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Entering into the first quarter of 2007, the

performance of luxury residential market

did not disappoint both the investors and

owners. Although the Hong Kong stock

market was relatively volatile during the

quarter, the property market was only

mildly affected on the back of strong

demand for luxury

residential premises

and the relative

scarcity of housing

stock currently

available.

Due to better quality

outfit and superior facilities typically

featured by recently completed luxury

units, many affluent individuals have been

chasing after brand new luxury houses

and apartments instead of older existing

premises. As a result, the primary luxury

market did exceptionally well in this

quarter, as evidenced by the success

enjoyed in the launch of various new

luxury projects including The Legend in

Jardine's Lookout and Bel-Air No.8 in

Island South. Meanwhile, the sales of The

Vineyard located in Yuen Long have also

been respectable, as its unique wine-

concept has attracted a group of special

buyers.

The fact that buyers' positive sentiment

persisted into the first quarter has

reaffirmed that the resurgence of the

luxury housing market was not a one-off

event confined to year-end 2006. Whilst

Buyers' positive sentiment persisted
into the first quarter has reaffirmed

that the resurgence of the luxury
housing market was not a one-off
event confined to year-end 2006.

the effect of the record sale of Mount

Kellett Road site has not yet been fully

digested by the market, the satisfactory

results achieved by the land auction in

mid-March had a further positive impact

on the atmosphere for luxury housing

sales. The Pak Shek Kok reclamation site A

and site C in Tai Po

were being sold at a

price of $6,109 psf

and $4,668 psf

respectively, and

particularly the unit

land price of site A

was a new record

high among the sites being sold within the

New Territories. As these two sites are

going to be developed as luxury residential

complexes by the developers, these land

sales have had an immediate ripple effect

on the luxury residential market in other

areas, including the traditional luxury

districts.

Within a short period after the land

auction, new sales records were achieved

for luxury properties in Jardine's Lookout

and Island South. A unit at The Legend

named "King of House" was acquired for

$128 million, or around $33,300 psf,

which was a record-breaking unit price for

any penthouse units sold in Hong Kong to

date. Simultaneously, on the Island South,

units 48A and 48B of the Tower 8B of Bel-

Air No.8 were sold for a combined sum of

$55 million, or the equivalent of a

consideration of $14,794 psf.



SERVICED APARTMENTS

The Hong Kong serviced apartment market witnessed a strong

performance in the first quarter of 2007. Some of the investors noticed

the potential for future growth in this market sector and have been

exploring ways to increase their involvement. Earlier this year, Bo Yip

Building in Tsim Sha Tsui was acquired by the family of Mr. Chan Shu Kui

for $660 million in an opportunistic play which will see the building

converted to serviced apartments. Meanwhile, various developers have

unveiled new projects to capitalise on the rising demand for serviced

units. These include the launching of Domus Mercury by Yu Ming

Investment in February, which brought 69 new units onto the market in

Tin Hau.

According to CBRE Serviced Apartment Rental Index, all of the four sub-

segments within this market sector showed signs of growth in the first

quarter. Luxury serviced apartments performed the best with 4.9% q-o-q

growth, while the prices of boutique, standard and premier serviced

apartments rose 3.5%, 3.1% and 3.0%, q-o-q, respectively.
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Serviced Apartment Rental Index

Month Property Floor Location Size Gross Rental Gross Rental
(sf) (HK$ per month) (HK$ psf

per month)

Jan-07 Tower 2, Robinson Place High Mid-Levels 1,286 38,000 29.55

Pine Court, 5 Old Peak Road Mid Mid-Levels 2,500 70,000 28.00

Rosecliff, 20 Tai Tam Road House Island South 3,980 160,000 40.20

Feb-07 Tower 10, Hong Kong Parkview Low Island South 2,772 95,000 34.27

The Manhattan Tower High Island South 2,593 88,000 33.94

37 Barker Road Mid The Peak 2,100 78,000 37.14

Mar-07 Block A, Faber Court Low Island South 1,900 43,000 22.63

Greenland Court Mid Mid-Levels 1,350 60,000 44.44

Bamboo Grove High Mid-Levels 1,772 60,000 33.86

SELECTED LEASING TRANSACTIONS IN 1Q 2007

Month Property Location Size Price Price
(sf) (HK$ Million) (HK$ psf)

SELECTED SALES TRANSACTIONS IN 1Q 2007
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Standard Serviced Apartment Boutique Serviced Apartment *

* Boutique Serviced Apartment Index (2002 Q4 = 100)

  Jan-07 Unit C, 43/F, Tower 3, Tregunter Mid-Levels 3,034 38.80 12,788

House B, 110 Repulse Bay Road Island South 6,150 136.00 22,114

Unit 16, 4/F, Peak Garden The Peak 1,640 29.80 18,171

Feb-07 Unit B, 31/F, The Mayfair Mid-Levels 2,838 42.80 15,081

House 6, 39 Deep Water Bay Road Island South 4,754 110.00 23,138

House G, Wing On Villas The Peak 2,400 50.00 20,833

Mar-07 House 5, 8 Severn Road The Peak 5,143 198.00 38,499

Unit B, 30/F & 31/F, The Albany Mid-Levels 3,566 68.80 19,293

House D, 40 Island Road Island South 5,080 148.00 29,134



VACANCY

SALES MARKET

LEASING MARKET

Prices of properties on The Peak were strongly buoyed by the

successful sale of the Mount Kellett Road site at the end of last year.

