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Core Hubs Drive Q1 Office Uptick

Office – Hong Kong – Q1 2026

Hong Kong
Office Leasing

KEY TAKEAWAYS

▪ Vacancy divergence: Prime Central and 

TST offices outperform with declining 

vacancy; Kowloon East struggles with 

24.5% vacancy rate

▪ Strong net absorption: 1.8M sq ft 

positive take -up in 2025, concentrated 

in Central (470k sq ft) and TST's 

ICC/IGC (620k sq ft)

▪ Financial sector drives demand: Hedge 

funds, asset management, quant funds, 

and market makers lead expansion 

with 14% YoY growth in leased space

▪ 2026 outlook polarized: Prime offices 

in Central and TST forecast 5 -7% rental 

rebound; rest of Hong Kong faces 5% 

decline

▪ Supply constraint supports recovery: 

2026 -2032 average supply of 0.6M sq 

ft p.a. significantly below 1996 -2025 

average of 2.0M sq ft p.a.

Source  Savills Research & Consultancy

Do you 
know?

Q1 2026 saw overall Grade A rents stabilise  and core vacancies improve, but recovery remained uneven 
and heavily skewed toward prime, transit -oriented CBD.

275k sq. ft.
NET POSITIVE TAKE UP, Q1 2026

2026 RENTAL FORECAST

Prime office in Central & Tsim Sha Tsui*

Hong Kong’s office market is 
moving from broad-based 
weakness to selective 
stabilisation, as constrained 
core supply, a reviving IPO 
cycle and resilient financial 
demand steadily swing the 
pendulum back toward prime 
landlords.

* Prime office buildings in Central & TST include: One & Two IFC, Chater House, 

AIA Central, The Henderson & ICC 
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Central district demonstrated resilience 

with vacancy declining 1.9 percentage 

points to 11.3%, reinforcing its status as the 

market's safe haven . Conversely, Tsim Sha 

Tsui experienced significant deterioration, 

with vacancy surging 5.6 percentage points 

to 14.8%, primarily due to newly completed 

IGC, providing over 2 million sq ft of prime 

office space. Kowloon East recorded the 

market's highest vacancy at 24.5% (up 4.4 

percentage points), reflecting structural 

oversupply and tenant preference shifts. 

Rental levels showed moderate declines 

across most districts, with Central 

maintaining HK$85.0 per sq ft, down from

Core Hubs Drive Q1 Office Uptick

Office – Hong Kong – Q1 2026

Hong Kong
Office Leasing

275k
SQ  FT NET 
TAKE UP

$109.9B
IPO FUND RAISED IN 

Q1 -  #1 WORLD

2.0M
SQ. FT. OF NEW 

GRADE A  OFFICE 
SUPPLY IN 2026

15%
OVERALL VACANCY 

RATE, SLIGHTLY 
DECLINE QOQ

vacancy rate reached an all - time high of 

15.5% in December 2025, up 0.9 percentage 

points from December 2024, yet this 

headline figure masks significant district -

level divergence that defines the current 

market narrative.

KEY TAKEAWAYS

▪ Q1 2026 saw overall Grade A rents stabilise  

and core vacancies improve, but recovery 

remained uneven and heavily skewed toward 

prime, transit -oriented CBD.

▪ Net take -up reached about 275,000 sq ft in 

Q1, driven by positive absorption in Central, 

Wanchai/Causeway Bay and Tsim Sha Tsui, 

while most decentralised  districts continued 

to record negative take -up.

▪ Central and the Kowloon Station/West 

Kowloon cluster captured major leases from 

global financial institutions, insurers and 

Mainland groups, reinforcing Central’s hub 

role and Kowloon Station’s emergence as a 

new financial node.

▪ Mainland “going abroad” strategies and 

enhanced corporate treasury centre  tax 

incentives are drawing more banks, 

corporates and tech/consumer leaders to 

base treasury, headquarters and overseas 

management teams in Hong Kong Grade A 

offices.

▪ New CSRC guidelines on red -chip structures 

may trim near - term demand from offshore 

counsel, for core offices but Hong Kong is 

still expected to remain China’s primary 

international IPO platform.

▪ A slowing Grade A supply pipeline and 

limited future stock in true CBD locations 

should gradually tighten prime space, 

supporting a selective rental uplift 

concentrated in best - in -class assets on both 

sides of the harbour .

