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Insufficient high-quality supply in 

core Central and continued strong 

expansionary demand from MNCs, 

especially financial institutions, nudged 

office rentals to record highs. Two IFC 

achieved a record renewal of $160 psf 

per month while a hedge fund leased 

6,000 sf at $138 psf 

per month (effective) 

in Exchange Square, 

on the verge of 

the record high 

registered in the 

mid-1990s. The 

supply demand 

imbalance in core 

Central is unlikely to 

be alleviated in the near future and prime 

office rents are not expected to face near-

term downward pressure. The situation 

has enabled landlords in second-tier 

Central buildings to raise asking rents 

to unprecedented levels, with net 

effective rents in these Grade A premises 

increasing by up to 30% over the quarter.

 

Rental hardening has now spread from 

Central to CBD-fringe areas such as 

Admiralty and Wan Chai/Causeway Bay, 

where average rents surged 8.0% and 

7.9% q-o-q, respectively, in the third 

quarter, outpacing the overall q-o-q 

prime office average growth of 5.4%. 

Hong Kong’s close economic ties 

with China should underpin further 

expansion from banking and financial 

institutions as well as professional service 

consultancies. Currently, MNCs have 

little choice but to decentralise and/

or split their operations to meet cost 

and space demands, thus providing 

extremely strong pre-commitment 

support to prime office buildings nearing 

completion. This is especially true of 

the International Commerce Centre 

(ICC) above Kowloon Station (Phase I 

opening in late 2007) and One Island 

East in Quarry Bay, scheduled to open 

in early 2008. 

Morgan Stanley, 

for example, has 

confirmed its 

relocation from 

Exchange Square 

to ICC where 

they have pre-

committed to at 

least 300,000 sf 

by the end of 2008. Aedas, a world-

renowned architectural firm, committed 

to about 53,500 sf in One Island East. 

The Kowloon office market is expected 

to remain stable for the remainder 

of 2007. By virtue of ICC attracting 

occupiers from core Central, landlords in 

Tsim Sha Tsui have not come under any 

downward rental pressure. Tsim Sha Tsui 

landlords are reluctant to increase rentals 

substantially for fear that occupiers might 

opt for Kowloon East developments in 

order to reduce costs. With a number 

of new decentralised developments in 

Kowloon seeking Occupation Permits in 

2008, supply will be plentiful, which may 

lead to some downward rental pressure 

in decentralised districts. However, given 

buoyant demand and strong take-up, 

particularly in Tsim Sha Tsui where 

existing occupiers have to compete for 

space so as to satisfy their expansion 

requirements, downward pressure on 

rentals is likely to be very localised.

Supply demand imbalance in core 
Central prompted landlords in second-tier 
Central building to raise asking rents to 
unprecedented levels and spread rental 

hardening to CBD-fringe areas.
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New Supply Take-up Vacancy Rate
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	 Core Central	  – 	 13,415,177	 1.75%

	 Admiralty	  – 	  4,037,762 	 3.85%

	 Sheung Wan	  – 	  3,231,488 	 6.29%

	 Wan Chai	  – 	  6,370,981 	 2.38%

	 Causeway Bay	  – 	  3,243,255 	 3.57%

	 Tsim Sha Tsui	  – 	  9,711,073 	 5.03%

	 Overall Prime	 0	 40,009,736	 3.37%

	 Decentralised Hong Kong	  – 	  5,812,630 	 5.96%

	 Decentralised Kowloon	  441,436 	  10,912,794 	 12.40%

	 Overall Decentralised	 441,436	 16,725,424	 10.17%

	 Overall Total	 441,436	 56,735,159	 5.37%

	 New Supply	 Total Stock	 Vacancy
	 (Net sf)	 (Net sf)	 Rate

* Note: CBRE Research conducted a review on the total stock of office buildings in the third quarter of 2007 and revised the office property database accordingly.

The bullish market for Grade A office properties in prime locations is 

largely the result of a lack of quality supply along with a low vacancy 

rate, which indicates strong demand. Current demand is indeed much 

higher than during the last Grade A office boom in 1994, according 

to the net year-to-date take-up figure of 620,217 sf, comparing 

with 123,551 sf in 1994. Rents in Hong Kong’s prime locations are 

expected to stay firm in the short- to medium-term.

Although the lack of new prime supply will end in the fourth quarter 

as Phase I of ICC will add some one million sf to the market, the 

overall office market should not be altered substantially as much of 

the space in this phase of the project has already been committed. As 

Hong Kong continues to benefit from favourable Chinese government 

policies; financial institutions continue to expand to cater to the surging 

demand for investment and wealth management services, and more 

Chinese enterprises plan to list in Hong Kong, net take-up is expected 

to continue to increase, thus providing a lasting uplift in demand for 

quality office space.
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Capital Value Trends in Prime Areas

Major Transactions in Q3 2007

Projections

Grade A Office Rental and Capital Value Projection to
Q4 2007

Lippo Centre
(I, II)

9 Queen’s Road
Central

Far East Finance
Centre

Total Consideration ($) Total Size (sf gross)
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A bullish Grade A office market fuelled investors’ interest in strata-

title office premises. The average price of available Grade A office 

space jumped 8.8% q-o-q in the third quarter, following the 6% 

rise registered in the preceding quarter. A stunning quarterly surge 

of 26.3% in total floor space transacted was registered in the 

period under review. The active transactions in CBD-fringe areas 

coincided with the notable rental rally in these areas. Along with 

the prevailing supply demand imbalance in prime office locations, 

it is very likely that landlords’ pursuit of investment-worthy yields 

was one of the major factors driving rental increases. 

