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SUMMARY

The immediate impact of Occupy on the local property market seems to have been limited.

Pro-democracy protests have 
had a limited impact on some sectors, 
namely residential and offi ce, while 
retailers in specifi c locations have been 
negatively affected.

Primary residential sales and the 
en-bloc market were in buoyant mood 
given active developers’ launches and 
sustained investment interests. 

Luxury apartment prices 
rebounded by around 1% in Q3/ 
2014, with the majority of transactions 
reported in prime areas.

Offi ce transaction volumes 
rebounded in the face of strong end-

user interests in both traditional and 
decentralised offi ce areas.

First decline in prime street shop 
prices in fi ve years refl ected weakness 
in the top-end retail market.

Both value and volume of major 
industrial transactions increased, with 
continued interest from both investors 
and end users.

Most sectors will look to stabilise 
during 2015, while we may see a 5% 
to 10% decline in prime street shop 
prices and rents.

"While Occupy may impact 
investment sentiment if it 
is prolonged, in particular 
overseas investors who 
may demand higher risk 
premiums, for now the strong 
fundamentals of most sectors 
remain relatively unscathed." 
Simon Smith, Savills Research

Image: Offi ces in Central
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Market commentary
Pro-democracy protests in various 
core business districts in Hong Kong 
have stolen the spotlight over the 
last fortnight as road blockades in 
Central, Admiralty, Causeway Bay 
and Mong Kok have had a larger-
than-expected adverse effect on 
traffi c conditions.  Nevertheless, 
despite the disruption, any direct 
impact on the property sector has yet 
to be felt, with the exception of street 
shops located on the blocked roads 
and offi ces located near government 
buildings.

In fact, the performance of the street 
shop sector had already weakened 
long before the protests, with retail 
sales, in particular at the top end, 
slowing considerably since the turn 
of the year as Mainland spending 
dwindled.  While prime street shop 
rents declined by 5.6% over the 
fi rst three quarters, prices were 
at fi rst supported by cash-rich 
landlords who felt under no pressure 
to sell. However, as street shop 

rents continued their slide with no 
near term reversal, some landlords 
softened their negotiation stance and 
prices declined by 2.9% in Q3/2014 
as a result. With the protests blocking 
high streets in Causeway Bay, Mong 
Kok and Tsim Sha Tsui still underway, 
we would expect both street shop 
rents and prices to feel additional 
downward pressure over the next 
three months.

Another area which may feel the 
impact of Occupy is the Admiralty 
offi ce market where tenants may 
foresee the possibility of further 
protests. The potential for business 
disruption could marginally reduce 
the appeal of some buildings in the 
area but this has yet to be refl ected in 
any rental declines.

The other property sectors have 
proved relatively immune to the 
movement so far, with primary 
residential sales in particular 
receiving an overwhelming response, 
recording 12,242 transactions in 

the fi rst nine months of 2014, the 
highest fi rst nine-month fi gure 
since 2009.  En-bloc investments 
were also in abundance with seven 
en-bloc properties under Fook Lee 
Group being transacted for over 
HK$5.6 billion, mostly in Q3/2014, 
while The Link disposed of nine of 
its retail properties for about HK$3 
billion, fi ve of which were transacted 
in the third quarter of 2014.

Luxury residential 
market
Hong Kong Island

Luxury residential prices rebounded 
slightly in the third quarter of 2014; 
transactions were mainly reported 
in the traditional prime areas on 
Hong Kong Island.  The transaction 
volume remained low, with demand 
driven by end users, supported 
by the price rebound in Q3/2014.  
Luxury residential prices increased 
by 2.9% and 2.0% on The Peak 
and Southside, respectively, in 
Q3/2014.

The townhouse market was largely 
stable (-0.2%) in Q3/2014, although 
transaction volumes remain weak.  
Notable transactions in this quarter 
include the sale of a residential site 
at 35 South Bay Road in Repulse 
Bay for HK$808 million on behalf 
of Fook Lee Group.  A house 
(5,848 sq ft saleable) at 10 Bowen 
Road, Mid-Levels, was sold for 
HK$400million.

Kowloon and the New Territories

The secondary luxury residential 
market in Kowloon and the New 
Territories faces strong competition 
from the primary market. As a result, 
luxury price trends in Kowloon 
and the New Territories remained 
subdued in Q3/2014, with both 
down around 0.6%.  Activity in the 
Kowloon market has been focused 
on the sales at 1&3 Ede Road, 8 
LaSalle and Paxton. For example, 
units A & B on 9/F of Tower 2 (plus 
two parking spaces) of 1&3 Ede 
Road were sold for HK$124 million. 
The property has a total saleable 
area of 4,848 sq ft, meaning a sale 
price of HK$23,824 per sq ft.   