Hong Kong’s Grade A office market showed 

clearer signs of stabilisation  in Q1 2026, with 

overall rents edging up and core vacancies 

improving, but performance remained highly 

polarised  across districts as geopolitical and 

structural forces continued to reshape 

demand. In the near term, the US –Iran conflict 

has intensified global market volatility, driven 

oil prices higher and reinforced expectations 

of a “higher - for - longer ” interest -rate 

environment, pushing up corporate

Source  Savills Research & Consultancy

Forecast: HK$160 
billion in 2025

MARKET STABILISATION  AMID GEOPOLITICAL HEADWINDS

Q4 2025 VACANCY AND RENTAL TRENDS

its 2019 peak but stabilizing relative to 

steeper declines in peripheral locations.

The flight -to -quality phenomenon is 

evident in occupancy data: premium Grade 

A buildings in Central —including Two IFC, 

Chater House, and The Henderson —

maintained occupancy rates above 88%, 

while secondary buildings in the same 

district struggled with rates below 75%. 

This bifurcation extends to TST, where The 

Gateway and K11 Atelier Victoria Dockside 

command strong tenant interest, 

contrasting sharply with older inventory.

Change In Grade A Office Rental Levels, Q1/2003 To Q1/2026

operating costs and increasing earnings 

uncertainty for many multinational 

occupiers. As a result, a number of  

corporates in Hong Kong have considered 

delaying relocations, expansions and 

longer -term renewals in favour  of a 

wait -and -see approach, with Q1 transaction 

patterns showing good momentum in 

January and February but a noticeable 

slowdown in March as some expansion 

plans were deferred to later in 2026.

Q1 TAKE -UP CONFIRMS SELECTIVE RECOVERY

Against this macro backdrop, Q1 take -up 

data underline the emerging, but highly 

selective, nature of the recovery. Overall net 

take -up reached about 275,000 sq ft in Q1, 

driven almost entirely by positive absorption 

in core and quasi -core locations, notably 

Central (approximately 173,000 sq ft), 

Wanchai/Causeway Bay (around 84,000 sq 

ft) and Tsim Sha Tsui (about 56,000 sq ft), 

while most other decentralised  submarkets 

continued to record negative take -up. This 

divergence is consistent with rental and 

vacancy trends:

Central and Wanchai/Causeway Bay 

registered modest quarter -on -quarter 

rental growth and falling vacancy, whereas 

several fringe districts still struggled with 

elevated vacancies, highlighting an 

entrenched flight -to -quality as tenants use 

the down -cycle to upgrade into discounted 

prime space. Tsim Sha Tsui’s vacancy rate 

has also begun to edge lower alongside 

renewed leasing interest, reinforcing its 

transition toward a more finance -  and 

services -oriented tenant mix anchored by 

the Kowloon Station cluster.
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HONG KONG OFFICE LEASING

NUMBER OF IPOS FUND RAISED VIA IPO

2023 73 HK$46.4 billion

2024 71 HK$83.4 billion

2025* 42 HK$107.1 billion

Primary: 2019 New 
High
Overall: 2021 New 
High

Primary: 2019 New 
High
Overall: 2021 New High

Source  EPRC, MSCI RCA, Market News, Savills Research & Consultancy

BUYER PROFILE OF NON -RESIDENTIAL TRANSACTION, 2015 – 2025

Date Property Floor Area 
(sq ft)

Consideration 
(HK$ million)

Vendor Purchaser

Dec -25
Central

114,603 $3,490 Lai Sun JD.com

Dec -25 Two houses at 6 Deep 
Water Bay Road, Deep 
Water Bay

14,900 $2,200 Swire Properties TBC

Dec -25 Festival Walk Office 
Tower, Kowloon Tong

229,000 $1,960 Mapletree City U

Nov -25 60 Gloucester Road, 
Wanchai

95,515 $1,160 Emperor Group OCBC Bank

Dec -25 Hotel COZi Oasis, Tsuen 
Wan

292,961 $950 Tang’s Family CR Longdation

Source  EPRC, Market News, Savills Research & Consultancy SIGNIFICANT PROPERTY TRANSACTIONS, Q4/2025
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Central & Western

