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SUMMARY
The Grade A office market struggled to attract new clients during the 
quarter, and instead relocation and upgrading, by tenants, was the main 
source of demand.

 Total stock for Grade A office 
remained at 1.184 million sq m with 
no new projects launched in Q3/2017.

 Leasing demand remained active 
in the quarter, mainly driven by real 
estate, financial and consultancy 
companies.

 The city-centre Grade A office 
vacancy rate dropped by 4.0 
percentage points (ppts) quarter-on-
quarter (QoQ) to 35.1%, down 7.2 
ppts year-on-year (YoY). Grade A 

office rents increased by 1.5% QoQ to 
an average of RMB137 per sq m per 
month, up 4.4% YoY.

 The city is scheduled to welcome 
a new project in Q4/2017. The 
upcoming launch of the high-quality 
project is expected to improve the 
overall quality of the local office 
market. However, this will add 
competition to existing projects, 
and subsequent pressure to overall 
occupancy rates and rents.

“The announcement of a 
stop-work order will see 
a delay in new project 
launches and subsequently, 
a fall in city-wide vacancy 
rates.”  Jack Xiong, Savills 
Research and Consultancy

Image: MIFC, Heping District
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Market commentary
Total stock for Grade A office 
remained at 1.184 million sq m with 
no new projects launched in Q3/2017.

Leasing demand was relatively mild in 
the quarter, with city-wide net take-up 
down by 28.8% QoQ to 47,897 sq m. 
New demand mainly stemmed from 
real estate, financial and consultancy 
companies. Notable deals included: 
Henderson Land Development and 
Winners Law Firm, each occupying 
1,900 sq m in Vantone Centre; Hitachi 
taking up 1,000 sq m in Maoye 
Mansion; and DBS taking 800 sq m in 
Metropolitan Tower.

The rapid rise of the technology 
sector, in particular new subsectors, 
such as automation and FinTech, are 
beginning to show signs that they 
are new drivers of tenant demand 
in the city. Leasing deals during the 
quarter included; SIASUN Robot 
& Automation leasing 500 sq m in 
Vantone Centre and Moerlong taking 
up 800 sq m in Metropolitan Tower 
Tianjin.

The Grade A office market struggled 
to attract new clients during the 
quarter, and instead relocation and 
upgrading, by tenants, was the main 
source of demand. New projects 
with higher-building quality, such 
as Vantone Centre and Yanlord 
International Centre, continued to 
attract tenants looking to relocate 
from competing projects, and 
subsequently achieved strong leasing 
performance during the quarter. 
As well as adjusting rents, certain 
landlords increased the commission 
level for agents, to improve leasing 
performance in their projects. As a 

TABLE 1

Major Grade A office leasing transactions, Q3/2017

Tenant Project Location Area
 (sq m)

ICBC Centre Plaza Xiaobailou 1,672

Rongtonghuixin  Centre Plaza Xiaobailou 425

Zhenro Zhenghong Land Development Golden Valley Centre Haihe Riverside 1,537

Moerlong   Metropolitan Tower Tianjin Nanjing Road 800

Source: Savills Research and Consultancy

GRAPH 1

Supply, Take-Up and Vacancy Rates, 2008–Q3/2017
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GRAPH 2

Grade A Office Rental Indices, Q1/2008–Q3/2017

Source: Savills Research and Consultancy
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MAP 1

Key strata-title office projects

Source: Savills Research and Consultancy

result, the overall city vacancy rate 
decreased by 4.0 ppts QoQ to 35.1%, 
down by 7.2 ppts YoY.

Largely backed by strong leasing 
performance in Vantone Centre, the 
Xiaobailou area saw vacancy rates 
decline by 7.7 ppts QoQ to 43.2%. 
The precinct is scheduled to receive 
one new project next quarter, with 
Tai'an 5 expected to debut. It is 
expected this will place upwards 
stress on the vacancy level, in the 
short term. 

Strong leasing activity in Metropolitan 
Tower Tianjin (DBS and Moerlong 
each occupying 800 sq m), saw 
the Nanjing Road precinct average 
vacancy rate decreased by 3 ppts 
QoQ to 37.7%. 

