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Modern warehouse rents stabilize
Modern warehouse vacancies remained unchanged with a number of large-
scale renewals, while general warehouse landlords continued to suff er.
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“ Investment sentiment 
rebounded in the last quarter 
of 2020 with more deals 
at both ends of the price 
spectrum, buoyed by the 
cancellation of DSD at the 
lower end and redevelopment 
potential at the higher end.  
Looking into 2021, a forecast 
global logistics revival, a 
potential local retail market 
rebound, as well as newly 
completed infrastructure 
should all contribute to brighter 
local logistics prospects.” 
SIMON SMITH, SAVILLS RESEARCH
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•  With the Mainland economy and trading performance 
rebounding strongly, coupled with a lower base of 
comparison, we saw a much milder decline in the trading 
and logistics sector in Q4.

•  Modern warehouse landlords proved to be more pragmatic 
than their general warehouse counterparts with a number 
of large-scale renewals helping to stabilise both rents and 
vacancies in Q4, while the general market continued to face 
tenants downsizing or ceasing operations altogether.

•  Both investors and developers were again keen to acquire 
industrial premises / sites for their respective needs, with 
industrial sales volumes resembling the previous quarter, 
while prices remained generally fl at as sentiment gradually 
returned.

•  Looking into 2021, while the virus situation is diffi  cult 
to foresee, a forecast global logistics revival, a potential 
local retail market rebound, as well as newly completed 
infrastructure should all contribute to brighter local 
logistics prospects.
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THE MACRO ECONOMY FARED 
BETTER THAN EXPECTED 
WITH MODERN WAREHOUSES 
BENEFITTING
Thanks to a lower base of comparison late 
last year as well as a more controlled virus 
situation in September and October, both the 
trading performance and retail sales fared 
better than expected, with total exports 
(+9.1% and -1.1%) and imports (+3.4% and 
+0.6%) registering their fi rst positive growth 
in a while, while retail sales fell by a more 
modest 12.8% and 8.8% respectively in the 
two months.

Although the macro environment has 
become more complicated since November 
with fi rst the US Presidential Election 
(which was slow to resolve) and the ‘fourth 
wave’ virus outbreak locally, the business 
outlook for both 3PLs and freight forwarders 
improved in Q4, with many no longer faced 
with the prospect of handing back space 
or ceasing operations altogether.  This was 
particularly the case among multinational 
operators, with some signifi cant renewals 
concluded over the quarter.  Examples 
include DHL renewing some of their leases 
in Goodman Interlink for fi ve years, as well 
as a European logistics operator, which was 
one of the anchor tenants in Western Plaza 
in Tuen Mun, who extended their current 
leases for a further fi ve to seven years.

Renewals were more common in modern 
warehouses, as these corporate landlords, 
who are experienced at managing large 
portfolios, have been more proactive in 
reducing rents since the second half of 
last year due to the increasingly diffi  cult 
operating environment, with modern 
warehouse rents declining by 14% over the 
period.  General warehouses, which are 
mainly owned by local individual landlords 

/ industrialists, were slower in terms of 
marking their asking rents to market (with 
rents only declining by 10% over the past 
18 months), and with many of their tenants 
being SMEs, they have been more vulnerable 
to adverse market conditions.

As such, modern warehouse vacancies 
remained stable at 2.8% in Q4/2020, while 
vacancy rates in the general warehouse 
market continued to surge to 4.1% over the 
quarter, the highest since 2009 after the 
GFC.

The inactivity in the general warehouse 
segment outweighed the active renewals 
in modern warehouses, with the number of 
leasing transactions declining further from 
72 in Q3 to 51 in Q4 (up to Dec 21).  Given 
general warehouse landlords’ reluctance 
to reduce rents leading to rising vacancies, 
and modern warehouse landlords’ fi rming 
negotiation stance due to stabilising modern 
warehouse vacancies, both overall and 
modern warehouse rents remained relatively 
stable in Q4/2020.

Basic warehouses in the North-western 
New Territories, which are regarded as 
low-cost alternatives to general warehouses, 
saw declining demand over the quarter with 
a gradually narrowing rental gap, as well as 
an increasing scarcity of even brownfi eld 
sites to accommodate such alternative 
warehouses, which usually take a few 
months to get their temporary approvals and 
another few months to construct.

