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SUMMARY

This is a market running at full tilt just at a time when availability has shrunk to record 
lows across most districts.

Central was again the main driver 
of rental increases, up by 2.8% over 
the fi rst quarter of 2018, the highest 
rate of growth since Q1/2016.

The next major Grade A offi ce 
project in Central will arrive around 
2022/23 providing badly needed new 
supply.

Central vacancy may trend even 
lower this year after a 1.3% rate was 
recorded in Q1/2018.

The major availability remaining 
on Hong Kong Island is around 60,000 
sq ft in 18 King Wah Road, while Lee 
Garden Three in Causeway Bay is 
already 98% let and One Taikoo Place 
in Island East is 75% committed with 
all remaining fl oors under negotiation.

Rents in Kowloon East have been 
rising despite a 6% vacancy rate, 
driven by the tight Hong Kong Island 
market, with asking rents of around 
HK$33 to HK$40 per sq ft per month 
for newly developed buildings.

“Over the fi rst quarter the offi ce 
demand engine continued to 
run hot with rents in all districts 
except Kowloon East hitting 
record highs.” 
Simon Smith, Savills Research

Image: Offi ces in Sheung Wan
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Market commentary
Our average Grade A offi ce rents 
across the major business districts, 
barring Kowloon East, hit historical 
highs in Q1 as tenants scrambled for 
limited available space. In bad news for 
tenants, the chronic lack of options on 
Hong Kong Island has kept landlords 
fi rmly in the driving seat. Grade A 
vacancy on the island now stands 
at 1.7% representing approximately 
600,000 sq ft.

Rents in all districts enjoyed positive 
growth during Q1/2018, with no loss of 
momentum since the end of last year. 
Grade A rents in Central, Wanchai/
Causeway Bay, Tsim Sha Tsui and 
Island East grew by 2.8%, 2.1%, 
2.0% and 1.6% respectively over the 
quarter. Kowloon East has seen rental 
growth for three consecutive quarters, 
registering a muted rise of 0.1% during 
the fi rst quarter. Rents in Kowloon 
West increased by 2.2%, up from 1.5% 
in Q4/2017. Overall Hong Kong Grade 
A offi ce rents rose by 2.2%.

In Central, rumours of the imminent 
redevelopment of Hutchison House are 
doing the rounds again. The 493,000 
sq ft building has plans approved 
for a redevelopment of a similar size 
but no demolition consent has been 
granted and market rumours remain 
rumours. Meanwhile Henderson is 
pushing on with the demolition of 
the carpark site they bought in May 
2017 for HK$2.328 billion (an AV of 
HK$50,064 per sq ft) and Central 
should see the new 465,000 sq 
ft landmark Grade A offi ce tower 
complete around 2022/23, providing 
badly needed new supply.

Also in Central, The Center, bought 
in November 2017 for HK$40.2 
billion (HK$32,877 per sq ft) and now 
owned by a consortium of six owners, 
has attracted a fair share of market 
attention in Q1. Of the new owners, 
some will choose owner-occupation, 
some will sell, while others will opt for 
long term investment. Under the new 
ownership structure tenants will have 
to wait until at least late April to fi nd 
out how things will change. Goldman 
Sachs, in a high profi le move, left 
the building to take fi ve fl oors in Lee 
Garden Three. Practical completion of 
the new Causeway Bay building was 
in December 2017 and we believe 
that 98% is let with only 10,000 sq ft 
remaining.

GRAPH 1

Savills Grade A offi ce rental indices by district, 

Q1/2010 – Q1/2018

Source: Savills Research & Consultancy
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GRAPH 2

Savills Grade A offi ce vacancy rates by district, 

Q1/2010 – Q1/2018

Source: Savills Research & Consultancy
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TABLE 1

Savills Grade A offi ce rental growth, Q4/2017 vs 

Q1/2018

Source: Savills Research & Consultancy

Q4/2017 (%) Q1/2018 (%)

Central +1.4 +2.8

Wanchai/Causeway Bay +1.5 +2.1

Island East +0.5 +1.6

Tsim Sha Tsui +1.5 +2.0

Kowloon East +0.7 +0.1

Kowloon West +1.5 +2.2
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TABLE 2

Major new lettings, Q1/2018

Source: Savills Research & Consultancy

Tenant Building Size (sq ft)

Goldman Sachs Lee Garden Three 90,100

Naked Hub Two Harbour Square 55,900

Atlas The Gateway - Sun Life 
Tower 47,200

The Executive Centre Champion Tower 34,300

Spaces AXA Southside 33,900

As decentralization becomes more 
and more compelling for multinationals 
(PRC tenants remain fi rmly Central 
focused), Island East is an obvious 
choice. One Taikoo Place, completing 
later this year, is now 75% committed 
with all remaining space under 
negotiation. Rents range from HK$60 
to HK$70 per sq ft per month. Tenants 
will have to wait for Two Taikoo Place 
(also around one million sq ft) to 
complete in 2021 before any signifi cant 
new project is available in the district. 
The only major availability currently 
remaining on Hong Kong Island is at 
18 King Wah Road in North Point. The 
new owner, China Taiping, has decided 
to lease out approximately 60,000 sq 
ft.