Since then, landlords have been taking houses and apartments off

of the leasing market, as contracts with existing tenants expire,

rather placing them on offer for sale instead. These moves

collectively acted to drive up the vacancy rate for luxury residential

premises on The Peak this quarter. However, this scenario did not

apply to the three other luxury districts on Hong Kong Island, with

only minor adjustments compared with the fourth quarter of 2006.

The overall vacancy rate remained low at 2.7%, which was the

same level as recorded during the previous quarter.

As landlords continue to prefer to place their luxury residential

properties on the sales market, units available for lease are

becoming more scarce. Tenants in luxury units who are willing to

extend their leases after the existing agreements expire will face

some increment of upward adjustment in rents by their landlords.

These adjustments were reflected in the first quarter rental index, as

premises in Mid-Levels, Island South and The Peak have demon-

strated q-o-q rental growth of more than 5%. However, rents in

Jardine's Lookout registered a comparatively lower q-o-q growth of

1.4%, as a portion of interest focused on this district was attracted to

the newly developed project - The Legend.

During the first quarter, some owners of the premises on The Peak

were rather too aggressive in marking up the prices of their

properties on offer, thus creating a gap between the bidding and

asking prices for such properties - leading to failure of many

potential sales transactions.  The 2.1% drop in capital values for

premises on The Peak within the first quarter was considered to be

a natural adjustment, after the huge price surge experienced in the

previous quarter. However, in other districts, capital value growth

was strong, with sentiment having been further buoyed after the

sale of Pak Shek Kok site in mid-March. Jardine's Lookout achieved

the strongest q-o-q growth of capital values at 7.8%, while Mid-

Levels and Island South also registered incremental increases of

6.0% and 5.7% respectively, q-o-q.
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Luxury Residential Vacancy Rate

Luxury Residential Capital Value Index

YIELDS

Intense competition in mortgage lending amongst local banks

extended into the first quarter of 2007. However, since the US

interest rate movement is still uncertain due to the combined

effect of inflation and the sub-prime mortgage lending rate, the

local prime rate is unlikely to experience upward or downward

adjustment in the near future. The yield of luxury properties

remained relatively stable in the first quarter, rising slightly to

3.9% from the 3.8% recorded in the previous quarter. As there

will be only around 250 new luxury units placed on Hong Kong

Island this year, the further tightening of supply level which will

predictably occur in the remaining months of the year means a

drop in luxury residential prices and rents would be a very

unlikely scenario.

Luxury Residential Yields

Luxury Residential Rental Index
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USEFUL INFORMATION WHEN
LEASING RESIDENTIAL PROPERTY

RENTAL:

This is always referred to as monthly rental, and

is payable monthly, in advance, by the tenant to

the landlord.

RATES:

This is a tax charged by the Hong Kong

Government and is usually paid by the tenant,

unless the landlord has leased the property on

inclusive rental terms. The charge is paid as a

percentage of the ,rateable value, of the property,

which is fixed by the Hong Kong Government.

MANAGEMENT FEES:

Unless paying an inclusive rental, this is charged to

the tenant and usually covers building maintenance

and cleaning services.

STAMP DUTY:

On leasing, this is divided equally between the

tenant and the landlord, but on sale this is paid

totally by the purchaser.

LEGAL FEES:

Each party bears its own legal costs.

DEPOSIT:

This usually takes the following form, but may vary

between landlords:

• An initial one month’s rental deposit

immediately upon terms being agreed;

two further months’ deposit upon signing of

 the Tenancy Agreement.

Amounts required when signing the Tenancy

Agreement:

1. First month’s rental

2. First month’s rates and management fees

3. Two months’ rental as deposit

4. Electricity / Gas / Telephone deposit

5. Agent’s fee

6. Stamp Duty

NB: The above can vary depending on the

landlord and the lease terms agreed.
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HONG KONG LUXURY RESIDENTIAL SUBMARKET DESCRIPTIONS

1. JARDINE’s LOOKOUT/TAI HANG  Medium low-rise, Medium low density

2. ISLAND SOUTH  Low-rise, low density

3. MID-LEVELS  High-rise, high density

4. THE PEAK   Low-rise, low density
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©©©©©  2007 CB Richard Ellis, Inc. We obtained the information above from sources we believe to be reliable.  However, we have not verified its
accuracy and make no guarantee, warranty or representation about it.  It is submitted subject to the possibility of errors, omissions, change of
price, rental or other conditions, prior sale, lease or financing, or withdrawal without notice.  We include projections, opinions, assumptions or
estimates for example only, and they may not represent current or future performance of the property.  You and your tax and legal advisors should
conduct your own investigation of the property and transaction.

