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After the robust growth observed in the 

second half of 2007, early indications 

of market consolidation were noted in 

the first quarter of 2008. Although the 

retail sales volume and MMDHI in Hong 

Kong continued to grow, high inflationary 

pressure and negative wealth effect from 

volatile stock market impacted local 

spending sentiment. 

According to the latest 

government figures, 

the total retail sales 

value in February 

2008 increased 

9.5% y-o-y to $22.8 

billion. After netting 

out the effect of price 

changes over the 

same period, the total 

retail sales volume 

only rose 4.5% y-o-y. 

This was the lowest 

growth observed 

over the past 10 months. In particular, 

the sales volume of basic food items (i.e. 

livestock and poultry, fruits and vegetables, 

etc.) has recorded negative growth for 

five consecutive months since October 

last year. These figures indicated that the 

purchasing power of local residents could 

possibly be eroded by high inflation, 

resulting in more cautious spending.

Yet, some landlords, especially those 

owning properties in prime shopping 

districts, are still bullish on Hong Kong’s 

retail business on the back of rising labour 

income, the improving job market and 

sustained expansion of inbound tourism. 

As a result, both the asking prices and 

rents of retail properties remained at a 

relatively high level. Retailers are more 

cautious however, especially in selecting 

retail spaces, due to the uncertainties on 

the global economic front. In the current 

stalemate between landlords and retailers, 

vacancy in retail spaces in traditional 

prime shopping areas, for example Des 

Voeux Road Central, may begin to register 

a mild increase in coming quarters. This 

trend could be a possible suggestion that 

retail rents might have 

already exceeded the 

market’s reach.

In addition to the 

domestic market, 

tourist spending is 

another crucial pillar 

supporting retail 

sales. Despite the 

16.2% y-o-y growth 

of visitor arrivals to 

approximately 2.5 

million in January, 

the key question 

yet to be answered in 2008 is whether 

such growth can be sustained. The 2008 

Olympic Equestrian Events will be staged 

in Hong Kong this summer, but whether 

this will be a popular event with Chinese 

visitors is questionable. On the contrary, 

as the majority of the Olympic Games will 

take place in Beijing, Mainland Chinese 

may opt to stay in China in order to 

experience the games first hand. Similarly, 

with the UEFA Euro Cup 2008 to be held 

in Austria and Switzerland this June, and 

the prevailing challenges in Europe posed 

by the global financial turmoil, European 

tourists might choose to shelve or delay 

long-haul journeys to Asia. Whilst the 

extent of these effects and the anticipated 

strains in the global economy remain 

unknown, prices and rents of retail spaces 

may have limited, if any, room to grow.

Early indications of market 
consolidation may have emerged 

as high inflationary pressure 
and the negative wealth effect 
from the flighty stock market 

have dampened local spending 
sentiment, albeit amid considerable 
growth in retail sales volume and 

labour income.



Economic Conditions

Hong Kong Inflation Rate 

SelectED Leasing Transactions in 1Q 2008

Hong Kong Unemployment Rate

Source: Census & Statistics Department
Remark: As from the reference month of October 2005 onwards, the year-on-year rates of change 
are derived from the new 2004/05-based Consumer Price Indices.

Source: Census & Statistics Department
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District	 Property		  Size	 Tenant
				   (sf)

Central	 Shop C, G/F & 1/F, Yip Fung Building, 2-18 D’Aguilar Street	 3,000	 (gross)	 Sa Sa Cosmetic
	
Central	 G/F & M/F, Yu To Sang Building, 37 Queen’s Road Central	 G/F: 2,965	 (net)	 Chow Sang Sang
		  M/F: 3,420
	
Causeway Bay	 Shop B, G/F, 60 Russell Street	 1,000	 (gross)	 Prince Watch

Causeway Bay	 G/F, 23-25 Lee Garden Road	 1,400	 (gross)	 Bonjour

Causeway Bay	 Shop 4, G/F, Island Beverley, 1 Great George Street	 1,075	 (gross)	 DHC

