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The Hong Kong economy endured a very difficult year
in 2020, experiencing a severe blow caused by the
COVID-19 pandemic and the tense China-US relations.
The Gross Domestic Product sharply contracted by 6.1%
in 2020 as a whole, and the year-on-year inflation rate
was subdued from 3.0% in 2019 to 1.3% in 2020.

Notwithstanding the adverse local economic conditions,
the private residential property market remained
relatively stable with domestic prices and trading
volume in 2020 registering an unnoticeable annual
change over the preceding year. Low local interest
rate environment and solid end-user demand, to a
certain extent, bolstered the private residential market.
However, the economic recession together with a high
unemployment rate of 5.9% (seasonally adjusted)
in 2020 eroded the affordability of tenants, thereby
adversely affecting the performance of domestic

rentals, which fell 6.1% year-on-year by December 2020.

The Government has proactively adopted a supply-led
strategy by continuing to increase land and housing
supply to address the demand-supply imbalance
at source in the long run. The Government has
also introduced various demand-side management
measures to combat specific types of investment
demands in a targeted manner in response to the
different signs of exuberance of the property market. For
instance, following an injection of additional funding of
$3.3 billion as announced in the 2020 Policy Address to
provide more transitional housing, suitable sites had
already been identified for providing 13 200 units for
the coming three years. Moreover, to expedite the land
development process, the Government has set up the
Development Projects Facilitation Office to facilitate
the processing of development approval applications
for larger-scale private residential sites leading up
the commencement of works. All these measures have
demonstrated the Government’s determination to
expedite and increase housing and land supply.
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To alleviate the hardship and pressure caused by the
economic downturn and the epidemic, apart from
the Anti-epidemic Fund, the Government introduced
a range of counter-cyclical measures costing over
$120 billion to support enterprises, safeguard jobs,
stabilise the economy and relieve people’s financial
burdens. Looking ahead, with the Government’s best
efforts in infection control work and rolling out a
vaccination programme, and together with an expected
strong economic growth of the Mainland, Hong Kong
economy is forecast to resume its growth in 2021 despite
the short-term uncertain outlook. The Government will
continue to stay vigilant and closely monitor the
property market development and the evolving external
environment and will endeavor to take appropriate
measures to maintain a healthy development of the
property market.

Residential

The residential property market was largely stable in
2020 amid the COVID-19 pandemic situation. Contrary
to the high volatility throughout 2019 with domestic
prices growing 5.5% annually at year-end, flat prices
in 2020 lingered 3.6% between the trough in February
and the peak in June of the year, registering only an
insignificant year-on-year change at the end of 2020.
The number of private residential property transactions
in 2020 at 59 880 is largely the same as the trading
volume in the preceding year.

Following the erosion of affordability
of tenants by an economic downturn
and a high unemployment rate,
landlords were generally willing to
accept rent reductions by a larger
margin. Overall rentals fell by 6.1%
year-on-year by end of 2020. As a
result, the market yields fell slightly
from2.1%-2.6%in2019t0 1.9%-2.4%
in 2020.
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Completions in 2020 were 20 888 units, 53% greater
than those in 2019. Take-up at 12 545 units was 35%
fewer than that of the last year. Vacancy at the year-
end rose to 4.3% of the total stock, equivalent to
52 366 units. Among these vacant units, 10 352 units
were not yet issued with Certificate of Compliance
or Consent to Assign after obtaining the Occupation
Permit. Forecast completions in 2021 and 2022 are
18 228 and 19 984 units respectively.

Office

The demand for office continued to weaken in the year
amid the economic uncertainties and the COVID-19
pandemic. Sales transaction volume further contracted
by 20% to 686 cases in 2020, a record low in the last
decade. Both office prices and rents fell significantly
as buyers and users were generally cautious over the
local economic outlook. Some companies downsized
their operations amid uncertain business prospects and
implementation of work-from-home policies, leading
to a sluggish demand. The substantial contraction
in office completions during the year also reflected
developers’ attitude towards the gloomy office market
outlook. In 2020, the decentralisation trend continued
as office completions mostly came from non-traditional
business districts such as Tsuen Wan, Sai Kung and
Sha Tin.