The Haihe Riverside area continues 
to slowly absorb vacant stock, with 
the vacancy rate dropping by 4.7 ppts 
QoQ to 33.1%, during the quarter. 
In Yanlord Riverside Plaza, three 
real estate companies took 1,000 sq 
m each. However, this dynamic is 
expected to change under pressure 
from future supply. The precinct is 

TABLE 2

Key strata-title office projects

No. Project Launch date Location Office GFA for sale
(sq m)

Average price
(RMB per sq m)

Sales rate 
(%)

First-hand

1 R&F Centre Nov 2010 Hexi 70,000 24,055 94

2 Financial Street (Nankai) Centre Jun 2013 Nankai 157,000 22,531 46

3 Financial Street (Heping) Centre Jun 2015 Heping 89,800 26,288 40

4 Creative Blocks May 2017 Hedong 3,400 22,553 72

5 Hopsca Centre Sept 2017 Nankai 26,250 32,435 33

Second-hand

6 City Centre Oct 2005 Heping 35,700 20,000 N/A

7 Global Centre Sep 2007 Nankai 48,000 19,500 N/A

8 Tianjin Emperor Place Dec 2007 Heping 42,000 20,500 N/A

Source: Savills Research and Consultancy
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Research Agency 

expected to see one new project 
delivered early next year, with Tomson 
Jinwan Plaza 9 looking to contribute 
an additional 140,000 sq m of 
leasable office GFA to the area.

The Youyi Road area continues to lose 
its appeal as a destination of tenants, 
as existing projects are close to a 
decade old. Tenants choosing to leave 
the precinct during the quarter have 
led to a vacancy rate increase of 8.2 
ppts QoQ to 21.4%. 

Strong leasing performance in the 
Financial Street Nankai Centre during 
the quarter saw the average vacancy 
rate, of the decentralised declined by 
8.9 ppts QoQ to 41.5%.

Rents
Grade A office rents increased by 
1.5% QoQ to an average of RMB137 
per sq m per month during Q3/2017, 
up 4.4% YoY.

An increase in rental in Vantone 
Centre pushed up the average in the 
Xiaobailou precinct by 1.4% QoQ, to 
RMB133.8 per sq m per month. 

Nanjing Road rents remained the 
highest among all business districts 
at RMB146.6 per sq m per month, 
although slightly up by 1.3% QoQ. 

Since some projects, including 
Golden Valley Centre, Sunwah 
IFC and Maoye Mansion, in Haihe 
Riverside appreciated, the area 
saw average rents up 5.6% QoQ to 
RMB136.4 per sq m per month. 

Youyi area and other decentralised 
areas rents recorded an average of 
RMB132.8 and RMB129.8 per sq m 
per month, down by 3.3% and 0.8% 
QoQ.

Strata-Title Market
The city’s core office sales market 
received only one new project in 
Q3/2017, with Hopsca Centre adding 
29,000 sq m of GFA.

Citywide transaction volumes 
increased by 36% QoQ to 34,000 sq 
m, while citywide average transaction 
prices decreased by 3.5% QoQ to 
RMB19,400 per sq m. The majority 
of deals occurred in Sino-Ocean 
International Centre, Financial Street 
(Heping) Centre and Hopsca Centre. 
Notable deals of the quarter included; 
Bank of Dalian Tianjin Branch 
purchasing 7,738 sq m in Financial 
Street (Heping) Centre; Yorkool 
International acquiring 1,316 sq m 
in Hopsca Centre; and Wellin Tech 
purchasing 1,044 sq m in Sino-ocean 
International Centre.

Market Outlook
The upcoming launch of the high-
quality project is expected to improve 
the overall quality of the local office 
market. However, this will add 
competition to existing projects 
and subsequent pressure to overall 
occupancy rates and rents.

The announcement of a stop-work 
order will see construction and 
housing demolition activities restricted 
from October 2017 to March 2018 
in an effort to reduce dust pollution 
levels, which are typically highest 
during the winter and spring seasons. 
As a result, it is forecast that there will 
be a delay in new project launches 
and subsequently, a fall in city-wide 
vacancy rates. 
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