangzhou 
residential property sector, up 20% 
QoQ and 69% YoY, respectively.
 

“The residential market witnessed 
a growing number of potential 
property purchasers turn to the 
residential leasing market for 
either investment or occupancy, 
underpinning a strong asset 
performance and leading to 
exceptional returns in the serviced 
apartment property market in 
Guangzhou during Q3/2018.” Carlby 
Xie, Savills Southern China

Image: Longfor Mansion, Tianhe District

 Rents for the serviced apartment 
property market in Guangzhou 
increased by 4.61% QoQ to 
RMB203.1 per sq m per month 
during Q3/2018.

 The average vacancy rate of 
the serviced apartment market 
decreased by 0.1 of a percentage 
point (ppt) QoQ, to 0.7% by the end 
of Q3/2018.
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Market overview
The Guangzhou residential property 
market was operating in a tighter 
public policy environment as the 
Guangzhou Development and 
Reform Committee, Guangzhou 
Housing and Urban-Rural 
Construction Committee, Guangzhou 
Public Security Bureau, Guangzhou 
Administration for Industry and 
Commerce, Guangzhou Municipal 
Office, and other related government 
agencies undergo a property market 
inspection campaign. This follows 
the call by the central government’s 
Ministry of Housing and Urban-
Rural Development to crack down 
on market irregularities in 30 major 
cities. 

Despite pent-up demand, the sales 
market slowed during Q3/2018. 
However, the residential leasing 
market witnessed a growing number 
of potential property purchasers 
turn to the residential leasing market 
for either investment or occupancy, 
helping the serviced apartment 
sector to outperform in Q3/2018.

Sales market
During Q3/2018, many developers 
accelerated new project launches 
before the policy environment 
tightens even further. Policy changes 
could create a number of risks, 
like increasing investment costs 
(for purchasers) and compounding 
difficulties in obtaining pre-
sales permits and financing (for 
developers). Consequently, 2.19 
million sq m of new supply launched 
onto the Guangzhou residential 
market, up 20% QoQ and 69% 
YoY. Broken down by month, the 
new supply in July, August and 
September 2018 was 509,041 sq m, 
660,709 sq m and 1,026,579 sq m, 
respectively.

Overall, the sentiment amongst 
residential property purchasers 
softened as many potential buyers 
adopted a wait-and-see attitude in 
Q3/2018. Many prospective buyers 
are waiting for the government to 
act while, more importantly, their 
financing channels (including loan 
application approvals and interest 
rates) are tightening. The transaction 
volume of Guangzhou’s first-hand 
residential property market increased 

GRAPH 1

Residential transaction volumes and prices for nine 
districts, Q1/2009 – Q3/2018

Source: CRIC, Savills Research
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to 2,073,608 sq m, up 17.4% QoQ 
and 40.4% YoY in Q3/2018. Tianhe 
and Liwan recorded the third and 
fourth highest transaction volumes 
of 349,205 sq m and 297,713 
sq m, respectively. A number of 
transactions from these two districts 
were completed in Q2/2018, but 
were registered in September for a 
variety of reasons. Consequently, the 
total transaction volume rose in spite 
of the softened sentiment.

Housing upgrade demand was the 
main theme during Q3 as transaction 
volumes of three-bedroom and 
four-bedroom properties accounted 
for 42.5% and 12.5%, respectively, 
of the total transaction amount in 
Guangzhou’s first-hand sales market. 
The second-child policy is serving 
as one of the catalysts for the home 
upgrades. 

By the end of Q3/2018, the average 
transaction price for Guangzhou’s 
new commodity housing increased 
to RMB26,278 per sq m, up 13.8% 
QoQ and 37.5% YoY. The large 
transaction volume in Tianhe and 
Liwan, with the transaction price 
higher than RMB43,000 per sq m, 
raised the average transaction price 
of Guangzhou first-hand residential 
market in Q3. However, many 
developers were under pressure to 
realise strong cash flow due to the 
slowing market. To strengthen their 
cash flows and attract purchasers, 
some developers introduced special 

price promotions for their projects, as 
was the case of Evergrande Mansion, 
Boston Ivy and Poly Flowers Bay, 
with price cuts ranging from 3% 
to 10% of the total asset price. 
Although discounts varied depending 
on payment structures and financing, 
they reflected the softening price 
trend as a whole.

Leasing market 
Unlike Guangzhou’s first-hand 
residential property market, the 
serviced apartment market in 
Guangzhou performed strongly 
during Q3/2018. The serviced 
apartment market’s outstanding 
performance was reinforced by a 
vacuum of new supply. Several new 
projects under construction may 
postpone their completion dates to 
late 2018 or early 2019—as was the 
case with Jumeirah and Rosewood. 
As a consequence, total stock 
remained at 3,409 units at the end of 
Q3/2018.

The serviced apartment sector 
continued to gain momentum 
throughout the quarter. The average 
vacancy rate of the serviced 
apartment market decreased by 0.1 
of a percentage point (ppt) QoQ, to 
0.7% by the end of Q3/2018 due 
to strong leasing demand and lack 
of supply. The decrease in vacancy 
was primarily attributed to stable 
demand from expatriates and senior 
executives at MNCs and leading 
domestic companies from the 
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manufacturing and IT industries. The 
new demand is being generated by 
both business elites and younger 
tenants with strong financial 
backgrounds who prefer independent 
accommodations, instead of living 
with their families. In addition, the 
continued growth in the capital 
value of residential properties has 
barricaded some potential buyers 
from purchasing properties, resulting 
in additional demand for the leasing 
market. 

Rents for the serviced apartment 
property market in Guangzhou 
increased by 4.61% QoQ to 
RMB203.1 per sq m per month 
during Q3/2018 as a result of robust 
demand and decreasing vacancy 
rates. Raising rents to counter 
growing inflation is another realistic 
approach among many landlords. 
These all combined together brought 
about a yield softening effect for the 
serviced apartment property market 
in Guangzhou during the quarter.

GRAPH 2

Guangzhou serviced apartment occupancy rate and 
rental indices, Q1/2011-Q3/2018

Source: Savills Research
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Outlook 
The policy environment for the 
Guangzhou residential market should 
remain largely unchanged for the rest 
of 2018, though some policies (e.g., 
cancellation of property pre-sales 
permits) have been widely discussed. 
Regardless, it is expected that the 
local residential property market will 
leap into another consolidation cycle, 
with more pressure falling on the 
shoulders of small-to-medium scale 
developers in the short-to-medium 
term. Although investment and 
housing upgrade demands remain 
robust, mortgage loan approvals 
continue to be affected by the 
limited credit loan policies (限购限
贷), leading to a sluggish market and 
further price softening. 

The residential leasing market should 
continue to be upbeat with many 
new projects such as Jumeirah and 
Rosewood entering the market in 
2019; the citywide stock of serviced 
apartments will increase by 524 
units to 3,933 units. As much of 
Guangzhou’s new supply is located 
in Tianhe, it is expected that the 
leasing market in that district will 
become more competitive. However, 
given strong leasing demand across 
the city, a stable rental performance 
is expected for the Guangzhou 
serviced apartment market as a 
whole.  
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