Causeway Bay	 Shops 1-2, G/F, Shun Hei Causeway Bay Centre,	 1,100	 (gross)	 The Body Shop
	 492 Lockhart Road

Causeway Bay	 Portion G/F, 1 Pak Sha Road	 1,300	 (gross)	 Safilo		

Causeway Bay	 Shop 1, G/F, Ying Kong Mansion, 2-6 Yee Wo Street	 350	 (gross)	 Bee Cheng Hiang

Tsim Sha Tsui	 Shops A1-A2, G/F & 1/F, Comfort Building,	 G/F: 1,964	 (gross)	 G2000
	 86-88 Nathan Road	 1/F: 1,550

Mong Kok	 G/F, 46-50 Tung Choi Street	 4,120	 (gross)	 Apex Sport

Hong Kong’s inflation rate reached 6.3% in February 2008, the 

highest recorded since July 1997. The increase was mainly due to the 

upsurge in the cost of basic foodstuffs, particularly pork, beef and fresh 

vegetables. The current global economic uncertainty and market turmoil, 

appreciation of the RMB and weakening of the US dollar are expected to 

continue, further increasing inflationary pressure. Although the persistent 

increase in labour productivity should be able to contain upward price 

pressure to a certain extent over the next few months, low interest rates 

may act to offset some of this containment effect.

The labour market sustained its strong performance registered in 

2007 and remained generally stable during the first quarter of 2008. 

According to the Labour Department, job vacancy from the private sector 

in March 2008 rose 8.6% over the previous month, or 7.6% y-o-y. The 

slight expansion in the labour force led the number of unemployed 

persons (not seasonally adjusted) to rise by almost 7,000 after falling for 

six consecutive periods, and resulted in a slightly edged up seasonally 

adjustment unemployment rate to 3.4% (provisional figure) in January 

- March 2008. As the labour market continues to register fairly robust 

performance, considerable salary increases are expected due to both 

high inflation and the desire to retain high quality staff. However, the 

potential impact on local employment arising from increasing challenges 

posed by the US economic slowdown and the volatility of the global 

financial markets should also be noted.
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Source: Hong Kong Tourism Board

Number of Visitors Year-on-year Change
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Median Domestic Household Income Year-on-year Change

Source: Census & Statistics Department
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Median Monthly Domestic Household Income (MMDHI) Tourist Arrivals

Median Household Income in Hong Kong Visitor Arrivals in Hong Kong

Retail Sales

Total Retail Sales in Hong Kong

Retail Rental Trends

Prime Retail Rental Indices
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The MMDHI was recorded at $18,000 from November 2007 to 

January 2008, up slightly from the previous quarter’s $17,900. 

Growth was likely due to the continued tightening in the labour 

market and salary rises along with high inflation. MMDHI 

recorded a y-o-y increase of 1.7%, however, this growth is far 

lower than inflation, particularly the surges in basic food items 

and accommodation costs, which could have implications for 

the purchasing power of local residents, affecting local spending 

sentiment. On the up side, current demand for labour from the 

private sector remains very strong, and the MMDHI is expected to 

continue to grow in the foreseeable future.

Tourist arrivals in January 2008 reached 2.52 million, representing 

y-o-y growth of 16.2%. Mainland Chinese tourists continued to be 

Hong Kong’s leading tourist group with an increase of 19.1% y-o-y in 

arrivals, to 1.44 million, about 57.2% out of the total arrivals. It has 

been observed that Mainland tourists continued to take advantage 

of the Individual Visit Scheme to make short trips to Hong Kong. For 

tourists from other parts of the world, overall arrivals posted double-

digit growth of 12.6% y-o-y. In particular, the number of visitors from 

Korea and Canada maintained buoyant growth of over 20% y-o-y for 

three and six months in a row, respectively. Other emerging tourist 

groups like Russia and the Middle East recorded impressive growth of 

44.2% y-o-y and 22.9% y-o-y, respectively, in January.