No. of Transactions
13

Consideration

HK$2.98 B

Wanchai

No. of Transactions

5

Consideration

HK$1.60 B

Kwai Tsing

No. of Transactions
2

Consideration

HK$1.72 B

Yau Tsim Mong

No. of Transactions

10

Consideration

HK$1.96 B

~80% of the deals closed in 2024–2026 
were located across four major districts

CENTRAL, WEST KOWLOON AND TST AS CORE BENEFICIARIES

Major new leases in Q1 reaffirmed Central’s 
position as the region’s premier financial 
and asset -management hub. A series of 
renewals and expansions by leading 
financial institutions, private equity 
managers and Mainland financial groups in 
flagship towers such as IFC, Exchange 
Square, Cheung Kong Center 2 and The 
Center highlighted continued confidence in 
core Central as the preferred address for 
capital -markets, wealth -management and 
advisory functions. At the same time, Tsim 
Sha Tsui/West Kowloon continued its 
evolution into an emerging financial hub: 
anchor transactions at International 
Gateway Centre by global insurers, 
together with J.P. Morgan’s long - term 

MAINLAND “GO ABROAD” DEMAND AS STRUCTURAL SUPPORT

Chinese corporates’  accelerated “going 
abroad” strategy is emerging as a 
structural support for Hong Kong’s Grade 
A office market, both through 
financial -sector demand and a broader 
“go -global” industry chain. In recent years, 
an increasing number of Mainland banks, 
securities firms and large corporates have 
located their group treasury management, 
cross -border settlement and offshore RMB 
cash pools in Hong Kong, leveraging the 
city’s mature banking system and deep 
professional -services base as a platform 
for outbound investment and M&A. The 
2026 Budget’s enhancement of corporate 
treasury centre  tax incentives —broadening 
qualifying income and easing geographical 
restrictions —is expected to draw more 
Mainland groups to migrate, consolidate or 
upgrade global and regional treasury 
functions into prime Hong Kong offices. 
Over the next one to three years, as 
cross -border RMB usage and 
RMB -denominated commodity trade

expand, more energy, shipping and 
Belt -and -Road -related enterprises are likely to 
establish or enlarge treasury hubs here, 
generating steady, higher -quality demand in 
Central, Admiralty, Tsim Sha Tsui and the 
Kowloon Station precinct. In parallel, a new 
wave of Mainland technology leaders (AI, 
Robotics), e -commerce platforms and 
consumer brands has begun to base regional 
headquarters and overseas business 
management teams in Hong Kong, either 
through long leases in Grade A towers or via 
owner -occupation to lock in occupancy costs. 
The substantial compliance, legal, accounting, 
investment -banking and asset -management 
work that underpins these “go -global” 
strategies is also driving expansion among 
related professional -services firms in core 
Central and Tsim Sha Tsui assets, further 
reinforcing the city’s role as the primary 
command centre  for Chinese capital and 
enterprises going overseas.

Change In Grade A Office Vacancy Rates, 
March 20 26  vs  December 202 5

Districts Mar 2026 Dec 2025
Change 
(QoQ)

Central 10.2 11.3 - 1.1

WC/CWB 12.3 13.1 - 0.8

Island East 13.5 12.6 +0.9

Island South 25.2 24.5 + 0.7

Tsim Sha 
Tsui

14.3 14.8 - 0.5

Kowloon 
East

23.0 23.3 - 0.3

Kowloon 
West

16.4 15.6 +0.8

Overall 15.2 15.5 - 0.3

commitment of around 250,000 sq ft at 
Artist Square Towers in the West 
Kowloon Cultural District, are 
consolidating the Kowloon Station cluster 
as a true extension of the CBD, leveraging 
excellent rail connectivity and new 
cultural amenities. These high -profile 
commitments underscore that the 
strongest recovery is increasingly 
concentrated in a narrow band of prime, 
transit -oriented assets on both sides of 
the harbour .

