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conservative investors locked in profits
by diversifying to fixed asset investment,
boosting both transaction volume and
value in premier-grade properties.
Sun Hung Kai Properties fetched $184
million, or $33,500 psf, from the record
sale of a penthouse unit at The Arch in
early July, Asia’s
most expensive

penthouse in

Developers’ faith

in the long-term prospects of the luxury
residential market was evidenced by
their aggressiveness in seeking plots and
submitting redevelopment proposals. In
August, Emperor International acquired
9A-H Seymour Road in Mid-Levels for
$464 million via compulsory sale in the
Lands Tribunal and planned to develop
eighty 1,800-sf luxury residential units.
Sun Hung Kai Properties intended to
invest $800 million to turn Southside
Villas in Shouson Hill into 30 to 40
luxury villas within the next three years.
A waterfront residential plot at Pak Shek
Kok (Site B) in Tai Po, sold at auction
for $4.55 billion, achieving 48% above
the reserve price. Sino Land, K. Wah,

QUICK STATS
Nan Fung and USI Holdings will jointly

Change in  Change in

develop the site, with the adjacent Sites
Q207 Q307

A and C acquired in March, into a

1,000-unit luxury residential project.
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Hong Kong benefited substantially from
bullish economic performance in China.
Whilst the Hang Seng Index surged

Prime Rents a massive 22.5% in the third quarter
and shows no sign of slowing down,
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Hong Kong sailed through the third
quarter of 2007 on a strong note with
gains in the local stock market, strong
economic fundamentals and rapid
growth in real estate values. Developers,
users and investors were particularly
enthusiastic about the luxury residential
sector supported
by high land Amid the local stock market rally,
prices, the local conservative investors locked in profit by
market rally and diverting part of their surplus to fixed asset Terms of unit price
stable mortgage in the quarter.
rates. investment, boosting both transaction volume
and value in premier-grade properties. Continued RMB

appreciation
as well as the SAR’s well-developed
legal framework and free economic
system prompted some high net-worth
Mainland investors to acquire Hong
Kong luxury residential properties.
Mainland and domestic demand pushed
the capital value of luxury residential
property on Hong Kong Island up
a stunning 11.7% over the quarter,
outpacing the g-o-q rental growth of
3.5%. As luxury residential landlords
opted to lock in profits by selling
rather than leasing their properties,
subsequent rent increases and limited
options in traditional luxury residential
locations shifted some leasing demand
to increasingly popular residential areas

in West Kowloon and Sai Kung.

In short- to medium-term, the local
prime lending rate is likely to slip
following recent global credit market
turbulence. Positive sentiment should
persist in Hong Kong’s luxury residential
market as real estate investment
provides a hedge against looming

inflationary pressure.
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SELECTED LEASING TRANSACTIONS IN 3Q 2007

Month Property Floor Location i Gross Rental  Gross Rental
(HKS$ per month) (HKS psf
per month)

Jul-07 House 5, Manderly Garden House Island South 3,504 215,000 61.36
””””””” UnitB, Wing Hong Mansion ~~~ Low  Mid-levels 1,399 50,000 3574
””””””” House 25, Strawberry Hill  House ~ ThePeak 2,945 220,000 7470
 Aug-07 House D32, RegaliaBay | House  lIsland South 4937 240,000 4861
””””””” Unit B, Tower 1, Garden Terrace ~~~~~ Mid ~ Mid-levels 6,500 95000 1462
””””””” House 27, Strawberry Hill ~ House ~ ThePeak 2,890 180,000 6228
© Sep-07  House 3, 61-63 Deep Water Bay Road House  Island South 3479 195000 5605
””””””” House 4, Bebedere ~ House  IslndSouth 3240 125000 3858
””””””” House 1,3 Coombe Road ~ House ~ ThePeak 4436 360000 8115

SELECTED SALES TRANSACTIONS IN 3Q 2007

Location i Price
(HK$ Million) (HKS psf)
Q07 House 2, Bello Horizonte  Islond South 3475 7900 22,734
,,,,,,,,,,,,, House 8, VillaRosa ~ IslndSouth 3980 8200 20603
House 8, Abergeldie The Peak 3,655 130.00 35,568
Aug07  6BelleviewDrive  blondSouth 4676 20000 42772
Units A & B, 20/F, Tower 2, Regence Royale Mid-Levels 5,219 90.00 17,245
House A, Kelletteria The Peak 5,261 140.00 26,611
Sep-07  House 15, 1-9 Shouson Hill Road Island South 4,331 73.00 16,855
,,,,,,,,,,,,, House 18, VilaRosa  IlondSouth 4013 &80 20882
Unit A, 28/F Tower 2, Garden Terrace Mid-Levels 3,002 38.50 12,825
SERVICED APARTMENTS
Serviced Apartment Rental Indices Driven by the expanding demand from major financial institutions and

