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The sustained growth of external trade
combined with new players entering the
records management and mini-warehouse
storage business placed increased demand
on industrial properties in the fourth quarter
of 2007. The increasing demand for
storage is expected to push up rental and
capital values for industrial properties in
2008, though at a measured pace.

Given the proximity
of Hong Kong to fast
developing Chinag,
merchandise trade
growth related to the
Mainland accounted
for nearly 50% of the
SAR's total exports, compared with about
45% in 2006, according to the Census
and Statistics Department. The value of
total exports of goods in Hong Kong grew
9.2% y-o-y to $2,688 billion in 2007.

The value of re-exports went up by 10.8%
y-o-y to $2,578 billion during the same
period. Despite the weakened US trading
market in the fourth quarter, the Mainland
and European markets continued to hold
up well and maintained steady growth.
With global economic prospects being
overshadowed by the current financial
market chaos and the slowdown in the

US economy, the external trade outlook
for the upcoming years is subject to a
large degree of uncertainty. Yet, growth
momentum in emerging markets,
particularly the Mainland and a number of
Southeast Asian countries, remains fairly
robust, and this should continue to support
Hong Kong's export performance.

The opening of the Hong Kong-Shenzhen
Western Corridor in July 2007 provided
another passage to increase cross-
boundary traffic in the northwest of the
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Apart from the uncertainties in the
global market, growth momentum in
emerging markets remained fairly
robust and continues to support Hong

Kong’s export performance.

MarketView
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New Territories and is especially beneficial
to the logistics business. However, the
effect of transportation improvement did
not immediately trigger the industrial
property market, and the leasing activities
in the district remained relatively mild.
Nevertheless, considering the sustainable
trade growth with China, as well as the
continued falling of the overall vacancy
rate and competitive
rental values in Tuen
Mun and Yuen Long,
the leasing market in
these districts should
be more active in
2008.

In addition to persistent demand for
warehouse space from local logistics
corporations, a new stream of storage
demand from office-related uses emerged
in the fourth quarter. Hong Kong office
space is currently very limited and costly, so
creative solutions are required to minimize
operational costs. Thus, mini-warehouses
for document storage and record
management have recently enjoyed strong
growth. Notably clustered in Hong Kong
East, these operations contributed to the
district’s low vacancy rate of 0.3% in the
fourth quarter, versus an overall vacancy
rate of 1.6%.

Industrial properties still offer the highest
yield, with a range between 5 to 7% in the
fourth quarter of 2007. Although there

is a considerable degree of uncertainty
overshadowing the trading market, capital
values are expected to increase 10 to
15%, and rents are expected to surge 5 to
10% in 2008. Growth will be supported
by increasing demand, the vibrant trade
between China and other emerging
markets, and promising yields.
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SELECTED LEASING TRANSACTIONS IN 4Q 2007

Location Size  Gross Rental
(sf) (HK$ psf
per month)
Ever Gain Plaza Tower 1 17/F Kwai Chung /O 22,819 15.0
Kong Nam Industrial Building 19/F Tsuen Wan  Industrial 26,410 4.0
Tai Sang Shatin Warehouse 2 17/F Shatin Industrial 13,214 5.3
Sun Hung Kai Logistics Centre 4 Floors FoTan  Industrial 129,272 58

SELECTED SALES TRANSACTIONS IN 4Q 2007

Property Floor Location Type Size Price Price
(sf) (HKS$ Million)  (HK$ psf)
Southeast Industrial Building Units A& B on 2/F Tsuen Wan Industrial 34,996 22.80 652
Midas Plaza 11/F San Po Kong Industrial 10,697 31.56 2,950
Wah Shing Centre Units 1 &2 on G/F Kwai Chung Industrial 24,725 89.00 3,600
Ever Gain Plaza Tower 1 21/F Kwai Chung /O 23,642 61.47 2,600
Harbour Centre Tower 2 Units 2, 3, 7 & 8 on 5/F Hunghom Industrial 14,017 45.12 3,219
with 3 car parks
Hing Wai Centre 27/F Aberdeen Industrial 28,399 32.80 1,155
Newport Centre LG/F To Kwa Wan Industrial 25,000 24.30 972
ECONOMIC INDICATORS
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Warehouse Rental and Capital Value Indices
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Warehouse leasing activities in the fourth quarter of 2007 were
relatively stable as the traditionally quiet quarter was buoyed

