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MARKET OVERVIEW

Hong Kong’s commercial property investment market 

reignited in Q2 with transaction volumes rebounding 

by 5.1x q-o-q to HKD 25.84 billion. Following a very 

weak Q1, the rebound was largely attributable to an 

untick in activity in the office sector. 

Transaction volume of office assets reached HKD 

21.73 billion in Q2, about 1.6x above the five-year 

quarterly average of HKD 13.64 billion. Growth was 

supported by several marquee en-bloc office 

transactions. PAG, Gaw Capital and Arch Capital 

acquired Mapletree Bay Point in Kowloon Bay, 625 

King’s Road in Quarry Bay and 69 Jervois Street in 

Sheung Wan, respectively, for a combined HKD 16.65 

billion. 

The strata-titled office market also turned active, 

driven by sales activities in core locations, which 

accounted for 75% of the total strata-titled office 

transactions of HKD 5.08 billion recorded in Q2. 

Properties in Greater Central were the most sought-

after with activities concentrating in The Center as 

investors who purchased the 75% ownership of the 

building in 4Q17 continued to subdivide their portions 

and launch them onto the sales market. 

With retail sales recording their fourth-straight month 

of decline, investment sentiment for retail properties 

remained subdued. Volume in the sector reached 

HKD 2.05 billion in Q2, about a third of the five-year 

quarterly average of HKD 6.41 billion
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KEY TAKEAWAYS

• Transaction volume in the city’s commercial property market rebounded in Q2 on the back of 

several marquee en-bloc office transactions

• Investment into the office sector turned active while retail investment remained subdued

• PERE funds were a dominant player in the big-ticket commercial transaction market (valued 

at over HKD 1 billion each)

• Investment performance in 2H19 hinges heavily on how the Trade War progresses
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MARKET OVERIVEW (CON’T)

Since the second half of 2018, the city has 

seen an uptick in investment into commercial 

properties, especially the office and retail 

sectors, from institutional funds. With capital 

from mainland China remaining on the sidelines, 

PERE funds continued to dominate the big-

ticket commercial transaction market in Q2. 

Total investment from PERE funds reached the 

second highest-quarterly record, totaling HKD 

17.54 billion and accounting for 85% of all 

commercial transactions valued at more than 

HKD 1.0 billion each in Q2, up from 31% in Q1 

2018. 
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Significant Investment Transactions, 2Q19

PROPERTY LOCATION PURCHASER VENDOR SECTOR
PRICE 

(HKD BN)

Mapletree Bay Point 

(since renamed 

International Trade Tower)

Kwun Tong PAG Mapletree
Office

(En-bloc)

~10.00

(~$15,000 psf)

625 King’s Road Quarry Bay Gaw Capital
Swire Properties /

China Motor Bus
Office

(En-bloc)

4.75

(~$16,000 psf)

69 Jervois Street Sheung Wan Arch Capital
Kingboard

Holdings
Office

(En-bloc)

1.90

(~20,300 psf)

21/F-23/F, 

Conventional Plaza
Wanchai

Tai Hung Fai 

Enterprise

CEFC China 

Energy
Office

(Strata-titled)

1.80

(~36,800 psf)

Several units on G/F, 1/F 

2/F, Tonnochy Tower
Wanchai Arch Capital

Taiwanese 

Investor
Retail

0.89

(~30,000 psf)

OUTLOOK

The investment outlook for the city’s commercial property market hinges heavily on the direction of 

the ongoing trade talks. Should there be any positive progress in the negotiations, we expect the 

cloud of uncertainty over the property market to clear up further, which in turn, would give a boost 

to investment sentiment in the second half of 2019. 

In view of the city’s solid economic fundamentals and potential for relatively rapid capital 

appreciation, we expect robust investment appetite from institutional funds for big-ticket commercial 

properties to remain intact. En-bloc offices and neighborhood malls should remain as the main 

focus of these PERE funds on the back of resilient office leasing demand and sustained sales 

performance in the shopping centers in high-density neighborhoods. 

SECTOR
HKD

(BN)

CHANGE 

(Q-O-Q)

CHANGE 

(Y-O-Y)

Office 21.73 1,044.9% -39.7%

Retail 2.05 5.4% -48.1%

Industrial 2.06 69.6% -70.1%

Hospitality n/a n/a 0%

OVERALL 25.84 410.9% -46.2%

* Yields are as of end-May 2019