Offi ce market
Hong Kong Island

Although the Admiralty offi ce 
market has been adversely 

TABLE 1

Property price movements by sector, Q3/2014

Source: Savills Research & Consultancy

Property Q3/2014 (%) 1H/2014 (%) 2013 (%)

Luxury Residential +1.2 -0.9 -7.3

Townhouses -0.2 -1.2 -5.7

Central Grade A offi ces +0.1 +2.6 -3.5

Overall Grade A offi ces +1.0 +2.5 +3.4

Prime street shops -2.9 +0.3 +1.4

Flatted factories +7.7 +2.9 +5.0

Godowns +1.9 +3.3 +16.3

TABLE 2

Major investment transactions, Jul–Sep 2014

Source: EPRC, Savills Research & Consultancy

Property Location Price Buyer Usage

Kowloon Commerce 
Centre- Tower B Kwai Chung HK$1,400 mil/US$181 mil Asia Orient Offi ce

Lion Rise Wong Tai Sin HK$1,380 mil/US$178 mil The Link Management Retail

Fook Lee Commercial 
Centre Wanchai HK$1,105 mil/US$143 mil Asia Orient Offi ce

Camel Paint Centre Kwun Tong HK$1,080 mil/US$139 mil A local  investor Industrial

410 Kwun Tong Road Kwun Tong HK$1,300 mil/US$181 mil TBC Offi ce

Big Foot Centre Causeway Bay HK$1,600 mil/US$206 mil CLSA Offi ce

Commercial House Central HK$1,601 mil/US$207 mil Modern Day Offi ce
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affected by the recent Occupy 
demonstrations, the offi ce market 
on the island has improved over the 
quarter, with some transactions being 
conducted in the Admiralty / Central 
area.  The whole 6/F (16,693 sq ft) of 
the thinly-traded Worldwide House, 
Central was sold for HK$333.86 
million (HK$20,000 per sq ft), while 
units 3-4 on 42/F (6,363 sq ft) of the 
Far East Finance Centre sold for 
HK$179.7 million (HK$28,000 per 
sq ft).  An investor has successfully 
stratifi ed its four premises (units 09-
12, 4,695 sq ft in total) in Admiralty 
Centre Tower 1 to three different 
buyers with a total lump sum of 
HK$113 million (HK$24,000 per sq 
ft).  Both the Far East and Admiralty 
Centre deals were a record high for 
the respective buildings, refl ecting 
purchasers’ eagerness to secure their 
place of business, albeit through a 
period of market uncertainty.

Elsewhere in the market, two units on 
23/F of Shun Tak Centre in Sheung 
Wan were sold for around HK$89 
million, while another unit on 26/F of 
the same building was sold for HK$58 
million.  Unit 4101 (3,468 sq ft) at 
Convention Plaza, Wanchai has been 
sold for HK$97.7 million (HK$28,000 
per sq ft).  We also noted a number of 
transactions being concluded in the 
HK$10 to HK$30 million range, mainly 
in Grade B offi ces in Wanchai and 
Island East.  As investment sentiment 
picked up, 315 offi ce transactions 
were recorded during the quarter, the 
highest since the announcement of 
DSD back in Q1/2013.

Kowloon

Primary launches in Kowloon 
East were still the highlight, with a 
few projects continuing to attract 
purchaser interest. Billion’s 56 Tsun 
Yip Street project (with selling prices 
at around HK$10,000 to HK$11,000 
per sq ft) and Sun Hung Kai’s One 
Harbour Square saw fi ve fl oors (one 
F&B fl oor and four offi ce fl oors) sold 
in the quarter with a lump sum for 
each fl oor above HK$200 million 
and average prices ranging from 
HK$12,000 to HK$15,800 per sq 
ft), set new highs for Kowloon East 
offi ces.

These price ranges were out of reach 
of most investors as the rental return 
dropped quickly below 3% with little 

room for further price appreciation 
at these levels.  Most purchasers of 
these new premises were end users, 
some of them tenants within the 
same district who wanted to stabilise 
occupation costs in the long run.

Retail market
The retail market, especially at the 
top end, weakened before the recent 
Occupy demonstrations, and in the 
face of sluggish luxury retail sales, 
prime street shop prices fi nally ended 
their fi ve-year rally, registering a 2.9% 
decline over the quarter. However, 
the 2.6% decline in prices year-to-
date still compared favourably with 
the 5.6% retail rental decline over 
the same period, and this was not 
uncommon for landlords willing to 
accept a heavier cut in rents than in 
prices.