by increasing number of players in the records management

and mini-warehouse storage business actively taking up space

to operate. The shrinking overall vacancy rate from 2.3% in

the third quarter to 1.6% in the fourth quarter demonstrated an
encouraging sign that external trade demand was still strong
despite a weakening US consumer market. Although there was no
rental growth in the fourth quarter, a considerable surge of 9.5%
g-o-q in the capital value index was recorded. Investors’ attention
has been captured, due to the general perception that warehouse
prices still lag behind the rest of the market, and more transactions

are expected.

FACTORY

Factory Rental and Capital Value Indices
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In the fourth quarter of 2007, leasing activities in factory

premises remained relatively moderate, with g-o0-q growth

of 1.9% registered in comparison with 6.2% achieved in the
previous quarter. Yet, buoyed by strong investment interest from
predominantly local investors who considered industrial properties
lagging behind other real estate types, the average capital values
surged 9% g-o-q in the fourth quarter, the highest quarterly

gain since mid-2005. Recent above-market-average unit prices
achieved for 24,725-sf at Wah Shing Centre in Kwai Chung
($3,600 psf), and 14,017-sf at Harbour Centre Tower in Hunghom
($3,219 psf) sent shockwaves to upsurge the capital values in these

districts, underlining the strong demand.
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Industrial/Office Rental and Capital Value Indices
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The dual purposes of I/O properties give both foreign investors and
local buyers flexibility in utilizing 1/O floor space in accordance with
the needs in the micro-market. As I/O properties in Kwai Chung

are close to container terminals, they continue to be welcome by
institutional investors who opt to hold them in their logistics-focused
portfolios. A notable sales transaction involved 23,642 sf of space
in Ever Gain Plaza purchased by an overseas institutional fund for
$61.47 million. Given the increased popularity of decentralized
office space, landlords of 1/O properties in such locations will likely
use the mixed-use buildings more like office premises. In an extreme
case, the landlord of Delta House even paid the premium to change
1/O use of the building to office. The capital values of I/O properties
recorded considerable growth of 7.5% g-o-q while rental growth
registered mild quarterly growth of 0.6% in the last quarter of 2007.

EN BLOC & SITE TRANSACTIONS

En bloc and Site Transactions
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Compared with 2006, the total floor area involved in en bloc
transactions registered a significant yearly increase of 32.1% in
2007 while total considerations rose 55.3%. Two uncommon and
encouraging transactions were noted in the fourth quarter — two bare
industrial sites changed hands in November 2007 in the established
industrial precincts of Tsuen Wan and Kwai Chung. The sites,

located on Fui Yiu Kok Street in Tsuen Wan and on Yiu Wing Street
in Kwai Chung, were transacted at $72 million and $116 million,
respectively. These bare site transactions reflect the eagerness of
investors and developers to take advantage of the prevailing supply
crunch in quality industrial properties. Future developments on these
sites will most likely involve industrial premises highly adaptive to the
need of logistics players, given the high level of existing industrial

activity in the area, which is also an important logistics hub.
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Hong Kong

34/F Central Plaza

18 Harbour Road, Wanchai
Hong Kong

Telephone: (852) 2820 2800
Facsimile: (852) 2810 0830

Suite 2109-12, 21/F
Sun Life Tower, The Gateway
15 Canton Road, Tsimshatsui
Kowloon, Hong Kon
Telephone: (852) 2820 8100
Facsimile: (852) 2521 9517

Beijing

Suite 1203-1205, 12/F, Tower A
Beijing Fortune Plaza

7 Dong San Huan Middle Road
Chaoyang District

Beijing 100020

People’s Republic of China
Telephone:(86) 10 5820 9288

Facsimile: (86) 10 5820 9088/9188

Shanghai

Suite 3201, 3203-3206

32/F, K. Wah Center

1010 Huai Hai Middle Road
Shanghai 200031

People’s Republic of China
Telephone:(86) 21 2401 1200
Facsimile: (86) 21 5403 7519