BOTH INVESTORS AND DEVELOPERS 
ACTIVE IN THE SALES MARKET
While investors were lured back to the 
industrial sector with moderating rates of 
rental decline and consistently higher yields 
than other sectors (typically 3% to 3.5% vs 
2% to 2.5% in the offi  ce and retail markets), 

TABLE 2: Major Industrial Transactions Over HK$100 Million, Q4/2020

Source EPRC, Savills Research & Consultancy

GRAPH 1: Warehouse Vacancy Rates, 
Q1/2006 to Q4/2020
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TABLE 1: Industrial Rental Movement By Subsector, 
Q4/2020

Source Savills Research & Consultancy

2020 (%) 2020

(%)

2019

(%)Q4 Q3 Q2 Q1

Flatted 
factories -1.5 -2.8 -1.9 -2.9 -8.7 -2.5

I/O -2.7 -1.5 -1.9 -2.4 -8.2 +2.2

Warehouse -0.4 -2.0 -4.1 -1.2 -7.7 -0.5

Modern 
warehouse -0.3 -1.5 -4.7 -1.8 -8.0 -1.5

DISTRICT LOCATION FLOOR

TOTAL 

GFA (SQ FT 

GROSS)

CONSIDERATION

(HK$)

AVERAGE 

PRICE (HK$ 

PER SQ FT)

DATE SELLER PURCHASER TYPE REMARKS

Tsuen Wan
Ideal Plaza, 46-48 Pak 

Tin Par Street
Whole 
Block

88,546
(max. GFA) $310,000,000

$3,501
(A.V.)

Nov
2020

Ideal Group Thelloy Dev I Redevelopment

To Kwa 
Wan

Sui Ying Industrial 
Building, 

41 Lok Shan Road & 
1-3 Yuk Yat Street

9-11/F & 
Unite E 
on 2/F

48,000 $150,000,000 $3,125
Dec 

2020
TBC TBC I Investment

Shatin W Luxe,
5 On Yiu Street

27/F & Roof 
with 5 car 

parks
6,676 $129,106,000 $19,339

Dec 
2020

Jumbo Pacifi c 
Ltd

Singkei Real 
Estate Inv Co Ltd I Investment

Kwun 
Tong 46 Tsun Yip Street 15-16/F & 

Roof 10,821 $116,000,000 $10,720
Nov

2020
Eagle Crown TBC I Investment

Kwai 
Chung

Ever Gain Plaza
Tower 2, 

88 Container Port Road
25/F 23,006 $100,000,000 $4,347

Dec 
2020

Honor Oasis Ltd Honor Capital 
Int’l Ltd I/O Investment
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3savills.com.hk/insight-and-opinion/

we also saw revived redevelopment interest 
with the sale of Ideal Plaza in Tsuen Wan for 
HK$310 million, where an under-utilized plot 
ratio (9.8 vs 11.4) was an additional incentive 
to redevelop the premises.

Industrial sales volumes in October and 
November (372) were on a par with the 336 
transactions registered in July and August 
with renewed investment and redevelopment 
interest.  Nearly 85% of the transactions in 
the fi rst eleven months of 2020 (1,294 out 
of 1,517) were priced at HK$10 million or 
below, indicating that stratifi ed sales are 
still dominant.  All industrial prices declined 
more moderately by 0.1%, 0.3% and 2.0% 
respectively in Q4/2020 alongside reviving 
investment sentiment.

OUTLOOK
Looking into 2021, while the virus situation is 
diffi  cult to foresee with any clarity, a forecast 
global logistics revival, a potential local retail 
market rebound, as well as newly completed 
infrastructure should all contribute to 
brighter local logistics prospects.  According 
to Transport Intelligence’s estimates, the 
global contract logistics (resembling 3PLs 
operations) market is going to rebound by 
a CAGR of 5.4% per annum from 2020 to 
2024 after a 4.1% contraction in 2020, due 
mainly to economic recovery, gradual factory 
re-openings as well as improving retail sector 
prospects from 2021 onwards.  The Asia 
Pacifi c market is going to stand out with an 
8.0% CAGR over the next four years given the 
already strong recovery in the region lead by 
China.  

We expect modern warehouses to see 
most of the benefi t with their specifi cations 
more suitable to multinational 3PLs, and we 
expect modern warehouse rents to rebound 
by 5% to 10% in 2021.  Areas benefi ting from 
newly completed infrastructure, such as 
Liantang / Heung Yuen Wai Border Control 
Point in the North-eastern New Territories, 
as well as Tuen Mun-Chek Lap Kok Link 
linking up Tuen Mun South and Hong 
Kong International Airport, should also see 
improving demand prospects.

Meanwhile, redevelopment interest and 
strong investment prospects for industrial 
premises are supporting values for the 
moment.  Given no material adverse events 
and low interest rates, we expect industrial 
prices to rebound by up to 5% in 2021.

TABLE 3: Industrial Price Growth By Subsector, 
Q4/2020

Source Savills Research & Consultancy

GRAPH 2: Industrial Transactions By Price Range, 
January to November 2020
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2020 (%) 2020

(%)

2019

(%)Q4 Q3 Q2 Q1

Flatted 
factories -0.1 -0.2 -0.8 -2.7 -3.7 +1.6

I/O -0.3 -0.1 -1.1 -4.0 -5.5 -0.3

Warehouse -2.0 -3.1 -3.8 -3.8 -12.1 -2.3
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