The benefi ciary of the tight Hong Kong 
Island market has been Kowloon East 
where, despite a 6% vacancy rate, 
rents have been rising. Good quality, 
newly developed buildings including 
Mapletree Bay Point, Kingston 
International Centre and Hong Kong 
Pacifi c Tower are all asking around 
HK$33 to HK$40 per sq ft per month. 
A growing critical mass of offi ce 
developments in the district as well 
as a range of other uses and the 
completion of the Shatin to Central 
Link in 2019 (Tai Wai to Hung Hom 
Section) and 2021 (Hung Hom to 
Admiralty Section) should secure the 
future of this ‘CBD2”. 

TABLE 3

Major pre-leasing deals, Q1/2018

Source: Savills Research & Consultancy

Tenant Building Size (sq ft)

Ernst & Young One Taikoo Place 152,600

FT Life Hong Kong Pacifi c Tower 98,800

Kering One Taikoo Place 37,300

The Guangdong-Hong Kong-Macao Greater Bay Area

In March 2017, Chinese Premier 
Li Keqiang encouraged the 
authorities to push on with the 
development of The Guangdong-
Hong Kong-Macao Greater Bay 
Area (The Greater Bay Area) 
when delivering the annual work 
report at the start of the National 
People's Congress.

The Greater Bay Area comprises 
11 cities; Hong Kong, Macau, 
Guangzhou, Shenzhen, Zhuhai, 
Foshan, Zhongshan, Dongguan, 
Huizhou, Jiangmen and Zhaoqing, 
with a total GDP of US$1,390 
billion and a population of 68 
million in 2016. The scheme will 

TABLE 4

Major future infrastructure within the Greater Bay Area

Source: Savills Research & Consultancy, MTRC, HKSAR Government, Shenzhen Government, Guangdong Transportation Department, 
Market news

Infrastructure Expected date of opening

Hong Kong-Zhuhai-Macau Bridge Q3/2018

The Hong Kong Section of the Express Rail Link September 2018

Guangzhou-Dongguan-Shenzhen intercity railway Mid-2019

Humen 2nd Bridge 1H/2019

Shenzhen-Zhongshan Bridge 2024
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The Guangdong-Hong Kong-Macao Greater Bay Area

focus on linking these 11 cities 
into an integrated economic and 
business hub. At its current stage, 
the primary objective is to enhance 
the connectivity across the cities 
to establish a “one-hour circle” 
by further improving the transport 
infrastructure.

The completion of the Hong Kong-
Zhuhai-Macau Bridge, which is 
expected in Q3/2018, will provide a 
45 minute drive-time link between 
the three cities. Meanwhile the 
Hong Kong Section of the Express 
Rail Link is expected to be opened 
in Q3/2018, linking Hong Kong 
with Guangzhou South Station in 
48 minutes via Futian Station and 
Shenzhen North Station. These 

key connectors will integrate Hong 
Kong much more closely with southern 
China.

Other critical transport infrastructure 
includes the Guangzhou–Dongguan–
Shenzhen intercity railway, a commuter 
railway linking the three cities, which 
will start operation in 2018. Humen 
2nd Bridge will be completed in 2018 
and opened in the fi rst half of 2019, 
relieving traffi c problems on the Humen 
Pearl River Bridge which connects 
Nansha district and Dongguan. The 
Shenzhen-Zhongshan Bridge, which 
started construction at the end of 
2017, will shorten the travel time 
between Shenzhen and Zhongshan 
from 2 hours to 30 minutes, with an 
expected opening in 2024.

Hong Kong will be expected to 
serve as a hub for fi nancial services, 
shipping and trading within the Greater 
Bay Area, which will also facilitate 
the development of innovation and 
technology, creative industries and 
legal services. The Greater Bay Area 
scheme will play an important role 
in Hong Kong’s future economic 
development and help drive offi ce 
demand in both traditional business 
districts and new commercial areas.