IPO PIPELINE AND REGULATORY SHIFTS

IPO -related and regulatory developments 
are also set to play a larger role in shaping 
demand patterns. New CSRC guidance 
steering Mainland issuers ( in particular 
those  with main businesses in Mainland) 
away from complex offshore red -chip 
frameworks toward more standardised  
onshore H -share –type structures may, in 
the near term, reduce structurally recurring 
work for some offshore legal and 
corporate -services firms and temper their 
expansion appetite in Central. This 
guidance does not apply to Mainland 
corporates that have already expanded

overseas and established sizable offshore 
operations. Over the medium to long term, 
however, if policy effectively results in “same 
venue, different structure” —with Hong Kong 
remaining the primary offshore listing and 
trading platform but under closer alignment 
with onshore rules —the city should retain its 
core role as China’s international IPO hub, 
with occupier demand gradually tilting away 
from offshore structuring work towards 
treasury, investor -relations, research and 
capital -markets functions that continue to 
underpin high -quality requirements in prime 
CBD locations.

Number of 
IPOs

Fund Raised via 
IPO

2023 73 HK$46.4 billion

2024 71 HK$83.4 billion

2025 119 HK$285.8 billion

2026 
Q1

40 HK$109.9 billion

Source  Savills Research & Consultancy

Source Savills Research & Consultancy

Source Savills Research & Consultancy

Direct Listing (H -shares) Indirect Listing (Red Chip) 

Outside  Mainland (e.g., HK, 
Caymans)

Inside  Mainland
Company
Incorporation:

HK As a Corporate 
Treasury Centre 
(CTC)

Offer Greater operational 
flexibility to CTCs

Expansion of treasury 
functions in Grade-A Office

Enhanced tax incentives for 
Corporate Treasury Centres

Increase Office 
Leasing Demand

%

For companies with main businesses in Mainland:

IPO Listing in Hong Kong
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District 2026

Prime office in 
Central & Tsim 
Sha Tsui*

5% to 7% rebound

Admiralty, 
Tsim Sha Tsui

0% to 3% rebound

Rest of HK 5% to 7% drop

HONG KONG OFFICE LEASING

the Law Society of Hong Kong’s HK$345 

million acquisition of The Center, and the 

Employees Retraining Board’s HK$478 

million purchase of six floors in First Group 

Centre. Historically, such transactions had 

absorbed an average of 432,000 sq ft per 

annum. As these owner -occupiers typically 

retained properties for long -term use, they 

effectively removed this space from the 

leasing market, which helped halt the 

market's continued decline.

Furthermore, the government's new 

regulations permitted the conversion of 

commercial buildings into student 

accommodation to satisfy significant 

demand. This policy accelerated a growing 

trend of Grade B and C office conversions, 

which displaced existing tenants. It was 

anticipated that this would displace 20% of 

current tenants in this segment, generating 

845,000 sq ft of annual relocation demand. 

It was projected that roughly half of this 

demand (422,500 sq ft) would be absorbed 

by Grade A offices within the area. This 

injection of demand from relocating tenants 

helped accelerate the office market's 

recovery from its cyclical downturn.

Assuming a continued recovery in the 

financial sector, annual office absorption is 

projected to return to pre -COVID levels of 

1.3 million sq ft, followed by an additional 

400,000 sq ft from end -user acquisitions 

and another 400,000 sq ft from 

displacement demand, this would bring the 

total annual absorption to 2.1 million sq ft. 

Under this optimistic scenario, vacancy 

rates were expected to peak at 16% in 2026 

before gradually declining to 6% by 2030, 

potentially triggering a rebound in office 

rents.
IPO Funds Raised and Number of IPOs, 1997 to 2025E

Source: Savills Research & Consultancy

Forecast
-5% 
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vacancy rate reached an all - time high of 

15.5% in December 2025, up 0.9 percentage 

points from December 2024, yet this 

headline figure masks significant district -

level divergence that defines the current 

market narrative.

OFFICE AREA LEASED BY HEDGE FUNDS & WEALTH / ASSET MANAGEMENT FI RMS IN HK

Savills identifies three drivers of market 
recovery. First, Core Growth industries like 
hedge funds and asset management firms 
expanded, leasing 267,869 sq ft of office 
space in 2025 —a 14% rise from 2021 —
bolstered by Hong Kong’s HK$35.1 trillion in 
assets under management and its return as 
the top global IPO hub. 

Second, Investment Appeal sectors 
remained robust. Private wealth 
management AUM grew 15% to HK$10.4 
trillion, with ~70% of inflows from Mainland 
China. Insurance demand strengthened 
after AXA’s redomiciliation  and amid rising 
mainland policy premiums reaching 
HK$62.8 billion (9% YoY growth). HSBC 
and Standard Chartered both opened 
major wealth centers.
.