Mainland corporations with jet-setting executives needing flexible and

1909 convenient accommodation, the serviced apartment market continued
.g 120 M to register strong performance in the third quarter of 2007. The average
n
5 rent of premier serviced apartments recorded the strongest quarterly
E growth of 8.1%, followed by standard (4.4%), luxury (2.7%) and
g 60— boutique (2.2%) serviced apartments.
I
2222885588883 3888355 Apart from continued demand from MNC users, the decrease in non-
5830860803330 3380080a030a3

serviced luxury flats for lease in the wake of the current acquisition binge

Luxury Serviced Apartment in the residential market led to considerable new demand for serviced

Premier Serviced Apartment

Standard Serviced Apartment Boutique Serviced Apartment * apartments. For example, the premier Four Seasons Place has recorded

« Boutique Serviced Apartment Index (2002 Q4 = 100) occupancy rates over 90% over the past 12 months whilst rent surged
from $60 psfto $82.5 psf. New serviced apartments are appearing

to cluster near Tsim Sha Tsui. The HarbourView Place will be the next
project to launch in the area. This 266-suite premier project adjacent to

the ICC will be available in the first quarter of 2008, with average rents

C B R E of $60 psf according to an announcement this past September.

CB RICHARD ELLIS © 2007 CB Richard Ellis, Inc.
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VACANCY

LEASING MARKET

Luxury Residential Vacancy Rate
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The overall vacancy rate for luxury residential properties on Hong
Kong Island rose 0.4 percentage points in the third quarter of 2007
to 2.4%, also a 0.3 percentage points increase y-o-y. The slightly
increased vacancy rate was expected as landlords opted to sideline
their properties while anticipating the best time to sell. From a
district-level perspective, the vacancy rates at Jardine’s Lookout,
Island South, Mid-Levels and The Peak at the end of the quarter
stood at 0.2%, 1.5%, 3.5% and 12.5%, respectively. Although The
Peak had the highest vacancy rate increase at 4.2 percentage points,
the figure was skewed by the relative larger average floor area of

the premises there and should not give cause for alarm.

SALES MARKET

Luxury Residential Rental Indices
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Overall luxury residential rents on Hong Kong Island registered
3.5% quarterly growth in the third quarter. Rental performance in
Jardine’s Lookout registered the strongest g-o-q growth of 4.2%
while the rental market in Island South, Mid-Levels and The Peak
also achieved g-o0-q growth of 3.8%, 3.2% and 2.9% respectively.
The rising local Consumer Price Index and the supply shortage

of luxury residential units on Hong Kong Island continued to fuel
landlords’ aggressive rent increases. However, the rising rental
market performance has been moderated since the first quarter of
2007, likely due to the increasing number of users opting to buy

rather than rent as a hedge against the inflationary environment.

YIELDS

Luxury Residential Capital Value Indices
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Sales of luxury residential properties were extremely brisk in the
third quarter, with average capital values surging 11.7% g-o0-q,
the sharpest quarterly growth since the second quarter of 2004.

It was the sixth consecutive quarterly increase registered for the
average sales price of luxury premises, mainly driven by the
supply shortage and high acquisition interest. As the local stock
market continued to break record-highs in an unchecked fashion,
some conservative investors opted to lock in profits by allocating
part of their portfolios to fixed asset investment. Premier villas on
The Peak remained the top targets of discerning investors or users
in the third quarter, highlighted by The Peak’s most remarkable
capital value quarterly increase over the past three years,
registered at 17.7%.

© 2007 CB Richard Ellis, Inc.

Luxury Residential Yields
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Significant quarterly growth in capital values, outpacing rental
growth, has resulted in a yield compression of 0.3 percentage
points that reduced the overall yield of luxury residential premises
on Hong Kong Island to 3.5% in the third quarter. Favourable
financial policies from the Mainland, such as the expansion of the
QDI scheme and the anticipated direct investment programme for
Mainland individuals contributed to the high liquidity within the local
banking system. Coupled with Hong Kong'’s own prime interest rate
cut from 7.75% to 7.5% corresponding with the Fed’s decision to cut
lending rates in September, the prevailing cash-rich environment has
fueled optimism in the real estate market. Many investors seemed

undaunted by compressing yields in the wake of the prevailing
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vibrant property acquisition spree.
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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

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, Tsimshafsui
Kowloon, Hong Kon
Telephone: (857) 2870 8100
Facsimile: (852) 2521 9517

Beijing

SUI'e 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 Infernational 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

Unns 401-404, Crowne Plaza
76 Hong Kong Middle Road
Shinan District, angdao 266071
Telephone: (86) 2 8077 7286
Facsimile: (86) 532 8077 7267

Taipei

]3F/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 PT.I Building

4 Parliament Street

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

Mumbai, 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

H, 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,

Telephone: (91 5 5605 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 |.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, Thepkrasoh‘rl Road
Kohkaew, Muan:

PhukefSSOOO Thm\and
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

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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© 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.

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 ferms. 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 renfal 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.