The landlord of G/F and B/F at 19 
Lyndhurst Terrace had asked for 
HK$190,000 for his retail space and 
eventually accepted HK$150,000, 
a 21% decline in expected rental 
income.  Nevertheless, for landlords 
with prime retail assets in core 
locations, many are unwilling to move 
on their asking prices, although some 
(who want to maintain healthy balance 
sheets) were inclined to accept 10% 
to 15% price cuts. The most recent 
example being one of the directors of 
Agile Properties who sold three street 
shops at Prince Edward (G-2/F at 777 
Nathan Road), Wanchai (shops D&E 
at 6-18 Tin Lok Lane) and Western 
(street shop at 215 Des Voeux Road 
Central) for a total of HK$215 million 
by company transfer, a 14% discount 
on the original asking price of HK$250 
million.

While prime street shops showed 
some weakness, suburban retail 
continued to take up the slack with 
another batch of suburban retail 
centres from The Link REIT (fi ve) sold 
for a total of HK$1.7 billion to several 
investors. The higher yields on offer 
(around 5.5%) and the refurbishment 
potential made these malls preferable 
to most investors over street 
shops given the current investment 
landscape.

Industrial market
15 major transactions of over HK$30 
million were concluded in Q3/2014, 
for a total consideration of HK$3.1 

GRAPH 1

Private offi ce transaction volume, 

Q1/2000–Q3/2014

Source: Savills Research & Consultancy
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billion, a 36% and 12% increase 
respectively when compared with 
the last quarter, refl ecting continued 
interest from both end users and 
investors looking for big ticket 
premises.

The largest industrial transaction over 
the quarter was the purchase of the 
Camelpaint Centre in Kwun Tong for 
HK$1.08 billion, most likely for long-
term investment as the building has 
just been renovated. Other signifi cant 
deals closed over the quarter include 
the sale of the Tungtex Building 
in Kwun Tong (105,833 sq ft) to a 

GRAPH 2

Major industrial transaction (>HK$30 

million) volumes and values, Q1/2007–

Q3/2014

Source: Savills Research & Consultancy
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OUTLOOK

The prospects for the market

The outlook for luxury home prices 
remains uncertain as Buyer’s Stamp 
Duty, Double Stamp Duty and 
Special Stamp Duty cool transaction 
volumes. A possible rise in interest 
rates in the near-term has played 
another role in preventing prices 
from prices. We estimate prices in 
2015 will remain largely stable.

Throughout 2015, while we 
expect demand to revive in most 
submarkets, the future relationship 
between Hong Kong and China, as 
well as how major investors perceive 
Hong Kong, could become key 
factors dictating movement in the 
offi ce market.  Overseas investors 
may demand an increased risk 
premium for Hong Kong if the current 
disruption worsens, resulting in 
higher cap rates and lower prices. To 
date, we note very little direct impact 
on values, although some increase 
in investment volumes has been 
recorded as vendors have proved 
more fl exible in negotiations. Divided 
opinions on the political future can 
sometimes spur market activity as 
the bid-ask spread tends to narrow 
considerably. Generally, however, we 

long-term investor for HK$485 million 
(HK$4,583 per sq ft), and the sale 
of the site at 43-45 Tsun Yip Street 
(max GFA 110,030 sq ft) in Kwun 
Tong to New World Development for 
HK$328 million (AV of HK$2,981 per 
sq ft) for its redevelopment potential. 
The largest warehouse transaction 
over the quarter was the purchase 
of Mineron Centre in Fanling for 
HK$515 million, based on its long-
term redevelopment potential.

With revitalisation and 
redevelopment of warehouse/
industrial premises proving 
increasingly popular, some vendors 
simply sold their holdings to 
investors eyeing redevelopment 
potential. As a result of such sales, 
tenants of these buildings were 
forced to relocate once these 
deals were realised, creating even 
more demand in an already tight 
market. One example of this was 
Oriental Logistics Centre (210,000 
sq ft) which was sold for HK$750 
million to an investor looking at its 
redevelopment potential. The owner 
occupier, Oriental Logistics, was 
rumoured to have leased back the 
space for three years, after which 
it needs to either relocate or cease 
operation. 

expect a fairly stable offi ce market for 
2015.

In 2015, with a revision of IVS on 
the cards (most likely implying more 
restrictions on the current multiple-
entry policy) and a possible decline 
in Mainland spending in response to 
anti-corruption measures and slower 
growth, we expect luxury retail 
sales to continue to slide, with both 
retail rents and prices to decline by 
another 5% to 10%.

The continuing interest in en-bloc 
buildings refl ects sustained demand 
for industrial premises, primarily with 
redevelopment potential. Escalating 
prices in the sector mean end users 
are gradually being priced out of the 
market, with some occupiers cashing in 
and others turning into landlords. Given 
a shrinking pool of affl uent buyers, and 
with most vendors in no rush to sell, 
we expect volumes may be trimmed in 
the fi nal quarter of the year, with prices 
probably fl attening out.  Demand 
for logistics facilities, as well as the 
redevelopment potential of industrial 
premises, should support further 
growth in industrial prices and rents in 
2015 in the order of 5%.


