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Industrial Sector Took the Lead in Commercial Property Transaction

Investment market momentum continued into the start of 2021, buoyed by the abolition of double stamp duty on commercial property

transactions in November 2020, a booming stock market, and hopes for a gradual economic recovery following the commencement of 

a city-wide COVID-19 vaccination programme in February. Twenty-one commercial properties were transacted at more than HK$100 

million in Q1, a remarkable growth figure of 110% y-o-y. Transaction volume for the quarter more than doubled to HK$7.0 billion 

compared to Q1 2020, underpinned by a handful of high-value transactions in the industrial sector.

Despite the current temporary uncertainty, the city’s long-term prospects remain promising. Property investors are actively seeking 

assets which allow them to capitalize potential future gains. From this perspective, industrial assets are among the top candidates, 

due to relatively low unit prices and vast potential for redevelopment into uses such as residential housing, cold storage facilities or 

data centres. In fact, three out of five industrial property transactions were en-bloc buildings, amounting to HK$3.4 billion. Notably, 

PERE funds have been active, pocketing four assets over the quarter. In one of the largest deals, an international PERE fund 

acquired Kai Bo Group Centre in Kwai Chung from a local supermarket operator for HK$1.5 billion. Elsewhere, Australian industrial 

property developer Goodman expanded its portfolio by adding nearly 50% of the available space in Seapower Industrial Building in 

Kwun Tong for HK$570 million. 

In the office sector, price expectations from buyers and sellers had been widening against a backdrop of differing views on the market 

outlook, combined with strong holding power supported by low interest rates. This led to a significant 87% q-o-q decline in transaction 

volume to HK$1.9 billion. In the absence of en-bloc transactions, several floors at Enterprise Square Three that recently changed 

hands for HK$790 million represented the largest office deal recorded in the quarter. Although capital values largely stabilized, office 

rental yields compressed further to 2.5% due to a sharper decline in rental levels, which retreated by a full 2.0% q-o-q in Q1.

2.5%
Office Gross Yield 

0.3%
CPI growth*
(Feb 2021)

-3.0%
GDP growth
(Q4 2020)

Source: Hong Kong Census and Statistics Department; 

U.S. Department of Treasury; Moody’s Analytics

* Composite CPI, non-seasonally adjusted
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Y-o-Y
Chg

104%

15,600
Office Capital Value (HKD/sf)

-13%

6.97B
YTD Investment Volume (HKD)

1.74%
10-year government 
bond rate (U.S.)
(Mar 2021)

OVERALL COMMERCIAL INVESTMENT VOLUME
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With the city’s retail sales market expected to undergo further consolidation, landlords of street-front shops were more willing to 

offload their assets at a discount. Meanwhile, domestic investors, especially those anticipating a gradual economic recovery and a 

near-term return of mainland visitors upon relaxation of travel restrictions, took advantage of the market adjustment to hunt for 

bargains. As a result, total transaction volume into the sector reached HK$1.6 billion, more than five times the volume of Q1 2020. A 

notable deal saw a seasoned local investor dispose of two properties in his portfolio in Sai Kung and Wanchai for a combined 

HK$515 million. 

Transaction Volume in 2021 Set to Eclipse 2020 Level

Ahead, we believe total commercial investment transactions in 2021 will exceed that achieved in 2020 in terms of both number of 

transactions and volume, thanks to renewed investor confidence and a favourable environment for property investment.

Industrial assets will remain the centre of attention, particularly after the government’s March announcement of a pilot scheme 

standardizing land premium calculations for older industrial buildings to be redeveloped to specified uses. Property investors can 

benefit from the scheme as it provides clarity for investment decisions and significant time and cost savings, and the scheme will 

likely encourage revitalization of industrial buildings, especially those in the right zoning.

After sitting on the sidelines for over a year due to social unrest and the pandemic, growing number of PERE firms have now been 

seen actively seeking investment opportunities. This is likely be an ongoing trend for 2021. In the second half of the year, PRC and 

international buyers are expected to be the next group of investors to return to the city to seek investment opportunities upon the 

resumption of cross-border travel. 
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PROPERTY LOCATION PURCHASER VENDOR SECTOR
PRICE 

(HKD MN)

Kai Bo Group Centre,

18 Kwai Hei Street (En-bloc)
Kwai Chung

International PERE 

Fund

Kai Bo Food 

Supermarket
Industrial

(En-Bloc)

1,500

(~HK$5,100 psf)

Bonjour Tower, 

36-50 Wang Wo Tsai Street (En-bloc)
Tsuen Wan Lai Sun Bonjour Group

Industrial

(En-bloc)

800

(~HK$3,600 psf)

Various floors, Enterprise Square Three,

39 Wang Chiu Road
Kowloon Bay TBC Fullsun International Office

790

(~10,900 psf)

Sea Power Industrial Centre, 

177 Hoi Bun Road (50%)
Kwun Tong Goodman

Samson Paper 

Holding Ltd
Industrial

570

(~4,900 psf)

G/F & 1/F, Sai Kung Garden,

16 Chan Man Street
Sai Kung Lotus Garden Ltd Local Investor Retail

400

(~14,100 psf)
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About Cushman & Wakefield

Cushman & Wakefield (NYSE: CWK) is a leading global real estate 

services firm that delivers exceptional value for real estate occupiers 

and owners. Cushman & Wakefield is among the largest real estate 

services firms with approximately 50,000 employees in over 400 

offices and 60 countries. Across Greater China, 22 offices are 

servicing the local market. The company won four of the top awards 

in the Euromoney Survey 2017, 2018 and 2020 in the categories of 

Overall, Agency Letting/Sales, Valuation and Research in China. In 

2020, the firm had revenue of $7.8 billion across core services of 

property, facilities and project management, leasing, capital markets, 

valuation and other services. To learn more, visit 

www.cushmanwakefield.com or follow @CushWake on Twitter.
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