Suite 1004, 10/F

Azia Center

1233 Lu Jia Zui Ring Road
Shanghai 200120

People’s Republic of China
Telephone:(86) 21 2401 1200
Facsimile: (86) 21 5047 1171

Guangzhou

Suite 7401-1402, Guangzhou
International Electronics Tower
403 Huan Shi East Road
Guangzhou 510095

People’s Republic of China
Telephone: (86) 20 2883 9200
Facsimile: (86) 20 2883 9248

Shenzhen

Suite 2404-05

Excellence Times Square Building
Yi Tian Road, Futian District
Shenzhen 518048

People’s Republic of China
Telephone: (86) 755 3395 3700
Facsimile: (86) 755 2399 5370

Hangzhou
Suite 1201, 12/F, North Tower

Anno Domini Plaza, 8 Qiu Shi Road

Hangzhou 310013

People’s Republic of China
Telephone:(86) 571 2880 6818
Facsimile: (86) 571 2880 8018

Chengdu

Suite 704A-706, Office Tower at
Shangri-La Centre Chengdu, Block B

9 Bin Jiang East Road, Chengdu 610021
People’s Republic of China
Telephone:(86) 28 8447 0022
Facsimile: (86) 28 8447 3311

Tianjin

Suite 903, Tower A, The Exchange
189 Nan Jing Road, Heping District
Tianjin 300051

People’s Republic of China
Telephone:(86) 22 8319 2178
Facsimile: (86) 22 8319 2180

Dalian

Suite 2104, 21/F

Tian An International Tower

88 Zhong Shan Road, Zhongshan District
Dalian 116001

People’s Republic of China
Telephone:(86) 411 3980 5855
Facsimile: (86) 411 3980 5866

Qingdao

Units 401-404, Crowne Plaza
76 Hong Kong Middle Road
Shinan District, Qingdao 266071
People’s Republic of China
Telephone:(86) 532 8077 7286
Facsimile: (86) 532 8077 7267

Wuhan

Suite 3915, 39/F, Wuhan New World
International Trade Centre, Tower 1
568 lJian She Avenue, Wuhan 430022
People’s Republic of China
Telephone:(86) 27 8555 8277
Facsimile: (86) 27 6885 0506

Taipei

13F/A, Hung Tai Center

170 Tun Hua North Road
Taipei 105, Taiwan
Telephone:(886) 2 2713 2266
Facsimile: (886) 2 2712 3065

Singapore

6 Battery Road #32-01
Singapore 049909
Telephone:(65) 6224 8181
Facsimile: (65) 6225 1987

Tokyo, Japan

5/F Shuwa Daiichi Hamamatsucho Building

2-2-12 Hamamatsucho, Minato-ku
Tokyo 105-0013, Japan
Telephone: (81) 3 5470 8711
Facsimile: (81) 3 5470 8715

1/F Shuwa Daiichi Hamamatsucho Building

2-2-12 Hamamatsucho, Minato-ku
Tokyo 105-0013, Japan
Telephone:(81) 3 5470 8800
Facsimile: (81) 3 5470 8801

*20 offices throughout Japan

Seoul, Korea

12/F, SC First Bank Building

100 Gongpyeong-dong, Jongno-gu
Seoul, Korea 110-702

Telephone (822) 2170 5800
Facsimile: (822) 2170 5899

New Delhi, India

G/F PTI Building

4 Parliament Street

New Delhi 110 001, India
Telephone: (91) 11 4239 0200
Facsimile: (91) 11 2331 7670

Mumbi, India
#5, 3/F Tower C, Laxmi Towers
G-block, Bandra Kurla Complex
Bandra (E), Mumbai 400 051, India
Telephone: (91) 22 4069 0100
Facsimile: (91) 22 2652 7655

Bangalore, India
3/F The Hulkul

81/37, Lavelle Road

Bangalore 560 001, India
Telephone:(91) 80 4112 1240-49
Facsimile: (91) 80 4112 1239