Amid extremely limited supply and high rental costs in prime 

office locations, demand for quality office space will continue 

to be strong on the back of Hong Kong’s unique position as the 

most sophisticated full-service hub for MNCs to fully harness the 

advantages of proximity to China. Demand is slated to come 

from both overseas and Mainland MNCs prompted by various 

financial market stimuli such as the expanding Qualified Domestic 

Institutional Investor scheme and more China-related IPOs to be 

listed on the Hong Kong Stock Exchange. This should keep the 

Grade A office market buoyant for the foreseeable future. 

The overwhelming market response to the nearly completed projects 

is no surprise given the rental rally over the last few years. The third 

quarter saw a pick-up in rental increase over the previous quarter, 

thanks to outstanding performances in CBD-fringe areas in Wan 

Chai, Admiralty and Causeway Bay. Quarterly growth in each of 

these districts, at about 9%, 8% and 6.7%, respectively, outpaced 

average q-o-q growth in core Central (5.6%) and prime areas 

overall (5.4%). Since the next major prime office supply in core 

Central will come from space in Exchange Square to be vacated by 

Morgan Stanley by the end of 2008, rents in Central are likely to 

stay firm at least until then.

As One Island East nears completion and rents in prime areas 

approach record highs, Hong Kong East’s appeal as a location 

for MNCs requiring significant space is rapidly increasing. The 

4.3% q-o-q rental growth in the area in the third quarter, a 12-

month high, appears to have been driven by the buoyant sentiment 

resulting from pre-commitments in One Island East. Kowloon 

East, with four prime developments and the proposed Yue Man 

Square renewal project in the pipeline, holds the confidence of both 

landlords and tenants. Sun Hung Kai Properties, for example, opted 

to hold on to their new Millennium City 6 for long-term leasing, 

while occupiers such as ICBC, MTRC and Dah Sing Life remain to 

stay in the area.
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Terminology

Grade A: 

Modern facility with high quality finishes; 

flexible layout; large floor plates; spacious 

lobbies and circulation areas; effective central 

air-conditioning; good lift services zoned 

for passengers and goods deliveries; good 

management and parking facilities are normally 

available. 

New Supply: 

The number and/or square footage of buildings 

completed (including redevelopment) in a 

period.

Take-Up: 

The net absorption of office space let, or sold to 

the acquirer for occupation.

Vacancy Rate: 

The amount of vacant space divided by the total 

stock.

RENT: 

Rents are presented in HK$ on a net basis, 

unless otherwise specified.

CAPITAL VALUE: 

Capital values are presented in HK$ on a 

gross basis, unless otherwise specified.

MarketView Hong Kong Office
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Prime Office Districts in Hong Kong
Core Central 
This is the banking, legal and financial centre of Hong Kong and the district with the highest office rentals. Core Central consists of 
13.4 million sf of Grade A office space or 34 per cent of the prime Grade A office stock. 

Peripheral Central  
Peripheral Central is divided into east and west including areas such as Admiralty and Sheung Wan. Over the past decade these areas 
have grown dramatically, establishing themselves as the extensions of Core Central. Peripheral Central consists of 7.0 million sf of Grade 
A office space or 18 per cent of the prime Grade A office stock. 

Wan Chai  
Gloucester Road divides Wan Chai into two distinct sectors. The reclaimed area to the north has developed as an area for tenants 
requiring affordable rentals in good quality buildings, close to Central. Beyond the southern side of Gloucester Road are generally 
older, smaller buildings of lesser quality. Wan Chai consists of 6.3 million sf of Grade A office space or 16 per cent of the prime 
Grade A office stock. 

Causeway Bay  
Causeway Bay has a number of good quality office buildings at rental similar to Wan Chai. The area consists of 3.2 million sf of Grade 
A office space or 8 per cent of the prime Grade A office stock. 

Tsim Sha Tsui  
The prime Grade A buildings are mainly concentrated along Canton Road and Nathan Road. The area consists of 9.8 million sf of 
Grade A office space or 25 per cent of the prime Grade A office stock. 

©  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.
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Sun Life Tower, The Gateway
15 Canton Road, Tsimshatsui
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Beijing Fortune Plaza 
7 Dong San Huan Middle Road
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Beijing 100020
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Telephone:	(86) 28 8447 0022
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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 
Telephone:	(86) 532 8077 7286
Facsimile:	 (86) 532 8077 7267

Taipei
13F/A, Hung Tai Center
170 Tun Hua North Road 
Taipei 105, Taiwan
Telephone:	(886) 2 2713 2266
Facsimile:	 (886) 2 2712 3065
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6 Battery Road #32-01
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12/F, SC First Bank Building
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Facsimile:	 (822) 2170 5899
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G/F P.T.I Building 
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Telephone:	(91) 11 4239 0200 
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#5, 3/F Tower C, Laxmi Towers 
G-block, Bandra Kurla Complex 
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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
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705-706, 7/F Nucleus
Church Road
Pune 411 001, India
Telephone:	(91) 20 2605 5437/5367
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Jakarta, Indonesia
7/F Permata Bank Tower I
Jalan Jenderal Sudirman Kav. 27 
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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
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3/F, i2 Building
Asiatown I.T. Park, Lahug
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Bangkok, Thailand
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All Seasons Place 
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Telephone:	(66) 2 654 1111 
Facsimile:	 (66) 2 685 3300-1

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

Samui, 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

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
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Telephone:	(844) 220 0220
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