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Overview

The year 2004 witnessed Hong Kong’s strong 

economic recovery, with a notable growth rate of 

8.1% in GDP compared to 3.2% for 2003.  The 

Consumer Price Index started to pick up in mid-year 

after a long deflationary cycle.  Unemployment rate 

continued to drop.  Tourist arrivals grew by 40%.  

The robust economic recovery lent support to the 

revived property market.

The property market began its rebound in the latter 

half of 2003 and maintained the momentum 

throughout 2004, with all property sectors 

experiencing upward surge in prices underpinned by 

rising demand and larger sales transaction volume.  

Rents likewise rose steadily, albeit at a more 

moderate rate.  The widening gap between price and 

rental growth resulted in falling property yields.  

Take-up recorded substantial increases over the 

year, leading to lower vacancy levels across the 

board.  Market sentiment remained generally 

positive at the end of the year.
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Overview

Residential

For the year 2004, the residential sector was 

dominated by strong sales in the secondary market 

and sharp rise in prices in the luxurious segment.  

The overall volume of sales rose 41% from the 

previous year, mainly attributable to growth in 

secondary sales which increased by 66%.  In the 

primary market, developers raised asking prices as 

market sentiment continued to pick up.  The low 

interest rate environment was conducive to an active 

sales market.

Prices escalated significantly at the beginning of 

2004, and by the last quarter of the year gained an 

overall 29% against the same quarter in the 

previous year.  Large flats saw a much higher 

increase of 41%, relative to the 28% rise for 

small/medium flats.  Rents also went up, but to a 

lesser extent, recording a yearly increase of 11%.  

Market yields edged downwards during the year.

Residential completions in 2004 were 26 040 units, 

similar to the level of the previous year.  Take-up at 

31 400 units was substantially higher than 2003 and 

a record high since 1988.  Vacancy fell to 64 250 

units, representing 6.2% of stock.  It was estimated 

as at 31 December 2004 that about 21 200 units and 

17 400 units would be completed in 2005 and 2006 

respectively.
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Overview

Office

A robust office market prevailed in 2004.  The large 

supply produced in the previous year was gradually 

taken up.  As business confidence revived, demand 

for accommodation increased.  The occupancy level 

in many prime buildings in the core business districts 

improved substantially.  With falling vacancies, some 

landlords began to withdraw incentives and shorten 

rent-free periods in their negotiations with potential 

tenants.  Rents were generally moving upwards, at a 

modest pace.  The sales market was very buoyant, 

on the back of strong demand for investment 

properties.  The volume of transaction increased 

significantly from the previous year, and spectacular 

gains in prices were recorded.

The leap in prices occurred mainly at the beginning 

of the year, after which the growth momentum 

slowed down.  The overall yearly price gain was a 

staggering 61%, with Grade A accommodation 

netting an even higher increase of 73%.  Rents on 

the other hand experienced more gradual and 

modest growth, rising by 12% only.  The market 

yield continued to fall.

On the supply side, a total of 279 500 m2 office 

space was completed in 2004, 6% below the level of 

2003.  Take-up improved significantly on the 

previous year, with 373 400 m2 recorded, exceeding 

the completion level.  Overall vacancy rate thus 

dropped to 12.7%.

Completions are anticipated to decline sharply in the 

next two years, to 61 700 m2 in 2005 and              

105 300 m2 in 2006.
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