Chennai (Madras), India

2H, 2/F Gee Gee Emerald 2C & 2D
151 Village Road, Nungambakkam
Chennai 600 034, India

Telephone: (91) 44 2821 4599/4571
Facsimile: (91) 44 2821 4607

Hyderabad, India

Eden Garden 8-2-595/3/5
Road No.10, Banjara Hills
Hyderabad 500 034, India

Telephone: (91) 40 2335 8887/6683 4446

Facsimile: (91) 40 2335 8886

Pune, India

705-706, 7/F Nucleus

Church Road

Pune 411 001, Ind

Telephone: (91) 20 2605 5437/5367
Facsimile: (91) 20 2605 5405

Jakarta, Indonesia

7/F Permata Bank Tower |

Jalan Jenderal Sudirman Kav. 27
Jakarta 12920, Indonesia
Telephone: (62) 21 523 7337
Facsimile: (62) 21 523 7227

Manila, Philippines

Suite 1002-1005,

10/F Ayala Tower One &
Exchange Plaza

Ayala Avenue, Makati City
Metro Manila 1226, Philippines
Telephone: (632) 752 2580
Facsimile: (632) 752 2571

Cebu, Philippines

3/F, i2 Building

Asiatown L.T. Park, Lahug
Cebu City, Philippines 6000
Telephone:(632) 238 4211

Bangkok, Thailand

46/F, CRC Tower

All Seasons Place

87/2 Wireless Road

Lumpini, Pathumwan
Bangkok 10330, Thailand
Telephone: (66) 2 654 1111
Facsimile: (66) 2 685 3300-1

Phuket, Thailand

12/9 Moo 4, Thepkrasattri Road
Kohkaew, Muang

Phuket 83000, Thailand
Telephone: (66) 76 239 967
Facsimile: (66) 76 239 970

Samvui, Thailand

3/6 Moo 1, Baan Bophut -
Plailaem Road

Bophut, Koh Samui

Surat Thani 84320, Thailand
Telephone: (66) 77 430 737
Facsimile: (66) 77 430 740

Pattaya, Thailand

306/96.97 Moo 12 Thappraya Road,

Nongpure, Banglamung

Chonguri 20150, Thailand
Telephone: (66) 77 430 737
Facsimile: (66) 77 430 740

Ho Chi Minh City, Vietnam
Suite 1301, Me Linh Point Tower
2 Ngo Duc Ke Street, District 1
Ho Chi Minh City, Vietnam
Telephone:(848) 824 6125
Facsimile: (848) 823 8418

Hanoi, Vietnam

Floor 12A, Vincom City Tower B
191 Ba Trieu Street

Hanoi, Vietnam

Telephone: (844) 220 0220
Facsimile: (844) 220 0210
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own investigation of the property and transaction.

INDUSTRIAL PROPERTY
DEFINITIONS

WAREHOUSE:

This category comprises premises designed

or adapted for use as godowns or cold stores
and includes ancillary offices. Premises located
within the container ferminals are also included.
About 80% of the stock is located in the New
Territories, with Kwai Tsing alone accounting for

40 per cent.

INDUSTRIAL/OFFICE (1/0):

This category comprises floor space in
developments with planning permission and
lease modification for industrial/office use and
certified for occupation as such. The sfock is
distributed in 11 districts throughout the terrifory,
with Kwun Tong, Shum Shui Po and Kwai Tsing,
accounting for more than 70 per cent of the tofal

floor space.

FACTORY:

This category comprises flatted factories and
ancillary office accommodations. It includes
flatted factory space that has received planning
permission for industrial/office use but has

not yet completed the government lease
modification. Also included in this category is
strata-fitle floor space with femporary planning
permission for industrial/office use and short-
term waivers of government lease restrictions. It
should be noted that much of the flatted factory
space completed in recent years has been built
to a high standard with good finishes. Although
many factory buildings are occupied as offices,
showrooms, or a mixture of these uses and light
industrial purposes, they should be distinguished
from buildings with proper industrial/office
status. The majority of the stock is found in four
districts of Hong Kong, namely Kwun Tong, Tsuen
Wan, Kwai Tsing and Tuen Mun, which account

for 60 per cent of the total supply.