ASIA OFFICES
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 Kong
Telephone: (852) 2820 8100
Facsimile: (852) 2521 9517

BEIJING
PEOPLE'S REPUBLIC OF CHINA
Suite 1203-1205, 12/F
Beijing Fortune Plaza, Tower A
7 Dong San Huan Zhong Road
Chaoyang District, Beijing 100020
People's Republic of China
Telephone: (86) 10 5820 9288
Facsimile: (86) 10 5820 9088/9188

SHANGHAI
PEOPLE'S REPUBLIC OF CHINA
Suite 3201, 3203-3206
32F, 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

Unit 1004, 10th Floor, Azia Centre
1233 Lujiazui Ring Road
Shanghai 200120
People's Republic of China
Telephone: (86) 21 2401 1200
Facsimile: (86) 21 5047 1171

GUANGZHOU
PEOPLE'S REPUBLIC OF CHINA
Suite 1401-1402, Guangzhou
International Electronics Tower
403 Huanshi Road East
Guangzhou 510095
People's Republic of China
Telephone: (86) 20 2883 9200
Facsimile: (86) 20 2883 9248

CHENGDU
PEOPLE'S REPUBLIC OF CHINA
Suite 2906, Building A, Times Plaza
No. 2, Zong Fu Road
Chengdu 610016
People's Republic of China
Telephone: (86) 28 8667 0022
Facsimile: (86) 28 8667 2121

TIANJIN
PEOPLE'S REPUBLIC OF CHINA
Room 903, Office Tower A
The Exchange, 189 Nanjing Road
Heping District, Tianjin 300051
People's Republic of China
Telephone: (86) 22 8319 2178
Facsimile: (86) 22 8319 2180

SHENZHEN
PEOPLE'S REPUBLIC OF CHINA
Suite 2404-05
Excellence Times Square Building
Yitian Road, Futian District
Shenzhen 518048
People's Republic of China
Telephone: (86) 755 3302 9801
Facsimile: (86) 755 3302 9811

HANGZHOU
PEOPLE'S REPUBLIC OF CHINA
Suite 1201, 12/F Anno Domini Plaza
North Tower, 8 Qiu Shi Road
Hangzhou 310007
People's Republic of China
Telephone: (86) 751 2880 6818
Facsimile: (86) 751 2880 8018

TAIPEI, TAIWAN
13F/A, Hung Tai Center
170 Tun Hua North Road
Taipei 105, Taiwan, R.O.C
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 Bldg
2-2-12 Hamamatsucho, Minato-ku
Tokyo 105-0013, Japan

28/F, Izumi Garden Tower
1-6-1 Roppongi, Minato-Ku
Toyko 106-6028, Japan
Telephone: (81) 3 6230 1188
Facsimile: (81) 3 6230 1177

SEOUL, KOREA
12/F, SC First Bank Building
100 Kongpyung Dong
Jongro-ku, Seoul, Korea 110-702
Telephone: (822) 2170 5800
Facsimile: (822) 2170 5899

NEW DELHI, INDIA
Ground Floor
4 Parliament Street
Press Trust of India Building
New Delhi 110 001, India
Telephone: (91) 11 4239 0200
Facsimile: (91) 11 2331 7670

MUMBAI, INDIA
9A, 2nd Floor, Laxmi Tower
C-25, G Block
Bandra Kurla Complex, Bandra (E)
Mumbai 400 051, India
Telephone: (91) 22 2652 7628/7665
Facsimile: (91) 22 2652 7655

BANGALORE, INDIA
3rd Floor, The Hulkul
81/37, Lavelle Road
Bangalore 560 001, India
Telephone: (91) 80 5112 1240-49
Facsimile: (91) 80 5112 1239

CHENNAI (MADRAS), INDIA
2C&D, Gee Gee Emerald
151 Village Road, Nungambakkam
Chennai 600 034, India
Telephone: (91) 44 2821 4599
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
Facsimile: (91) 40 2335 8886

PUNE, INDIA
CB Richard Ellis South Asia Pvt. Limited
Row House No. 33, Hermes Heritage
Phase I, Nagar Road
Shashtri Nagar, Pune 411006, India
Telephone: (91) 20 2661 6733
Facsimile: (91) 20 2661 6734

JAKARTA, INDONESIA
7th Floor, Permata Bank Tower I
Jalan Jenderal Sudirman Kav. 27
Jakarta 12920, Indonesia
Telephone: (62) 21 523 7337
Facsimile: (62) 21 523 7227

MANILA, PHILIPPINES
Suite 1003-1005
10/F Ayala Tower One &
Exchange Plaza, Ayala Avenue
1226 Makati City, Philippines
Telephone: (632) 752 2580
Facsimile: (632) 752 2571

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
Koh Kaew, Amphur Muang
Phuket 83000, Thailand
Telephone: (66) 76 239 967
Facsimile: (66) 76 239 970

HANOI, VIETNAM
Unit 12A, Vincom City Tower
191 Ba Trieu Street
Hanoi, Vietnam
Telephone: (844) 220 0220
Facsimile: (844) 220 0210

HO CHI MINH CITY, VIETNAM
Unit 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

11, Thao Dien, An Phu, District 2
Ho Chi Minh City, Vietnam
Telephone: (848) 744 2621/22
Facsimile: (848) 744 2620