Office completions in 2020 dropped to 69 000 m?2.
Grade A completions were 46 300 m?, distributed among
Tsuen Wan, Sai Kung and Yau Tsim Mong. Grade B
completions of 22 500 m? mainly came from Sha Tin.
There were insignificant amount of Grade C completions
which were all located in Wan Chai. The overall
take-up subsided to negative 286 200 m? in the year.
Grade A, Grade B and Grade C offices had negative
take-up of 189 200 m? 56 800 m? and 40 200 m?
respectively. The overall year-end vacancy increased to
11.5% of the total stock, amounting to 1 434 000 mZ.
The vacancy rates of Grade A, Grade B and Grade C
offices rose to 11.8%, 11.9% and 9.4% respectively.
For sub-districts, Grade A offices in Tsim Sha Tsui,
Sheung Wan and Wan Chai/Causeway Bay recorded
double-digit vacancy rates.
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Forecast completions in 2021 will be 70 900 m? and will
climb substantially to 275 300 m?in 2022. In 2021, new
Grade A completions will account for 45 200 m?, mainly
from Sham Shui Po contributing 75% of the anticipated
supply. Grade A completionsin 2022 will be 184 700 m?,
with Kwun Tong and the Eastern district together
accounting for 69% of the forecast completions. Grade B
forecast completions will be 20 900 m?in 2021 but they
will surge to 90 300 m? in 2022. There will be 4 800 m?
and minimal Grade C office completions in 2021 and
2022 respectively.

Overall office prices registered a fall of 5.9% between
the fourth quarters of 2019 and 2020 as the business
outlook dimmed. Prices of Grade A offices recorded
a slump of 12.2% over the same period. During the
corresponding period, overall office rentals also fell by

10.0%, with Grade A offices registering a decrease of
11.4%.
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Commercial

Completions in 2020 dropped to 67 300 m?, with the
New Territories accounting for 48% of the completions.
Take-up plunged to a negative level of 108 400 m? in
the year, and vacancy rate rose to 11.4% of the total
stock, amounting to 1 320 500 m2. Completions are
expected to decrease further to 52 900 m? in 2021, with
Wan Chai contributing the most, accounting for 30% of
the anticipated supply. In 2022, the completions will
rebound to 173 300 m?, and 56% of the supply will come
from the major suppliers Kowloon City and Sha Tin.

Retail

The retail market was adversely affected by the
COVID-19 pandemic, stringent travel restrictions,
dwindled consumption-and-tourism-related activities
and poor market sentiment. The inbound tourism
deteriorated abruptly and the cross-boundary transport
and business activities came to a halt. Overall visitor
arrivals dived by 93.6% to 3.6 million for the whole year.

With the retail sales softening amid the gloomy economic
outlook, private retail rentals retreated by 7.4% in the
fourth quarter of 2020 over the same period in 2019,
while private retail prices remained relatively stable in

the same period. The market yield thus fell from 2.7%
to 2.6%.

HONG KONG PROPERTY REVIEW

=




A
A i

OVERVIEW

ITXEBF

F2200FIEARBR -EFARAABHNBR
N ITXEBFMBE-—SBEFH - 20200F 20T
BAENRKRBEEEFHE - RBEBRF S
TESERIRNBAIERFMIS °

200 F DPEBIMAKERENE NEE 37 700
EHK RBD2EXBEBEM -BENERE - £H
EEZEINBHI09500F AR - FREESEEH
ERBEEM6.4% HER1037600FF K-
JEETEREE 2021 EFAZE 67700 5K » I
R2022FHE—S5HE 172500 FH K o

PL2019 FEER 20200 E N ENZAEE  PEBIM
AEEEBTYK28% METHEEES - FE
MBORERSEMABE 3.1%

Q0 FMBMIBAEZN FRHEEARABY
12500 F AKX MEEBEXAKXBE=69.0%
MAZE102% BER 55700 FFHK - FEEHERK
MEDASBEHMHE -

200 F T RHTBEER - ERAERSEH
32600 P 5K ZTEXRBKERGF=0)54% 18
B 202 100 5K o FEET 2021 £ B 75 800
FHANFEEEZEER M2022FRAAEE
EBEK o

Industrial

The industrial market weakened further amid the
economic recession and uncertain business outlook in
2020. Sales activities for flatted factories in 2020 shrank
to a record low level. It is expected that the industrial
market will be stimulated by the Government’s
revitalisation scheme of industrial buildings.

Completions of flatted factories in 2020 fell to
37 700 m?, mostly from Tuen Mun, Kwun Tong and the
Southerndistrict. Take-up reached anegative 109500 m2.
Vacancy at the year-end climbed to 6.4% of total stock
at 1 037 600 m2. Completions in 2021 are anticipated to
increase to 67 700 m? and further to 172 500 m2in 2022.

Prices dropped by 2.8% while rentals remained virtually
unchanged between the fourth quarters of 2019 and
2020. Meanwhile, market yield increased slightly to
3.1% at the end of the year.

There were no industrial/office completions in 2020.
Take-up turned negative to 12 500 m? and the vacancy
rate edged up from 9.0% to 10.2% of the stock at
55 700 m2 No new supply is expected in the next two
years.

No new storage spaces were completed in 2020.
Positive take-up of 32 600 m? was recorded and the
vacancy rate declined to 5.4% of the total stock at
202 100 m2. Itis anticipated that there will be 75 800 m?
new storage supply coming on stream in 2021 but no
completions in 2022.
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