The total value of retail sales was provisionally estimated at $22.8 

billion in February 2008, representing an increase of 9.5% over a 

year earlier, or 4.5% y-o-y after netting out the effect of price changes 

over the same period. Consumer sentiment has been impacted by 

both high inflationary pressure and negative wealth effect due to 

volatility in the stock market. As an illustration, although the sales 

volume of motor vehicles and parts registered growth of 33.6% y-o-y, 

the actual sales volume dropped a cumulative 27.8% over the last 

five months. Furthermore, sales volume of basic food items, such as 

livestock and poultry, fruits and vegetables, bread and pastries, etc., 

recorded an alarming double-digit drop of nearly 25% in the most 

extreme case, possibly a result of the rapid price appreciation of such 

items that has contained their volume of purchases made.

A minimal average rental growth of 0.4% q-o-q was captured in 

prime retail districts of Hong Kong in the first quarter of 2008. After 

the dramatic rental growth in Central and Causeway Bay over the 

second half of 2007, rents stayed firm at a very high level in these 

districts whilst rents in Tsim Sha Tsui and Mong Kok appreciated 

slightly with q-o-q growth of 1.2% and 0.5%, respectively. Retailers 

are currently very cautious in selecting retail spaces. Other than 

ranking their options by location factors, their sensitivity on rental 

costs has also been significantly enhanced. As retailers are likely to 

continue their stalemate with the landlords, and landlords appear 

unlikely to compromise on their asking rents in the near future, rents 

for retail spaces are anticipated to remain stable at the present high 

levels in short- to medium-term.
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Terminology

INFLATION RATE: 

This refers to the Composite Consumer Price 

Index (CPI) compiled by the Census and 

Statistics Department to provide an indicator of 

overall price movements affecting households. 

A weighting system is used to represent the 

relative importance, in terms of expenditure, 

of individual items in the basket of goods and 

services consumed by households. The weight 

of each item represents the importance of the 

item in the total expenditure of households.

SALEABLE AREA: 

The saleable area of a shop unit is measured up 

to the centre line of the wall separating adjoining 

units. The full thickness of the external walls and 

walls separating the units from the common 

areas, staircases, etc. are included.

GROSS FLOOR AREA:

The gross floor area of a shop unit is measured 

by adding the proportionate share of the 

common area to the saleable area of the unit. 

©  2008 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.

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
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 1401-1402, 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 Jian 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
*18 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 P.T.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
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
211, Maximus 2B, Mindspace Cyberabad
Survey No: 64 (Part)
APPIIC Software Layout, Madhapur
Hyderabad 500 081, India
Telephone:	(91) 40 4033 5000
Facsimile:	 (91) 40 4033 5050

Pune, India
705-706, 7/F Nucleus
Church Road
Pune 411 001, India
Telephone:	(91) 20 2605 5437/5367
Facsimile:	 (91) 20 2605 5405

Jakarta, Indonesia
7/F 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 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 I.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

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

Pattaya, Thailand
306/96-97 Moo 12 Thappraya Road, 
Nongpure, Banglamung
Chonburi 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

Prime Shopping Districts in Hong Kong
Central 
This traditional banking and financial centre of Hong Kong is also a popular shopping hub for middle to upper class shoppers. 
Strategically linked with the Airport Railway and MTR, and supported by a number of Grade A office buildings, 5-star hotels and 
prestigious shopping centres in the area, Central has a large catchment area and attracts a broad spectrum of shoppers including 
tourists, expatriates, office workers, singles and families. 

Causeway Bay
This area attracts a broad mix of international tourists, local shoppers, including office workers from commercial buildings within 
the area, young shoppers and family shoppers. The area has a comprehensive mix of retailers and restaurateurs catering to young, 
rich, budget minded and family clientele.

Tsim Sha Tsui   
This area has the largest concentration of hotels and attracts tourists, affluent young shoppers predominantly from Kowloon, and 
office workers from commercial buildings within the area. There is a wide array of retailers ranging from necessity to luxury goods, 
restaurants, tailors and entertainment venues such as discos and karaoke bars.

Mong Kok 
Strategically located along both MTR and KCR lines, Mong Kok also attracts a wide spectrum of shoppers, mainly local residents. 
The area consists of a number of modern fashion and accessories boutique stores catering to the young and hip crowd.




