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R \C(gY Investment Volume Dropped 80% Y-O-Y in Q1
et 7, 9 Investment activity stalled after the Spring Festival period under the impact of the COVID-19 outbreak. Four transactions
3 ZB were completed earlier, amounting to RMB3.2 billion, a drop of 80% y-0-y. The drop was magnified by two significant deals
YTD hvestment Volume (RVB) -83.3% at a combined RMB18 billion recorded last year. Investment decisions slowed and site visits were put on hold during the
outbreak, as firms postponed resumption of work and business trips were discouraged. Some prospective deals entered
55 203 extended timelines. However, prior to the Spring Festival period the market had been active, with investors exhibiting healthy
, A 70 . . ) : S "
Office Capital Value (RMB/sq m)* 3. 7% interest. In the mid-to long-term the outlook for the Shenzhen investment market is still positive.
5 11% Hong Kong Investors Maintain Weighting
Off.ice Gross Yield* -41 bps A single foreign investment transaction, from a Hong Kong-based U.S. real estate investment company, took a nearly 40%
share of the total consideration. Hong Kong investors maintained their weighting in the market, buoyed by the city’s location
' _ _ and GBA initiatives. Domestic investors accounted for 60.9%, including a manufacturer acquiring property for self-use, and a
*Note: refer to Strata-titled Office .. . . . .
real estate company acquiring an urban renewal project. As the outbreak comes under control domestic buyers will continue to

be key players, while foreign investors are expected to maintain their interest in the city.
ECONOMIC INDICATORS

2019 Office Buildings Remain the Most Favored Asset
Vo 12-Mo. Transactions in the quarter included offices, R&D premises, factories, and residential units. The office sector has remained
Chg Forecast the most eye-catching for investors. This is because most land sites for auction in recent years have been mixeduse
67% complexes including office sites. Upon completion, real estate companies would then hold a number of office properties. As
GDP growth 4 A 4 en-block office buildings have been offered for sale to ease financial difficulties, the average price has dropped. Office

properties are also easier to operate compared to retail properties, and, when permitted, can be sold by stratatitle. Hence,
office properties have remained the most favored investor asset. In contrast, investors have exercised caution in acquiring
industry premises such as factory sites, especially where their objective is for adaptive-reuse purposes.
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Strata-titled Office Capital Value

Rental Declines Compress Gross Yieldsto 5.1%

65,000 1 Most office leasing transactions took place before the Spring Festival period, with market activities suspended after that. Our
60,000 - rental and price metrics reflect the market movement before the Spring Festival. The high volume of office supply in recent
55000 years has pressured the office leasing market, driving down average rentals and compressing gross vyields. The gross yield
2™ of second-hand strata-titled Grade A office edged down 0.1 percentage points to 5.11%, with prices down 1.25% to
% 50,000 - RMB55,203 per sqm in Q1.
45,000 A
40000 Annual Transactions Likely Setto Decline Y-O-Y
' \0@( \0\6 \o\Q’ \0\« \0\% \o\g \Or,p T_er_nporary shut do_wns a_nd cessation of operatio_ns during_the COVID-19 outbreak causedreal estate companie; financial
o difficulties. Some firms divested themselves of prime premises or land plots to ease the pressure, raising supply in the
e market. Insurance companies including government-back companies were significant players and buyers in the market last
Strata-titled Office Gross Yields year, and they are expected toremain as key buyers of commercial properties.
701 Shenzhen has demonstrated resilience and strong city management in fighting the epidemic, bringing confidence for
651 investors. Nonetheless, considering the uncertainties, the market is now set to see extended transaction periods.
6.0 1 Regardless of growing investment in the last few years, we can expect total transactions this year to decline compared with
8 55 1 the previous year.
5.0 1
45 A
4.0
\O\u \0\6 \0\6 \0\1 \0\% \0'\% Ry
Office KEY SALE TRANSACTIONS
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