Third, Non -Core Growth from education 
institutions capitalized on non - local student 
enrollment doubling to 92,000 (from 
46,800 in 2020/21), driven by quota 
increases from 40% to 50%. Universities 
executed significant leases in non -core 
areas: HKUST (31,378 sq ft in Kwun Tong), 
HKU Space (23,297 sq ft in Kowloon Bay), 
and HKMU's 279,000 sq ft en -bloc 
purchase.

2026 OUTLOOK: SELECTIVE RECOVERY 
THEME

The 2026 forecast reinforces market 
polarization. Prime offices in Central and 
TST are projected to achieve 5 -7% rental 
rebounds, supported by limited new supply 
(average 0.6M sq ft p.a. through 2032 
versus historical 2.0M sq ft p.a.) and 
continued financial sector expansion. The 
rest of Central, Admiralty, and TST may see 
modest 0 -3% rebounds, while peripheral 
districts face 5% rental declines amid 
structural demand challenges.

The selective recovery narrative reflects 
Hong Kong's evolving role as a specialized 
financial hub, where demand concentrates 
in premium assets serving high -value 
industries while secondary inventory faces 
obsolescence pressures. Supply 
constraints, combined with targeted 
sectoral growth, position prime Central and 
TST offices for sustained outperformance 
through 2026.

Grade A office supply is set to become a 
critical constraint beyond 2026, with new 
completions averaging only 0.6 million sq ft 
per annum from 2026 to 2032 versus 2.0 
million sq ft between 1996 and 2025. This 
sharp slowdown, especially in core CBDs, 
underpins tightening conditions and 
supports rental recovery in prime assets in 
the medium term.

Core 
Growth

Non -Core 
Growth

Three 
Segments 

Framework

Demand / 
Supply 

Rebalance

Quant Funds / 
Asset Management/ Market Makers

Insurance / 
Private Wealth Management

Education

Online Stock 
Brokerage

IPO

Strong Take - up of 
New Prime Offices

Office Supply to 
Subside

OUTLOOK: SUPPLY DOWNSHIFT AND SELECTIVE UPLIFT

Looking ahead through the rest of 2026, a 
downshift in new Grade A supply, 
combined with steady structural demand 
from financial institutions, funds, family 
offices, Mainland corporates and Middle 
East -related companies using Hong Kong 
as a springboard for global expansion, 
should gradually tighten the best - located

stock. While the overall market recovery is 
likely to remain selective and uneven – 
favouring  prime office buildings in Central, 
Wan Chai/Causeway Bay and West 
Kowloon over older and decentralised  
stock – conditions are gradually being put 
in place for a more sustained rental upturn, 
particularly amid the current

0.0
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2026 2027 2028 2029 2030 2031 2032

million sq ft net 

Central Wanchai/Causeway Bay Tsimshatsui Island East Kowloon East Kowloon West Others

2011 -2019 leasing + sales + conversion 
take -up: 2.1 million sq ft net per annum 

(Best Case)

2022 -2023 leasing + sales + 
conversion take -up: 1.3 million sq ft 

net per annum (Normal Case)

2020 -2023 leasing + sales + 
conversion take -up: 0.5 million sq ft 

net per annum (Worst Case)

Grade A Office New Supply by District, 2026F to 2032F

macroeconomic uncertainty and 
geopolitical volatility, as an increasing 
number of multinational corporations are 
expected to choose Hong Kong as their 
regional hub given its relatively higher level 
of safety and security.

Date Company  Name Property Unit
Area 

( sq.ft .)
Type of 

Transaction

Effective 
Rent 

(HK$psf)

Mar -26 J.P. Morgan
Artist Square Towers East & 

West Towers
Top 6 connected 

floors
250,000 New letting Confidential

Mar -26 AXA International Gateway Centre
Tower One -  Two 

and a half floor
90,000 New letting Confidential

Jan -26
Huatai Financial Holdings 

(Hong Kong) Ltd
The Center 62/F 26,356 Renewal $70

Jan -26
Standard Chartered (Wealth 

Management) One Causeway Bay 17/F 21,345 New Letting Confidential

Source  Savills Research & Consultancy

Source  Savills Research & Consultancy

Major Office Leasing Transactions, Q1/2026
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